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Agent of change?
On April 24,
2013, the Rana
Plaza in Dhaka,
Bangladesh
collapsed killing
over 1,100
garment
workers and
injuring a
further 2,500.
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Acknowledging
the
tragedy’s
first
anniversary Gilbert Houngbo, deputy
director general for Field Operations and
Partnerships for the UN’s International
Labour Organisation (ILO) said: “It was not
about an accident in one building. It was
about an issue that had severe implications
for many countries, particularly Europe
and the United States. It was about global
governance, global rules and regulations."
Earlier in April, apparel giant H&M announced
it was donating US$100,000 to the victims
and their families – none of whom apparently
worked for H&M or any of its suppliers.
The company thinks a long-term
compensation structure must be developed
for the Bangladesh garment industry based
on the ILO employment injury benefits
convention that came into force in 1967 and
amended in 1980. H&M adds that since
the country has yet to ratify the convention
there is “no legal framework regarding
compensation to workers” – hence its
donation to the ILO-managed Rana Plaza
Trust Fund. According to the ILO, it has
received US$15 million in donations out of
a required US$40 million to compensate
workers.
H&M adds: “We are now initiating work
with our business partners and other
stakeholders in the industry to create
a new insurance mechanism that will
guarantee adequate protection for all
workers and employers in a situation where
compensation is needed. The vision is that
this system will be built in and integrated
on industry level and thereby is applicable
to everyone, regardless of which buyer or
other international interests are present at
any given time. Only in that way, can the
industry properly protect the workers in a
long-term sustainable way.”
According to a recent study on creating
sustainable apparel value chains by
Maxmilian Martin of consultants Impact
Economy, the world’s garment and textile
industry had a turnover of US$3 trillion in
2011. One of the world’s oldest industries,
he says “it has alas often turned a blind

eye toward its environmental and social
impacts and an overall sustainable vision
for the industry is still lacking.”
He suggests the challenge facing the
industry today is to build sustainable
supply chains where humane working,
environmental and cluster conditions are
the norm rather than the exception, given
the production cycle is now measured in
days or weeks rather than months.
According to the ILO, the textile and
garment industry plays a key role in many
emerging economies. In Bangladesh, with
a population of almost 160 million people, it
now accounts for nearly 20 percent of GDP,
80 percent of total export earnings and over
four million direct jobs.
The country has over 5,600 readymade
garment (RMG) factories and employs an
average of 1,500-2,000 workers per facility far ahead of Indonesia with 2,450 factories,
Vietnam with 2,000 and Cambodia with 260.
Noting China’s apparel and luxury-goods
market is estimated to account for more than
20 percent (US$27 billion) of global luxury
sales by next year Martin says: “At stake
are the livelihoods and working conditions
of millions of workers, a sustainable future
for an industry that uses huge amounts of
natural resources such as water, energy
and chemicals, and serves consumers in
advanced economies with fashion products
that should be ethically sourced. “
One game-changer for Bangladesh and
its peers could be the emerging circular
economy – shifting from a linear cradle-to-grave
manufacturing process to cradle-to-cradle.
Martin explains that the current textile
industry model means raw materials are
utilised to manufacture goods that are then
sold, used, and discarded as waste – and
the advent of “fast fashion” has led to a
speeding up of the process. He argues that
the next generation of sustainable apparel
manufacturers will need to not only tackle
working conditions and environmental
footprints along the entire supply chain B

It has alas
often turned
a blind eye toward
its environmental
and social impacts
and an overall
sustainable vision for
the industry
is still lacking.
Maxmilian Martin 		
Impact Economy
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Given H&M’s High Street presence and focus on
Sustainability, maybe the US$1.2 trillion garment
business has found its necessary change agent.

but also shift from a linear economic model
to a circular one.

Gilbert Houngbo
Deputy Director General for
Field Operations & Partnerships (ILO)

Current research suggests fast moving
consumer goods (FMCG) industries,
including fashion, will soon move from
the current model where 80 percent of
consumer goods are not recovered - and
only two percent reused - to a model where
non-recovery drops to 50 percent. The
result will mean an estimated US$595US$705 billion cost saving of which 10
percent would be in textile production.
Martin says the circular model options
include optimizing end-of-use by raising
collection rates and recycling; finding
ways to have clothes circulate longer via
collaborative consumption models; and a
radically improved use of resources in the
production process.
One company that has already adopted
the third option is MAS Holdings in Sri
Lanka. The company’s Thurulie factory,
built at a cost of US$2.66 million, is a
10,000-square-meter facility with around
1,300 employees and is Leadership in
Energy and Environmental Design (LEED)
Platinum certified.
For garment workers, this means an indoor
temperature of 27° to 29.5°C (compared
with 35° to 36°C in other garment factories),
while consuming only 25 percent of the
cooling energy of an average facility. A
thermal roof load, the largest contributor
to heat gain and indoor discomfort in the
region, is controlled by a combination of
green, photovoltaic and cool roofs. Covered
with turf and plants, the high thermal mass
absorbs heat without transmitting it into the
building and reflects nearly 80 percent of
solar energy.
Energy is produced by photovoltaic and
hydroelectric power, which is renewable
and carbon neutral. The rooftop photovoltaic
system covers 10 percent of the factory’s
power needs and a small hydroelectric
power plant connected to the public grid
provides the balance. Generated energy
from solar and hydropower not used on
holidays and weekends is sold back to the
country’s power grid.

Smart lighting is used throughout the factory
and particularly on sewing machines –
specifically chosen for energy efficiency
- to focus the correct amount of light at
needlepoint. And every drop of water that
enters the site is managed though rainwater
catch systems with consumption reportedly
half that of comparable factories.
The result is one of the best clothing
manufacturers in Sri Lanka – and an apparent
box-ticker for Martin and the ILO in the
adoption of a sustainable social, economic
and environmental business model.
“Transforming the global textile and
garment industry so that supply chains are
transparent, working conditions adequate,
and environmental footprints are optimized
will require doing a lot of homework and
building a coalition for change,” says Martin.
With nine billion people having to clothe
themselves by 2050, he notes that today’s
apparel industry is not yet up to the task
of meeting the demands of this future in a
sustainable and profitable fashion. And to
avoid it becoming “the breeding ground
for modern slavery”, Martin says the
necessary change often starts “as the lone
creative act of a leader or innovator but no
transformation was ever achieved without
building a grander coalition.”
In a statement to coincide with the ILO visit
to Bangladesh in April, H&M said: “We
insist on higher wages in the textile industry
and we are truly committed to continue
to buy from Bangladesh. We hope and
believe that other large buyers are as well
since that is the only responsible approach
to take. In addition to that, we believe
collaboration with other stakeholders in the
industry is the best way to drive change. As
such we encourage other brands to join our
commitment and work towards a fair living
wage and continue to improve working
conditions throughout the industry.”
Given H&M’s High Street presence and
focus on Sustainability, maybe the US$1.2
trillion garment business has found its
necessary change agent. 
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Ericsson’s
paradigm

shift

Elaine Weidman-Grunewald
vice president of Sustainability 			
and Corporate Responsibility
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Last year, communication technology
company Ericsson produced nearly
US$40 billion in net sales that was
split 34 percent hardware, 43 percent
services and 23 percent software.

Addressing shareholders at the company’s
annual general meeting in April, president
and CEO Hans Vestberg noted this was a
paradigm shift from 14 years earlier when
company sales were 73 percent hardware
and 27 percent software and services.
With 40 percent of the world’s mobile
traffic carried over its networks connecting
2.5 billion subscribers, the company
can justifiably claim its relationship with
every major telecom operator has a direct
influence on how people, businesses and
societies create a more sustainable future.
Ericsson says its 2013 “Networked
Society” index ranking 31 major cities
found a strong correlation between triple
bottom line performance and Information
Communications Technology (ICT)
maturity. The report suggests advances
in ICT create opportunities for economic
growth through efficiency gains in both
production and services, as well as in
enabling leaner means of delivery.
Stockholm, London and Singapore
ranked as the top three cities followed
by Paris, Copenhagen and Oslo. Making
up the Top Ten were Hong Kong, New
York, Helsinki and Tokyo. Using the same
criteria, Ericsson notes cities in transition
include Beijing, Buenos Aires, Istanbul,
Johannesburg, Mexico City and Shanghai.
To put this in context, by 2020 the
company is forecasting over eight billion
mobile broadband subscriptions; 1.5
billion homes with digital television; more
than 50 billion connected devices, of
which 15 billion will be video-enabled,
relying on mobile IP networks in a market
worth US$750 billion.

Whilst acknowledging the business
opportunity, the company has also noticed
that waste from electrical and electronic
equipment (WEEE) - globally known as
e-waste - reached 48.9 million tonnes
in 2012 and is expected to increase 33
percent by 2017.
In a nod to the circular economy and a bid
to control its supply chain, Ericsson has
an end-of-life take-back programme for all
its customers to ensure its products don’t
land in Guiyu in China’s southern province
of Guangdong – part of a worldwide
network of unregulated recycling sites
that are estimated to handle as much
as 80 percent of e-waste volumes. The
company says it either reuses or recycles
over 98 percent of the metals and plastics
used in its products or they re-enter the
commodities market as raw materials. By
the end of 2013 it had increased its takeback volume from over 8,000 tonnes to just
under 10,000 tonnes
The EU’s WEEE directive requires Ericsson
and its peers to take back 45 percent of
the equipment it puts on the market (PoM)
by 2016 rising to 85 percent by 2019.
According to Elaine Weidman-Grunewald,
vice president of Sustainability and Corporate
Responsibility, the company’s long-term
objective is to “achieve 50 percent of
e-waste take-back vs. PoM in 2017 while
continuing to ensure less than five percent
of e-waste is disposed of in landfill.”
As airlines have noticed as a possible
straw in the wind, Ericsson has also been a
vociferous advocate of model shift in order
to reduce its carbon footprint from direct
operations while improving productivity
and lowering cost. B

the company’s 		
long-term
objective is to “achieve
50 percent of e-waste
take-back vs.PoM in
2017 while continuing
to ensure less than
five percent of e-waste
is disposed of
in landfill.
Elaine Weidman-Grunewald
vice president of Sustainability & Corporate Responsibility
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As part of this strategic shift, last year 78 percent
of the company’s outbound freight went by surface
rather than air – the target was 75 percent.

“Our objective is to maintain absolute
CO2e emissions from Ericsson’s own
activities for business travel, product
transport and facilities energy use at 2011
levels up to 2017. This means reducing
CO2e per employee by 30 percent over
five years. In 2013, Ericsson exceeded its
five percent target; achieving a reduction
of 10 percent CO2e per employee,” says
Weidman-Grunewald.
As part of this strategic shift, last year 78
percent of the company’s outbound freight
went by surface rather than air – the target
was 75 percent. No coincidence then that
2013 also saw Ericsson identify ocean
shipping as a “growing area of focus” for
its products – rather than just carrying
them. With the help of satellite technology
company Cobham, it provided Maersk with
reefer container tracking via mobile GSM
and satellite. The “mobility at sea,” solution
also provided the carrier with enhanced
ship-to-shore communication, position and
vessel speed data for fuel optimization.
“Making changes in the distribution supply
chain such as optimized packaging,

scheduled departures and increased rail
will enable Ericsson to reduce our CO2e
transport footprint,” claims WeidmanGrunewald. In addition to introducing
smaller engines and trialing renewables
for its vehicle fleet, Ericsson also uses the
Clean Shipping Index, an online tool which
rates ships and logistics companies based
on their levels of emission of CO2, nitrogen
oxides (NOx), sulphur oxides (SOx) and
particulate matter (PM). Worth noting for any
carrier or intermediary responding to an RFP.
According to the ICT’s global
e-sustainability initiative, its sector is
currently responsible for about 1.3 percent
of global CO2 emissions and despite
industry growth is only expected to rise to
about two percent in 2020. By then the 30
ICT members think they can reduce their
global emissions overall by 16.5 percent or
9.1 gigatonnes and save US$1.9 trillion in
energy and fuel costs.
Quite a chunky number for use
sustainably. 
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mentor?

VIEWPOINT
E
The air cargo sector often complains that outsiders neglect
our business, don’t understand it, or are not attracted to
it. In my view this is because we don’t spend enough
time thinking about and discussing who we are.
Air cargo has very visible infrastructure
and vehicles: huge cargo warehouses,
dollies carrying pallets and containers –
not to mention the aircraft themselves. But
these are just the tools of our trade: they
are what we use.
We spend countless hours at exhibitions
and conventions discussing some of the
less visible aspects: the extraordinarily
complex processes, handling shipments
of every size and shape requiring
different transport conditions as they are
carried to every corner of the world. We
have been working in recent years to
become a little better at explaining how
air freight contributes to the world, such
as supporting the efficient supply chains
needed for globalisation, international trade
and development, along with delivering
vital medicines and equipment, high-tech
goods and fashion, perishable food and
luxury items. But this is just what we do.
Yet who we are is central to the success of
any company, and it is most certainly the
key to the success of my own company.
We identify and discuss our values. We
share them with our customers and our
suppliers. They are not just a resource,
they are our identity, our culture, the
way we distinguish ourselves from our
numerous competitors.
At the same time, an organisation evolves,
and we are constantly recruiting new

talented, motivated individuals. We are
reaching out to universities and involving
students in projects or addressing them at
their place of study to share the attractions
of our industry.
I was, therefore, delighted when recently
introduced to Christine Dunton-Tinnus,
the founder and owner of Createtalent, a
specialist mentoring organisation. As a
leader, of course I like to be a mentor to
any high-potential recent recruit within my
own company. But I recently signed up
to Createtalent’s mentoring programme,
which brings seasoned executives and
young individuals from outside their
company together.
Createtalent’s mission is to help and
develop the next generation of young
talents through a professionally supported,
one-to-one relationship with a mentor.
The organisation has identified that one in
three young people do not have a mentor
and that university curriculums often do
not focus on solving ‘real-world’ problems.
A young person also does not have the
established professional network needed
to gain access to the business world or to
leverage the connections and knowledge
to make good decisions.
At the same time, the programme provides
companies with the opportunity to
attract and retain talent at an early stage
and develop their skills for the future.

The concept is straightforward: companies
and universities register themselves on
a neutral platform, which organises and
ensures quality control. The companies
in turn can register mentors, while the
universities register Masters-level students
as mentees. An online matchmaking
platform allows students to directly
connect with a mentor of their choice
based on their indicated area of interest.
Once mentor is matched with mentee,
mentorship begins. All sounds very
procedural, but it is sheer joy.
So at a time when we talk about needing
to bring new blood and new ideas to our
industry, I urge all freight leaders out there
to give this new model of mentoring a try.
You can’t know how rewarding it can be
until you do.
For more information, please visit www.
createtalent.org

▲

Oliver Evans is the Chief Cargo Officer for Swiss International Air Lines

Mentors also often report feeling good
about making a contribution and giving
something back to the next generation.
But the experience often has unexpected
benefits for both parties. For one thing,
the current generation of graduates are
in most cases more up-to-date than their
more experienced colleagues when it
comes to current technology and social
networking trends, potentially opening
your organisation and your way of working
to interesting questions and to new and
innovative approaches.
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Latin America
– who’s been swimming naked?

2014 will see the
effects
of
the
likely tapering of
quantitative easing
in the U.S. take
hold across Latin
America. The region’s
assets have been
magnets for capital
in recent years, and
logic has it that
an eventual U.S.
stimulus withdrawal
will increase U.S.
bond
yields
and
prompt a reversal in
the flow of funds –
out of Latin America.

That will weaken local currencies, cause
interest rates to rise and threaten countries
such as Brazil that have heftier financing
needs. To paraphrase Warren Buffett, only
when the tide goes out do you discover
who’s been swimming naked.
2014 will expose the divide between these
countries and their more pragmatic cousins,
led by the likes of Chile, whose more solid
economic fundamentals will better insulate
them from market volatility. These countries
enjoy the protection afforded by low current
account deficits, higher reserve levels and
less dollar-denominated debt. They also
have more margin for currency depreciation.
The panicked reaction to the U.S. Federal
Reserve’s initial tapering announcement
in May 2013 means that the withdrawal of
stimulus is likely to be modest in its initial
stages.
We do not expect a repeat of 1994’s socalled ‘Tequila crisis’, when sudden Fed
tightening caused a sharp devaluation of
the peso in Mexico, with impacts across
the region. If tapering advances, it would
signify that a sustainable recovery is under
way in the US.

Although China is now the leading trade
partner for the likes of Brazil, Chile and
Peru, the US remains Latin America’s preeminent trade partner. For Mexico, which
sends more than 80 percent of its exports to
its northern neighbour, measured tapering
should be seen as a boon, not a blow,
because it represents a vote of confidence
in the US’s economic recovery.
But the economic climate will be less
benign for Latin America than it has been
for many years. Prices for commodities, on
which many countries relied in the boom
years, are on a downward trend as China’s

growth slows and in all likelihood enters a
new phase of development – a steady clip
of 7.0 percent rather than the 9.0 percent
gallop of the last decade.
Studies show that for every percentage
point the Chinese economy slows, the Latin
American countries with the closest ties to
China decelerate by 1.2 percent. Nobody
is saying Latin America will catch a cold
because China sneezes, but the likes of
Brazil and Peru may have a case of the
sniffles in 2014. Nonetheless, the picture
is far from uniform. Mexico is more of a
competitor in manufactured goods markets
than a supplier of commodities, and its
labour cost advantage is likely to continue
in 2014 as near-shoring comes back into
vogue.
While the Mexico-Brazil reversal of fortunes
will not be as pronounced as the markets
sometimes make out, Brazil’s problems
point to a failure to address key issues
during the boom years. Faced with a cooling
of both domestic and international markets,
Brazil will struggle to switch swiftly to an
investment-led growth model because of
the failure of recent governments to tackle
the infamous ‘Brazil cost’ – the umbrella

term for the burdens of doing business
there, covering poor infrastructure, high
borrowing costs, a complex tax regime and
archaic labour legislation, among others.
President Dilma Rousseff’s record of state
intervention limits reasons for optimism,
and suggests she is more likely to address
the symptoms of Brazil’s declining
competitiveness than the causes. To top
it off, Brazil faces a presidential election
in October 2014 that will limit the scope
for much-needed reforms, including
a tax overhaul and an update of the
labour code. B
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Brazil is not the only country where trickier
economic conditions will make governing
more difficult and reduce the political
appetite for reform. Approval ratings for
Peruvian president Ollanta Humala are likely
to remain low in 2014, though this does not
presage a political crisis: his predecessor
but one, Alejandro Toledo (2001-06),
governed with single-digit approval ratings
for much of his presidency. Possible routes
to overcome tougher economic conditions
will not always be exploited. Peru’s massive
Conga mining project is likely to remain
hostage to regional elections in 2014, and
will therefore remain stalled.

Venezuela can no longer afford to punch
above its weight on the regional (or world)
stage. Most significantly, the retrenchment
of Venezuela’s regional oil subsidies is likely
to gather pace in 2014, with the Caribbean
beneficiaries – apart from Cuba – most
likely to face interest rate rises and stiffer
conditions from state oil company PDVSA.
While there is no power vacuum in Brazil,
2014 is likely to throw into relief the gulf
between the country’s projected image and
reality. The sporting prowess and cultural
vitality highlighted by the World Cup will
underline Brazil’s already well- established

One of the most significant developments in 2014 will be the continuing
evolution of the Pacific Alliance – comprising Mexico, Colombia, Peru and
Chile, which together account for 35 percent of Latin American GDP
In neighbouring Argentina, dwindling
support for president Cristina Fernández
following a setback in the 2013 legislative
elections is unlikely to herald any U-turn
on state intervention in the economy or a
concerted effort to tackle inflation. The
economy is therefore likely to remain weak.
Nonetheless, Fernández will continue to
defer dealing with problems beyond 2014.
For decades Latin America complained
about the overweening presence of the
U.S. in its affairs. In the early 2000s, as U.S.
foreign policy turned overwhelmingly to
the Middle East and elsewhere, the tables
turned and some regional policymakers
grumbled about U.S. ‘neglect’ in the face
of a leftist tide across Latin America. They
would argue that Latin America has suffered
the effects of a power vacuum for years
already. Others seized the opportunity to
diversify their trade relations, embracing
China as a voracious new consumer of the
region’s raw materials. Those countries –
led by Brazil, Peru and Chile – must now
adjust to a slower rate of Chinese growth,
which, if far from representing a vacuum,
poses challenges to the commodity exportled model.
Overall, the most significant power vacuums
across the region will be local, and none
more so than that triggered by Venezuela’s
slow-burn diplomatic and economic retreat
following the death in 2013 of its larger-thanlife former president Hugo Chávez (19992013). The parlous state of the economy –
held aloft largely by the price of oil – means

soft power credentials. But failure to
make headway on political reform, the
lag in realising oil projects and continued
corruption – which will remain under
intense scrutiny – point to the limitations
that continue to hold back Brazil’s global
power pretensions. Brazil’s quest for the
elusive UN Security Council seat will
therefore remain unfulfilled in 2014, even
if its relationship with the U.S. is likely to
recover after the bumps of late 2013.
One of the most significant developments
in 2014 will be the continuing evolution of
the Pacific Alliance – comprising Mexico,
Colombia, Peru and Chile, which together
account for 35 percent of Latin American
GDP – not just as a counterpoint to the
ALBA (Bolivarian Alliance for the Peoples
of Our America - Peoples’ Trade Treaty),
but as an enhanced platform for increased
engagement outside the region.
With little fanfare, 2014 could feasibly see the
Pacific Alliance ripen into a far more effective
alternative to the Southern Common Market
(Mercosur) trade bloc, which will continue
down the path of gradual obsolescence.
The business environments in the Pacific
Alliance countries are among the most
attractive in the region, with predictable
policy frameworks, fewer protectionist
tendencies, independent central banks and
higher productivity levels.
The cementing and expansion of the Pacific
Alliance will consolidate Latin America’s
growing links with the Asia-Pacific B
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region outside China. For example, the
reinvigoration of free-trade talks between
Mexico and South Korea is likely in 2014.
Outside the alliance, the consolidation of
Venezuelan oil flows to India will continue
and Trans-Pacific Partnership negotiations
will conclude, benefiting Mexico, Peru
and Chile. Colombia already has a freetrade agreement with South Korea, but is
struggling to fully exploit it while its own
Pacific region remains retarded by years of
government neglect and conflict.
A peace agreement should mark the beginning
of a regeneration process in the area, even
if tangible improvements in port and road
infrastructure will only materialise after 2014.
Oil pipelines to Colombia’s Pacific coast from
Venezuela will have to wait until after 2014,
though with Asia set to account for most of the
expected growth in oil consumption in coming
years, the stage is set for further geopolitical
shifts affecting the region.
China will remain a key player, even if its
growth rates drop down a gear, remaining a
prime creditor for Ecuador and continuing
to take 80 percent of Chile’s copper. China
will be a growing oil buyer for Venezuela
as the latter continues to decouple
commercially from the U.S. If Venezuela is
to maintain Chinese trust, President Nicolás

Maduro needs to deliver on oil deals –
proof, if ever it was needed, that Chinese
interest in Latin America is not ideological
but highly practical.
China’s interest in Latin America will not
detract from the fact that the region’s
geostrategic relations will continue to hinge
largely on the U.S., which will retain strong
economic and security interests in the
region in 2014.
Latin America faces more challenging
conditions in 2014 amid reduced global
liquidity and increased market volatility. But
the risk of a hard landing is lower than in
the past thanks to the trade diversification
and reforms put in place across much of
the region in recent years.
Where reform has been lacklustre,
vulnerabilities will be more pronounced,
but those most affected will in all likelihood
muddle through and avoid painful
adjustments. Social protests stemming from
historic problems and newer challenges
that have arisen from growth and economic
success will persist, but are highly unlikely
to coalesce into movements that threaten
stability.
Author Nicholas Watson is head of
analysis, Americas for Control Risks. 

Latin America: Extreme wealth threatens security
In a briefing to the World Economic Forum (WEF) in Panama City in April, Oxfam said the
113 richest Latin Americans have an annual income equal to the public health budgets
of nine Latin-American countries.
Last year the WEF warned that growing economic inequality is affecting social stability and
“threatening security on a global scale”.
Oxfam claims that while the richest in Latin America receive almost 50 percent (on average) of the region´s total income,
the poorest people receive just five percent. So while 164 million live in poverty, there are 65 Brazilian, 16 Mexican, 12
Chilean, eight Peruvian, five Argentinean, four Colombian and three Venezuelan billionaires.
The annual income of Mexico’s Carlos Slim – the world´s second wealthiest person after Bill Gates - equals the salaries
of 440,000 of his countrymen says Oxfam.
The agency notes that despite a decrease in inequality in the last 10 years, the region has income disparities comparable
to some countries in Sub-Saharan Africa and Southeast Asia.
“Latin America and the Caribbean have to face up to the social imbalance brought about by inequality. This disparity
allows wealthy elites to have inappropriate levels of political influence that robs ordinary citizens of the revenue generated
by natural resources, generates unfair fiscal policies, encourages corrupt practices, and defies the lawful authority of
governments” said Francoise Vanni, Oxfam´s director for Latin America and the Caribbean.
An earlier Oxfam report claimed that “wealthy elites distribute political power among themselves” to manipulate market
rules, ultimately undermining democracy and creating a world in which the 85 richest people have the same wealth as
3.5 billion people -the poorest half of the planet.
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where waste from one company is
turned into the primary resources of
another, is to shorten the cost and
length of the country’s supply chains.
When Panalpina first began working for
China’s Huawei Technologies, the role
was to manage end-to-end multimodal
logistics for the company’s IP, mobile
and telecomm network products
and services.
The burgeoning relationship prompted
Steve Hong Tian Feng, executive vice
president and chief operations and
delivery officer, Huawei Technologies
to say: "Huawei considers Panalpina
one of the most important global logistic
suppliers, and we appreciate their
support and extensive expertise in key
markets such as China and Brazil. I am
confident that with our procurement
strategy of concentrating on mainstream
suppliers we will be able to further
intensify our cooperation."
This they seem to have done with the
launch earlier this year of Panalpina’s
logistics manufacturing services (LMS)
in Sao Paulo, Brazil where the company
not only executes the final assembly
of semi-knocked down (SKD) units,
but takes full ownership of the whole
process – from planning to quality
control – apparently for Huawei’s
base stations.
Mike Wilson, global head of logistics
for Panalpina, says the move has been
prompted by China’s fossil-fuel energy
costs, shorter product life cycles and
a move to near-shoring. This, he notes,

is driven by the subsequent increase
in transport and manufacturing costs
in previously low-cost markets coupled
with government incentives to stimulate
local economic growth.
“Logistics is changing – rather than
simply transporting goods from A to B,
there is a growing trend for 3PLs to take
more ownership and responsibility for
their customer’s supply chains. Adding
LMS to our offering is a major part of
our strategy, and is the future of our
industry. It allows us to deliver faster
time-to-market while cutting costs,”
adds Wilson.
In 2013, Panalpina’s logistics division
increased its revenue from CHF896
million to CHF921 million and now
produces 14 percent of the company’s
revenue. Its value-added services now
account for 13 percent of that number
and 2014 will see the company focus
on industry verticals that include
technology, fashion, automotive and
healthcare in Latin America, Europe and
the U.S. Additional developing markets
include oil and gas in CIS countries.
In Brazil, the LMS offering involves 220
employees who are involved in terminals
(cell phones, tablets, modems), spare
parts for terminals, semi-knocked down
(SKD) assembly, finished goods and
spare parts for finished goods. Of that
number, 140 people support the B
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We speak our customer’s
language and that gives
them confidence
Krasimir Banchev
Panalpina’s expert for value-added logistics services

the final assembly and testing of SKDs
that includes assembling base station
boards and cabinets, running software
updates and final testing. Finished
products are then packaged, labeled
and passed to the adjacent warehouse
for outbound delivery.

Mike Wilson
Global Head of Logistics

Wilson says this sort of function
used to be the exclusive domain of
electronic manufacturing service
(EMS) companies such as Celestica,
Flextronics and the ubiquitous Foxconn.
In a departure from the normal 3PL
offering, Panalpina now employs people
with an EMS background in order to
look at a customer’s business from their
perspective and understand the critical
touch points in their supply chain.
“We speak our customer’s language and
that gives them confidence. We’re all
on the same team with the same ideas
about what needs to be done and how
to make it work,” says Krasimir Banchev,
Panalpina’s expert for value-added
logistics services.
For Panalpina's customer in Brazil, the
so-called “asset velocity” of moving final
assembly closer to the end user has
reduced supply chain times from 90 to
20 days with a resultant improvement in
the manufacturer’s cash flow coupled
with the option of increased product
customisation.
“SKD means you haven’t added the
value yet and can do so closer to the

customer,” explains Wilson. “ So in the
not-so-distant future we’ll be telling
our mobile phone provider how we
want our smart phone configured.”
What Panalpina is doing enables the
manufacturer to choose between a
Foxconn and the associated costs of an
extended supply chain and the delivery
of the finished product much closer (and
cheaper) to the end user.
It also allows for a much cheaper
reverse logistics and end-of-life process
that Wilson sees as a growth opportunity
for not only his company but 3PLs that
are prepared to move further up the
value chain. With the company already
doing the assembly, providing the latest
software, testing the final product and
delivering to the end user, bringing it
back on behalf of the OEM is a logical
next step. What makes LMS a little
different from conventional reverse
logistics is re-optimising the assembly B

process on behalf of the OEM for either
cradle-to-cradle remake or reuse, or the
cradle-to-grave process that will see
Panalpina disassembling the product for
either parts reuse or disposal to landfill.
Wilson, a former alumnus of Cardiff
University’s business school, approached
the college in 2012 with a view to develop
new ideas for the management and
execution of complex supply chains within
the framework of the product life cycle.
Since then the partners have worked
together to map inventories across
product life cycles. “There is a wealth of
material and research readily available
on modeling inventory and lean
principles. We are not trying to re-invent
the wheel, but take some of this work
and add original research to approach it
from the perspective of holistic product
life cycle management,” he says.
For Panalpina, the knowledge transfer is
an opportunity to access new thinking,
industry innovations and to play its part
in new fields of research while providing
its international business experience.
“This is how you drive innovation,”
says Andrew Lahy, responsible for the
continuous improvement of Panalpina’s
global logistics operations. “Panalpina,
and the industry as a whole, must
constantly adapt and innovate. The best
way to do this is to encourage students
and academics to challenge the way

we do things now, and work with us to
improve our operations for the benefit
of our customers, such as by working
towards leaner inventories.”
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So it’s not a huge step from managing
a leaner inventory to reusing the one
you have: “For the manufacturer, an
advantage in the developing circular
economy is to use a 3PL that has multiple
sites around the world,” explains Wilson.
With over 200 facilities worldwide,
Panalpina has more knowledge touch
points in a product life cycle to add value
than anyone except the OEM. “I think
the day is already here. You don’t have
to be an Einstein to work it out. 3PLs
are going to have to do more than be a
transactional supplier who puts freight on
an airplane or ocean vessel.”
Wilson acknowledges that his company
is providing LMS to a number of
technology customers in Latin America,
the Gulf and parts of Europe in a bid to
become embedded in the manufacturing
process from cradle-to-grave or cradleto-cradle. Pointing out that he talked
recently to a TV manufacturer about
LMS, Wilson says his aim is to position
Panalpina as a “product life cycle
management company”.
Such new thinking should resonate
with China’s move to a future resourceconstrained circular economy. 

I am New Frontiers

Astrid Schoenenberger
Continuous Improvement & Kaizen Executive
They say the best way to predict the future is to invent it. So, on a regular basis our teams take time oﬀ to work on new
solutions, unorthodox approaches, and imaginative concepts that will help our clients stay ahead of the game. It is yet
another way We care for your cargo.
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Building a new

Belgium?
Jacques Ancher, the former head of KLM Cargo and
latest TIACA Hall of Fame inductee, was always an
enthusiast of air cargo industry partnerships.

It’s probably a Dutch thing – supremely
pragmatic practioners of the “why not?”
approach to problem solving.
Given the current red ink all over the Air
France-KLM Group, Erik Varweijk, the
Flying Dutchman currently responsible
for returning the cargo division to profit,
must sometimes wonder whether it
would be easier to do it without the extra
challenge of a twin corporate culture.
Varwijk, the executive vice president for
Air France-KLM-Martinair Cargo brand
mouthful, was handed the short straw
last year of what is still second only to
FedEx as the largest air cargo carrier
in the world in terms of freight tonnekilometres.
Reporting a drop of 2.5 percent in unit
costs and a 5.6 percent increase in
cargo productivity between Q1 2013
and Q1 2014, Varwijk appears focused
on leveraging this unrivalled FrancoDutch network asset with an expanded
overlay of specialist offerings including
pharma and mail/express.
Speaking at TIACA’s Executive Summit

in Istanbul on April 24, Brian Clancy a
founder of aviation consulting company
MergeGlobal and now a partner in
Logistics Capital & Strategy, echoed the
observation of FedEx chairman Fred Smith
who told IATA’s Cargo Conference in March:
“The future ain’t what it used to be”.
Both men seem to think the golden age
of airport-to-airport cargo shipping and
its associated business infrastructure is
all but over for some players.
Clancy told conference attendees that
the supply-side is facing four major
challenges in a post-Great Recession
era: slow growing episodic demand; a
declining length of haul; rising shipment
density and a shift to what he describes
as “hybrid inventory strategies”
prompted by shipment consolidation
and modal shift.
So the future direction of, and
involvement in, shipping by air will
depend on the rise of middle class
spending in developing countries and
what type of supply-side company
is going to meet their service
requirements.
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Crystal ball-gazing to 2018, Clancy
comes to a similar conclusion as Smith:
“The integrators are in a better strategic
position relative to forwarders and will
further improve their market position in
intercontinental small package, divert
the highest yield emergency air freight
shipments away from airlines, and recapture downgraded air freight demand
with their vast ground package and LTL
networks in North America and Europe.”
Forwarders, meanwhile, “will manage
modal substitution of planned air
freight users by re-capturing palletsized shipments as LCL sea freight
or consolidated FCL shipments. Net
revenue margins per kilo will likely drift
down forcing [them] to explore new
initiatives to reduce unit costs.”
Clancy reassured his largely airport-toairport sector audience by suggesting
non-integrated airlines operating belly
capacity will always have what he
euphemistically describes as “pricing
flexibility” due to the passenger revenue
contribution to operating costs. At the
same time carriers with fuel-efficient
B777/B787 passenger aircraft will benefit
from increased cargo payload per
departed seat; and those airlines that can
afford next generation freighters will gain
from an industry with fewer competitors.
As one of the airlines able to afford fuelefficient replacement aircraft, Varwijk

declines to comment on a current study
to determine the future of Martinair’s
mixed fleet of B747-400s, MD-11s and
B777 freighters. He acknowledges that
while certain types of traffic still require
such aircraft, the amount of capacity
in the marketplace makes it extremely
difficult for freighter services to make a
net contribution on some routes.
With KLM continuing its 747 Combi
operations until 2020 – providing
adequate main deck capacity for
traffic that needs more headroom – the
airline's widebodied passenger fleet,
soon to include A350s and B787s,
could be enough to meet the needs of
its customers should Martinair's ageing
capacity get the thumbs down.
Given that Air France and KLM operate
a B777 passenger fleet, the study will no
doubt conclude whether there's a valid
argument for retaining the two B777
freighters and partnering with other
operators for ad hoc capacity.
Coming from the passenger business,
Varwijk is clearly not someone attached
to the historic idea that if you don’t have
a freighter you’re not serious about
cargo. Airline industry pundits might
focus on the comings and goings of
cargo operators with freighter fleets
measured in single or low double-digits,
and overlook the rather telling fact that
FedEx has no problem making enough
money to keep flying 649.

We share data – not like the old 		
days. If you want to do it right,
you have to establish a certain standard.
You have to have data sharing for an
end-to-end solution. You can’t have
a black hole in the data stream
for Novartis.

Pfizer’s confirmation in late April that it is
making a bid for AstraZeneca, despite
being rebuffed twice, suggests the pharma
industry sees a growing market for its
products from a varied demographic in
both developed and developing countries.

Ramon Delima

A key aspect of this goal is partnering
with Kuehne + Nagel and its “K+N
Pharmachain” product that launched
in 2012. The service is built around
active wireless sensor technology that
the company says provides real-time
monitoring “across all transport modes,
locations and supply chain interfaces.”
For Delima, the relationship with K+N is
an open book: “We share data – not like
the old days. If you want to do it right, you
have to establish a certain standard. You
have to have data sharing for an end-to-end
solution. You can’t have a black hole in the
data stream for Novartis.”

AF-KL-MP Cargo vice president for business verticals

According to Ramon Delima, AF-KL-MP
Cargo vice president for business verticals,
the group is investing €35 million in temperaturecontrolled pharma facilities at Paris, CDG
and a new centre at Schiphol in a bid to
grow this business 10 percent a year.

He acknowledges the weakest part
of supply chain visibility is the modal
handshake – so K+N’s RFID makes sure
the ground handling of US$1 million
worth of life-saving UNICEF drugs on their
way to Africa doesn’t include a deadly
tarmac suntan.
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Jacques Ancher, (third from the left)
TIACA's latest Hall of Fame inductee

The airline group is also targeting
express and mail to take advantage
of the global growth in consumer
e-commerce in a bid to double its
contribution to 25 percent of total
revenue by 2020. Stephane Bocquet,
vice president for express and mail
services, says the division is going
to spend €50 million to support
a dedicated business unit; a new
specialized warehouse in at CDG
and Schiphol; a leadership role in
the industry’s International Postal
Corporation; a new IT system; expansion
of its express BtB subsidiary Sodexi;

and a closer partnership with Geopost
– the express subsidiary of France’s La
Poste that also operates the DPD road
network.
With cash flow apparently enough
to pay for new aircraft financing, still
employ 100,000+ people and support
a global network of 243 destinations in
103 countries, this latest Franco-Dutch
hybrid is meant to be profitable by
2016. And like both French and Flemish
citizens probably continue to say,
Belgium wasn’t built in a day either so “why not”?

Managing the combined
An-124 fleets of ANTONOV
AIRLINES and
VOLGA-DNEPR AIRLINES

T: +44 (0) 1279 682100 F: +44 (0) 1279 681139 E: sales@ruslanint.com W: www.ruslanint.com
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The Dutch Delta
turns circular
The Port of Rotterdam is helping to
establish a “Circularity Centre” to
focus on knowledge and business
development in the emerging
circular economy.

The World Trade Organisation put the
announcement in context with its April
reporting of the top merchandising
exporters for 2013:
While China tops the list with 11.8 percent
of world volume valued at US$2.21
trillion, what will come as no surprise
to Rotterdam’s port managers is the
Netherlands at No.5 - (US$664 billion or
3.5 percent of global exports); behind
the U.S. (US$1.58 trillion, 8.4 percent);
Germany (US$1.45 trillion, 7.7 percent);
and Japan (US$715 billion, 3.8 percent).
Commenting on the new centre, Allard
Castelein, CEO of the Port of Rotterdam
Authority says: “Over the next decades,
the Port Authority aims to really start the
transition towards a circular economy.
This requires us to change our way of
thinking and working: use far fewer raw
materials, make optimum use of these
resources and, above all, recycle them.
This will enable us to close the loops. The
Circularity Center is another step on our
route towards concrete projects. Projects
that are intended to help us attract new
forms of economic activity to Rotterdam, in
addition to more traditional manufacturing
approaches. This way, we can ensure
that the port continues to be one of the
mainstays of Dutch prosperity in the
second half of the 21st century.”
The port says the Rotterdam/Delta region
could be a catalyst for the shift to a circular

economy. Rotterdam generates €15.5
billion per year in direct added value,
attracts €1.5 billion in annual business
investment and contributes 3.3 percent
of Dutch GNP. Antwerp, as the second
largest port in the Delta, produces €8.5
billion a year and represents 5.2 percent
of Belgian GNP.

27

The Dutch suggest this Delta region has
an “intrinsic motivation for the transition to
a circular economy; the ports, on which
it so heavily depends, can only maintain
their societal value and deliver more
value added by responding to global
challenges.”
Rotterdam has now joined forces with the
Dutch Rabobank and recycler/energy
producer Van Gansewinkel – the latter
operates in Germany, France, the Czech
Republic, Poland and Hungary with an
annual turnover of over €1 billion. CEO
Cees van Gent explains: “Van Gansewinkel
has a wealth of knowledge that can be
used to help build a circular economy.
In order to accelerate the process,
partnerships and collaboration play a
vital role in concrete projects. It’s about
translating circular concepts and ideas
into concrete business for today. That’s
what we intend to achieve together in the
Circularity Centre.”
As a first step, the three organisations
have outlined a ten-step action plan for
companies to adopt circularity: B

Rotterdam generates €15.5 billion per year in direct
added value, attracts €1.5 billion in annual business
investment and contributes 3.3 percent of Dutch GNP.
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The focus
needs
to lie on
creating business
cases which
attract investment
by companies,
investors 		
and banks,
Coert Beerman
CEO Rabobank Rotterdam

Step 1: Vision and leadership are the
essential starting points in making the
transition from a linear to a circular
economy. Leadership comes from the
judgement – based on sound business
logic – that closer cooperation between
companies involved in one chain creates a
larger opportunity for all than if companies
act in isolation. Cooperation needs to focus
on managing resource flows and maximising
the value from all products and by-products.
Increasing cooperation along supply
chains provides an excellent basis for
focusing on building a circular economy.

Step 5. New relationships between
companies and new levels of cooperation
within those relationships will depend
on exchanges of physical resources
and materials as well as data flows. This
requires state-of-the-art infrastructure
and logistics expertise. Infrastructure
can be an expensive asset and a poor
investment if not utilised fully. One aspect
of the circular economy is optimising
infrastructure deployment by maximising
use options by multiple companies, which
should help ensure prudent investments in
infrastructure.

Step 2. All companies benefit from
constructive engagement with local
communities, and in building pathways
to a circular economy this will be
especially the case. The circular economy
represents a new direction with the
likelihood that new facilities will be
needed: On the one hand this may mean
new job opportunities, but on the other it
may mean new economic activity ‘in my
backyard’. Community support will help
new development to proceed smoothly.

Step 6. Like traffic, the circular economy
needs a set of rules and standards to
organise exchange and cooperation,
particularly with respect to mutual
liabilities, transactions, material qualities
and complaints. Between companies
within a particular chain there needs to be
contractual agreements to control resource
flows, which cover quality, quantity and
timing of delivery. More broadly, a common
language is needed throughout the circular
economy. Resource flows, supply chain
partnerships, cooperation and leverage
are examples of terms that would benefit
from a more standardised definition to help
build an understanding between potential
supply chain partners.

Step 3. Successfully creating new
combinations of materials and improving
input-output relationships between
companies depends on a strong
knowledge base at all levels. A part of
[this] is the development of expertise to
measure the impact of circular systems.
This is relevant from the viewpoint of
society but more to inform the investment
decisions of individual companies and
partnerships within the circular economy.
Quantifying the advantages of circularity
compared to conventional production and
manufacturing processes, and finding
opportunities to transfer these advantages
into real money will be an important test as
we move along the pathways to a circular
economy.
Step 4. The circular economy requires
innovative thinking as businesses will
need to break current models and build
new ones while breaking some of the rules
around how things are currently done and
establish new ones. New technologies are
needed to enable business processes to
be re-engineered, used products to be
refurbished and remanufactured, and to
allow wastes to be reused.

Step 7. Over past decades, companies
have improved their supply chains
linearly (e.g. standardising pallet sizes,
improving logistics and introducing justin-time processes). The next paradigm is
full supply chain integration through the
circular economy model. Supply chain
managers are increasingly realising that
an integrated (circular) supply chain
provides a competitive edge. Banks
need to become an integral part of the
supply chain and provide a platform that
facilitates financing throughout the chain.
Supply chain financing creates a new view
on corporate finance, where banks will
have to tailor their instruments and products
towards specific supply chain requirements.
Transparency and accuracy of (invoicing)
information is key as it enables a bank
to identify key actors and understand
developments within each chain.
Step 8. A central element of the circular
economy is for by-products to be used B

elsewhere in the process – or in another
process – and for end products to be
returned to a manufacturer or third party.
When users are not owners they have
strong incentives to return products to
manufacturers for maintenance and repair,
and are contractually obliged to return
products at the end of their useful life.
Manufacturers can establish viable takeback schemes to refurbish, remanufacture
or recycle products at the end of their
use. Financing use rather than ownership
requires a new approach in at least three
areas: Manufacturers’ business models
have to change from selling a product
to selling a service; manufacturers need
the financing capacity to deal with longer
cash-to-cash cycles as a consequence of
leasing rather than making a sale; and
consumer protection legislation should be
tuned to change from products to services.
Step 9. Traditional risk management
considers the supply chain to be an
external factor and is not seen as a tool
to enable improved risk management.
System integration in the circular economy
can help to reduce risks in three ways.
First, integration and circularity can have
a direct impact on the better deployment
of raw materials that are becoming
increasingly scarce and a major source
of risk itself. Second, cooperation along
the chain can result in better visibility and
stability of flows, thus reducing volume and
price shocks. Finally, cooperation helps
to structure payment patterns and thus
lowers financial risk - and lower risk results
in lower transaction costs.

Step 10. Business will do the ‘heavy
lifting’ to establish and progress along the
pathways to a circular economy. However,
governments can and should play an
important role in supporting actions
taken by business. Explicit support from
governments for the pathways to a circular
economy will help private sector investors
and will help to create a dynamic where
the community feels engaged and is
therefore more likely to contribute to the
process. Inevitably, there will be barriers
that stand in the way of progress towards a
circular economy, and a commitment from
governments to address these barriers would
be helpful to private sector investors.
Rabobank and the Port Authority say they
are convinced that a circular economy will
create great opportunities for the region
and the Dutch economy in general. Coert
Beerman, CEO Rabobank Rotterdam
notes: “This initiative was not just born
from a sense of social responsibility. Above
all, we believe that closing production
loops will create strategic advantages for
businesses, as this not only requires fewer
of our scarce raw materials and energy,
it also encourages collaboration and
innovation.”
For Beerman, the new centre’s main
strength will be its pragmatic character:
“The focus needs to lie on creating
business cases which attract investment
by companies, investors and banks,” 		
he adds. 
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Learning how to

Move the world
Klaus-Michael Kuehne, honorary chairman of
Kuehne+Nagel International (K+N) and majority shareholder, seems to be big on Sustainability – people,
planet, profit and process.
In K+N’s latest annual report, the
company devotes 10 pages to the
subject – which may help to explain how
it reported an 11.9 percent increase in
net profits of CHF150 million for the first
three months of this year on turnover of
CHF4.13 billion.
This follows net revenues of CHF20.9
billion in 2013 – up from CHF20.7 billion
the previous year. Net profit was also up
from CHF484 to CHF597 million – just
shy of the CHF600 million the company
reported for both 2010 and 2011.

Klaus-Michael Kuehne
honorary chairman of
Kuehne+Nagel International (K+N)

Kuehne, who is also a major
shareholder in the new Hapag-lloyd/
CSAV containership merger via Kuehne
Maritime, controls K+N through his
Kuehne Holding company which in turn
holds 53.3 percent of Kuehne + Nagel

international. His non-profit Kuehne
Foundation holds a further 4.4. percent.
Some might say Kuehne, who with
US$10.4 billion is No.113 on Forbes’
Top 500 Billionaires list, retains an
extraordinary influence on Germany’s
logistics sector after more than 45
years with his company. Nevertheless
in 2008 he began a succession
process that in the following year saw
the appointment of Karl Gernandt, a
former Deutsche Bank, A.T. Kearney
and Holcim executive, to the board of
K+N International. Gernandt has been
chairman since 2011 and is also vicechairman of Hapag Lloyd.
Commenting on the process, Kuehne
said at the time: “I have decided to pass
many of my responsibilities into B

younger hands and I am fortunate to
have found a person to whom I will
entrust a significant part of my life’s
work… Furthermore, it is my intention
to expand the field of interest of the
Kuehne Holding AG and to initiate
new entrepreneurial engagements. As
the Kuehne Foundation will someday
inherit my shareholding in Kuehne +
Nagel, the board of the Foundation will
be enlarged and rejuvenated with top
management talent… I will continue to
foster Kuehne + Nagel’s leading position
in the global logistics industry – which is
of heartfelt importance to me – through
my experience and entrepreneurial
contributions.”
The Kuehne Foundation, begun in
Switzerland in 1976, appears to be the
vehicle the 76 year-old Kuehne is using
to demonstrate sustainable business
practices in the global logistics industry
– or as it is described in K+N’s annual
report: “[he] regards his commitment to
quality and sustainability as an important
part of his social responsibility as an
entrepreneur.”
And it probably takes a billionaire to keep
it all going. As of 2013, his Foundation
supports a professorship of Logistics
Management at the Federal Institute of

In an 		
extremely
difficult and
stagnating market
environment, we
achieved an increase
in both volume and
profit margin. With
our focus on
industry-specific
solutions, we are
evidently on 		
the right path
Karl Gernandt 		
Chairman K+N International

Technology in Zurich; the Kuehne Centre
for Logistics management at WHU –
Otto Beisheim School of Management
in Vallendar, Germany; a professorship
for Logistics Management at the
“Hochschule für Internationale Wirtschaft
und Logistik“, in Bremen; a professorship
for Logistics Management at Tongji
University, Shanghai; and the Centre of
Excellence for International Logistics
Networks at the Technical University Berlin.
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Not satisfied with underwriting several
logistics Chairs, in 2010 Kuehne
opened his own school – the Kühne
Logistics University (KLU) in Hamburg
– to offer students a Bachelor’s degree
in management, a Masters in global
logistics, an MBA programme and a
Doctorate degree. Last year Kuehne
injected more money into the KLU as
the curriculum was expanded to include
a Batchelor degree course for some of
the 200 students on a new campus in
the HafenCity, a developing district in
Hamburg’s old port area.
Four and a half hours of autobahn driving
south of the HafenCity is the Kuehne
Centre for Logistics Management at
Vallendar where the focus is mainly
on network sustainability and risk
management, humanitarian B

Karl Gernandt
Chairman K+N International
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K+N sustainable
environmental
management
K+N says it is committed to a
broad-based environmental strategy
in order to achieve a continuous
reduction in global CO2 from its
operational activities; a reduction
in the consumption of natural
resources by recycling or a lower
material input; the use of electric
power from low-energy or renewable
sources; and the provision of
environment-friendly product
alternatives to enable customers
meet their own sustainability targets.
In 2012 the company introduced
a global facility carbon calculator
(GTCC) database based on
historical and current records from
more than 650 company sites.
Last year the company had all its
subsidiaries and branches certified
by Bureau Veritas in accordance
with ISO standard 14063-3.
The GTCC tool was used to record
a 20 percent reduction in transport
CO2 emissions (45,484 tonnes) in
2013; a drop in energy consumption
of 11 percent (46 million kwh); water
consumption was reduced by 36
per cent (384,726 cubic metres) to
1.7 million cubic metres; and waste
recycling was up by 36 percent year
on year.
K+N also works with the Clean
Cargo Working Group; Green Freight
Europe and Green Freight Asia;
Smartway; COFRET; the Air Carbon
Industry; and the Laboratory for
Climatology and Remote Sensing.
The company also participates in
the annual survey of the Carbon
Disclosure Project and last year
scored 87 of a possible 100 points
in six categories: governance &
strategy, risks and opportunities,
emission reporting, emissions
management, stakeholder
engagement and verification.

logistics, management of logistics service
providers and logistics outsourcing. The
centre is currently investigating how
logistics in the world’s megacities can be
improved in order to shape sustainable
urban growth. Another study is examining
what capabilities logistics providers need
in order to meet the needs of customers
from standardised transport services to
complex contract logistics.
With an assumption that climate change
is going to provoke more humanitarian
disasters, in 2010 Kuehne launched a
humanitarian and emergency logistics
project (HELP) to provide government
and NGO first responders with further
training and consulting services. The
Foundation says HELP is designed
to
“professionalise
humanitarian
logistics and to enhance the efficiency,
effectiveness and transparency of the
relevant processes.”
Last year K+N set up regional HELP
offices in Singapore for Asia-Pacific;
Tanzania for the South-East aid corridor;
and Ethiopia to support the ongoing
humanitarian chaos in the Horn of
Africa. The move proved timely when, in
November, Typhoon Haiyan hit parts of
the Philippines. A team from Singapore
was on the ground in the most severely
affected regions for three weeks in
support of the British aid organisation
Plan International.
Given Kuehne’s determination to educate
future logisticians, it is not surprising that
his company also provides a similar
opportunity to its 63,000 employees at
over 1,000 locations in more than 100
countries.
Last year an apprenticeship programme
supported over 11,000 people in
12 specialisations - an increase of
14 percent over the previous year
– via more than 20,000 training and
further education courses in quality
management, contract logistics and
seafreight. A newly introduced code
of conduct campaign involved nearly
the whole company in “face-to-face
instruction” on compliance issues.
In addition, 71 employees from 28
countries started the first training module
of what K+N describes as a “high
potential” programme covering project

management, leadership, team building
and ethical business behaviour. This year
the company is adding to the programme
with the launch of six-month internships
in one of its many subsidiaries.
If there was ever an example of “people
not planes (or ships) deliver” consider
that prior to April’s CSAV merger, Hapag
Lloyd lost money employing around
7,000 people to manage its asset-based
global liner network, compared to nine
times that number at “asset-light” and
profitable K+N.
So perhaps no surprise that in handling
3.6 million TEUs and 1.13 million tons
of airfreight in 2013, the company is
expanding its high quality, temperaturesensitive multimodal services: “Reefer
container services are no longer niche
products…K+N Pharmachain meets the
requirements of the pharmaceutical
industry: a seamless cool chain with
the highest quality standards and
transparency… a specialised distribution
solution was developed in the overland
sector.”
Gernandt acknowledges the move
to value-added products – and the
implied expertise that is required to
meet customer expectations: “In an
extremely difficult and stagnating market
environment, we achieved an increase in
both volume and profit margin. With our
focus on industry-specific solutions, we
are evidently on the right path,” he notes.
“In 2013 we put in place the most
important elements for strong further
development: having a dynamic and
well qualified management team with a
clear market focus, who will also take
advantage of the opportunities offered by
an even more efficient process structure,
gives us in the board of directors a
confident view of the years ahead.”
While remaining “cautiously optimistic”
for 2014, Gernandt says the 124
year-old company must become less
dependent on cyclical growth and
focus more on specific sector solutions.
Fortunately for both employees and
customers, Kuehne’s Foundation will
remain an integral part of the K+N
education programme long after its
owner moves on to an area of even
higher learning. 
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u Deutsche Post DHL says
it expects growth in average
earnings of more than eight
percent between 2013 to 2020
based on a 2013 EBIT of €2.86
billion.
The 2015 EBIT target of between
€3.35 billion and €3.55 billion
remains unchanged. Despite a slowing
in the growth of the forwarding market,
the group expects its DHL divisions to
continue to be the main contributor to
revenue and profitability with an average
EBIT growth of 10 percent per year
over the period. Deutsche Post says
the growth of Internet-based shopping
is likely to see a three percent rise in
operating profit for its mail division over
the period. 

expected to be fully operational by
the first half of 2015. "The U.S. has
amazing wind and sun resources that
will never run out. We are delighted to
make this investment – it is great for
jobs, great for energy security, and great
for our business," says Steve Howard,
IKEA’s chief sustainability officer. The
Hoopeston Wind facility is expected to
generate up to 380 GWh of renewable
energy each year, equivalent to 130
percent of the total energy (electricity +
heat) consumed by IKEA in the U.S. The
company has now committed to 206
wind turbines in eight other countries:
Canada, where it is now the largest retail
wind energy investor; Denmark; France;
Germany; Ireland; Poland; Sweden; and
the United Kingdom.

u A report by the Frankfurt
School-UNEP
Collaborating
Centre
for
Climate
&
Sustainable Energy Finance,
says
that
renewables
accounted for nearly 44
percent of newly-installed
electricity
generating
capacity in 2013 and stopped
an estimated 1.2 billion tonnes
of CO2 emissions from being
put into the atmosphere.
The report coincides with a meeting of the
UN Intergovernmental Panel on Climate
Change (IPCC) that is expected to
recommend the decarbonisation of global
energy systems to reduce the effects of
climate change. However the so-called
‘gigatonne gap’ – the difference between
the world’s current emissions trajectory
and the course required to keep global
warming below 2°C – remains huge
says WWF International: “Growth in the
clean renewable sector is good news,
but it’s extremely worrying that this is way
below what is needed to avert dangerous
climate change. Political security, reliable
investment frameworks and ambitious,
binding renewable energy targets are
needed to more than triple investments in
renewable energy over the next 15 years”
said Stephan Singer, director of Global
Energy Policy at WWF International. 

u A document on the circular
economy by the Swiss Academy
of
Engineering
Sciences
and the World Resources
Forum says the sustainable
handling of natural resources
is not simply a question of
technology, ecology and waste
management but also includes
economic, social, political,
cultural and ethical aspects.
In a bid to find solutions they present
three country case studies and their
different approaches to achieving
the same goal of a more sustainable
planet: China – which has the political
power for a top-down approach to
shape a completely restructured
industrial and social system; Germany,
subject to external constraints in the
form of EU directives along with
national, regional and local demands;
and Switzerland with its step-by-step
approach based on finding solutions Showa Corp., an automotive
through the involvement of all parts manufacturer based in
stakeholders. 
Saitama, Japan is the latest
company to plead guilty to
u SC Johnson says its Manaus, price fixing in an on-going
Brazil site was the company’s investigation by the U.S.
eighth manufacturing facility Department of Justice (DoJ).
to achieve zero landfill status
Showa has agreed to pay a US$19.9
as part of a goal to reduce
million criminal fine and joins 26 other
global manufacturing waste 70
companies and 24 executives caught in
percent by 2016.
a conspiracy to fix rig bids and fix prices
Other zero landfill facilities include two
that has cost them a total of US$2.3
in China and one each in Pakistan,
billion. According to the DoJ, Showa
The Netherlands, the U.S., Poland and
Canada. The company says that by the conspired to suppress and eliminate
end of 2012, 10 of its facilities achieved competition in the automotive parts
waste diversion rates of at least 90 industry by agreeing to rig bids for, and
percent. In Manaus, the company said it to fix, stabilize and maintain the prices
examined the site’s entire production chain of, certain pinion-assist type electric
to identify its primary sources of waste, powered steering assemblies sold to
developed a revised material separation Honda Motor Co. Ltd. in the U.S. and
process and an innovative packaging elsewhere. 

u
As part of its People &
Planet Positive sustainability
strategy, the IKEA group has
allocated US$2 billion to
invest in wind and solar by
next year in a bid to produce
and consume 100 percent
renewable energy by 2020.
The latest development is the purchase
of its first U.S. wind farm in Hoopeston,
Illinois. The 98 megawatt facility is

reduction system, and launched an
internal campaign to increase awareness
around the environmental impact of
employees’ waste. Kelly Semrau, chief
sustainability officer at SC Johnson
commented: “Waste reduction – and
achieving zero landfill – is a key role in our
business strategy to continuously innovate,
making even better products in the most
sustainable way possible.” 
u
UPS is growing its Latin
America healthcare logistics
network with new or expanded
facilities near Mexico City, Sao
Paulo, and Santiago, Chile to
reach what the company claims
is nearly 70 percent of the
total healthcare consumption
and manufacturing markets in
Latin America.
"Latin America represents a strong growth
opportunity for healthcare companies
and providers who rely on UPS's
network of dedicated facilities, air freight,
and safety and compliance expertise
to support their business goals," said
John Menna, UPS vice president, Global
Healthcare Strategy. "These facilities
offer greater access to the best-in-class
logistics solutions for pharmaceutical,
biotech and medical device companies
serving Latin America.” According to
a 2012 pharmaceutical report issued
by Mexico's Ministry of Economy, the
country is a major producer of hightech medicine including antibiotics,
anti-inflammatories and other widelyused healthcare products and has 14
of the top 15 international healthcare
companies in the region. 

TNT Express has reported Q1
2014 revenues of €1.6 billion
– a drop of 6.6 percent on the
same period last year.
The operating income for the period
was €17 million compared to €219
million in Q1 last year that included
the UPS purchase termination fee of
US$200 million. The company said
revenues were lower in the quarter
because of negative foreign exchange
movements, the disposal of its China
domestic business and what it describes
as ”contract pruning”. Commenting on
the result, CEO Tex Gunning said: “TNT
Express’ performance improved this
quarter. I am particularly pleased with
the profit recovery in our core European
segments and in Asia Middle East &
Africa as a result of the restructuring
initiatives taken since last year. The
Brazilian team deserves special mention,
with excellent progress made on the
turnaround resulting in a break-even
result for the quarter.” The company
expects to close the sale of its Dutch
TNT Fashion business with an asset value
of €46 million in the next quarter. 
Air China reports “a slight
improvement” in the air cargo
market for Q1 2014 compared
to the same period last year.
The company’s overall operating revenue
was RMB24.4 billion, up 7.48 percent
year-on-year; operating cost was
RMB20.7 billion, an increase of 5.3
percent; and net profit was RMB93
million, a fall of 62.71 percent when
compared to 2013. Air China says the
drop was mainly due to a net exchange
loss from the depreciation of the RMB.
Cargo RFTKs rose 10.92 percent to
1.19 billion while capacity increased
17.49 percent to 2.34 billion. As a
result, the overall load factor fell three
points to 50.73 percent. Air China
chairman Cai Jianjiang commented:
"The aviation industry still faces
many challenges and the operating
environment remains difficult, but the
Group will continue to adopt measures
to proactively address changes in the
market while striving to generate greater
synergies by working with our strategic
partners. We will also further improve
the integration of our operations and
strengthen our competitiveness so as to
achieve sustainable growth." 
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Living thePurplePromise
Many of us take for granted the little things we can accomplish every day because
we have the ability to see what is in front of us. Literally we have eyesight. We
move quickly and easily thanks to our vision.
For eight year-old Akash, who lives in Mumbai, India,
eyesight is probably not something he takes for granted.
Akash was born with exotropia, a condition that caused one
of his eyes to turn in a different direction. Exotropia not only
affected Akash’s vision, but also his ability to learn and his
self-esteem. Because Akash lived in extreme poverty, there
was no opportunity for his eyesight to be repaired, until it
was determined that he qualified for a free surgery through
Orbis, a non-profit organization dedicated to treating
and preventing blindness—an organisation that FedEx
supports.
However, a last minute problem threatened the surgical
procedure. Akash’s mother needed to sign a waiver to
allow the surgery to happen, but no one could find her. She
had left her children in foster care while she searched for a
job, and doctors had not been able to track her down. That
was when Priyal Warty, a Mumbai-based FedEx marketing
specialist, stepped in. Priyal helped organize a search
party to find Akash’s mother. The team ultimately found the
woman and had the necessary waiver signed. Akash had
successful eye surgery, and is living today with corrected
vision.
The FedEx sponsorship of Orbis is just one example of
corporate social responsibility (CSR)—a
topic I recently addressed at Boston
College’s 2014 International
Corporate Citizenship
Conference. I was excited to
see hundreds of people in
the audience representing
companies that span the
globe—a sign that CSR is
becoming more relevant to
business practice.
I believe corporate social
responsibility and running
a successful business are
inseparable. They go hand
in hand. There is a natural
relationship between
doing well as a company
and doing good in the
world.

When a business grows, its capacity to do good in a
community and in the world grows. Well led, successful
businesses generate profit that translates organically to
social responsibility. I believe this is how the most effective
CSR is generated, and how it will continue to be created.
FedEx built a commitment to CSR into the business from
the very beginning—dedicating itself not just to moving
packages from A to B, but also connecting people,
opening them up to the global marketplace to improve the
standard of living, and building social capital across the
world. It’s credibility you can’t generate by simply making
a donation. You have to work at this kind of reputation
building. It needs to radiate from the heart of who you are
as a business, and you need employees to believe in it.
It’s one of the things I admire about the 300,000 team
members who make up FedEx. As I told the Boston
College audience, wherever I am in the world, the FedEx
culture is similar—you live by the Purple Promise. While
FedEx, as a company, supports Orbis, our FedEx team
member, Priyal Warty, had a bigger vision. She went the
extra mile to organize a search party to help ensure an
eight year-old Mumbai boy was on track for his necessary
eye surgery. You won’t find that in any corporate
guidebook or instruction manual. That takes heart.
The most enduring way to build corporate reputation is
to be on the street, every day, in a given community—to
be local even if you’re headquartered on the other side of
the world. It takes more than sight for a company to find
its calling in the world of corporate social responsibility—
it takes leaders with vision to drive a business toward
success and sustainability, and, in the process,
create a better world.
Raj Subramaniam heads up all global marketing, product
development, brand, digital access and communications
teams for FedEx worldwide. Prior to his current position
he held management positions as senior vice president,
Global Marketing; president of FedEx Express, Canada; and
vice president of marketing and communications in Asia.
Subramaniam was born in Trivandrum, India and received
an undergraduate degree in Chemical Engineering from
The Indian Institute of Technology in Mumbai. He went on
to earn two post-graduate degrees - a Master of Science
in Chemical Engineering from Syracuse University and an
MBA from the University of Texas at Austin. He serves on
the board of directors of the U.S.-India Business Council,
Orpheum Theatre of Memphis and American Heart
Association.
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