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Pursuing sustainability in commodity trading

Khaitan International prides itself on a strong network of loyal suppliers and customers. BY KARYS LAM, KOH MIN YEE BENJAMIN, LAW JIA QI AND LOW JING YEE ZOEY

THE rise of sustainability bodes
well for international commodity
trading house Khaitan Internation-
al, which aspires to build sustain-
able business models that support
its goal of recycling, and promote
the transition to a waste-free circu-
lar economy.

Of the three main categories of
commodities in which Khaitan is
involved, the largest is the metals
and scraps category. This accounts
for about half of its business, with
lead as the top metal.

Through its subsidiary Maptras-
co, the company buys scrap metal
from scrapyards and sells it to cus-
tomers who smelt, reuse or con-
vert it to other forms. For example,
car batteries are taken apart for the
lead they contain, which is smelted
and refined to be reused in new car
batteries; the plastic casing is recy-
cled to make granules.

The two other categories of
commodities are agro-produce
and industrial raw materials. By be-
ing in these two areas, Khaitan
champions sustainable farming
and the use of environmentally-
friendly packaging like jute bags.

Overcoming early challenges

Khaitan has come a long way since
it was founded in 1985 by Pawan
Khaitan, who cut his teeth in the
import-export business in his
birthplace, India. He decided to use
Singapore as his base aftera visitin
1982. Singapore’s efficient banking
system and competitive borrowing
rates, its strategic geopolitical loca-
tion which provided easy access to
larger markets such as China and
Europe, and its reputation as a re-
gional trading centre were key fac-
tors in his decision.

[t was a steep learning curve for
the young company, which had to
deal with quality issues with sup-
pliers and non-payment problems
from buyers.

To tackle this, Khaitan establish-
ed a system of checks, with com-
prehensive due diligence to ferret
out potential high-risk customers
and suppliers. To spread the risks,

“We are here not
only to make money
but also make a
difference. ‘Flawless
execution’ isn’t just a
phrase, it’s our
raison d’etre.”

Pawan Khaitan,
chairman and founder,
Khaitan Intermational

the company diversified its cus-
tomer and supplierbase. It also lev-
eraged trade finance products
such as letters of credit and trust
receipts to facilitate trade and miti-
gate payment risks.

Today, with Khaitan still at the
helm but supported by his son, se-
nior executive Manish Khaitan, the
family business trades with com-
panies in more than 90 countries
from Australia to South America,
racking up US$150 million in an-
nual revenue. In 2018, the compa-
ny won its first Enterprise 50
Award.

Just-in-time shipping,

long-term relationships

Khaitan’s business model entails
buying commodities and trans-
forming them into customised,
consumable products. Its invento-
ry is managed on a just-in-time ba-
sis, which reduces inventory costs.
The company further improves its
efficiency by arranging for direct
shipments from suppliers to cus-
tomers.

Mostof its products are sourced
from India. Among them are raw
cashew nuts, black pepper, chem-
icals, lead and copper scrap. To en-
sure its suppliers have sufficient
inventory to meet its require-
ments, Khaitan has agreements to
purchase a minimum fixed amount
every month. Similarly, it has
agreements with its customers to
purchase a minimum fixed amount

Khaitan International’s chairman and founder Pawan Khaitan (left) with his son, senior executive Manish
Khaitan (right), at the 2018 Enterprise 50 Awards. Today, the family business trades with companies in more
than 90 countries, from Australia to South America, racking up US$150 million in annual revenue.
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fromit. This business model hasal-
lowed it to remain inventory-light
while maintaining good client and
supplier relationships.

Said the founder: “We are here
not only to make money but also
make a difference. ‘Flawless execu-
tion’ isn'’t just a phrase, it's our rai-
son d’ etre.”

First, Khaitan has a commit-
ment to perform. It maintains its
delivery commitments despite the
uncertainties of sea freight, where
delays and container shortages are

fairly normal. This can be tough,
especially with inventory managed
on a just-in-time basis, but Khaitan
mitigates this with a wide base of
suppliers from different countries.
Whenever there isa shortage in one
country, the company requests
more inventory from other suppli-
ers, enabling it to keep its commit-
ment.

Second, Khaitan takes pride in
its strong network of customers
and suppliers. About 80 per cent
have been with the company since

itwas established, with a high level
of trust having been forged. Even
though buyers and sellers can deal
directly with each other, they have
continued to use Khaitan as an in-
termediary.

Third, like many businesses,
Khaitan has adopted digitalisation
to streamline its processes. This
became even more important
when restrictions were imposed
during the Covid-19 pandemic.
The company uses an end-user
computerised accounting system,

which givesitareal-time view of in-
ventory levels and enables it to
keep track of payments and deliv-
eries.

As chairman, the elder Khaitan
oversees the overall operations,
making decisions about the com-
modity positions to hold, and what
to buy and sell. He is also the com-
pany’s financial planner and con-
troller, heading the risk assess-
ment and credit control of counter-
parties.

The younger Khaitan focuses on
the company’s day-to-day oper-
ations. He monitors banking and
credit lines, tracks payments from
customers, and identifies and re-
solves all issues related to ship-
ping. He also plays a key role in ma-
naging the procurement and sale
of inventory, to ensure that the
just-in-time model runs smoothly.

Khaitan’s 10-man management
team is split over other functions:
documentation, liaison, accounts,
procurement and sales.

The company is exploring new
commodities and expanding into
new markets. This will create busi-
ness opportunities and strengthen
its network, bringing even more
value to its customers.
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