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The destruction of Malaysia Airlines MH17 is a reminder that the barbarous
behaviour of the Middle Ages hasn’t disappeared with 21st century
globalisation.
While the airline industry plays a vital role in civilising humanity - transporting
three billion people and 35 percent of global trade by value - it is an economic
and social enabler that remains, quite literally, far above the local horror that
is Iraq, Syria, the Gaza Strip, northern Nigeria, the DRC or eastern Ukraine.
So when chaos and commerce suddenly and violently collide, it is a
reminder of how fragile is “the instrument of peace” - as IATA CEO Tony
Tyler describes international aviation.
While politicians debate, the airline industry just gets on with the job of
connecting millions of people and thousands of businesses, every hour,
every day.
So although this is not the first time a commercial airliner has been shot
down by mistake, the cynical indifference of those who enabled such a
senseless act near Donetsk do not deserve to be called leaders – or even
‘separatists’.
If air transport is to continue its role in the 21st century as Tyler hopes, Ukraine
will need more than talk from the EU to ensure Aleksandr Borodai and his
mentors are delivered to the International Criminal Court in The Hague.
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You (still) can’t get there from here 			
Governments are ignoring a long-standing agreement to expand
intra-Africa air trade in favour of third party carriers. 			

Taking the risk out of conflict
Intel Corporation is the first to ensure products sourced from the
Democratic Republic of Congo contain "clean" minerals.

Time to change risky business 						
What happens to an airline if it can’t land on water?

TIACA leadership training
Apparently there was a buzz in the air, and it was about change.

Cleaning up the bottom line. 						
America’s corporations are aiming for “frugal innovation”.

Tata sustainability – more than just karma? 				
The company earned US$5 billion in net profit in its last fiscal year 		
and spent US$110 million on CSR. Why?

Air cargo has its "garage" moment 					
Leadership and Sustainability: are the two words synonymous?

Drivers wanted as U.S. logistics consolidates
The glamour is wearing thin for underpaid and overweight truckers.

Woodland growth to double 						
The rise and rise of UK manufacturing should come as no surprise 		
to the forwarding industry.

New LUV from Southwest
What do you do with 1,873,000 sq. ft. of unwanted leather seat covers?
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News that Gulf airlines are developing further
partnerships with African airlines suggests many
of the continent’s governments prefer to ignore
a long-standing agreement to expand intraAfrica air trade in favour of third party carriers.
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A
1999
agreement
signed
in
Yamoussoukro, Côte d'Ivoire committed
44 countries to deregulating air services
and opening regional air markets to
transnational competition. According
to a report published this month
commissioned by IATA, not much has
happened since then. A flight from Lagos
to Algiers still takes up to 17 hours via
Casablanca because there’s no direct air
service of just five hours.
“This report demonstrates beyond doubt
the tremendous potential for African
aviation if the shackles are taken off.
The additional services generated by
liberalization between just 12 key markets
will provide an extra 155,000 jobs and
$1.3 billion in annual GDP,” says IATA
CEO Tony Tyler.
The 12 nations cited by Tyler in the
new study are: Algeria, Angola, Egypt,
Ethiopia, Ghana, Kenya, Namibia,
Nigeria, Senegal, South Africa, Tunisia
and Uganda. Of the 66 country pairs
between them, 34 (52 percent) had
some form of direct service in 2013. With
liberalization, an additional 17 country
pairs will benefit from direct service,
bringing the total to 75 percent.
Although Africa is home to 12 percent of
the world’s population it accounts for less
than three percent of the global air service
market. The report says expansion
and improvement of air transport on
the continent has been hampered by a
restrictive and protectionist intra-African
regulatory regime.
After colonial independence, most states
established their own flag carriers that
primarily focused on route development
to European capitals rather than
strengthening intra-African or domestic
networks. This has led to the crosssubsidization of unprofitable domestic
and regional routes supported by profits
from intercontinental routes protected
by
monopoly-oriented
agreements.
As a result, domestic, regional, and
trans-continental air service markets
remained underserved, inefficient, and
uncompetitive.
The study cites several reasons why the
expected economic benefits haven’t

materialised since the ‘Yamoussoukro
Decision’: Countries still want their own
national airline and there’s no mechanism
to form and jointly own carriers; some
nations continue to restrict market access
under the pretext that their airline is not
ready to compete in a liberalised market;
some have preferred to give traffic
rights to “carriers from other continents”
over indigenous airlines; and regulators
outside Africa – particularly the EU –
have blocked airlines access to their
markets despite strong safety records
due to a lack of confidence in the safety
oversight provided by African regulatory
authorities.
As a result, apparently it is still more
convenient and faster to fly from a
city in West Africa via London, Paris,
Amsterdam, or Dubai and back to
a neighbouring city in the region
than to travel direct. Not surprisingly,
IATA calculates non-African carriers
currently transport about 80 percent of
intercontinental traffic to and from the
continent.
Although African aviation already
supports 6.9 million jobs and produces
more than US$80 billion in GDP, Elijah
Chingosho, secretary-general of the
African Airlines Association, thinks the
new research confirms what most people
in the industry already know: "The study
clearly highlights the crucial role air
transport plays in driving economic and
social development in Africa through
enhanced connectivity. Governments
should support the growth of the industry
by fully liberalizing African skies as
intended by the Yamoussoukro Decision.”
Where African nations have liberalised
their air markets, either within Africa
or with the rest of the world, IATA says
there have been substantial positive
benefits: The air services agreement
between South Africa and Kenya in the
early 2000s led to a 69 percent rise in
passenger traffic.
At the end of last year, Kenya’s
Airports Authority broke ground on
the construction of a new terminal at
Nairobi that will increase the airport’s
annual handling capacity by 20 million
passengers, a four-fold increase over B

Africa represents
a huge potential
market for aviation.
It is therefore
unfortunate that
African states
are opening their
aviation markets to
third countries but
not to each other.
Ms. Iyabo Sosina,
secretary-general. African
Civil Aviation Commission
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current levels. The new terminal is a
response to the airport’s 12 percent
annual growth rate that is set to hit 25
million passengers per year by 2025.
Ethiopia has now signed bilateral air
service agreements with over 90 countries
– including open skies agreements such
as the U.S. in 2005. As a result liberalised
intra-African routes have led to a reduction
in prices by 10-21 percent and increased
flight frequencies by 35-38 percent.
Without these deals, it is unlikely that the
airline could have become the largest
carrier by revenue and profit in Africa and
one of the fastest growing in 2013.

South Sudan’s
oil-backed crisis
On the third anniversary of its independence, South Sudan looks like
it is sliding into a dangerous cycle
of oil-backed debt. The new budget
signalled that another 3 billion SSP
(US$1 billion) would have to be borrowed from oil companies next year.
This is a huge sum and is almost equivalent
to the amount donors are spending to
alleviate the humanitarian catastrophe
that is unfolding. Worryingly, most of this
money will go straight back to the same oil
companies, to pay off last year’s debts.
More alarmingly still, the South Sudanese
public have no idea on what terms this
US$1 billion is being borrowed. It’s all been
agreed behind closed doors. Citizens must
be told the terms that their government have
struck with the oil companies so they can be
sure their government is negotiating the best
deals in the high risk world of oil-backed
borrowing.
The government and the rebels failure to
negotiate a way out of the conflict is pushing
up state spending on the armed forces,
while development projects go unfunded.
Around 35 percent of the budget will be
used to pay for the security sector. At the
same time, Ban Ki-Moon has warned that if
the conflict continues, half of South Sudan’s
population will be homeless, starving or
dead by the end of the year. After the
debts are paid-off and the soldiers paid,
little remains for spending that will directly
benefit ordinary citizens. Only 12 percent of
the budget will be invested into healthcare,
infrastructure and education combined.
We have seen these types of debt cycles
before. If the government is to avoid bankruptcy, it must take steps to get its house
in order and make any future loan deals
transparent. If it is serious about investing in
the South Sudanese people, it also needs
to get serious about the peace talks too.
And if these talks are to produce a stable
South Sudan, oil has to be at the top of the
agenda.
- author Emma Vickers is a South Sudan
campaigner for Global Witness

“Africa represents a huge potential market
for aviation. It is therefore unfortunate that
African states are opening their aviation
markets to third countries but not to each
other, which does not promote the spirit of
the Yamoussoukro Decision. This isn’t just
holding back African aviation, but African
economies,” adds Ms. Iyabo Sosina,
secretary-general of the African Civil
Aviation Commission.
IATA reports African carriers’ cargo growth
increased 7.2 percent in May, significantly
higher than the average 2.9 percent
growth for the first five months of 2014
and prompted by a bounce-back in the
continent’s largest economies.
Acknowledging the continent is made
up of assorted economic and political
organisations, the study says the postYamoussoukro era has produced varying
degrees of regional liberalisation: Although
collectively North African countries have
yet to liberalise their markets, Morocco
has been the most proactive among them.
Following an open skies agreement with
the EU in 2006, the country has seen a 160
percent rise in traffic and an increase in
routes from 83 to 309 by last year.

In West Africa, the Economic Community of
West African States has failed to make any
meaningful progress towards liberalisation,
but the smaller West African Economic
and Monetary Union has gone beyond the
Decision and agreed to an EU model that
includes cabotage rights. Finally the Banjul
Accord Group has agreed to a multilateral air
service agreement that creates a liberalised
regime in line with the provisions of the
Decision.
The Economic and Monetary Community
of Central Africa has implemented all
the necessary legislative and regulatory
elements to comply with the provisions
of the Decision while in South and East
Africa, the Eastern Africa Community has
elected to revise bilaterals to align with its
principles of the Decision. Conversely, the
Southern African Development Community
has failed to make any progress because
of the dominant position of South African
Airways says the study.
While the report points out the obvious
benefits of a liberalised air regime that
could produce an extra five million
passengers per year, it leaves it up to Tyler
to make the political point: “It is essential
that African governments use aviation as
a critical driver of social and economic
development. The Yamoussoukro process
has been ongoing for decades -- Africa
cannot afford to delay its implementation
any longer. Greater connectivity leads to
greater prosperity. I am an optimist for
Africa - but we need governments to act
on their commitments, and set aviation free.”
Notwithstanding the progress by Kenya
and Ethiopia, if the past 15 years are any
indicator, the Gulf carriers might just say
“good luck with that”. 

It is essential that African governments
use aviation as a critical driver of social
and economic development.
Tony Tyler, CEO. IATA
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CO
With Congo army generals who controlled the mining now suspended,
moved out of the area or even ending up at the International Criminal Court,
the vacuum is now being filled by at least 21 companies sourcing from
16 conflict-free mines. There was only one in 2011.
African Tribal Wooden Hand Carved Mask From Congo

9

In June this year electronics manufacturers were
required to submit a good faith disclosure to the
U.S. Securities & Exchange Commission (SEC) as to
whether their products contain so-called conflict
minerals sourced from the Democratic Republic of
Congo (DRC) or neighbouring countries.

Taking the risk out of

ONFLICT
After beginning the process in 2009 to
become conflict-free, Intel Corporation
is one of the reportedly six percent of
manufacturers who filed on time. In
January it announced it is producing the
world’s first fully conflict-free product that
contains clean Congolese minerals.
The annual reporting requirement is one
outcome of the 2010 U.S. Congress
Dodd-Frank legislation designed to halt
an on-going humanitarian crisis caused
by elements of the Congo military
and armed gangs in the DRC and
neighbouring Rwanda.
Section 1502 of Dodd-Frank is a response
to the eastern Congo’s economy that has
been dominated by conflict minerals for
the past 15 years. The Congolese Senate
says minerals worth US$1.2 billion have
been smuggled out of the country over
this period.
The International Rescue Committee,
founded in 1933 at the request of Albert
Einstein, estimates that since 1998, more
than 5.4 million people have died in the
DRC as a result of this crisis which has
also destabilized the mineral-rich eastern
part of the country, created insecurity,
displaced thousands of people and
perpetuated a cycle of extreme poverty.
Earning an estimated US$185 million a

year, the armed groups have been selling
the illegally mined gold - plus tin, tantalum
and tungsten (T3s) - via intermediaries to
a previously unsuspecting electronics
industry.
According to a report by the Washington
DC-based Center for American Progress’
Enough Project, response to Dodd-Frank
has begun “to remove the gasoline”
helping to fuel Congo’s conflict as armed
groups have disappeared from 67
percent of 3T mines in the eastern part
of Congo.
The combination of Dodd-Frank and
electronics industry supply-chain audits
has also led to the creation of a twotier market for 3Ts. Minerals that don’t
go through conflict-free programmes
now sell for 30 to 60 percent less - thus
reducing profits for armed groups trying
to sell them.
With Congo army generals who
controlled the mining now suspended,
moved out of the area or even ending up
at the International Criminal Court, the
vacuum is now being filled by at least 21
companies sourcing from 16 conflict-free
mines. There was only one in 2011.
According to the Enough Project, conflictfree industrial investment led to the B

conflict-minerals
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I am personally
committed to
ensuring that Intel
does the right
things, in the right
way… We believe
that corporate
responsibility
creates value for
our company,
our stockholders,
and society.
Brian Krzanich CEO INTEL

production of US$115 million in clean
gold in east Congo’s south Kivu province
last year as wages of miners increased
along with safer working conditions.
Commented one investor: “Dodd-Frank
has made a huge impact, wildly beyond
the architect’s dreams. It is no longer
economic[al] for armed groups to mine
[3Ts]. We never would have been looking
at investing in mines in Congo if it weren’t
for this law.”

well as business and political elites says
the report. The U.N. Group of Experts
estimates that 98 percent of artisanal
gold (approximately 10-12 tons, worth
between US$380 and US$500 million)
was smuggled out of Congo in 2013.
The Enough Project authors says “state
agents” are part of the process and
charge US$20-US$50 per load plus a fee
of $2,500 per shipment at the Congolese
border to Rwanda.

For the first time since its independence
from Belgium in the 1960s, Congo has
a validation process to evaluate mines
as conflict-free. So far, 112 out of 155
surveyed have passed an audit. DoddFrank has also led the establishment
of the Conflict-Free Smelter Program,
OECD/UN due diligence guidelines, and
a certification process to certify mines
and exporters.

Sarah von Billerbeck, a lecturer at King’s
College London and former UN employee
in eastern Congo, notes the passage of
Dodd-Frank hasn’t led to a significant
drop in violence: “Minerals alone have
never been the main source of conflict
in the DRC; instead, conflict is at its root
linked to poor or absent governance both
nationally and regionally… Removing
armed actors from mines is important,
but doing so will not solve problems that
are, at their base, political.”

One result is that over 40 percent of
the world’s 3T and gold smelters, the
apparent choke point in mineral supply
chains, have passed third-party conflictfree audits.
Electronics companies, NGOs and
governments are now supporting a
“bag and tag” system that identifies the
minerals extracted from conflict-free
mines and mitigates risk of tampering
as they move downstream through the
supply chain. At the smelter, the tags are
then returned to provide verification of
the ore’s conflict-free origin.
Through audit programmes driven by
Intel and its peers, the smelters are held
responsible for documenting the origins
of each mineral and accepting minerals
exclusively from conflict-free mines.
However despite progress on the 3Ts,
gold is still financing armed actors as

For Intel, however, the establishment of
a conflict-free supply chain involving
the DRC seems more than just good for
business. Writing in the company’s CSR
report in May, CEO Brian Krzanich said:
“I am personally committed to ensuring
that Intel does the right things, in the
right way… We believe that corporate
responsibility creates value for our
company, our stockholders, and society.”
The company’s global supply chain
includes 16,000 suppliers in over
100 countries providing materials for
production, tools and machines for
factories, logistics, travel, packaging and
office materials. They are all expected
to be in compliance with anti- corruption
laws and report any legal compliance
or business ethics concerns to the
electronic giant. B

Intel focuses most of its supplier
management on a 75-member ‘Tier 1’
group and in 2004 helped form a code
of conduct for the electronics industry
that has become a prerequisite for
its principal suppliers. In early 2012,
the company asked them to publish
sustainability reports using the Global
Reporting Initiative (GRI) Guidelines.
By the end of 2013, 51 percent of
them had done so including its three
principal logistics suppliers: DHL Global
Forwarding, Federal Express, and DB
Schenker Logistics.
The company uses a variety of tools
and processes to manage supplier
performance, including a report card
that includes metrics for sustainability,
cost, quality, technology and customer
satisfaction.
Last year it continued to work with the
three logistics companies to reduce
emissions
on
inbound/outbound
shipments to suppliers and customers. In
2013, it saved US$36 million and reduced
CO2 emissions 20 percent from a 2011
baseline with that now familiar ‘modal
shift’ from air to ocean. The company has
also set a goal of a 100 percent green
ground transportation fleet by 2016. By

the end of last year it had reached a level
of 70 percent.
Given Intel makes the majority of its
products in its own factories - allowing
more control over its code of conduct coupled with the fact that a majority of
wafer manufacturing occurs in the U.S.,
the company says risk to its operations
is low.
While acknowledging the sourcing
story is far from over, Intel appears to
have further reduced its business risk
by ensuring its logistics supply chain
includes non-conflict minerals from the
DRC.
And despite lobbying by the U.S. National
Association of Manufacturers, the U.S.
Chamber of Commerce and the U.S.
Business Roundtable to water down the
SEC disclosure process, it now wants the
rest of the electronics industry to ignore
the politics and do the same. 

11

12

AFRICA NEWS AFRICA NEWS AFRICA NEW
u The UN World Food Programme
has opened a sixth humanitarian
logistics hub at the port of La
Luz, Las Palmas.
The facility has two warehouses covering
1,300 square meters plus a further 5.200
square metres external storage. In addition
to Ertharin Cousin, WFP executive director
and Spain’s ministers of Industry, Energy
and Tourism, the inauguration was attended
by a wide group of African ambassadors.
Funded by Spain, the new hub will be
able to respond to any emergency in West
and Central Africa with food and non-food
items including medical, hygiene and
shelter supplies. The WFP logistics network
also includes hubs in Dubai, Italy, Ghana,
Malaysia and Panama. 

u Etihad is planning to increase
its Africa network with the launch
of a new daily Abu Dhabi-Entebbe
A320 passenger flight from May
01 2015.
The airline began a weekly A330-200F
freighter service in May carrying electronics
and textiles into Uganda and perishables
and consumer goods for the GCC region
and Europe. Etihad CEO James Hogan
said: “We are confident the new passenger
route will replicate the positive response
our cargo flights have received within their
first two months of operation. The UAE
is Uganda’s primary trade partner in the
GCC.” The airline will also add a 10th Africa
destination next June with the launch of a
three times per week A330-200 service
linking Abu Dhabi and Algiers with 72
tonnes of belly capacity. Currently Etihad
flies to Egypt, Kenya, Morocco, Nigeria, the
Seychelles, South Africa and Sudan. 
u SDV and Bolloré Africa
Logistics have begun a new
service to 20 destinations in sub-

Saharan Africa from Europe that
the companies say combines the
performance of an integrated
logistics network with expertise
in end-to-end transport.

WorldNet Logistics (Mocambique) and
WorldNet Logistics (Namibia) (Pty) to
the WACO global freight management
association. The companies have offices
in Maputo, Walvis Bay and Windhoek.
“We are delighted to welcome two new
African members as part of our ongoing
expansion programme,” said executive
director Richard Charles. South Africabased parent company WorldNet Logistics
is an independent supply chain specialist
The service allows the Bolloré Group to offering integrated international freight
provide its customers with the ability to forwarding, logistics, and express services
reduce storage costs, streamline spare for a broad range of industries. 
part rotation and optimize inventory
management. "Performing urgent repairs u Ethiopian Airlines is reported
on a South African assembly line, shipping to be considering a new B777
a part as quickly as possible to reach a passenger service linking Los
plane grounded in Ghana or flying in basic Angeles with Addis-Ababa via
medicines to the needy in Chad are just Dublin.
a few examples of delivery operations The Irish department of Transport has
where even a slight delay can have major signed a new bilateral that would allow
consequences,” said Jean-Pascal Naud, the airline to fly passengers and cargo
SDV's Commercial Director. 
from Dublin to Los Angeles. Currently Aer
Lingus doesn’t fly the route. The airline now
u Arik Air has become the first operates a second cargo hub in Lomé,
Nigerian airline to fly between Togo to serve Douala, Accra, Bamako,
Abuja, Nigeria and Dubai, UAE via Abuja, Malabo, Libreville, Ouagadougou,
Lagos.
Port Harcourt, Cotonou and Abidjan.
The first of a five times weekly A330- Ethiopian took delivery of its eight B787
200 service began on July 28, 2014. in June.
Michael Arumemi-Ikhide, Arik Air’s CEO
commented: “This is another exciting
moment for us all at Arik Air, not only
launching a new international destination,
but becoming the first airline to link the
capital Abuja to Dubai. The importance
of Dubai as the Middle East’s commercial
capital makes it imperative for Arik Air
to connect the city with Lagos that is a
Nigeria’s commercial capital.” 
u FPS Group – the independent
forwarder and consolidator
network – has appointed Light
Shipping Lines (LSL) as the FPS
member for Morocco.
LSL is active in ocean, airfreight and road
transport and operates consolidations
and handles FCL and projects. LSL is
u Global freight management headquartered at Casablanca Port, and
network The WACO System has also has a Customs office at the airport,
welcomed
and representative offices in Tangier, Fez

(a sister company that provides handling),
Agadir, and Marrakech. 
u China and Kenya have ratified
the construction of a new rail link
between the port of Mombasa
and Nairobi with a later extension
to Malaba and Kampala at an
estimated cost of US$3.6 billion.
The single-track railway will be built by
the China Road and Bridge Corporation
and enable double-stack containers to
travel the initial 610 kilometres in eight
hours and passenger trains in 4.5 hours.
Commenting on the project Kenya
president Uhuru Kenyatta said: "Kenya and
China's partnership in the development
of the Standard Gauge Railway line will
not only revolutionise the economy of our
region, it will also reaffirm Kenya's status as
the region's transport and economic hub.
China's Exim bank will provide 90 percent
of financing for the 42-month project that
begins in October this year. 

u Gas & oil company Total E&P
has appointed GAC South Africa
to provide shipping and logistics
support for its drilling project
off the coast of South Africa,
which started in June this year.
Total E&P is one of the first companies
to drill for oil & gas in the country. GAC
South Africa is providing strategic freight
forwarding solutions to move the drilling
equipment needed for the project by air,
sea and road. 
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and its GSA partners have been able
to build and handle more airfreight
consolidations for delivery throughout
Eastern Africa.

u Astral Aviation, based
at Nairobi’s Jomo Kenyatta
International Airport (JKIA),
seems to be taking to heart
the 1999 ‘Yamoussoukro
Decision’ to encourage intraAfrica air trade.

Supported by 20 interline agreements,
local and global freight forwarders,
charter brokers, UN agencies and aid
organisations, Astral’s network now
encompasses 50 destinations from
JKIA.
The airline also operates the only
B747-400 freighter linking Nairobi
with London Stansted, Liege and
Lagos twice a week. Northbound traffic
features perishables destined for UK
supermarkets.

strategy” that will include the acquisition
of B737-400 freighters to establish
new cargo hubs in Lagos and
Johannesburg. The new capacity will
also help increase frequencies on
This coincides with the launch of a existing routes and expand services to
unique sea-air service from Mombasa central and southern Africa.
to Uganda, Rwanda, Burundi, the
Democratic Republic of Congo (DRC), Company CEO Sanjeev Gadhia declares
Ethiopia, Southern Sudan, Malawi, the airline’s ultimate aim is to operate
Zambia, Zimbabwe, Central African Africa’s largest airfreight network to
Republic and Chad.
feed long-haul services to Europe,
the Middle East and Asia. He says the
Partnering with an ocean carrier, Astral result will not only help increase traffic
claims it can compete with Dubai by between African nations, but also help
combining the cost of seafreight, transit expand the continent’s overall trade to
clearance at Mombasa, warehousing and from Europe and Asia.
and airfreight. The result is a reduction
in cost, delivery time and the number Perhaps some of the 44 countries that
of intermediaries. The company also signed the Yamoussoukro Decision a
plans to extend the model to West and year before Astral was launched could
Southern Africa.
now follow its lead. 

Founded 14 years ago, currently the
airline operates scheduled and charter
flights linking the economies of Kenya,
Uganda, Tanzania, Rwanda, South
Sudan, Somalia and Mozambique
with a fleet of F27, DC-9 and B727 The company says with the recent Astral says it has “embarked on an
freighters.
expansion of JKIA’s cargo apron, Astral ambitious growth and expansion
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In May this year the U.S.
Global Change Research
Program,

mandated

by

Congress, published its
third National Climate
Assessment (NCA) report.

Time to change
What has this to do with
logistics? The NCA has the
answer: “The U.S. economy
depends on the personal
and

freight

-50˚C

provided by the country’s
transportation system.
Essential products and
services

like

energy,

food, manufacturing, and
trade

all

depend

in

interrelated ways on the
reliable functioning of
these

transportation

components.”
De-icing of an aircraft during extreme winter conditions

mobility
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-22˚C
risky business
The latest review confirms that climate
change is already affecting every key sector
of the U.S. economy and society – including
the future viability of New York, Miami and
San Francisco airports.
And the NCA adds that with most deep-sea
ports situated in low-lying coastal areas,
rising sea levels will increasingly threaten 31
percent of total U.S. container movements
via Los Angeles/Long Beach and 25 percent
of U.S. trade tonnage handled via South
Louisiana and Galveston/Houston.
The independent study was followed in
June with the launch of Risky Business: The
Economic Risks of Climate Change to the
United States. The report echoes a stark
warning: the cost of climate change threatens
the future of the country as a sustainable
society.
An initiative of ex-U.S. Treasury secretary
Hank Paulson, former mayor of New York
Michael Bloomberg and Thomas Steyer,
founder of Farallon Capital Management, they
say that by 2050 existing coastal property
worth US$66 -US$106 billion will be below
sea level, rising in number and value to
US$238 - US$507 billion by 2100.
“There is a 1-in-20 chance—about the
same chance as an American developing
colon cancer; twice as likely as an American
developing melanoma—that by the end of
this century, more than $701 billion worth of
existing coastal property will be below mean
sea levels, with more than $730 billion of
additional property at risk during high tide.
“By the same measure of probability, average
annual losses from hurricanes and other
coastal storms along the Eastern Seaboard
and the Gulf of Mexico will grow by more
than US$42 billion due to sea level rise alone.

Potential changes in hurricane activity could
raise this figure to US$108 billion,” says the
study.
A blue-chip committee to review the report’s
findings included former U.S. secretary
of Housing and Urban Development
Henry Cisneros; Gregory Page, executive
chairman of Cargill; Robert Rubin, former
U.S. secretary of the Treasury; Donna
Shalala, former U.S. Secretary of Health
and George Shultz, former U.S. Secretary
of State, Secretary of the Treasury, and
Secretary of Labour.
The NCA authors note that climate trends
affect the design of transport infrastructure
that normally has a 50-100 year shelf life.
As the Mayor of London has pointed out,
London needs a new four-lane airport and
even assuming it is built, it won’t be ready
before 2035. Will government and industry
stakeholders have allowed for rising sea
levels by then?
In 2010, the U.S. transportation sector
accounted for 27 percent of total U.S.
greenhouse gas emissions, with cars and
trucks produced 65 percent of that total.
With gasoline accounting for 93 percent
of the country’s transportation energy use,
changes aimed at reducing emissions will
have a significant impact on transportation.
The report puts a 2010 value of US$4.1
trillion on the ageing U.S. transportation
infrastructure and says climate change will
reduce both its future reliability and capacity.
In 2005, Hurricane Katrina shut down three
major petrol pipelines for two days and the
systems operated at reduced capacities for
two weeks. The eventual cost to the U.S.
economy was put at US$108 billion. B
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In 2012 Hurricane Sandy affected 24 states,
from Florida to Maine and west to Michigan
and Wisconsin; 5,000 east coast flights were
cancelled with La Guardia under water for three
days; and it took a week to clear displaced
containers and storm-surge debris from the
port of New York and New Jersey. Damage to
homes, offices and infrastructure is estimated
at US$65 billion and former New York major
Bloomberg notes the cost of [future] inaction “in
ways that are easy to understand in dollars and
cents is impossible to ignore.”
But while IATA has produced a study on the
impact of air transport on climate change - in
a bid to show its members are doing their
best to mitigate CO2 emissions - it hasn’t
produced a risk assessment on the reverse
effect: What will climate change do to the
future of air transport?
What happens to an airline if it can’t use a
major hub because it is covered in water?
What happens if Maersk et al can’t navigate
a channel to port because of accumulated
silt from erosion? Nobody seems to have
assessed the risk to a company in such a
scenario – although secretary Rubin suggests

For example, a highly likely event with
minimal consequences would be considered
a moderate risk while a low probability event,
if it has a potentially catastrophic impact,
could constitute a significant risk. These lowprobability/high-impact risks are generally
referred to as “tail risks,” says the study.
The authors use the term “likely” to describe
outcomes with at least a 67 percent (or 2-in3) chance of occurring. A tail risk is used to
describe results with a 1-in-20 chance (or
five percent) of being worse than (or better
than) a particular threshold. Where the
science allows it, they also describe 1-in100 outcomes, or those with a one percent
chance of occurring.

“Climate change is nature’s way of charging
us compound interest for doing the wrong
thing,” says Steyer. “The Risky Business
report confirms what many of us have long
suspected: The longer we wait to address
the growing risks of climate change, the
more it will cost us all. From a business
perspective, given the many benefits of early
action, it would be silly to allow these risks
to accumulate to the point where we can no
longer manage them.”
Cargill executive Page adds: “The real value of
the Risky Business conversation, even in the
presence of all kinds of uncertainty, is that it
encourages us to think long-term about what
actions we can take today that put us in the
best position to be prepared for the future.
We need to invest in innovative technologies
and practices today so that we’re in the best
position to be prepared for the future.”
Without a swift and radical shift in
consciousness by all stakeholders, the report
suggests living or working “as usual” in the
U.S. will be simply unsustainable by 2100:
“Climate change impacts only accelerate
with time, so that by the end of this century
we will likely see 45 to 96 days per year over
95°F. That’s between one and a half and
three months of the year at what are now
considered record hot temperatures. To put
this in context, by the end of the century,
Oregon, Washington, and Idaho could well
have more days above 95°F each year than
there are currently in Texas.” And in addition
to this unprecedented heat, Seattle will
also have a 67 percent chance of seeing a
permanent rise in the Puget Sound sea level
of 1-3 feet by 2100.

Airports Vulnerable to Storm Surge

-10˚C

it won’t be cheap: “Climate change is the
existential issue of our age – it is cumulative
and irreversible, and its impacts are potentially
catastrophic and pose enormous threats to our
country’s economic and fiscal health.”
Noting that the federal government is the billpayer of last resort, Rubin adds: “Moreover,
on-going adaptive measures, such as
the hardening and relocating of critical
infrastructure, will be increasingly needed
to cope with the effects of climate change.
In addition, in my view, companies should
disclose both their potential exposure to
climate risk, and the potential costs they may
someday be required to absorb to address
carbon emissions.”
The study authors describe the risk of a
future event as the probability (or likelihood)
of that event combined with the severity of
its consequences. So the combination of
likelihood and severity determines whether a
risk is high or low.
But as Bloomberg notes “if you can’t measure
it, you can’t manage it”, so in order to know
how to best respond to climate change, the
first step for government or industry is to fully
understand the risks it presents.

When risk committee member George Shultz
was serving as president Reagan’s secretary
of State in 1987, he urged him to take action
on that decade’s hotly-contested scientific
issue: the ozone layer. As Schultz later said:
“Rather than go and confront the people who
were doubting it and have a big argument
with them, we’d say to them: Look, there
must be, in the back of your mind, at least a
little doubt. You might be wrong, so let’s all
get together on an insurance policy.” That
insurance policy became the Montreal Protocol
on Substances that Deplete the Ozone Layer an international treaty still in effect.
In the same way the backers of the Risky
Business project say their object is not to
confront the doubters but to bring American
business and government together to look
squarely at the potential risks posed by
climate change - and to consider whether it’s
time to take out another insurance policy.
As Rubin concludes: “I think we have to begin
by recognizing the reality and severity of this
threat to our economies, both United States and
globally, and really to life on earth more broadly
as we know it. We also have to recognize that
this problem needs to be dealt with now.” 

C
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WE’RE MOVING THE LOGISTICS INDUSTRY FORWARD.
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South Florida Logistics Services is a global logistics company that provides a full
suite of integrated supply chain management services and customized real estate
solutions. We have exclusive connectivity to South Florida’s busiest ports and
airport, which provides our clients a competitive advantage when importing and
exporting goods. To learn more, contact us at 305.520.2300 or visit www.sfls.com.

Providing superior services in the areas of Consolidation & Deconsolidation • Transportation Management Services •
Warehouse & Distribution • Foreign Trade Zone (FTZ) • Dry & Refrigerated Supply Chain Solutions • Real Estate Development

18

13

VIEWPOINT
E
TIACA Leadership Training:
There was a buzz in the air, and it was about change.
For the past 5 years I have been very passionate about the need to
give something back to this industry, one that has been so good to
me. It all started with a conversation Ram Menen and I had years ago,
we both saw a Tsunami of people that were about to pack it up in the
coming years. Being such a cyclical business, air cargo has seen a real
brain drain either through design, or no through no fault of its own as
one crisis after another hit the margins of airlines forcing cutback after
cutback.on beneficial ownership.
Many have tried to effect change, and
they still are, but I saw something in
TIACA that existed nowhere else and
that was the diversity of its membership
in the logistics supply chain around air
cargo, and the very real passion of its
executives who all donate their time
trying to make the industry more viable,
more profitable and therefore more
sustainable. This organization deserves
all the support the industry can give it,
and I urge more people to join.
It took a long time, but finally last month
the first TIACA Leadership course
designed for young up and coming
managers in the supply chain took place
in Amsterdam. I wont talk about why it
took so long to get there, only the results.
They were fantastic, just as we had
hoped, and the participants went away
with glowing testimonials as to why.
For the first time ever in one room we
put together a bank, forwarder, ground
handling companies, a scheduled
passenger airline and an all cargo airline,
and for three full days we talked, debated
and informed.

For sure the top down issues were
covered such as an overview of
supply chains, including a customer
guest speaker, marketing principles,
understanding financial statements,
business conduct and ethics amongst
other topics. A discussion forum with
senior air cargo leaders, with Jim Edgar
from Boeing as moderator, included
Enno Osinga from Schiphol Airport
Authority, Ram Menen, former Emirates
SVP Skycargo, and myself.
However what really differentiated
this course was the dialogue between
the different interests in the room on
how we could eliminate days from the
supply chain for air cargo, what new
product market combinations could look
like that would facilitate both revenue
improvement for all parties and also
improve load factors for airlines, how to
get costs out of the supply chain, and
last how those young managers in the
room could go back to their companies
and help start that process and grow in
their jobs at the same time.
What was a personal highlight was being
in a room full of young managers, B

and watch them absorb all those ideas
and experiences from the trainers and
“veterans” who donated their time. And
to make the experience perfect Ram was
there with me as well. We did not do the
hard work the trainers and TIACA did
copy, we just got to be there first hand to
see the results.
If air cargo is to return to being a core
business for scheduled passenger
airlines and profitable for all cargo
airlines, we need more innovative
thinking and more passing on of the
lessons of history and what is possible
going forward to the next generation.
They have to learn and then get out there
and make it happen. And I believe TIACA

E Commerce is the fastest growing
business in transportation, and the
post offices are putting products on the
shelf to facilitate their client’s needs and
grab the lion’s share of this huge market
potential. When was the last time you
heard an airline announce a product
that caters to E Commerce, and its need
for low weight breaks, low minimums,
handling solutions at airports? The
answer is never!
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Low cost airlines did not grow to the
powerhouses they are today by stealing
clients from the legacy carriers, they grew
by creating new products, new models
that put people in seats that had never
flown before, to places they had never

Low cost airlines did not grow to the powerhouses they
are today by stealing clients from the legacy carriers,
they grew by creating new products, new models that
put people in seats that had never flown before, to
places they had never been.
has created a perfect platform to do this
due to its diverse industrial membership.
Product innovation is missing in our
business today, and global load factors
prove that. We hear a lot about special
products for Pharma, and other higher
yielding commodities. But why is no
one talking about a 7 day product, a 15
day product, and that does not have to
be sea air! I want the next modal shift
discussions to take place in sea freight
conferences, not air cargo ones, and it
can be done!
Worldwide we see an average air cargo
load factor of just over 50 percent, that
is such a tremendous waste of asset
value. Why we don’t have innovation
and progress is relatively easy to see,
too many separate silos in the supply
chain who don’t do anything but try and
maximize their margins just to survive,
and too many airlines who have just
given up and are no longer investing in
cargo or management who are willing to
innovate.
Blame the recession is the standard cry,
yet passenger traffic is growing at double
digits in the same period. What does the
cargo sector of this industry do, change
like the passenger divisions did with
innovation and new products? No, what
we did was same old, same old, and
wait hopefully for someone else to fix the
problems.

been. They made their products very
easy to use, and tackled all the issues
that stood in their way. Where is that
entrepreneurial spirit gone in air cargo?
The boardrooms of major airlines are
always dominated by people who have
one duty only, to do what is best for the
carrier. Unless the new generation of
air cargo leaders takes the challenge
and change, introduce innovative and
dynamic business models into their
companies board rooms and create
product market combinations that
fill those empty bellies the circle of
decline will continue.
Its not just the airlines that will suffer,
everyone in the supply chain that
depends on air cargo will suffer as
well. That’s why the TIACA training is
so important, everyone in that room
understood how working together to
tackle the industries inefficiencies
could lead to better business for the
whole chain.
It’s our responsibility now to take it to the
next step, and we will do it. 
Stan Wraight is a founding partner of Hong
Kong-based Strategic Aviation Solutions
International. A 40-year veteran of the
aviation industry roles have included senior
vice president of Sales and Marketing at Atlas
Air; president of Air Bridge Cargo; and vice
president Sales, Marketing and Operations
for KLM Cargo in Asia, Australia and the
Middle East.

20

Tata Sustainability –
Headquartered in India, the Tata Group employs 540,000 people worldwide in 100 companies
covering seven business sectors: communications and information technology, engineering,
materials, services, energy, consumer products and chemicals.
According to Mukund Rajan, a member of its Executive Council, Tata earned US$5 billion
in net profit on revenues of US$100 billion in its last fiscal year and spent $110 million on
corporate social responsibility (CSR) activities.
Shankar Venkateswaran, a former director for PricewaterhouseCoopers in India, was
appointed to head the Tata Sustainability Group in January 2014. For the uninitiated, he explains
why there’s a difference between Sustainability and CSR at Tata:
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Everyone is familiar with the proverbial
bunch of blindfolded people feeling an
elephant to figure out what it is – each
provides a plausible, even correct,
answer but the big picture remains
elusive. Sustainability is something
similar – you ask
five corporate
executives what
“sustainability”
means to them,
the chances
are you will get
10 correct, but
perhaps partial,
answers.

Tatas to be on the same page on what
sustainability means to us as a group.
What is articulated here is a general and
global understanding of sustainability
which many in the group share. The
purpose is to put it out there so that the
idea is not lost in
translation.

sustainability is
balancing a
company's
financial, social
and environmental
performance.

So, what is
sustainability?
To some,
sustainability
is the ability
to remain in
business. To
others, it is
about ensuring
that the negative environmental impacts
are managed and mitigated. A third see
it as synonymous with CSR (which itself
is confusing, because CSR is seen by
some as philanthropic and by others as
related to business).

Within the Tata group too, the
understanding of sustainability has
evolved over time. Community initiatives,
which were largely outside the “fence”,
were traditionally looked at by the Tata
Council for Community Initiatives (TCCI)
while environmental impacts

The starting
point is the bestknown definition
of sustainable
development that
was put out by
the Bruntdland
Commission in
1987: “sustainable
development is
development that
meets the needs of
the present without
compromising the
ability of future
generations to meet
their own needs.”
What this implies is that if the earth
and its inhabitants are to survive, all
human activity – social, economic and
political – must operate within these
planetary limits.
How should business translate this
idea to its context? The best-known
framework for this was postulated by
John Elkington as what is known as the
“triple bottom line”, elegantly interpreted
by Shell in one of its earlier sustainability
reports – people, planet, profits. What
this says is that if a company wishes to
stay in business (which is what

– more than just karma?
within the fence was the remit of Tata
Quality Management Services’ (TQMS)
environmental sustainability team.
This was the case with individual
companies too and still remains the case,
and the logic is derived from the fact that
in India, the social issues outside the
fence are so large and significant that it
requires a specific focus.
The formation of the Tata Sustainability
Group or TSG (which is a coming
together of TCCI and TQMS) is perhaps
recognition that it is time to look at this as
an integrated idea. And hence, this is as
good a time as any for everyone in the

some people believe is the meaning
of sustainability) and protect and grow
its financial bottom line, then it has to
recognise that it can only do this if it
manages the social and environmental
responsibility of being in business
simply because society provides its
customers, its employees and its
legitimacy to stay in business while
the environment provides it its key
resources.
So, sustainable development as applied
to business – which is referred to as
corporate sustainability or, simply,
sustainability – is about recognizing that
its future lies in performing well B
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not just (traditional) financially, but also
how good its social and environmental
bottom lines are. Or simply put,
sustainability is balancing a company's
financial, social and environmental
performance.

these – Principle 8 – reads, as “Business
should support inclusive growth and
equitable development”. Thus, what
the Companies Act appears to have
done is to take this principle and make it
mandatory.

The investor community refers to
this as ESG – environmental, social
and governance. Once a company
embraces the notion of sustainability, it
becomes apparent that it is no longer
accountable only to its shareholders but
to all its stakeholders.

Thus, as far as India is concerned,
the relationship between CSR and
sustainability can be summarised
as follows: CSR is a component
of sustainability and responsible
business and deals essentially with
impacts relating to one of a company's
stakeholders – communities. CSR is
essentially about what is done with
the profits, while sustainability is also
concerned with how the profits are made
in the first place.

This automatically implies that it must
(a) map its stakeholders (b) understand
what its stakeholder expects of it in terms
of environmental, social and financial
performance and consequently (c) build
its business model that incorporates
these expectations. The governance
processes have a key role to play in
enabling and ensuring this.
So, are CSR and sustainability
interchangeable terms? If not, how are
the two related? These are very valid
questions that come up very often when
these ideas are discussed and more
so with the enactment of the Indian
Companies Act, 2013 where the term
CSR makes a debut into the statute
books in India.
If you read western literature, CSR and
sustainability are increasingly used
interchangeably. However, what often
causes confusion is the “S” in CSR, which
seems to suggest it is about social and
not environmental issues. The Companies
Act, 2013 does not help reduce this
confusion because in Schedule 7 that
lists some “acceptable” CSR activities,
it also lists “ensuring environmental
sustainability” as one of them.
Perhaps the best way to deal with
this confusion is by looking at the
National Voluntary Guidelines for
Social, Environmental and Economic
Responsibilities of Business (NVGs for
short) that were issued by the Ministry
for Corporate Affairs, Government of
India, in 2011. The NVGs consist of nine
principles that constitute what is meant
by responsible business and one of

In the old days, many companies used
to argue that as long as it was complying
with all the laws of the land, it was being
responsible. While that may have some
merit, it is quite clear that government /
regulators are just one of several stakeholders
that are defining company behaviour,
and sustainability thinking is about going
beyond current compliance to actually
predicting its trajectory and getting ready
for that future. Therefore, sustainability
starts where compliance ends.
So, where do ethics and governance
fit into the sustainability framework?
To begin with, much of a company's
activities that impact social and
environmental issues outside of law fall
squarely in the ethical domain. So, the
link is quite intimate.
The link between sustainability and
governance is less obvious. Further,
corporate governance frameworks and
regulations have been around for several
years in many countries and cover
aspects that arguably lie outside the
overlaps. Since much of sustainability
goes beyond compliance, governance
processes are critical to ensure that it
is fully embedded by a company and
hence forms an integral part of it. As the
overlaps increase and the sustainability
space grows, governance will only
become more critical. 

- svenkateswaran@tata.com

Shankar Venkateswaran, CEO. TATA Sustainability Group
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Air car

Oliver Evans, Chairman
The International
Air Cargo Association
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rgo has its "garage" moment ✈
✈

Indeed how can
any business be

sustainable without the
quality of leadership
necessary to read the
opportunities in the
market, to devise a plan for
capturing them profitably,
and to select, develop,
motivate and retain a
team capable of reaching
the goals, not just in the
present, familiar world but
year after year regardless
of the competitive and
environmental challenges?
e

The accelerating pace of change,
driven by technological progress
as well as those very same competitive
challenges, means that any enterprise
today must place sustainability at the
heart of strategic planning, and indeed at
the heart of everything that they do.

✈

Just as we stand on two legs, so we
need to have one foot in the present (to
make sure we satisfy and retain today’s
customers) and one foot firmly in the
future (to detect and prepare for all
changes relevant to our environment).

“Leadership” is
a word probably
– and rightfully –
most frequently
associated with
“Sustainability”
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Just as we stand on two legs, so we
need to have one foot in the present
(to make sure we satisfy and retain
today’s customers) and one foot firmly in
the future (to detect and prepare for all
changes relevant to our environment).

In other words, leaders (and
through them entire organisations)
must learn to open their minds and
awareness to every aspect of their
environment: they must maintain focus
on their own business, as well as on
obtaining their goals in the present
time, but simultaneously learn to devote
time and space to explore the future.
This means engaging with the widest
range possible of actors in the industry,
including competitors and regulators.

✈

This was the spirit that animated
TIACA’s decision to plan and execute a
programme for young executives held
in Amsterdam from 25th to the 27th
June 2014. It brought together the most
diverse range of young executives, from
different parts of the world and different
stakeholder groups, from airports to
development banking to handling and
airlines. It brought them face to face with
educators, but also with experienced
executives who devoted some of their
precious time to share their knowledge
and understanding of the challenges of
the industry.
This inaugural course (soon to be
repeated I sincerely hope) was a huge
success. The students, educators and
experienced executives all thoroughly
enjoyed it.
Everyone learned a lot about our
industry to take back to their respective
employers. A generation gap was closed
as the younger learned from the older
and vice-versa. Educators went back
to their respective institutes with new
ideas for course content and dialogue.

The chorus of positive press attention
that followed the course and the press
statement, rewarded the efforts and time
that had been dedicated to getting not
only the course, but the programme, up
and running.
But, for me, there was also another
unexpected, refreshing, even astonishing
outcome of the course: the fact that it
brought together such a diverse group,
in such an open environment, led to a
discussion of issues facing the industry
which was conducted with a freedom
and invention which so many other
industry meets and workshops fail to
achieve.
Probably more thoughts about how to
accelerate change, break down barriers,
embrace technology were born in that
room than in so many of the other stale
environments around the industry.
It was as if the industry had suddenly
discovered its “garages”, just as so many
Silicon Valley entrepreneurial ventures
were born in somebody’s back yard or
garage.
Maybe such multi-cultural, multidisciplinary meetings, workshops
and trainings is what the industry
needs to kick-start its march towards
a better future: A sustainable future
delivering investment opportunities and
profits, exciting jobs and careers, and
responsible usage of resources and the
environment.
- Oliver Evans is chairman of The
International Air Cargo Association

Sustainability of People
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The TIACA workshop*, which took place from June 25
to June 27 in Amsterdam, made me look at the air cargo
industry in a holistic way.
Gone should be the days that
freight forwarders, airlines, GSAs
or handling agents stay in their
silos. We, as an industry, should
rather use our skills to speed up
the implementation of e-freight,
create new products for the
customer’s needs and find new
markets.
The workshop commenced with Jim Edgar, TIACA Education
& Research Committee Chair, who talked about the state
of the cargo industry, giving us an insight of the trends and
threats in the logistic supply chain. This was followed by a
presentation from ASML, currently the largest supplier for the
semiconductor industry, voicing their needs as a customer and
telling us openly why they prefer to work with integrators. From
this point on, the realization came that we are too occupied in
our own little (big) world; that we should look beyond our own
supply chain. “People” are a great asset for our industry, but,
as the course members identified, there is an urgent need for
a change of approach when it comes to people recruitment,
retention and development in the air cargo industry. .
The involvement and willingness of industry experts like
Stan Wraight and Ram Menen to share their vast knowledge
and experiences as well as the open dialogue between the
participants made the experience in Amsterdam memorable.
But just like most training, this is only the start of a quest.
Sharing the gained knowledge and having the drive to change

the future of the air cargo industry even in little ways, would
give the experience more meaning.
Giving the opportunity to a member of its sales team to take
part in the TIACA workshop shows the focus of the SWISS
WorldCargo management on the Sustainability of People,
through facilitating access to information, exposure to the
outside world and chances to develop oneself.
- Freida Ordinario is the SWISS World Cargo manager
responsible for Eastern Europe, Greece & Turkey.
* The TIACA workshop was led by Lilian Tan, executive director
Learning and Development for consultants Strategic Aviation
Solutions International (SASI); and Charles Edwards, executive
director for the North Carolina Center for Global Logistics.
Other contributors included Ram Menen, former division
senior vice president director of Emirates SkyCargo; Enno
Osinga, current TIACA Vice Chair and SVP Cargo, Amsterdam
Schiphol Airport; Ben Radstaak, managing director Air Cargo
Netherlands; Stan Wraight, executive director, SASI; and Jim
Edgar regional marketing director, Boeing Commercial Aircraft
and chairman of TIACA’s Education and Research Committee.
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Drivers wanted
as U.S. logistics
consolidates

The annual U.S. logistics report from the Council of Supply Chain
Management Professionals (CSCMP) calculates total U.S. logistics
costs in 2013 rose to US$1.39 trillion, a 2.3 percent increase from the
previous 12 months.
However the logistics business as a percent of U.S. GDP fell for the second year
running as shipments got heavier and
truck drivers got scarce. The CSCMP
says the driver issue is of “top concern”
due to a lack of personnel for existing
capacity; a decline in productivity due to
new hours of service regulations; and an
increase in company trucking bankruptcies, just as volumes picked up.
According to CarrierDirect, a Chicagobased logistics advisory firm, it’s not
much fun being a long-distance trucker.
In a semi-annual review of the U.S.
logistics industry it says the estimated
1.7 million drivers are nearly all male (95
percent); some 56 percent of them are
over the age of 45; at least 85 percent
suffer pre-hypertension or hypertension; 75 percent are obese or morbidly
obese; and (not surprisingly) most of
them don’t live beyond their 60s.
Couple this with an average salary of
US$48,000, and the glamour of longhaul trucking with a dog for company
plus the occasional shower is apparently wearing off. Many drivers are now
opting for comparable blue-collar jobs
that include a more attractive work/life
balance.
Presumably if the concern voiced by
the CSCMP stretched to better pay and
conditions – the Teamsters seem to do
well out of UPS - the line-haul trucking
industry won’t be short an estimated
96,178 drivers over the next decade.
Meanwhile, halfway through 2014,
CarrierDirect says the transport sector is
warming up after the economic “frozen
nightmare” of Q1 with strong freight levels challenging many trucking companies to develop new plans to cope with

increased demand for their services.
“Despite the challenges, we’re really
seeing the pendulum swing back into
favour of the carrier,” said Joel Clum,
president of CarrierDirect. “Carriers are
now in a place where they are choosing
the shippers and 3PLs they want to do
business with based on factors that go
outside just the amount of freight they
offer, looking more towards profitability
and how little stress the customer puts
on their operations, people and drivers.”
The CarrierDirect research says Lessthan-Truckload (LTL) operators are
benefitting with more freight from 3PLs
and a subsequent pricing leverage - led
by FedEx Freight that has 14.47 percent
of the market with revenues of US$5.09
billion. The other members of the top five
are Con-Way Freight (US$3.46 billion and
9.85 market share); YRC Freight (US$3.12
billion and 8.8 percent); UPS Freight
(US$2.50 billion and 7.11 percent; and
Old Dominion Freight Lines (US$2.13 billion and a 6.04 percent share).
The average line-haul of the LTL sector
is now 944 miles with nearly 42 percent
of routes covering 500 miles or less – so
more time to get home for a shower and
walking the dog.
The CarrierDirect study says 3PLs are
looking to scale quickly by purchasing
logistics companies and notes some are
working to become more like brokers
while others look to tackle more complex
supply chain problems for shippers.
This year’s U.S. buying highlights include
Echo Global Logistics acquiring One
Stop Logistics, a leading LTL brokerage
company based in California, for $37.3
million and Comcar Logistics, a nonasset based truckload brokerage B

in Jacksonville, FL; Coyote and Access
America completing their merger for
a combined revenue of over $2 billion; Roadrunner purchasing Unitrans
International for $55 million and Rich
Logistics and Everett Transportation for
$48 million; and Pacer, the third largest intermodal provider in America, is
acquired by XPO for $296 million.
Clum thinks as the economy picks
up more collaboration will make the
carrier/3PL relationship work. He says
3PLs who treated carriers poorly in the
past are now “getting crushed” while
those who realize truck lines aren’t a
commodity are finding ways to improve
ways of working together including
developing shipper opportunities by
combining sales and technology efforts.
“We’re standing on the edge of a
sweeping reform in technology that
will allow carriers to operate more efficiently – particularly in LTL – and price
their services according to those they
provide.” He adds that the shippers and
3PLs that don’t “will face a challenging
road ahead.”
In this changed environment, CarrierDirect
expects the following trends to play out:
Internet-based dynamic LTL pricing
â
will allow carriers like Con-way
Freight, UPS Freight and FedEx
Freight to charge more appropriately
for their services based on space
taken up by shipments and the needs

of their networks;
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Privately held logistics companies
â
like Coyote, FreightQuote and World
wide Express will continue to set the
tone for best practices in the freight
brokerage industry;

Asset-based trucking companies
â
such as Swift Transportation, Werner

and Estes-Express Lines will become
leading 3PLs alongside their assetbased divisions;

There will be an emergence of new
â
tech-focused entrants to the domes tic freight marketplace who are keen
to solve data-intensive problems in
the antiquated trucking industry;

And more carriers using 3PLs
â
such as an Echo Global Logistics will
re-sell LTL services as a complement
to their sales force rather than as a
competitor.

Clum adds those U.S. logistics companies who don’t provide shippers
with perceived added value could be
replaced by technology start-ups linking
shippers with truckers. He says this tech
group already includes Cargomatic, LogisticalLabs, Uship, Freight Exchange,
Project 44, ZRate - and Keep Truckin.
Presumably that last one is what carriers
are asking their increasingly rare truck
drivers to do. 

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.

SWISSWORLDCARGO.COM
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Woodland growth to double

July was a good month for
talking up the UK economy.
First the banking group Santander
announced that Chile, China and the
UAE were Britain’s fastest growing
export markets in 2013 – growing
73 percent, 18 percent and 16
percent respectively year-on-year.

Exports to Chile totalled £1.2 billion, China
grew to £12.4 billion and the UAE ordered
£6.2 billion worth of British goods and
services.
The U.S. remained the most important UK
export market in 2013 with £41 billion, or
13.4 percent of all exports. However stuff
to Germany, France, Spain, Italy, Ireland
and the Netherlands totalled £113 billion,
despite an 8.3 percent year-on-year drop
to Germany.
After Santander, the good news continued
as Ernst & Young (EY) echoed the bank’s
analysis saying Britain’s GDP will expand 3.1
percent in 2014 – compared to 2.0 percent
for Canada and 1.8 percent for Germany –
and be the highest of any G7 country. EY
cited increasing business investment and
growing consumer confidence coupled
with rising employment.
This was followed later in the month by
the Confederation of British Industry (CBI)
that reported “robust growth” for British
manufacturing orders in the three months
to July that topped the previous quarter’s
19-year high.
While export growth was flat following a 16
percent increase in the first quarter, it is
apparently set to rebound in the next three
months with orders increasing faster than at
any time since 1977 said the organization.
Unfortunately like all forecasts it came
with a caveat, as Katja Hall, CBI deputy
director-general noted: “The recovery in
the manufacturing sector is keeping a good
pace. Industry is performing well as orders

and hiring are on the up, and investment
intentions for the year ahead are looking
healthy across the board.
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“It is not all plain sailing however, and there
are still risks to the recovery. These include
increasing international political instability,
and the recent rise in sterling, which
could be weighing on exports. We need to
continue to help manufacturers to export
their products to high-growth markets
across the globe, to give a healthy and
sustainable boost to the UK’s recovery.”
Her tone was echoed in a Markit global
business outlook also published in July.
Chief economist Chris Williamson said
that while the global economy is “set for a
reasonable though unexciting growth for
the coming year”, the UK remains a notable
exception: “The UK is once again the standout performer among the world’s largest
economies, seeing by far the highest levels
of business optimism in relation to output,
employment, investment and profits.”
However – here it comes - he added:
“Optimism has cooled slightly since
earlier in the year reflecting numerous
worries, including higher interest rates, a
strengthening of sterling, uncertainty due
to the General Election, an ongoing lack
of bank lending, skill shortages and rising
staff costs.”
For Kevin Stevens, the recent rise and
rise of UK manufacturing is no surprise.
With logistics – and particularly airfreight
– something of a bellwether, he saw an
increase in the country’s export activity 18
months ago. B

The UK is once again the stand-out performer among
the world’s largest economies, seeing by far the highest
levels of business optimism in relation to output,
employment, investment and profits.
Chris Williamson. Chief economist, Markit
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Actually he’s seen his fair share of UK
economic behaviour having worked in the
logistics industry since 1980 and managing
his company, the Woodland Group, for
more than 25 years. With a turnover of £122
million that he expects to double in the next
five years, it is now one of Britain’s largest
independent logistics organizations that
“specializes in helping businesses grow”.

somehow manage to flourish despite
the pressure of Brussels, the Integrators
and political blandishments - Stevens is
evaluating the relevance to his operation
of the 70-member X2Elite agency group.
Founded by ex-WCA member Richard
Overton, he thinks it might be a useful
complement to the Woodland network by
building scale quickly.

Stevens started Woodland with a focus on
the U.S. ocean market where “we thought
a lot of people were doing a pretty average
job and we wondered how we could make it
better. So we took a look at the process and
realized we could take a week off the transit
time by doing things like arranging for our
containers to be last on and first off. We got
a kick out of being able to make a same-day
delivery after clearance,” he explains. The
company now has six offices in the U.S. and
its own NVOCC license.

“It’s very new to us. We’ve had offers in the
past to join networks and we’ve avoided
them, as our goal has been to build our
own. In Asia and the States we cover pretty
much the market on our own. But there are
areas in the world where we want to grow
and so we though we’d give it a go. We’re
still evaluating it and we’re very aware you
only get out what you put in,” he adds.

He then did the same thing in Asia from
a base in Hong Kong that has grown into
a network covering the whole region. He
thinks the P3 vessel sharing proposal would
have helped make processes easier for
everyone and he doesn’t share the view
taken by China’s monopoly commission that
it would have led to higher prices: “There’s
too much capacity out there, it just wouldn’t
have happened,” he argues.
It’s a view that was shared by both the
European Commission and U.S. Federal
Maritime Commission when they approved
P3 earlier this year. Perhaps the mistake the
liner group made was to ask the Chinese
last, rather than first. Either way, it hasn’t
affected Woodland and its ocean business
to and from Asia.

The past two decades has seen Stevens
running his business from several locations
in Essex, north east of London, before
settling in Chelmsford – an ideal location
to reach either Felixstowe to the north or
east to London’s major ports, “and Stansted
is only 20 minutes up the road,” he adds.
Woodland is now also “all over the UK”
with offices to link the country’ economic
centres in the southeast, northwest and the
business corridor between the two.
For those parts of the world where UK
exporters need additional support including entrepreneurs like himself who

Unlike WCA and Etihad or WACO and IAG,
‘Elite doesn’t have a particular relationship
with a carrier - yet. Stevens points out that
one of the challenges of an agency group
is, like herding cats, ensuring everyone
keeps together and supports the negotiated
buying rate rather than using it as just a
benchmark.
But there are other advantages to a network:
“It gives you some comfort on collectables.
You know your money is safe if you use an
agent that is part of a network. So we would
feel comfortable quoting on a piece of
business that otherwise we might not have,”
he explains.
With an initial focus on ocean, he admits it
“took a while” to get into airfreight. Now he
says the company is doing a million kilos a
month through Heathrow and “we’re now
close to being among the top 20 airfreight

forwarders” that use the world’s busiest
aircraft carrier in a sea of suburban housing.
Stevens doesn’t think building a third
runway at Heathrow will meet the longterm needs of UK exporters – or indeed
importers: “Every other advanced nation
has built a new airport; you can’t keep
patching for ever; one day everything will
just come unstitched.”
He thinks the Mayor of London’s plan for
a new airport is a “pretty bold thing to do”
adding it’s a good idea as long as there is
an adequate infrastructure to support it. B

This need is shared by the CBI that warns
without “urgent action from politicians to
make key decisions on the future of the UK’s
airport infrastructure, businesses would
miss out on the new connections they need,
severely hampering efforts to rebalance the
economy towards trade and investment”.

The commitment called for by Ms. Walker
also includes money to boost ground
connections at all UK gateway airports
while ensuring “the needs of freight are
reflected in the debate on new capacity
[while maintaining] the current night flights
regime as a facilitator of trade”.

In newly-published research, the CBI
claims that each additional flight to a highgrowth market boosts trade by as much as
£175,000, while 49 percent of UK businesses
think air links to emerging markets as a key
consideration when choosing where to
place their next investment.

The Santander trade analysis suggests
this requirement will be key to further
developing Asian markets that are
becoming increasingly valuable to the
UK. Together with a surge in demand from
China, last year the country benefitted
from strong export growth to India (up 12.8
percent), Malaysia (+7.9 percent), Taiwan
(+7.7 percent), Indonesia (+7.5 percent)
and South Korea (up 6.4 percent).

Nicola Walker, CBI director for Business
Environment explains: “The wealth of
evidence, both in the Airports Commission’s
interim review and this report, highlights
that further aviation capacity can be built
while continuing to meet our obligations
to communities and the environment.
Politicians now need to commit to deliver
the upgrades we need at airports across
the country."
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Markit says there are plenty of signs
this export growth will continue into the
General Election year – no doubt helped by
Woodland and its logistics peers. Time will
tell whether vote-catching politicians will get
out of the way, or lend a hand. 

ATEST NEWS LATEST NEWS LATEST NEW
u A report for the Circular
Economy Task Force - members
include Unilever, Interface
and BASF - says outdated
recycling systems are losing
the UK economy £1.7 billion
per annum in wasted plastics,
electronics and food.
The Green Alliance, a London-based
think tank, says if government and
industry sees waste as a potential
resource they could unlock a £2 billion
opportunity for private sector investment
in factories and facilities to make a
circular economy work. 

According to the documents, there was
no hazardous material on board MH17.
In addition to the passengers and crew,
the air freight included two dogs, five
birds, four pigeons, cut flowers, ship
spares, aircraft parts, household goods,
courier traffic, diplomatic and regular mail,
medical equipment and consolidations.
The forwarders with cargo on the aircraft
included Agility, Blue Water Shipping,
Ceva Logistics, DHL Global Forwarding,
Expeditors, Kuehne+Nagel, Panalpina,
C.H. Robinson, DB Schenker, TNT
Express and VCK Logistics. 

u
The Cass/INTTRA ocean
freight index for June shows
U.S.
container
exports
continue to decline and have
dropped 8.4 percent overall
this year.
Author Rosalyn Wilson cites a global
economy "still struggling to recover" as
the main cause. The import container
index dropped 3.7 percent from May,
following the slight 0.8 percent decline
in April. U.S. import orders remained
weak in the first half of the year and
contributed to a 5.7 percent year-todate decline. Imports from China fell for
the third month in a row, but China's new
export orders rose in June, signalling
a rise in U.S. imports in the coming
months. China excluded, there was a
2.0 percent rise in imports from other
Southeast Asian countries according to
u To help clarify the cause of the index. 
the Malaysia Airlines crash in
eastern Ukraine on June 17, u The World Bank and
2014, the carrier published government of Japan have
the flight's cargo manifest the published an extensive report
following day.
on the lessons to be learned
u The GT Nexus Shipper
Council, a community group
of supply chain executives
representing multiple large
global
enterprises,
has
again recognized CMA CGM
for excellence in delivering
superior quality across key
ocean shipment events.
"Delivering quality data in a collaborative
environment is a core element of our
strategy to enable operational excellence
across our entire trading partner
community," responded Marc Bourdon,
president, CMA CGM America. The
companies have combined annual
revenues of over $1.7 trillion and share
GT Nexus as their global supply chain
technology platform. 

from the 2011 Great East Japan
Earthquake that took the lives
of over 20,000 people and cost
the country US$210 billion.
Over the past three decades natural
disasters have caused close to US$4
trillion in economic losses worldwide,
much of that in the developing
world. The report, Learning from
Megadisasters,
concludes
the
combination of urbanisation and global
warming means Typhoon Haiyan, that
struck the Philippines in November last
year, can no longer be viewed as a
once-in-a-century event, but as a future
probability. With more than 75 percent
of global fatalities from natural disasters
occurring in developing countries, the
report authors say climate change and
mass urbanization will continue to have
a major effect on the developing world's
long-term prosperity and safety. 

global temperatures increase
by 3.5°Celsius.
According to the Joint Research Centre
(JRC), the European Commission's
science service, heat-related deaths are
forecast to reach 200,000, the cost of
river flood damages would exceed €10
billion and 8000 sq. km. of forest in
southern Europe would be destroyed by
fire. The JRC adds the number of people
affected by droughts could increase by a
factor of seven and coastal damage, due
to sea-level rise, could more than triple.
In this context ASDA, the UK arm of WalMart, has mapped the risks that climate
change poses to its business and says
without action, up 95 percent of its fresh
food sourcing would be progressively
threatened by climate change. ASDA
sampled its supply chain and determined
that in a world where the temperature
rises between 2-4 Celsius, it would cost
an additional £102 million to source
u Etihad Cargo, the freight food; £164 million to process it; and
division of Etihad Airways, £104 million more for logistics. 
has started freighter flights
between Abu Dhabi (AUH) and u Bombardier Aerospace has
Hanoi's Noi Bài International. launched a combi version of its
The service will operate every Thursday Q400 NextGen aircraft capable
and Sunday using an A330-200F of carrying up to 8,200 lbs. of
freighter with a capacity of 60 metric cargo and 50 passengers.
tonnes. Kevin Knight, Etihad Airways' Ray Jones, senior vice president Sales,
chief strategy and planning officer said Marketing and Asset Management said
the service will allow it to capitalize on the the new version provides opportunities
strong import and export demand to and for airlines operating routes with medium
from Vietnam and the rest of Southeast to low passenger loads, but with high
Asia. 
cargo potential. "We are also pleased
to confirm that we are in advanced
u Climate change is projected discussions with a number of customers
to cost the European Union interested in the variant," he added. 
€190 billion or 1.8 percent
of its current annual GDP if
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AFTER A LARGE-SCALE REDESIGN OF ITS CABINS, SOUTHWEST AIRLINES WAS LEFT
WITH 43 ACRES OF LEATHER. AS A GLOBAL CITIZEN COMMITTED TO ENVIRONMENTAL
SUSTAINABILITY, SOUTHWEST WANTED TO DO SOMETHING INNOVATIVE WITH THE USED
MATERIAL. THEY ARE PARTNERING WITH SOCIAL ENTERPRISES IN KENYA, MALAWI,
AND THE UNITED STATES TO UPCYCLE THE LEATHER INTO NEW PRODUCTS.

43 ACRES OF LEATHER
SEATS UPCYCLED
INTO NEW PRODUCTS
THAT GIVE BACK
TO COMMUNITY.

• AN ESTIMATED 14.3 MILLION TONS
OF TEXTILE WASTE WAS
GENERATED IN THE US IN 2012.
[SOURCE: US ENVIRONMENTAL PROTECTION AGENCY]

Lynn Croneberger, CEO of SOS Children’s
Villages USA comments: “It’s a fantastic,
innovative programme that will help make
a positive impact on the lives of vulnerable
women and children and the local community.”

In late July the airline announced the outcome
of its deliberations: a new sustainability
initiative called ‘LUV Seat – Repurpose with
Purpose’.

One recipient of the donated products is Cura
Orphanage, a residence for children who
have lost their parents to AIDS sponsored by
Creative Visions Foundation, a non-profit that
supports media and the arts to affect positive
change in the world.

Bill Tiffany, Southwest vice president, Supply
Chain Management, says the ‘LUV Seat’ pilot
programme in Kenya, Malawi, and the U.S.
is the start of a new vision of social impact
through training, job creation, and ultimately
product donation.

UPCYCLING IS THE PROCESS OF CONVERTING
WASTE MATERIALS INTO NEW MATERIALS OR
PRODUCTS OF BETTER VALUE.

• ALIVE & KICKING

• LIFE BEADS KENYA

• TRAINING PROGRAM
FOR YOUNG ADULTS

• TRAINING PROGRAM
FOR YOUNG ADULTS

• TRAINING FOR WOMEN
AND DISABLED PERSONS

• 2,100 PAIRS OF SHOES

• 1,000 SOCCER BALLS

• 15,000 BAGS, WALLETS,
AND BACKPACKS

• TEAMLIFT, INC.

If you’re Southwest Airlines you
figure a way of saving money, reusing the leather, helping people
and avoiding landfill.

Born out of the company’s re-design of its
B737 fleet interiors with ‘green’ materials that
also resulted in a weight-saving of 600lbs
per aircraft, the programme now ‘upcycles’*
the 1,873,000 sq.ft. of unwanted leather
seat coverings into new products to benefit
communities in the USA and Africa.

• 26 BILLION POUNDS OF SHOES,
TEXTILES AND CLOTHES ARE THROWN
AWAY IN THE US EACH YEAR.

• MASSAI TREADS

What do you do with 43 acres
of leather you don’t want?

• LOOPTWORKS

• TRAINING PROGRAM THAT
WILL TRAIN YOUNG WOMEN

• UPCYCLE INTO HIGH-QUALITY
PRODUCTS AS GIFTS

• LEATHER GOODS

• SUPPORT JOB CREATION AND
RESPONSIBLE MANUFACTURING

WWW.FACEBOOK.COM/SOUTHWEST
CLICK ON THE LUV SEAT TAB

HOW WOULD YOU UPCYCLE LEATHER FOR SOCIAL GOOD?
TWEET #LUVSEAT!

In Nairobi, Southwest has partnered with SOS
Children’s Villages Kenya, Alive & Kicking,
Masaai Treads and Life Beads Kenya to use
the leather to produce goods for distribution to
local community groups.
SOS youth will receive paid apprenticeships
and training to make shoes and soccer balls
from the leather. When completed, the shoes
will be distributed as part of an anti-jigger
campaign while the upcycled soccer balls will
be donated to support education programmes
that use sports to raise awareness about HIV/
AIDS and Malaria prevention.

Other partners include, TeamLift, a U.S.-based
non-profit whose mission is to transform the
lives of women and children in Sub-Saharan
Africa. At a boarding school under construction
in Malawi, TeamLift will develop a programme
to teach entrepreneurial skills while generating
proceeds to support the school.
In the U.S., Looptworks, a Portland, Oregonbased design company that rescues premium
excess materials to design and produce
sustainable goods, will upcycle the leather into
limited edition, high-quality merchandise to
create needed jobs in a region that has been
hard hit by the downturn in the economy.
Tiffany adds: "We look forward to identifying
additional partners through a call to action,
using the hashtag #LUVSEAT, for our
employees, customers, and the general public
to share their ideas of how we should upcycle
the remaining leather.”
(‘Upcycling ‘is the process of converting
waste materials or useless products into new
materials or products of better quality or for
better environmental value.)
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