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(Abstract)

Since late 1980s, Japanese companies have made a large amount of direct investment in Europe. Their intension was to be insiders in Europe, rather than to remain as outsiders, in order to keep competitiveness when the single market starts operating in the region. Many companies established manufacturing plants and logistics centres to better serve the European market. Among the member countries of the European Union, the Netherlands gained a fairly good score as the destination of those investments, for its small geographical size and population. It is well represented by the fact that Rotterdam is by far the largest hub port in Europe. So far, in general, the Netherlands seems to have made a good start in the face of globalisation of logistics and supply chain management. 

However, the result of a survey reveals that the Japanese companies in Europe are struggling with the problems that arise in various points in the supply chains. Those problems are not limited to those which can easily be disentangled by investing huge capital in port facilities, implementing sophisticated IT or management systems. The issue is more social and human oriented.

How are those Dutch logistics hubs evaluated now, after fifteen years of successful attraction of investment from abroad? Will the Netherlands continue to be a preferred place for logistics hub in Europe? What will be a key factor for a success as a logistics hub in the future?

  There has been a lot of competition among ports. It has been a competition of expansion and technical innovation. Ports have looked at shipping lines as customers. However, shipping lines are also subordinate to industries. Thus the competitive advantage of ports is relevant to the geographical positioning of industries. In other words, the competition of ports should be looked at in the context of total supply chains. 

This paper first explains the status of the Netherlands as the logistics hub by analysing the Japanese investment behaviours, focusing on the factors that gave influences on the choice of a country for setting up their new manufacturing plants and hubs, and then shows the gap between the initial assumption and the reality. The authors emphasise the importance of policy focus on human resource management for a logistics hub to keep its competitive advantage. 
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INTRODUCTION

The ‘Dutch Miracle’ still continues. Major shipping lines are now shifting their European head quarters from London to Rotterdam, following the move of manufacturing and distribution of their clients to the Continent from the British Isles. This phenomenon reflects very much the current political situation of European Union and the relevant economic and monetary market situation.

The Netherlands is one of the most favoured countries in Europe as the destination of foreign investment and logistics. Consequently, the country enjoys stable growth of economy and one of the lowest unemployment rates in the world. This prosperity has its basis in policy changes in the early 1980s, when investment had decreased to a minimum rate and unemployment had soared to 14 per cent. The Dutch government then declared the state of urgency and created a triggering device of wage modernisation, welfare reform, and activating the labour market (Visser and Hemerijck, 1997).
On the other side of the globe, a rapid and continuous appreciation of Japanese Yen after the Plaza Agreement of G5 countries that took place in September 1985 caused a fundamental change in the strategies of Japanese industries. Since then no Japanese companies have been allowed to adhere only to the domestic factors of business. Strategy on cross-border logistics has become the urgent management concern for every company. Almost all sorts of supply chains are now involving international transactions.

Japanese industries are continuing to transfer their production from Japan to various countries, where they can produce goods at a lower-cost or in a place closer to large consumer markets. Centralisation of stocks also became a key strategy for them in order to maximise the efficiency of logistics. In this way, logistics is expanding its scope to a worldwide scale for many companies. 

The Netherlands has been chosen by Japanese companies as a suitable place to set up a European logistics centre. Not only manufacturing companies but also many trading and logistics companies set up logistics centres in the country. There are certain solid geographical, political, and economic reasons for those. Will the Netherlands continue to maintain the position of the European logistics hub in the future? If there is an obstacle to do so, what will be the source of problems?

This paper explains the current competitive position of the Netherlands as the European logistics hub and the underlining problems that may affect the future competencies of the Netherlands through the experiences of the Japanese companies in the Netherlands with regard to their production and the pertaining logistics. 

  First, in the next section, a THEORETICAL OVERVIEW is given on general logistics and supply chain management especially from the human resource aspects. The following section JAPANESE INVESTMENT IN EUROPEAN LOGISTICS CENTERS illustrates the source of strength of the Netherlands as the European logistics hub. In the section HUMAN RESOURCE PROBLEMS IN LOGISTICS, detailed results of the empirical studies on the human factors in logistics in the Netherlands are given. Focused is a mismatching of logistics paradigm between the Japanese and the Dutch staff. PORTS AND INLAND FACTORS suggests how closely a port is related to the industry location and its pertaining logistics. MEGA SHIFT OF SUPPLY CHAIN IN EUROPE indicates a fundamental change in the supply chains due to the enlargement of the EU and the improvement of logistics in the Mediterranean region, which will affect the position of the existing logistics hubs. JAPANESE PREREQUISITES FOR A RELIABLE LOGISTICS closely looks at how human resource constrains logistics management. The section FROM TECHNOLOGICAL TO HUMAN RESOURCE INNOVATION focuses on the imbalance of approaches to logistics optimisation between systems innovation and human resource management and leads to a final conclusion. 

THEORETICAL OVERVIEW

　

First, we look at the framework of the economics of institutions (Williamson, 1998). (See Figure 1.)  The Level 4 can be described as resource allocation and employment or market, where daily economic transactions take place. It is directly constrained by the immediate upper level of governance on Level 3; i.e. typically contracts. Governance is then regulated by institutional environment on Level 2; i.e. policy, judiciary and bureaucracy. Institutional environment is finally constrained by embeddedness on Level 1; i.e. norms, customs, traditions etc. as generally described as culture. 

The frequency of change is different at each level. Level 4 changes continuously, every second in some of the markets such as financial. Level 3 changes every one to ten years. Level 2 changes every ten to hundred years. Level 1, culture, changes over a long span of time as one hundred to one thousand years. In this way, daily economic transactions are in the long run regulated by the culture, which is embedded in the human behaviours. 

Williamson (1998) quotes Herbert Simon’s words: ‘Noting is more fundamental in setting our research agenda and informing our research methods than our view of the nature of the human beings whose behaviour we are studying ‘(1985, p.303).

Figure 1. Economics of Institutions







                         Source: Williamson (1998)

Logistics management is the art of using logistic resources to ensure a cost-effective and efficient attainment of logistics objectives. Hutchinson (1987) defines Logistics objectives as having the right quantity of the right item in the right place at the right time.
Globalisation of economy has changed the nuance of this definition. The concept of the ‘right place’ has become much more widely prescribed than before to mean ‘anywhere in the world’. 

The global concept of the supply chain recognises the necessity to supply markets in multiple national markets, perhaps using overseas production. The global network is more complex, faces a diverse set of environmental conditions and is inherently more difficult to understand and manage (Schary and skoett-Larsen, 2001). 

Harmony and coherence among logistic elements are the primary objectives of logistics management. Hutchinson (1987) notes that the traditional U.S. manufacturing practice is in sharp contrast to the Japanese method. The Japanese concept of not producing items or buying materials until they are needed has achieved great success in lean management. Toyota’s just-in-time (JIT) with Kanban and Kaizen system are the symbol of the concept and the method. 

As logistics evolved into a scope of work that handles multi-tier and cross-border supply chains due to the development of international trades, human factors has become a main concern for many people. One of the greatest challenges to global operations now is reconciling differences in social and cultural behaviour (Heizer and Render, 2001). What is acceptable in one country’s culture may be considered unacceptable in another country. So is work ethics. Thievery and bribery are always a headache for operation managers in developing countries, while sick-leaves and holidays are a common subject of arguments between non-European managers and the local staff in Europe.

Vokurka and Lummus (2000) say that top management commitment, worker participation, and education are critical factors in JIT implementations. However, problems are reported on the points such as cultural resistance to change, lack of top management understanding or commitment, and lack of performance measures. According to them, to ensure effective supply chain management, a company must assure the following.

1 To openly share information with suppliers and customers;

2 To create horizontal business processes;

3 To rely on a small number of outside suppliers;

4 To increase organisational and process flexibility;

5 To coordinate processes across organisational boundaries;

6 To empower employees to make process decisions; and 

7 To make real-time decision support systems available.

They say these business practices are not easy for companies to implement. Each of these elements requires a trust factor never before seen by most companies. 

Sako (1992) describes this situation Obligational Contractual Relation (OCR) as opposed to Arm’s-length Contractual Relation (ACR). OCR is characterised by a greater transactional dependence on trading partners, a longer projected length of trading, a greater willingness to accept or offer orders before prices were negotiated and fixed, less contractualism, a greater degree of uncosted sharing of technological know-how and risks associated with business fluctuations.

In the past, researchers and practitioners reduced their transaction costs in supply chains by one-way information exchanges and internalisation by large producers. Process re-engineering attempts with intensive use of information technology, rather than collaborative human trust, had mixed results during the nineties (Gehani, 2000). 

Schary and Skyoett-Larsen (2001) stresses the importance of trust establishment as being essential to collaborative effort in a supply chain. In the turbulent world of the supply chain, formal relationships cannot deal with the full complexity of supply. Devices such as relational contracting may be the only feasible paths, where the details are left for later decision. Once the trust relationship has been established, the collaboration can lead to mutual and innovative benefits. 

In Japan, collaborations and the processes across organisational boundaries have always been given first priority. Hines (1996) calls this network sourcing. The concept is defined in a wider context of Keiretsu relationship, a Japanese word representing affiliated or friendly companies. His research confirms that automotive industry in Japan is the closest to the ideal of network sourcing, and all of the Japanese firms surveyed were closer to the ideal than the western companies.

Wakamatsu and Kondo (2001) precisely describe Toyota’s way of achieving higher reliability of workers. They established five principles as follows.

1 Order-made production in small lots (as compared with mass-production)

2 Multi-purpose workers

3 Checking daily accounts

4 Respect for collaborators

5 Respect for the front line

As such, a self-working system (Jidoka) requires workers to think, judge, plan and suggest. This is exactly how continuous improvement procedures (Kaizen) work. In manufacturing and logistics, human resources are always in the centre. 

Nonaka and Takeuchi (1995) say that the origin of the quality assurance of Japanese companies is a continuous interactive process of organisational knowledge creation. This may be enhanced by the conversion of tacit knowledge to explicit knowledge and its sharing among people. 

JAPANESE INVESTMENT IN EUROPEAN DISTRIBUTION CENTERS

The Netherlands is a well-recognised European hub of ocean transportation and inland logistics. Rotterdam is the largest port in the world by the total throughput (Port of Rotterdam 2001). Schiphol is the fourth largest cargo airport in Europe (Schiphol Airport 2002). These facts may be enough to explain why many companies choose the Netherlands to establish a European Distribution Centre (“EDC”). However, more important is the fact that the Netherlands has hard and soft infrastructure that works behind the supply chains (Roos, 2000).

An EDC configuration is designed to distribute goods from a centralised point to at least five countries in the Europe/Middle East/Africa region. That concept can be combined with the carrying out of added value services or postponed manufacturing activities to customise the product further downstream in the logistics chain (Vermunt and Binnekade, 2000).

According to the statistics of the Holland International Distribution Council (HIDC), 57% of the EDCs for the American and 56% of the Asian companies are located in the Netherlands respectively among the European countries. (See Table 1.) Among the Asian EDCs, the ratio of Japanese EDCs in the Netherlands is a little lower at 51% (Lede, 2000).
 At any rate, the Netherlands surpasses by far the countries in the second places, Belgium and Germany respectively. 

Table 1. European Distribution Centre Location
611 American EDCs

344 Asian EDCs

The Netherlands
57%
　
The Netherlands
56%

Belgium
13%
　
Germany
22%

UK
12%
　
Belgium
12%

Germany
7%
　
France
5%

France
6%
　
UK
4%

Others
5%
　
Others
1%

Source: HIDC 2000

Logistics management in Europe is much different in its nature from that of the United States. It is because each country of the European region has its own legislation, tax system, government administration, language, culture, business custom, work ethic etc., and those factors worked adversely for smooth flow of goods across borders, while the United States is a single country with most of the social and business cultures and institutional processes being more or less the same all over the country. One may say that this is why ‘forwarders’ have had an important role for the vitalisation of the European economy since the Middle Ages. 

De Koster and Warffemius (2002) identifies the main location factors that attract EDCs to the Netherlands as: its central geographical position within Europe, the availability of logistics know-how, the knowledge of customs and tax regulations, the transport infrastructure, the two main ports of Rotterdam and Schiphol, and the availability of multi-lingual employees. 

Japanese Distribution Centres in the Netherlands

Our independent survey of forty Japanese manufacturing, trading and logistics companies located in the Netherlands shows two distinct reasons that they set up establishments in the country. (See Figure 1.)  The access to the major markets in neighbouring countries and the people’s good command of English language, combined together, turned out to be the factors for superiority of the country to the others. 
Figure 2. Reasons for the choice of the Netherlands
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　Source: Shinohara, M. and K. Shinohara, 2000

In the second half of the 1980s, a substantial number of Japanese companies made direct investments in Europe. Until then, the Japanese presence in Europe had been seen mainly in marketing of export goods from Japan. However, their fear of being blocked from entry into the European market or any inconvenience caused to them in terms of customs practices and market structures after the establishment of the European common market prompted them to try to become ‘insiders’ in Europe, which meant manufacturing of goods in Europe and selling them as European goods. 

  A great number of Japanese manufacturers started constructing factories all over Europe, but those investments by core companies were not enough to maintain the quality level that they had set in their goods and services in Japan. Then, components and materials suppliers, many of them in Keiretsu group, decided to follow those core companies and started producing high-quality goods and services in Europe as well and supply them to the core companies. Mutual trust and long-standing relationship of sharing the same business concept was supposed to enable the maintenance of the quality (Volleman, 2000). It truly did so to a great extent.

HUMAN RESOURCE PROBLEMS IN LOGISTICS 

However, the more their European operations were settled into Europe, the more difficulties they began to face in achieving the same standard of the quality of goods and services. For example, we often hear that the Japanese cars manufactured in Europe are of lower standard than those manufactured in Japan even if they are exactly the same type of cars. One of the generally recognized reasons for this is that the shop floor workers in Japan have stricter standards of their own than those stipulated in the rules set out by the company. Apparently there seem to be some fundamental differences of the concept of work, which prescribes various processes at offices and shop floors (Kaizer, 2000). Is logistics also different between in Europe and in Japan? 

A number of interviews with Japanese logisticians in Europe revealed some serious human resource problems. For example, new warehouse management systems do not work properly due to programme failures. This happens because the system designers do not have enough knowledge of daily routine of logistics. Shortage of skilled system designers causes the sale of coarse systems. Unskilled workers multiply the problems at the warehouses. Picking, packing, checking and data input are mostly done by human hands, and that is where mistakes take place everyday. Once wrong information is put into the systems, it can destroy the whole data, which would otherwise become the precious source of information for management decisions and strategy planning. Floor workers change day by day because warehouses have to rely on temporary labour. Labour shortage is more serious than ever before. The floor situation is far from skill or conscience, thus it becomes full of mistakes in procedures and damages to cargo. Foremen are supposed to supervise and train those unskilled workers. However, they are not educated to do so and frequently get stressed with the lack of skills of their subordinates. Burnout is the next thing to happen to the foremen. 

In Japan, systems failures do occur as well. However, the floor staffs, including temporary ones, are generally more nervous about making mistakes and dedicative to finding the solutions of the problems sacrificing their private time. At many companies, it is customary to have a brief meeting every morning in order to reconfirm the content of the work on the day and the care for safety, and even have a stretching of muscles by physical exercises.

At European offices, it often happens that younger workers are not given proper training by their supervisors or tutors. The exchange of information or ideas for operational improvement among colleagues is not institutionalised enough. A very high rate of absence, due to illness or holidays, does not allow the management to rely on particular persons. In order to avoid inadequate response to customer needs, which would be prohibitive in Japan, the company has to employ 20% more staff in average so that someone may always be available to serve customers properly. This is not exactly viable from the cost competition point of view if they are to compete with the companies where most people are always at work. 

In case that a young prospective person is discovered in the European staff of the company, Japanese management would take steps to promote him gradually in the long run. This is done in consideration of the sentiment of the others to avoid favouritism. Short-term result is not an enough reason to give someone an immediate promotion or a salary rise. For Japanese management, he would have to prove himself equipped with good experience and leadership with virtuousness, which are essential to promote him. In a European employment market situation, however, while the Japanese management is irresolute about the decision on his promotion, he may find another employer and leaves the company. 

If the company suffers downturn of business, it becomes more difficult to retain capable staffs in the company, because they tend to move to another company with an immediate better business prospect.

Our survey of forty Japanese companies in the Netherlands, same as done for Figure 1, resulted in identifying the following drawbacks felt by the Japanese managers. (See Figure 2.)

67 per cent of the companies surveyed pointed out the high sick leave rate and the shortage of capable staff as serious hindrance for management. 35 per cent of the companies think that the Dutch workers are protected too much by laws and it causes disadvantage in the competition.

Figure 3. Drawbacks of the Netherlands in its competency
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 Source: Shinohara, M. and K. Shinohara, 2000

The following points can be raised as obstacles to logistics excellence in the Netherlands from the Japanese point of view (Shinohara and de Koster, 2002).

1 Extraordinary sick leave rate;

2 Long holidays;

3 Job-hopping;

4 Narrow interpretation of job descriptions;

5 Lack of knowledge and understanding of the job of colleagues; 

6 Lack of the sense of responsibility towards customers; and 

7 Lack of on-the-job training and tutoring.

1. Extraordinary sick leave rate

  European labour laws ensure that employees are entitled to take leave when they are ill. The responsibility to show the proof of illness depends on the country and on the company rules for details. The sick leave entitlement is completely separate from annual holiday entitlement and the wage is mostly fully paid. Therefore, for the management, there is a great risk that employees are away from their jobs longer than the average number of days entitled for holidays in average. 

  The interviewees complained that their companies suffer an average of approximately ten per cent of sick leave rate.

  The causes of sick leave, of course, vary greatly. Many of the sicknesses are genuine. However, some notorious absenteeism relies on the reasons such as stress and influenza. As usual, stress related illness is hard to deny and assures a few months of recuperation. Influenza is usually deemed to take two weeks to recover from, and home doctors advise their patients to stay home for that period.

2. Long holidays

  Holidays are always a subject of complaint by Japanese managers. It is a legal right to take holidays that are entitled to the person by the employment contract. Therefore, most European employees try to consume holidays up to the maximum every year. On the other hand, many Japanese do not have the habit to consume the holiday entitlement fully. Some take only a couple of days off per year when they have caught a cold. The Japanese system does not separate holidays and sick leaves. Therefore, employees must save at least some of the holiday entitlement in the event of becoming ill. 

One other distinct difference is whether employees feel guilty when they take holidays. As it is the legal right, Europeans would never feel guilty. Whereas, many Japanese, though not all, feel guilty to take holidays because during their absence the job must be taken over by their colleagues, which can cause some extra work to them.

  For those Japanese managers in Europe, who are used to the sense of guiltiness, the local employees taking holidays fully without any hesitation look lazy and lack the sense of responsibility. Their headache is the unexpected extra cost for twenty per cent additional employment eventually, which accounts for ten per cent for holidays and the other ten per cent for sick leaves.  

3. Job-hopping

  Job-hopping has been a common recent phenomenon in the Western world, especially among young employees. It is closely related to the general economic booming of the last several years in the region. Company management always faces a risk that a reliable person can leave the company any time. This causes a serious problem when an important project is developed and its success totally relies on a few indispensable personnel. 

  For example, a company decided to implement new logistics management systems, for which a lot of customisation work has to be done in the initial stage. This job can be done only by the staff that knows the operational processes in the relevant division. However, if certain troubles continue in the systems, perhaps due to the systems design failure, those key persons become stressed more and more, and tend to start looking for another job outside the company. 

  In this way, possible discontinuity of business due to an excess liquidity of the employment market becomes a great risk for company management.

4. Narrow interpretation of job descriptions

  Many Japanese managers complain about the narrow interpretation of the job scope by employees. Unlike Japanese employment system, European employment conditions are strictly regulated by employment contracts. It is not only when the person is newly employed, but also during the annual assessment of the existing personnel. Difficulties occur when the management wants a person to widen his/her views on the task within the scope of the existing responsibility stipulated in the employment contract. For a person who does not have ambition in his/her career, any change of his/her job from what he/she has been doing can lead to an alteration of the existing employment contract. If this change does not contain a satisfactory salary rise or an improvement of fringe benefit, he/she can refuse to change and stay on his/her present job for an nearly unlimited period. If he/she is a manager, the adverse effect on the company is enormous.

5. Lack of knowledge and understanding of the job of colleagues

Narrow interpretation of job description, as described above, can easily lead to a lack of understanding of what the others are doing within the company and also in their counterpart companies. It is often complained by Japanese managers that European employees do not consider what the fellow workers are doing. This may cause a conflict among co-workers and between the companies in partnership in business, with each of them claiming that he/she is doing a proper job and pointing the other ones for unsatisfactory performance.

6. Lack of the sense of responsibility towards customers

It is often seen in Japan that a shop clerk is apologising to a customer for a commodity being out of stock. Japanese employees have traditionally been trained to think that they represent the shop or the whole company they work for when they face their customers. Therefore, they are prepared to apologise to customers for whatever inconveniences caused to them. A Japanese sales person’s important job is also to apologise for a mistake or damaged goods. European staffs make apologies less often as far as the problem was not caused by them. Therefore, Japanese managers become extremely uncomfortable when they see their European staff treat customers bluntly.

7. Lack of on-the-job training and tutoring 

There is a tradition in Japan that a senior employee teaches the junior on the job. Whereas, in Europe, knowledge is power, thus must not be given to others. If he/she gives all his/her knowledge to a subordinate person, his/her position may become precarious. This situation causes a lack of spontaneous on-the-job training and tutoring at a shop floor or an office in Europe. 

The above-mentioned difficulties may be symbolic to some extent. However, in fact, after some years of efforts and struggles, having experienced all those differences, Japanese managers in Europe would become more and more pessimistic about achieving the level of product and service quality that they think should be up to by a simple localisation of operations. These difficulties, which Japanese managers are facing everyday, are mainly attributable to the difference in the view of life and business cultures that people are attached to. Europeans would tend to have opposing opinions about the same situations. Japanese would be regarded as inhuman in treating employees in terms of the exercise of the right that is assured in the contract. Japanese sacrifice human welfare for the objectives of the company. Lengthy and unclear decision-making processes force people to be tied with long working hours in inefficiency and too much commitment of private life to the company. Therefore, for Europeans, it is the Japanese who must change by learning the European system. 

How long should we continue this type of mismatching of paradigm?  

PORTS AND INLAND FACTORS

  Ports have been seen in close relevance to shipping. However, ports are also a part of inland logistics, in which more diversified problems tend to occur and they are tightly connected to the domestic environment and the national governmental policy. The competitions have taken place between domestic ports and also between the ports that belong to different countries in the same region, such as between Rotterdam and Amsterdam, or between Rotterdam, Antwerp and Hamburg. In other words, the competitions are taking place between private terminal operators, between local governments, and between national governments. 

Those ports see users of the ports as clients; i.e. shipping companies. Manufacturing industries and logistics service providers are treated as the second tier customers via shipping companies. Thus they have not been subject to a close observation by ports or their governing bodies. However, we must remind ourselves that the choice of a port is strongly influenced by the geographical positioning of manufacturing and its pertaining logistics in relation to the supply of materials and parts and the distribution of products. The choice of a port that necessitates a longer inland haulage or coastal transportation cannot last long as an optimum supply route even if the calculated cost of the whole transportation is low in the market mechanism of the time. Industries look at geographical positioning in a much longer span of time. In determining the place of investment, it is more important for industries, than for shipping companies, to know whether they will be ensured a good supply of natural resources without too much complication of supply chains; whether they will be provided with a high level of logistics services; and whether there will be a continuous sufficient supply of excellent human resources, not only at a managerial level but also at a worker level; all for a long time, at least for the next two decades. This longer-term perspective of industry is attributable to the natural inflexibility of manufacturing industry, as once a factory has been built and a large number of local people have been employed, it is not possible to move to another place in a short time.

  This indicates a very important point of thought for ports. Once industries start moving out of the country or region, the move cannot be stopped only with the effort of the port and its regulating government ministry. The structural move may last for more than a decade as it happens in Japan, where ports are adversely affected by the shift of manufacturing to neighbouring countries.

  It means that port policies are deeply relevant to those factors industries put importance on such as suppliers, logistics service providers, and among others human resources. It is without saying that ports must pursue efficiency and cost competitiveness, but, as shown in the previous section, they should take into account that the worries of the people in industries are centred in the human resource capabilities. Those problems may well be given more serious focus by those engaged in maritime policy and the entire government of the country, which is trying to maintain its position or aiming for a position as a regional logistics hub. 

MEGA SHIFT OF SUPPLY CHAINS IN EUROPE

Europe is expanding towards east and southeast. The European Union is planned to enlarge itself to 25 members in 2004 and possibly 27 members later in the decade. The union’s population will increase by 20% to 450 million. The geographical centre of the EU will shift from France to Germany (Fuller, 2002). 

Although there remain a lot of problems to be solved, such as equalisation of wealth, monetary policy, taxation, subsidies, education and languages, the region will no doubt make it inevitable to restructure the supply chains in many industries. It will be an enormous benefit for the new entrants to the EU to become insiders of the region and a part of the single market, especially within the unified customs control. Manufacturers are certainly focusing their strategy on this development.

Moreover, the internationalisation of business cultures in the Mediterranean region in term of service quality, efficiency, security and communication is steadily progressing. The privatisation and the deregulation in the region, coupled with an improved English communication skill of the people, are being evaluated favourably by the non-European people including the Japanese.

For the existing hubs in the Western Europe such as Rotterdam and Antwerp, this mega change in the European economic and social situations is likely to work as an adverse effect. 

First, The geographical centre of manufacturing is moving to the eastern part of Europe, where costs are by far lower. This will of course take along logistics with regard to the materials and products. 

Second, The Mediterranean ports such as those in Spain, France and Italy are being developed to accommodate more containers and other types of cargo in order to take the cargoes back from the Northern European ports. The increase in coastal shipping connections and railway service improvements are contemplated, while the rationalisation of documentation and customs control is also being undertaken.

  Third, waterway transportation from the hub ports in the Mediterranean and the Black Seas are paid attention to more due to the increasing concerns over environmental issues. The rivers Rhone and Danube will be increasingly utilised as important transport modes. The trades with Asian countries will be the largest beneficiaries of the development of this situation.

  Fourth, the aptitude of younger people to higher education in the region will certainly equalise the level of service quality and communication between the north and the south or southeast.

  The tendencies in Europe shown above clearly suggest that the once strong competitive advantage of the existing hub ports in the northern European countries is not anymore so because of the large-scale change in the overall social and economic environment in Europe.

JAPANESE PREREQUISITES FOR A RELIABLE LOGISTICS

  The existing logistics hubs in Europe such as Rotterdam should take these general tendencies as stated above more seriously. However, it is also true that the improvement of logistics in the other areas of Europe is steadily progressing and it cannot be stopped. Where can a differentiation of competence for a hub take place in the future?

  Following are the key elements of quality excellence that have long been applied in Japan. The business paradigm prevailing in Japan can be illustrated by: 1) Concept of utility; 2) Employment and promotion system; 3) Human resource development; and 4) Collaboration. 

1. Concept of service

The economic theory tells that the price of goods and services are determined by the utility people find in them. Each person finds a different utility in goods and services. Therefore, economics deals with average utility in a specific society or a country. In the real economy, there are different utilities in different areas of the world, and the utility can change quickly and dramatically. 

If one looks at various business transactions in Japan, he will easily find that utility is, to a great extent, evaluated by the service attached to the goods rather than just the goods themselves. For example, people put more value in the design and cleanliness of the packages, the way and time of delivery, after-care etc. If those services are unsatisfactory, customers tend to make a decision not to buy it and look for another one with better services. It means that, when we look at the utility of goods, we have to take into account the logistics services as more effective means of differentiation.

2. Employment and promotion system

Traditionally, the Japanese employment has been based on the long-term engagement with a particular company. A typical life of a male white-colour worker is as follows: Immediately after graduating from a university, he is employed by a company. It is usually not questioned what he learned at school or what skills he obtained before joining the company. The concept is that he is trained on-the-job and off-the-job constantly during his employment term until retirement. Therefore, it is unlikely that he switches his employers to lead a successful career path. This long-term employment system is regarded more effective for intellectual skill formation and loyalty cultivation. Workers are also transferred frequently within the company. This works well in the sense that the management can avoid employees falling into mannerism and enlighten them on a much wider view of the management expectation (Koike, 1997). 

The result of business is often evaluated per team, or department, rather than per person. This is meant to avoid evaluating people by personal taste or luck. Group evaluation is generally welcomed because it is to enhance team spirit. Promotion to a higher rank is deemed to be the reward for developed leadership and cultivation of virtue rather than the short-term contribution to the sales or profit.

3. Human resource development
Human resources have been regarded generally more important than ICT in Japan. As mentioned in the previous subsection, human resources are cultivated in a long-term relationship. This is the reflection of commitments from both employers and employees. In general, the difference of annual income between top managers and job starters is much smaller in Japan than in the United States. It means that employees must accept slower pay rise in Japan. 

What is the reward, then? Traditionally it has been a job security and semi-guaranteed promotions. At certain ages, those employees, white-collared or blue-collared, are collectively promoted by one step upward. At warehouses, for example, it is from a worker to a foreman, then to a team leader, and to a group leader. It is rare that someone is newly employed from outside and take up a leader’s or a manager’s job. The order of the promotion is generally determined by experience; i.e. by age, although some advancement or delay of promotion can always take place at any company. It is attributable to the tradition emphasising the importance of tacit knowledge in Japan (Nonaka & Takeuchi, 1995). People are making effort to achieve better quality of work in their own field so that they may be given promotion without delay from their contemporaries. One may call it an egalitarian promotion system. They work hard because the risk of late promotion works as a threat of losing face.

4. Collaboration

Very important aspects of the Japanese business culture are traditional inter-company collaborations. The relationship between companies is based on a long-term commitment. Rather than taking a short-term comparison of the prices of goods or services, a long-term prosperity or survival for both companies is sought after. In that situation, prices are often subject to concession in exchange for a tacit long-term commitment to purchase certain goods by the buyers. 

Keiretsu represents this kind of relationship. It is also called ‘Kyoryoku-kai’ (Cooperative Circle) by some companies in Japan (Hines, 1996). A large company tends to have a group of exclusive suppliers and logistics providers, whose shares may not necessarily be owned by the company even partly but the two companies are closely linked with each other in business transactions. The structure is often referred to the relationship between a local king and the commoners in feudalism, where the lord is supposed to ensure the well being of the commoners and the commoners must express their loyalty to the lord.

This system is closely linked with the long-term employment system, which was described above. If the employees could easily move to the company’s competitor, this commitment on the company-to-company basis would not work either.

The above paradigm is summarised that service is tightly knitted into the value of goods sold; and that the co-working spirit and close ties among the people involved in a certain chain of supplies are indispensable to keep and improve reliability of service. (Also see Appendix: Case Study - Distribution of Japanese Automobile Components in Europe)  

FROM TECHNOLOGICAL TO HUMAN RESOURCE INNOVATION

Japanese companies have been developing a long-term relationship with customers and partners.  Western companies also do pursue log-term relationships wherever possible. Just-in-Time is quested in almost all the fields of logistics in the Western countries as well. Kaizen (Ohno, 1988) is being introduced to many shop floors in the West, where communication and teamwork is emphasised. Network-sourcing (Hines, 1996) based on trust (Sako, 1992) among companies has been promoted by many companies in Europe. Therefore, the logistics concepts of Japan and Europe already have a lot of common elements to share.

However, logistics is so differently practiced between in Japan and in Europe. How different is it? The biggest difference is typified by the treatment of human resources. The European logistics management concept has traditionally tried to eliminate involvement of human being, while the Japanese concept has tried to enhance the capability of human resources. 

People tend to try to find solution in the investment in ICT, but they soon realise that making use of the most modern ICT alone is not enough to solve those problems. The influence of human errors, neglects and ill-intentioned conducts never disappears unless they can completely eliminate human involvement in their operation in supply chains, which would be impossible to achieve in the foreseeable future.

Japanese are said to be much behind the Western in rationalising total logistics by using computer systems. Optimisation is progressed well in local and specific fields such as manufacturing, parcel services and convenience store supplies. Whereas, total optimisation involving EDI (Electronic Data Interchange), ERP (Enterprise Resource Planning) and the structural reform is far slow as compared with the innovative Western logistics. This is because the Japanese logistics has been relying on the human resource capability and relationship between people and between companies. To the extent that the people working on the shop floor or in the front line of logistics can make themselves involved in the improvement of productivity, local optimisation may progress to the maximum degree. 

Coming back to the view of the Netherlands as the logistics hub of Europe, the consideration made above offers a meaningful suggestion. In order for the logistical hub to remain to be a hub in the future, core competence should be the constant advantage in a certain area over those chasing from behind. The Netherlands has been benefited with the advanced port facility and modal connections. However, to pursue physical expansion and technological innovation is not enough for the maintenance of its position as a hub. The expansion of port facilities has limitation and even creates diseconomy of road congestion and environmental deterioration etc. Then, what will be an additional element for the competitiveness as a logistics hub? The human factor has the key. 

Logistics cannot stand on its own. It is a subordinate function of manufacturing, trading and consumption. Therefore, to maintain the position of logistics hub should mean that the country also keeps a competitive advantage for the location of industries and distribution. What is lacking in the Netherlands in terms of human resource reliability may be more or less commonly missing all over Europe. However, the Netherlands cannot rest assured easily. The new entrants to the EU from the east are well informed of the importance of the issue by those who are planning to invest in those countries, and every effort is now being made to overcome that problem to gain the position of logistics hub of the next age.

Human resources will be better fitted to the management of logistics and supply chains of goods and materials if we place more emphasis on the issues such as a cross functional dialogue of policy makers, priority of management decisions, industrial relations, training, teamwork development, and among others school education, from primary to higher. 

The reliability of human resources will be the last battle site of the logistics hub competitions.

CONCLUDING REMARK

  In this paper, we have looked at the strong and the weak points of the Netherlands as the logistics hub of Europe from the Japanese perspective. Although Japanese logistics contains a lot of problems in itself and needs fundamental reforms in certain areas, it still has competitive edge in human resource reliability. In this context, Japanese logistics paradigm as illustrated above offers some suggestions to the future competence of a logistics hub in Europe. 

  For every nation, the constant incoming of foreign direct investments and the proceeding movement of resources, materials and products in supply chains are essential for sustainable growth of its economy. To be a logistics hub can greatly support the nation’s economy if it functions properly in terms of employment and income generation. However, once the nation has started losing its competitive edge in human resource reliability, the outflow of industries and the pertaining logistics begins and the move cannot be stopped for a log span of time. In other words, when industries move out of the country or region, the port start losing its competitive advantage as well.

  For both the existing logistics hub and the nations that are aiming to become the future hub, the improvement of the reliability of human resources is as important as investing in infrastructure such as harbour facilities and roads. Human resources are the key to a long-term success as a hub, but it has so far not been paid attention sufficiently enough as compared with the systems approach. Systems can be bought entirely from abroad. However, human resources must be cultivated within the country.  

  Henceforth, more policy discussion will be encouraged as to how a nation’s human resources may be fitted to the total improvement of logistics. Not only procedural improvements at working places, but also fundamental issues such as the nation’s education policy, security assurance, dialogue in industrial relations, cross-cultural communication and collaboration etc. should be put on the table for discussions in order to create the new dimension of logistics paradigm.

  It is our hope that this paper provides an additional perspective of the logistics hub concept from human resource reliability in conjunction with the competition among major ports. However, the achievement of the paradigm shift will depend on further conceptualisation and empirical analyses of each element of the fundamentals and on the proactive discussions by the practitioners and academics alike. It will be a long process of evolution of the embedded culture in logistics.

[Appendix]

Case Study - Distribution of Japanese Automobile Components in Europe

Here is an example of automobile components, which are manufactured in Japan and sold to a number of assemblers in Europe. The Japanese component manufacturer dedicates itself to maintaining product quality and shortening lead-times. In order to meet the requirements of the customers, the company took measures to have their stock close to the buyers in Europe. The choice for the storage place was a warehouse operated by a Japanese company in the Netherlands. Geographically it is within a reasonable distance to the manufacturing plants of the assemblers mainly located in Germany and Scandinavia. More important factor was the commitment to the logistics service quality by the Japanese warehouse operator.

This second-tier stock works as a European distribution centre. It was regarded essential to meet the buyers’ requirement for just-in-time delivery. However, placing stock closer to the destination was not enough for satisfactory service. In the automobile industries, approximately 30,000 parts and components are used to assemble one car. If one of the key components is found defective, while just-in-time manufacturing is undertaken, it can cause a stoppage of assembly line and create a serious damage to the assembler. Therefore, requirement for the constant supply of components of right quality is as important as the timing of delivery. 

In order to meet this tough requirement, what is done at the Dutch warehouse is to secure an opportunity for the final check, repair and modification, while intensive inspection of product quality is constantly undertaken in Japan. From time to time, technicians come from Japan on a temporary basis and stay at the warehouse for a few days to do that job. This is not economical from the logistic optimisation point of view. However, the Japanese company is determined to continue this operation in order to maintain the reputation for high quality of their products.  

Moreover, the Japanese warehousing company provides additional services. It is a kind of reverse logistics concerning the returnable steel pallets, which are used for environmental reason; i.e. collecting the pallets from the assemblers, transporting them back to the warehouse, checking their conditions, cleaning them, and consolidating them for shipment back to Japan in containers. All the documentation concerning this operation must be taken care of by the warehouse operator. This is a good example of value adding in the logistic process undertaken by Japanese companies.

Figure 2: Distributions of Japanese Automobile Components in Europe
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It is very interesting to see how differently the balance among quality, speed and cost is taken in the Japanese style of logistics. This operation obviously costs more for a short term. However, in the longer-term view, it may turn out to be an economical investment for keeping the customer within its arms for the following many years. It may be said that, in the Japanese style of logistics, the emphasis on the quality of goods and services often sacrifices short-term profit in order to gain a long-term benefit.

  In order to maintain this type of logistics service, the warehousing company has also been making effort to fit its workers to the European operation. A Japanese manager in Europe has always been directly involved in the daily matters. For them, communication with the logistics division of the client in Japan is crucial for smooth operation. In addition to that, availability of reliable local staff is essential. Costly Japanese expatriates should be replaced by European managers as soon as possible. The European managers must share the paradigm of logistics with the Japanese customers and compete with pier logistics providers.
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� Roos addresses the importance of the concept of ‘vertical decoupling’ for strengthening the position of a country as a logistics centre. See Roos, H.B. The concept of the customer order commercial decoupling in logistics management; A case study approach, Erasmus University Rotterdam, 2000 


� Lede, P. van de: Presentation at Erasmus Maritime Seminar, Rotterdam, November 2000. The reason for the lower percentage is supposed to be the Japanese preference to put stock as close as possible to the big markets such as Germany and France in order to deliver goods quickly.


� Interviews took place in the Netherlands with the companies including Nippon Express, Mitsubishi Logistics, MOL Logistics, Yamaha Motor, Fujifilm, Iris Ohyama, Mitsubishi Automobile and Sony in 2001 and 2002.
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				0







Cities



Goods Handeled, Gross Weight 
(x1 mln. metric tons)



Europe's Largest Ports 1998







seaports



				1998 European Container Seaports



				Rotterdam (NL)				6.01



				Hamburg (D)				3.55



				Antwerp (B)				3.27



				Felixstowe (UK)				2.50



				Bremen (D)				1.81



				Le Havte (F)				1.32











seaports



				0



				0



				0



				0



				0



				0







Name of Seaports



Containers Handeled (million)



1998 European Container Seaports







airport



				European Airports



				Zurich (5.5)				19301



				Munich (8.0)				19321



				Paris/ORLY (-/- 9.5)				24952



				Madrid (7.0)				25254



				Rome /FCO (1.3)				25328



				Gatwick (8.1)				29155



				Amsterdam (9.0)				34420



				Paris/CDG (0.4)				38629



				Frankfurt (6.1)				42734



				Heathrow (4.6)				60635











airport



				0



				0



				0



				0



				0



				0



				0



				0



				0



				0







Zurich (5.5) Munich (8.0) Paris/ORLY (-/- 9.5) Madrid (7.0) Rome /FCO (1.3) Gatwick (8.1) Amsterdam (9.0) Paris/CDG (0.4) Frankfurt (6.1) Heathrow (4.6)



Name of Airports & growth rate (compared to 1997)



1998 Pasenger Movements



European Airports



19 301



19 321



24 952



25 254



25 328



29 155



34 420



38 629



42 734



60 635







companies



				Foreign Companies in the Netherlands



				Western-Europe				224,200



				USA				138,500



				Japan				23,000



				Other Asia				1,200



				Other				8,000











companies



				0



				0



				0



				0



				0







Countries



Number of jobs



Number of jobs that foreign companies bring to the Netherlands







Dis centers



				Location of Europe Distribution Centers (EDCs)



				611 American EDCs



				The Netherlands				57%



				France, UK, Germany, Belium/Luxemburg				43%



				344 Asian EDCs



				The Netherlands				56%



				France, UK, Germany, Belium/Luxemburg				44%











Dis centers



				0



				0







344 Asian EDCs







living



				0



				0







.



611 American EDCs







Multi-lingual



				1998 Cost of Living



				UK				114



				France				106



				Germany				104



				Ireland				103



				Belgium				102



				Netherlands				100











Multi-lingual



				0



				0



				0



				0



				0



				0







Countries



Index: The Netherlands = 100



1998 Cost of living







total graph



								1 language				2 languages				3 or more languages



				Netherlands				73				44				12



				Belgium				48				26				8



				Germany				34				7				2



				France				33				7				1



				England				26				6				1











total graph



				0				0				0



				0				0				0



				0				0				0



				0				0				0



				0				0				0







1 language



2 languages



3 or more languages



Country



Percentage (%)



The amount of Foreign languages the people could speak







total



				X				Graph *****				Graph *****				Graph *****				Graph *****				Graph *****				Graph *****				Graph *****				TOTAL				Rank



				Netherlands				8				10				10				10				7				10				10				65				1



				UK				9				6				4				7				10				5				6				47				3.5



				France				6				7				8				5				8				6				7				47				3.5



				Germany				5				1				7				9				9				7				8				46				5



				Belgium				7				9				9				8				0				9				9				51				2











question 6



				



				Top 10 European Headquarter Locations



				Rank				City				Accessibility				Taxation				Labor				Quality				Office				Telecom				Track



																								of life				costs				costs				record



				1				Amsterdam				xxx				xxx				xx(x)				x(x)				xxx				xx(x)				xxx



				2				Brussels				xx(x)				xx(x)				xx				xx				xxx				x(x)				xxx



				3				Geneva				xx(x)				xx(x)				xx				xx				xx(x)				0(x)				xx



				4				Paris				xx				x				xx				x(x)				x				x(x)				xxx



				5				London				xx(x)				xx				x(x)				xx				0(x)				xx				xxx



				6				Zurich				xxx				xx(x)				xx				xx				xx				0(x)				xx



				7				Birmingham				xx(x)				xx				x(x)				xx(x)				xx(x)				xx				0(x)



				8				Budapest				xx				x(x)				xx				xxx				xxx				xx				0



				9				Dublin				xx(x)				xx(x)				x(x)				xx(x)				xx				x				0(x)



				10				Frankfurt				xxx				0(x)				x(x)				xx				xxx				x				x(x)



				Legend: xxx = excellent    xx  = very good    x = good    0 = poor/moderate











question 6



				D







Countries



Percentage %



1998 Standard Corporate Tax Rates



45







question 7



				Rotterdam (NL)



				Antwerp (B)



				Marseille (F)



				Hamburg (D)



				Le Havte (F)



				Amsterdam (NL)



				London (UK)



				Duinkerken (B)







Cities



Goods Handeled, Gross Weight 
(x1 mln. metric tons)



Europe's Largest Ports 1998



315



120



93



76



66



56



56



39







question 8



				Rotterdam (NL)



				Hamburg (D)



				Antwerp (B)



				Felixstowe (UK)



				Bremen (D)



				Le Havte (F)







Name of Seaports



Containers Handeled (million)



1998 European Container Seaports



6.01



3.55



3.27



2.5



1.81



1.32







question 9



				Zurich (5.5)



				Munich (8.0)



				Paris/ORLY (-/- 9.5)



				Madrid (7.0)



				Rome /FCO (1.3)



				Gatwick (8.1)



				Amsterdam (9.0)



				Paris/CDG (0.4)



				Frankfurt (6.1)



				Heathrow (4.6)







Zurich (5.5) Munich (8.0) Paris/ORLY (-/- 9.5) Madrid (7.0) Rome /FCO (1.3) Gatwick (8.1) Amsterdam (9.0) Paris/CDG (0.4) Frankfurt (6.1) Heathrow (4.6)



Name of Airports & growth rate (compared to 1997)



1998 Pasenger Movements



European Airports



60 635



42 734



38 629



34 420



29 155



25 328



25 254



24 952



19 321



19 301



19301



19321



24952



25254



25328



29155



34420



38629



42734



60635







				Western-Europe   224,200



				USA   138,500



				Japan   23,000



				Other Asia 1,200



				Other   8,000







Countries & Number of jobs



Number of Foreign Companies



Foreign Companies in the Netherlands



4217



1861



478



112



136







				The Netherlands



				France, UK, Germany, Belium/Luxemburg







.



611 American EDCs



0.57



0.43







				The Netherlands



				France, UK, Germany, Belium/Luxemburg







344 Asian EDCs



0.56



0.44







				UK



				France



				Germany



				Ireland



				Belgium



				Netherlands







Countries



Index: The Netherlands = 100



1998 Cost of living



114



106



104



103



102



100







				Question 6				Percentage								Numbers



				it is convenient to contact with other European countries.				81%								9



				a lot of people speak English very well.				81%								18



				there is Europe’s largest port, Europort.				42%								18



				there is a big airport Schipol.				42%								9



				the tax is low, which is 35%.				40%								35



				there is a good support of the local government.				40%								6



				there is a suitable school in English or Japanese nearby.				28%								5



				the economy is stable.				23%								35



				it is in the centre of Europe.				21%								10



				the motorway is running in all directions.				21%								17



				it is convenient to transport raw material and product.				14%								5



				it is easy to obtain reliable workers.				12%								17



				the environment is very good. Lots of green, clean water, clean air, etc.				12%								12



								21%								9				8



								42%								18				3



								42%								18				3



								21%								9				8



								81%								35				1



								14%								6				11



								12%								5				12



								81%								35				1



								19%								8				10



								40%								17				5



								12%								5				12



								40%								17				5



								28%								12				7











				0



				0



				0



				0



				0



				0



				0



				0



				0



				0



				0



				0



				0







item



the percentage that have chosen this item



Question 6







				Question 7				Percentage								Numbers



				not many people can speak English				49%								3



				costs are high				30%								3



				it is invconvenient to communicate with other countries				21%								9



				the taxes are too high				19%								0



				there is not a good support by the local government				19%								21



				it is not easy to obtain reliable workers				7%								8



				it is not in the centre of Europe				7%								13



				there is not a good Japanese or English school nearby				7%								3



				the political situation is unreliable				2%								1



				the environment is bad				0%								8



																				6



																				6



																				3



																				10



																				1



																				4



																				2



																				6



																				9



																				4



								7%								3				6



								7%								3				6



								21%								9				3



								0%								0				10



								49%								21				1



								19%								8				4



								30%								13				2



								7%								3				6



								2%								1				9



								19%								8				4











				Question 8				Percentage								Numbers



				People take sick leave too often.				67%								1



				Labour shortage.				67%								8



				The employment condition is unfavourable to the company.				35%								29



				People lack the sense of responsibility.				23%								10



				People take long holidays. e.g.) summer holidays for 3-4 weeks.				19%								15



				The cost is too high.				9%								29



				There are many burglaries.				5%								4



				Lack of workers at certain time of the year.				2%								2



																				8



																				5



																				1



																				4



																				3



																				1



																				6



																				7



								2%								1				8



								19%								8				5



								67%								29				1



								23%								10				4



								35%								15				3



								67%								29				1



								9%								4				6



								5%								2				7











				Question 9				Percentage												Numbers



				Yes				93%												40



				No				7%												3

















