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FROM THE EDITOR
Peter D G Raven

Time flies when 
you’re having fun...

The Logistics and Supply Chain Management 
Society was formed in 1999 and gazetted in 2000 
so this is our 20th Anniversary. 

I have been involved with and been a member 
of the Society for close to 15 years and still 
remember our first ‘magazine’ which was a tri-
fold, A4 sheet of paper that we stuck stamps on 
and posted. 

When Raymon Krishnan, the President of the 
Logistics & Supply Chain Management Society 
suggested we go to Vietnam to take over an 
actual magazine, I thought he was crazy, but here 
we are many years later with not one but two 
globally circulated magazines.

CargoNOW and the Magazine are less than a 
year old and we are still finding our ‘voice’ in 
the global supply chain community. Our ExPo, 
website with regular industry updates and 
webinar series are just some of the products that 
we continue to grow and develop. We hope you 
keep providing us with feedback and ideas on 
how to improve and reach out to a wider and 
diverse supply chain community across the globe.

 
Stay safe!

Peter D G Raven
Interim Editor-In-Chief 
peter@cargonow.world
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Potential COVID Drug 
Shows Encouraging 
Results in Limited 
University-Led Trial

Healthcare solutions provider 
Global Response Aid (GRA) said 
the anti-viral drug Avigan® 
produced encouraging results 
in a recent multi-center clinical 
trial led by Japan’s Fujita 
Medical University, showing a 
discernible trend in reducing 
fevers and viral loads in early-
stage COVID-19 patients.

Fujita Health University’s 
principle investigator for the 
study described in a published 
statement the challenging 
scenario in which eligible 
patient recruitment was 
hindered by reductions in new 
patient presentations, leading to 
a limited sample of 89 patients. 
This ultimately prevented 
the study from achieving 
statistical significance, despite 
the relatively positive trends 
observed.

The study included two arms. 
Patients in the first arm 
received Avigan® early in the 
progress of their illness; and 
patients in the second arm, 
received the drug later than 
those in the first arm. More 
than 94% of the patients in the 
group receiving early treatment 
with Avigan® had a significant 
and rapid reduction in viral 
loads (dropping them below 
50%) and alleviation of fevers 
within 2.1 days on average.

GRA believes these results 
highlight the drug’s potential 
to prevent COVID-19 patients 
from progressing to more 
severe or critical clinical stages 
of the disease, along with the 
possibility of treating patients 
with mild or moderate cases of 
COVID-19 in outpatient settings. 
Additional studies designed to 

validate these potential uses are 
currently underway and will 
represent a breakthrough in the 
fight against COVID-19 if they 
yield similar positive results.

“The findings from this 
university-led study are highly 
encouraging,” said Mitch 
Wilson, CEO of GRA. “We, along 
with our partner, Dr. Reddy’s, 
will soon be announcing a 
large, company-sponsored, 
Phase-3 double-blind 
randomized clinical trial with 
up to 1,000 patients.”

Avigan®, which contains the 
active ingredient Favipiravir, 
is the subject of clinical trials 
in COVID-19 patients in several 
countries. It was used to treat 
COVID-19 patients in studies 
in China’s Hubei province, led 
by the China-Japan Friendship 

NEWS
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Hospital. It is undergoing 
testing in the United States 
in a multi-site Phase 2 study 
involving initially hospitalized 
patients, a trial sponsored by 
FujiFilm Toyama Chemical, 
the FujiFilm subsidiary 
that discovered the active 
ingredient in Avigan® in the 
late 1990s for development 
as an anti-influenza drug. 
It also is the subject of an 
investigator-initiated Phase 
2 study in subjects with mild 
or asymptomatic COVID-19 
being conducted by the 
Stanford University School 
of Medicine. Avigan® is also 
being considered for large-
scale testing in a number 
of countries and we expect 
the announcement of a 
second Phase-3 double-blind 
randomized clinical trial with 
up to 1,500 patients.”

GRA, Dr. Reddy’s Laboratories, 
and FujiFilm Toyama recently 
entered a global licensing 
agreement covering the 
production, marketing and 
distribution of Avigan®.

GRA is a Dubai-based company 
established by global logistics 
leader Agility (KSE: AGLTY) 
to procure and develop 
certified diagnostic, testing 
and protective products and 
services used in the detection, 
treatment and prevention of 
COVID-19 and other public 
health threats.

“GRA’s focus is on rapidly 
determining the safety and 
effectiveness of Avigan® as 
a potential treatment for 
COVID-19,” GRA’s Wilson 

said. “These studies give us 
a more expansive breadth of 
data globally and allow us to 
evaluate the drug in a short 
amount of time. The speed with 
which Avigan® has moved 
into clinical development 
for coronavirus reflects the 
pressing need for treatment 
options and the shared 
commitment of industry, 
governments, global health 
organizations and healthcare 
providers to respond to this 
public health threat with the 
greatest urgency.”

Avigan® Tablet was approved 
for manufacture and sale in 
Japan in 2014 as an influenza 
anti-viral drug. The drug is 
to be considered for use only 
when there is an outbreak of 
novel or re-emerging influenza 
virus infections in which other 
influenza anti-viral drugs 
are either not effective or 
insufficiently effective, and 
the Japanese government 
decides to use the drug as a 
countermeasure against such 
influenza viruses. ■

“These studies 
give us a more 
expansive breadth 
of data globally 
and allow us 
to evaluate the 
drug in a short 
amount of time. 
The speed with 
which Avigan® 
has moved 
into clinical 
development 
for coronavirus 
reflects the 
pressing need for 
treatment options 
and the shared 
commitment 
of industry, 
governments, 
global health 
organizations 
and healthcare 
providers to 
respond to this 
public health 
threat with the 
greatest urgency.”

Mitch Wilson
CEO
Global Response Aid (GRA)

NEWS



AUGUST 2020    |     www.CargoNOW.world    |    8 

European Aviation Associations 
and the European Union Aviation 
Safety Agency (EASA) agreed 
to strengthen efforts to ensure 
a consistent and safe travel 
experience for passengers during 
the COVID-19 pandemic.

The COVID-19 pandemic and the 
associated travel restrictions have 
had a devastating impact on air 
traffic and put at risk millions of 
jobs that rely on air connectivity. 
As Europe seeks to reopen, 
it is essential that operations 
are marked by consistent 
implementation of passenger 
safety procedures across the 
continent.

EASA and the European Centre for 
Disease Prevention and Control 
(ECDC) have developed protocols 
for the measures airports, airlines 
and operators should adopt to 
ensure a safe return to normal 
operations.

The guidelines address the entire 
journey from the passenger’s 
perspective, at the departure 
airport, on board of the aircraft 
and at arrival. They contain 
specific, complementary measures 
devised to ensure the protection 
of passengers and crews against 
the transmission of the COVID-19 
virus. Passengers are required 
to take personal responsibility, 
for example by not even 
coming to the airport if they are 
experiencing COVID-19 symptoms.

Airlines and airports have been 
asked to follow enhanced cleaning 
and disinfection procedures 
as well as following guidance 
to ensure the best possible 
ventilation while on-board the 
aircraft. The quality of air on-
board is one of the most important 
mitigating factors against spread 
of coronavirus, and most aircraft 
have high efficiency particulate 
air (HEPA) filters installed which 
sterilise the air to operating 

theatre quality. Further measures, 
such as changes to in-flight 
service, have been recommended 
to reduce the risk of transmission 
through contaminated surfaces. 
Similar recommendations have 
been issued by the International 
Civil Aviation Organisation (ICAO) 
in its Take-off guidance. 

To strengthen the implementation 
of these measures, Airlines for 
Europe (A4E), the European 
Business Aviation Association 
(EBAA), the European Regions 
Airline Association (ERA) and 
the International Air Transport 
Association (IATA) have signed 
a cooperation agreement with 
EASA to promote the harmonised 
and coordinated implementation 
of the EASA/ECDC protocols 
by industry, governments and 
travellers.  

A complementary Charter 
programme has been set 
up by EASA to monitor the 

NEWS

European Aviation 
Associations and EASA 
join for harmonised safe 
air travel during COVID
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implementation of the guidelines 
and provide feedback. Over 60 
organisations serving millions of 
passengers have signed up to the 
charter on a voluntary basis.

“The aviation industry has worked 
closely with health authorities 
and regulators worldwide to 
develop protocols to safely restart 
operations. The ICAO Take-off 
guidelines set an international 
framework for safeguarding 
public health, and in Europe, 
the EASA/ECDC Protocols are 
similarly aligned. This mutual 
cooperation agreement with 
EASA will promote a coordinated 
implementation of the operational 
guidelines in order to facilitate the 
recovery of air travel,” said Rafael 
Schvartzman, IATA’s Regional Vice 
President for Europe.

“This crisis has revealed the 
importance of cooperation, 
communication and a harmonised 
approach. The latter continues to 
prove challenging both for airlines 
and our passengers, as Member 
States implement differing 
health and travel measures,” 
said Thomas Reynaert, Managing 
Director, Airlines for Europe 
(A4E). “This agreement promotes 
further cohesion amongst our 
aviation community in Europe 
and will ensure that the most 
effective protocols are in place, 
particularly as passenger numbers 
rise and improved COVID testing 
capabilities enter the pipeline.”  

EBAA Secretary-General, Athar 
Husain Khan commented. “We’re 
delighted to be joining forces with 
the rest of the aviation community 
to formalise our cooperation and 
communication at this critical 
time. The return to normal for 
travel hinges on harmonised 
safety and operational guidelines 
for passengers and business 
aviation operators alike. Today’s 
agreement is an important step in 
accelerating the recovery of the 
European air transport sector.”

Thomas Reynaert
Managing Director
Airlines for Europe (A4E)

“Building on the EASA/ECDC 
guidelines and the wider Return 
to Normal Operations (RNO) 
project initiated by EASA, this 
cooperation agreement is another 
step forward in ensuring that 
harmonised and robust protocols 
and processes are delivered across 
Europe,” said Montserrat Barriga, 
Director General of ERA. “This will 
further help to give certainty to 
ERA’s airline members, ensuring 
the highest level of safety and 
give enhanced confidence to 
consumers.”

“The endorsement of our 
guidelines by IATA, A4E, EBAA and 
ERA establishes these procedures 
as the standard for the European 
aviation industry,” said EASA 
Executive Director Patrick Ky. 
“Consistent implementation of the 
guidelines is critical to rebuilding 
passenger confidence, which is in 
turn fundamental for a decision to 
travel by air, whether for leisure 
or for business.”

“It is important that national 
authorities play their part in 
ensuring the guidelines are 
followed and avoid unilaterally 
introducing measures which 
create inconsistencies,” he added. 
“All industry players, every 
employee and the travelling 
public themselves need to follow 
the same guidelines at every step 
of the journey from airport to 
destination, so as to create a safe 
environment for all.” ■

“This crisis has 
revealed the 
importance of 
cooperation, 
communication 
and a harmonised 
approach. The 
latter continues 
to prove 
challenging both 
for airlines and 
our passengers, 
as Member 
States implement 
differing health 
and travel 
measures,”

NEWS
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Pelican BioThermal, the 
global name in temperature-
controlled packaging, today 
released results of its 2020 
Biopharma Cold Chain 
Logistics Sustainability 
Survey. According to key 
opinion leaders in biopharma 
cold chain, the biopharma 
industry is increasing its pace 
to prioritize sustainability 
in business and operational 
strategies. Nearly half of all 
respondents already always 
factor sustainability into cold 
chain purchasing decisions.

“Biopharma companies work 
every day to manufacture 
and distribute drug products 
all over the world, and their 

primary focus is on the safety 
and efficacy of these life-
saving products,” said David 
Williams, President of Pelican 
BioThermal. “As biopharma 
companies begin to accelerate 
work on their sustainability 
goals, our survey shows they 
expect the same of their supply 
chain partners. The cold chain 
industry needs to continue 
its focus on improving green 
thinking to keep pace with its 
biopharma clients.”

Overall, the survey uncovered 
three key trends. The first 
trend indicates that although 
66 percent of organizations 
rate sustainability as 
very important, valuing 

Pelican BioThermal 
Survey Reveals 
Biopharma Companies’ 
Focus on Sustainability in 
Cold Chain Partnerships

Sustainability 
is moving from 
a nice-to-have 
to a must-
have, putting 
sustainable 
temperature-
controlled 
shippers in high 
demand
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“As biopharma 
companies begin 
to accelerate 
work on their 
sustainability 
goals, our survey 
shows they 
expect the same 
of their supply 
chain partners. 
The cold chain 
industry needs to 
continue its focus 
on improving 
green thinking 
to keep pace with 
its biopharma 
clients.”

David Williams
President
Pelican BioThermal

NEWS

sustainability hasn’t yet 
translated into widespread 
action. More than half of 
respondents--53 percent--
reported their companies 
don’t currently use sustainable 
or green initiatives in 
their organizations. But 
organizations have a desire 
to work with companies that 
help them advance their 
sustainability goals, ultimately 
moving sustainability from 
valuable to actionable.

In 2015, the United Nations 
and its member countries 
created Sustainable 
Development Goals (SDGs) 
to guide the world on a 
sustainable path to 2030. 
With mounting pressures 
to improve sustainability, 
including from consumers 
and corporate stakeholders, 
biopharma companies are 
actively looking for ways to 
preserve the planet, reduce 
waste and strengthen their 
brands.

The second trend speaks to 
how cold chain partners can 
help advance biopharma 
companies’ sustainability 
goals and how biopharma 
companies seek to 
partner with like-minded 
organizations. More than half 
(53 percent) of biopharma 
companies indicate that it’s 
very important to choose cold 
chain packaging options that 
advance their organization’s 
sustainability. 

Additionally, 64 percent 
of organizations inquire 
about sustainability when 

performing audits of suppliers 
and 52 percent indicated 
that they, too, were audited 
for sustainability by vendors 
supplying their organizations. 
It’s not enough anymore to say 
an organization is committed 
to sustainability--proof is now 
important to prevent legal 
issues and protect reputation.

The final trend reveals that 
recyclability and lower 
emissions matter. Greater 
focus is being put on how cold 
chain packaging is constructed, 
with increasingly high value 
placed on cold chain packaging 
that is recyclable or can more 
easily enter the waste stream. 
Nearly half of respondents 
(48 percent) always look 
for packaging with these 
characteristics.

Likewise, the industry 
leans toward lighter, more 
energy efficient shippers that 
reduce carbon emissions for 
temperature-sensitive pharma 
products being shipped by air. 
More than half (56 percent) 
already use these shippers 
and 81 percent are likely to 
use energy-efficient packaging 
in the future. These solutions 
already exist, allowing 
biopharma companies to 
make quick progress toward 
sustainability goals. ■
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In an interview with Finbold.
com, Simpleship Chief 
Executive Officer Justinas 
Jasilionis has stated order 
management automatization 
and proof of delivery (PoD) 
technology will be a future 
trend. According to Jasilionis, 
this trend will be witnessed 
in several sectors like service 
delivery.

ADAPTING TO THE 
CORONAVIRUS 
PANDEMIC 

He further noted that already 
the trend will be enabled by 
companies that have already 
shown willingness to invest in 
tech. According to Jasilionis:

“We already see the pattern 
where companies, in order 
to ensure successful delivery 

and control over their own 
business, are willing to invest 
in technology. I believe that 
proof of delivery has a huge 
potential not only in delivery 
but also in the service delivery 
sector where companies could 
take the same benefits from 
our solution and bring more 
convenient experience to their 
end-customer.”

During the interview, the 
officer explained how 
Simpleship was forced to 
adapt to the coronavirus 
pandemic. The health crisis 
called for minimized physical 
interactions in order to curb 
the spread.

In handling competitions from 
major players like UPS and 
DHL, Jasilionis talked about 
Simpleship’s ability to solve 

gaps that emerge from already 
existing PoD services.

Jasilionis further revealed that 
the platform has rolled out on 
a small scale machine learning 
as a way of automating 
delivery assignments for 
the driver. He also delved 
into the end goal of using 
machine delivery in delivery 
automation. ■

Order management 
automatization and PoD 
will be a future trend

Simpleship CEO interview: 
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Following the Coronavirus 
crisis, many governments 
have been keen to put 

in place ‘green recovery’ 
programmes, combining 
the need for economic 
growth with sustainability. 
This has been a key part of 
politicians’ ‘messaging’ – that 
the crisis should be used 
as an opportunity to create 
sustainable economies and 
that a ‘rebound’ must not come 
at the cost of the environment.

The development of a ‘Circular 
Economy’ is one element of 
these programmes. Although 
not new, the concept of supply 
chains structured around 
re-cycling, refurbishment, 
re-manufacture, re-use and 
the prolongation of product 
life, is being taken up by 
governments with renewed 
enthusiasm for reasons which 
will be discussed below.

Since the crisis, many 
politicians have sought to 
highlight the inability of linear 
global supply chains to deliver
Personal Protective Equipment 
(PPE) and have promoted 
localization of production as 
a potential alternative, not 
just for PPE but for medicines, 
food and other critical 
supplies. In many people’s 
minds, future resilience 
will only be achieved by 
reducing economies’ reliance 
on extended supply chains 
which have been shown to 
be at risk from protectionist 
trade measures, production 
bottlenecks and transport 
disruption. Circular supply 
chains form a key part 

of this narrative, as they 
reduce reliance on global 
sources of raw materials and 
promote higher levels of (re-)
manufacturing activity in 
locations within end-markets.

Before the advent of Covid 
19 one of the main issues on 
politicians’ agendas was the 
‘climate emergency’ which 
was increasingly influencing 
the development of public 
policy. ‘Circularity’ provides 
a potential solution for many 
environmental problems as 
well as making supply chains 
more resilient in the face of 
crises - not only that caused by 
Coronavirus but also others 
related to security (such as 
Huawei’s involvement in the 
construction of 5G networks).

This mix of public policy goals 
can be bundled together as 
a way of achieving so-called 
‘strategic autonomy.’ According 
to European Commission 
President Ursula von der 
Leyen, speaking in April 2020, 
“A circular economy will make 
us less dependent and boost 
our resilience. This is not only 
good for our environment 

but it reduces dependency by 
shortening and diversifying 
supply chains.”

Hence, circularity is being 
promoted as a way in which 
supply chains can be made 
more resilient, alongside 
other strategies such as re-
shoring, near-sourcing and 
‘optionalisation’/’China+’

For the European Union, 
China and the US are 
clearly the targets of this 
policy. A Greek MEP, Anna-
Michelle Asimakopoulou, 
put it bluntly. ‘We need 
policies that safeguard 
and grow our industries 
against Chinese unfair 
competition and President 
Trump’s out-of-control tariff 
diplomacy.’ Talking about 
China specifically she went 
on, ‘It is baffling that we are 
only just waking up to our 
reliance on what the European 
Commission calls “a systemic 
rival”.

For some raw materials, 
Europe and North America 
are widely self-sufficient. 
However, for many Critical

Fig 1: Conflation of Strategic Autonomy/Sustainability Goals

PROSPECTS FOR A POST-COVID CIRCULAR ECONOMY
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Raw Materials (CRMs) used 
in the high tech sector (e.g. 
antimony, beryllium, cobalt, 
gallium, germanium, indium, 
platinum group metals (PGMs), 
natural graphite, rare earth 
elements (REEs), silicon metal, 
and tungsten) this is not the 
case and the regions are 
highly dependent on China in 
particular.

For Europe, the figure below 
for the CRM, Gallium, shows 
that the vast majority of the 
element ends up in landfill 
with only a tiny proportion 
recycled. One of the difficulties 
of recycling Gallium (a 
problem shared by many other 
materials) is the dispersed 
nature of the element 
throughout a product. In many 
respects the waste highlights 
the technical and economic 
challenges which have slowed 
progress towards circular 
supply chains and which will 
have to be overcome if the 
concept is to become reality.

Consultancy Gartner believes 
that the transformation of 
supply chains will take place 
over the next ten years. A 
survey which was undertaken 
in 2019 suggested that 70% of 

what they call ‘supply chain 
leaders’ will invest in the 
circular economy over the 
following 18 months.

WHAT DOES 
A CIRCULAR 
ECONOMY MEAN?

As I write in my book ‘Supply 
Chain Ethics’3, the circular 
economy is seen as an 
alternative to existing ‘linear’ 
economies where products, 
materials and components 
are discarded when their 
usefulness comes to an end, 
also known as ‘take, make, 
waste’. Whilst in the latter 
model, the value of materials 
reduces to zero over the 
lifetime of the product, in a 
Circular Economy, design at 
the outset ensures that these 
materials retain some of their 
value which consequently 
ensures that it is economically 
viable to re-use them in one 
function or another.

In a traditional manufacturing 
process, ‘virgin’ materials are 
typically used and there is the 
assumption of cheap and easily 
accessible energy. External 
costs of disposal and the wider 

environmental disbenefits 
generated throughout the 
manufacturing process are 
borne by society and not the 
producer or the consumer.

The Circular Economy would 
mean that there would 
be fewer virgin materials 
used and this has a double 
benefit. Firstly, it means that 
there is less impact on the 
environment in terms of the 
extraction of these materials 
– a key point in terms of 
sustainability. Secondly, there 
will be less reliance on the 
countries which provide these 
materials e.g. China.

In effect, circularity divorces 
economic growth from the 
consumption of natural 
resources, resulting in 
economic and environmental 
benefits as well as improved 
supply chain resilience.

However, the shift from linear 
supply chains to circular 
will be very challenging. 
Marina Mattos, a Postdoctoral 
Associate at the MIT Center for 
Transportation and Logistics, 
comments, “A critical supply 
chain challenge is how to 
reconfigure distribution 
channels, forecast methods 
and technology to generate 
value across business 
ecosystems. To achieve 
this goal, companies must 
create new business models 
and improve supply chain 
management functions.”

One way in which to improve 
levels of circularity will be to 
reduce product complexity and 

Fig 2: Sankey diagram of Gallium usage in Europe

PROSPECTS FOR A POST-COVID CIRCULAR ECONOMY
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this can only be achieved at 
the design phase. If a product 
contains multiple materials, 
each one will have its own 
‘loop’ which in turn will have 
to be closed if circularity is to 
be attained.

In March 2020 the European 
Commission set out a number 
of policy objectives within its 
Circular Economy Action Plan, 
part of the ‘European Green 
Deal’. At the time, Executive 
Vice-President for the 
European Green Deal, Frans 
Timmermans, commented, 
“To achieve climate-neutrality 
by 2050, to preserve our 
natural environment, and 
to strengthen our economic 
competitiveness, requires 
a fully circular economy. 
Today, our economy is still 
mostly linear, with only 12% 
of secondary materials and 
resources being brought 
back into the economy.” The 
objectives include:

• improving product 
durability, reusability, 
upgradability and 
reparability, addressing 
the presence of hazardous 
chemicals in products, and 
increasing their energy 
and resource efficiency;

• increasing recycled content 
in products, while ensuring 
their performance and 
safety;

• enabling remanufacturing 
and high-quality recycling;

• reducing carbon and 
environmental footprints;

• restricting single-use and 
countering premature 
obsolescence;

• introducing a ban on the 
destruction of unsold 
durable goods;

• incentivising product-as-
a-service or other models 
where producers keep the 
ownership of the product 
or the responsibility for its 
performance throughout 
its lifecycle;

• mobilising the potential of 
digitalisation of product 
information, including 
solutions such as digital 
passports, tagging and 
watermarks;

• rewarding products 
based on their 
different sustainability 
performance, including by 
linking high performance 
levels to incentives.

IMPACT ON TRADE

Given that a large proportion 
of the raw materials and 
finished goods consumed in 
Europe and North America 
are produced in Asia 
(specifically China), a move 

to a Circular Economy could 
have a profound impact on 
global trade. Fewer products 
would be shipped due to a 
combination of a reduction 
of demand (as products 
would have longer lives 
and more assets would be 
‘shared’ thereby increasing 
asset utilisation) and an 
increasing amount of goods 
and components remain 
in circulation in consumer 
markets. User perception and 
behaviour will also have an 
important impact on demand 
for new products. If consumers 
can be convinced that using 
refurbished products involves 
no diminution of quality; no 
issue with data protection 
(for electronics) and is more 
socially acceptable, then there 
will be less reason to buy new 
releases of goods.

The effect of the shift is shown 
in the figure below. Presently 
large volumes of new products 
and raw materials are shipped 
typically from Asia to the rest 

Fig 3: Impact of Circular Economy on Trade
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of the world. They start off 
with high value but rapidly 
their value diminishes and 
a large proportion of the 
volume ends up in landfill. 
If refurbishment technology 
can be improved, if products 
can be designed for recovery 
of parts and if the concept 
of circularity and ‘sharing’ 
is accepted by consumers, a 
much greater proportion of 
parts and products will stay 
in circulation in the end user 
markets.

This will mean that shipment 
volumes from Asia will 
necessarily decrease although 
it is impossible to say by 
how much. In terms of raw 
materials, the IIEP says, ‘In the 
EU, the supply of primary raw 
materials remains a necessity 
as, even with all waste turned 
into secondary raw materials, 
the demand for raw materials 
would still exceed this 
amount.’

If materials can be recovered 
in Europe and North America, 
they can be used to feed local 
manufacturing presently 
dependent on their import. 
They may even be exported 
back to other manufacturing 
locations in developing 
markets as input into 
intermediate components. 
Unless Europe and North 
America develop/reshore 
far greater downstream 
manufacturing capabilities, 
however, it would seem 
unlikely that recovery of 
materials would have a major 
impact on volumes of finished 
goods being imported from 

Asia. At present, the low cost 
labour available in these 
markets for the assembly 
of products is too much of 
a competitive advantage 
although this may change 
with the development of 3D 
Printing.

One sector which may benefit 
is the trade of second-hand 
goods to developing countries. 
However, the benefits are not 
unalloyed. Exporting products 
which have reached their end-
of-life in developed markets 
has the effect of breaking the 
closed loop systems which 
are being set up to ensure 
recycling/refurbishment etc. 
Once a product has been 
exported it is difficult to 
enforce ‘extended producer 
responsibility’ regulations 
or to ensure that the product 
is properly dealt with once 
its value has diminished to 
such an extent that there is 
no further use for it in its 
secondary market.

As part of its Action Plan, the 
European Commission (EC) has 

spoken about ‘mainstreaming 
circular economy objectives 
in free trade agreements, 
in other bilateral, regional 
and multilateral processes 
and agreements, and in 
EU external policy funding 
instruments.’ What this 
actually means for future trade 
arrangements remains to be 
seen but ensuring closed loop 
systems may be part of its 
objectives.

THE ECONOMIC 
IMPACT

The shift to a Circular 
Economy could have positive 
economic benefits. The 
Ellen McArthur Foundation 
published research which 
claims that the circular 
economy could result in a 
net materials cost savings 
opportunity for the high 
tech and automotive sector 
of $340 to $380 billion 
p.a.5 rising to $520 to $630 
billion p.a. for more radical 
changes. For the FMCG sector 
(packaged food, apparel, 
beverages etc), circularity 

Fig 4: The Shift from Linear to Circular Supply Chains
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could bring savings of over 
$706 billion p.a. According 
to the EU, manufacturing 
firms spend on average about 
40% on materials. It believes 
that ‘closed loop’ models 
can increase companies’ 
profitability, while sheltering 
them from resource price 
fluctuations.

It is hoped that by investing 
in refurbishment technology, 
more value will be retained 
in a product, allowing the 
re-seller to sell at a higher 
price. This will generate value 
in the supply chain which 
will allow for investment in 
reverse logistics and additional 
technologies creating a 
virtuous cycle. This could be 
reinforced by establishing 
second-hand markets with 
more transparent pricing 
as well as information on 
condition and performance 
– important issues when 
overcoming the barriers for 
consumers of buying pre-used 
devices.

High tech

This sector is of high priority 
given that waste levels are 
continuing to rise (in the EU 
they are growing at 2%
a year) and that less than 40% 
of electronic products are 
recycled. An Ellen Macarthur 
Foundation report estimated 
that in 2016, 44.7 million 
tonnes of e-waste were 
generated globally, of which 
435 thousand tonnes were 
mobile phones. In Europe an 
Ecodesign Directive has been 
proposed which will increase 

products ‘energy efficiency 
and durability, reparability, 
upgradability, maintenance, 
reuse and recycling’. There 
are also plans for a ‘common 
charger’ across brands and an 
EU-wide take back scheme for 
old phones.

Batteries and vehicles

Given the importance of 
electric vehicles (EVs) to the 
automotive sector, the volume 
of batteries which will need to 
be disposed of at their end-of-
life will be very substantial. 
One estimate suggests that 
for sales of EVs in 2017 
alone, this would amount to 
250,000 tonnes or 0.5m cbm of 
unprocessed waste7. For this 
reason the EC is implementing 
rules on recyclable content 
and the recovery of valuable 
content in Europe. It is also 
promoting ‘product-as-a-
service models’ to ensure 
better utilization of existing 
assets, which will reduce the 
demand for virgin materials. 
Lithium-ion batteries contain 
cobalt which is mined 
extensively in the Democratic 
Republic of Congo. The 
industry there has attracted 
criticism for child labour 
practices, environmental 
mismanagement and the sale 
of conflict minerals to support 
local warlords. Recycling this 
element within the end-user 
market would reduce this 
reliance although efforts are 
being hampered as batteries 
are presently difficult and 
dangerous to disassemble.

Plastics and Plastic 
Packaging

With packaging requirements 
reaching record levels due to a 
surge in home shopping during 
the Coronavirus, the reduction 
of over-packaging is a priority 
for all administrations. The 
reduction of the complexity of 
packaging is being researched 
and this will help to increase 
recyclability. A labelling 
system for different types 
of packaging is also being 
assessed.

Much of regulators’ focus is 
being directed towards the 
reduction of microplastics 
and the marine pollution by 
single use plastics. According 
to the World Economic Forum, 
95% of plastic packaging 
material value ($80–120bn) 
is lost annually after a 
short first use8. Regulations 
could include mandatory 
requirements for recycled 
content and other waste 
reduction measures. However, 
as the Institute for European 
Environmental Policy puts 
it, ‘…the current trends of a 
restriction in opportunities 
for the export of plastic waste 
for recycling, suggest a need 
to develop a more active 
European market for recycled 
plastics, alongside measures 
to reduce the generation of 
plastic waste. The challenge 
lies in the lack of well-defined 
quality standards for plastic 
waste and recycled plastics.’

NEWSPROSPECTS FOR A POST-COVID CIRCULAR ECONOMY
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Textiles and fashion

Only an estimated 1% of 
textiles are recycled into 
new clothing resulting in an 
economic loss of more than
$100 billion of materials a 
year10. There are hopes that 
it would be possible to create 
a secondary market which 
would stimulate textile re-
use and other initiatives such 
as providing better access to 
repair services. There may 
also be laws such as extended 
producer responsibility which 
pushes the responsibility for 
recycling upstream.

Construction and 
buildings

The construction sector 
accounts for about half of all 
extracted materials and, at 
374 million tonnes, generates 
about 35% of the EU’s total 
waste. Whilst 70% of waste 
is collected, it is usually used 
in ‘backfill’ – filling in holes 
on construction sites. The 
challenge will be to preserve 
the value of construction 

waste which would make 
recycling economically 
worthwhile. Other non-
market led interventions may 
include minimum recycled 
content requirements for some 
construction projects.

CONSEQUENCES 
FOR LOGISTICS

Logistics will have a key role 
to play if government and 
industry are to facilitate the 
transformation of supply 
chains from linear to circular. 
Geographic considerations are 
important as companies may 
have marketing distribution 
structures in place in multiple 
countries, but not the ability to 
handle returns, refurbishment, 
redistribution, recycling, 
maintenance or the ability to 
enable the other important 
aspect of circularity, ‘sharing’. 
A further challenge is creating 
a predictable flow of returned 
goods which would allow a 
stable structure to be put in 
place to handle them.

The development of 

distribution structures will 
be one way in which 3Pls 
will be able to support their 
customers. Many of the larger 
logistics service providers 
have dense international, 
national and local networks of 
facilities. Express companies 
will, for instance, be able to 
ramp up returns operations 
using parcels shops. Logistics 
companies can provide 
testing and repair services 
before re-introducing the 
products back into the supply 
chain (increasing so-called 
‘inventory velocity’). Although 
these services have been 
provided for several decades, 
3PLs will benefit from bigger 
volumes at higher margins. In 
addition, logistics providers 
may also undertake the 
recovery of materials from 
end-of-life product as a value 
adding service, either through 
partners or at their own 
facilities.

There certainly seems to be 
an appetite for more ‘reverse 
logistics’. The Gartner survey 
referenced above showed 
that 27% of respondents 
are already using digital 
technologies for reverse 
logistics and that a further 
39% intend to do so in the next 
two years. This, the authors 
believe, shows the increasing 
levels of interest in integrating 
the returns process into 
existing operations.

That being said, many 
elements of a circular 
economy will have negative 
consequences for the logistics 
industry. The transition from 

Fig 5: Global Material Flows for Clothing
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linearity to circularity will 
result in less international 
transportation, as fewer 
finished goods and raw 
materials are moved out 
of Asia. There will be less 
warehousing space required to 
store internationally sourced 
goods or packaging required 
to protect them. On the other 
hand, this shift will benefit 
domestic and regional logistics 
providers – mainly road-
based – as increased levels 
of secondary raw materials, 
intermediate and finished 
products circulate within 
markets. 

CONCLUSION

The likelihood of a 
transformation of economies 
from linear to circular is 
unlikely to be driven by the 
market alone or be achieved 
in a short period of time. 
Presently the lack of value 
left in products and their 
constituent parts once ‘out of 
the wrapper’ militates against 
new circular business models 
being established, at least in 
mass markets. However, this 
may change. Governments 
may be minded to intervene 
in markets where they 
believe external disbenefits 
are not being addressed. 
These disbenefits include 
environmental impacts as well 

as security or medical (eg PPE), 
from a ‘strategic autonomy’ 
perspective. This intervention 
could well take the form of 
taxes on consumption and 
on production as well as 
increasing regulations such 
as producer responsibility. 
This may create a compelling 
case for companies to create 
circular supply chains through 
a series of local recovery, 
regeneration, repair and 
recycle loops.

Parts of industry prefer 
a different approach. 
According to Tech UK, a 
technology membership 
organisation, governments 
should, ‘Encourage market 
pull for non-virgin products 

and materials: Focus on 
positive incentives and tackle 
the disjointed approach 
which adds complexity to 
the policy landscape and 
generates perverse incentives 
that discourage the right 
behaviours.’

As far as the logistics industry 
is concerned, circularity will 
benefit domestically-focused, 
road freight-based or value 
adding logistics companies. 
However, there will inevitably 
be negative consequences 
for international transport 
companies and freight 
forwarders. As Europe and 
North America strive for 
greater levels of ‘strategic 
autonomy’ and sustainability, 
volumes from Asia and 
particular China will face 
a concerted headwind. The 
extent of this headwind is yet 
to be determined and to a large 
degree depends on the level 
of government intervention in 
the sector. ■
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At each step in its 
spread, the coronavirus 
pandemic has created 

disruption in factories, 
manufacturing and modes 
of shipping. Given today’s 
interconnected economy, 
COVID-19 has quickly exerted 
tremendous pressure on 
global supply chains. By early 
March, 75% of companies 
reported disruptions in some 
capacity within their supply 
chains, with sourcing issues 
surrounding China playing a 
significant role, according to a 
survey from the Institute for 
Supply Management. 

By the end March, a second 
survey revealed 95% of 
companies had experienced 
or expected to experience 
disruptions in supply chains, 
with lead times for inputs 
across Asia, Europe and 
North America growing to at 
least twice as long as normal 
operations.  

Even when compared with 
other outbreaks like SARS 
or natural disasters like 
Japan’s Fukushima nuclear 
disaster, the disruption of 
COVID-19 is unique. It has 
created pressure points on 
both sides of the supply and 
demand equation, and injected 
tremendous unpredictability 
into the ecosystem, notes 
Dr. Yossi Sheffi, director of 
the Massachusetts Institute 
of Technology’s Center for 
Transportation and Logistics. 
“It’s much bigger,” he says. 
“There’s a warehousing 
problem and a transportation 
problem when you need to 

distribute things.”

“There are so many 
adjustments that have to be 
made,” Sheffi adds. “It’s a 
huge disruption, and there’s 
nowhere to hide.” What’s 
coming, he says, is a “whack-
a-mole” recovery, where 
interruptions and delays in 
supply chains will quickly 
arise, and businesses must 
have the capacity to adjust 
equally fast.

Reimagining Supply 
Chain Planning

Even before the pandemic, 
supply chain management 
had started moving away 
from traditional, batch-based 
planning processes to a more 
active process rooted in real-
time information, with the 
goal of increasing agility. 
Moreover, “every company 
was looking for more visibility 
with the upstream supply 
chain. Understanding two or 

three tiers in each direction. 
Knowing where your stuff 
is coming from, who their 
suppliers are, and where their 
potential disruptions might 
be,” Sheffi says. “This is not 
easy to do because suppliers 
look at who their suppliers are 
as a competitive advantage. 
They don’t want you to go 
around them.” 

It’s an even more complex 
problem for large, 
multinational firms, which 
often have significant numbers 
of suppliers, he says, one 
that has only increased the 
premium placed on visibility 
in a post-COVID-19 world.  

Vikram Balasubramanian 
is Group Vice President of 
Product Management at Blue 
Yonder, a leading provider of 
digital fulfillment solutions. He 
believes advanced technologies 
like machine learning and 
artificial intelligence can be 
most impactful in facilitating 
this shift toward proactive, 
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predictive management of 
supply chains, and can help 
businesses anticipate and 
adjust for disruptions. 

“Software tools to simulate 
the risks and opportunities 
in the market, whether they 
are external or internal,” are 
critical for businesses that 
need to stay a step ahead of 
disruptions, he says. “You can 
think of big bang events such 
as a tsunami or something like 
COVID-19, which have a high 
impact—a low probability of 
happening, but a high impact. 
So that’s a key type of risk 
scenario.”

But such tools aren’t just 
for infrequent yet massive 
disruptions like a pandemic. 
“There are a lot of higher 
probability impacts, which are 
more ongoing,” he says. “What 
if you have a competitor who’s 
lowering rates? There are 

so many different levels of 
risk and opportunity in the 
market.” 

“Technology allows you to go 
and play out the scenarios and 
come back and figure out how 
you can actually respond back 
to them.” 

Blue Yonder’s Luminate 
platform, for example, 
integrates layers of a 
company’s historical data with 
critical external variables 
(weather and traffic patterns, 
pricing changes, regulatory 
requirements, etc.) to create 
an intelligent, end-to-end 
solution applicable to retail, 
manufacturing and beyond. 
Luminate connects demand 
and supply through multiple 
tiers of a supply chain 
ecosystem, providing visibility 
to make smarter choices 
around managing it.

The approach is based on four 
pillars, says Balasubramanian. 
The first, Predict & Pivot 
powered by AI/ML, is based on 
“helping businesses respond 
not just to what’s happening, 
but what will happen in the 
future, giving them more 
lead time and options of how 
they’re going to respond to 
it,” he says. It’s a probability-
based approach that, in 
retail for example, means 
synthesizing not only internal 
data, but external sources 
as well—day of the week, 
promotions, weather, the 
behavior of competitors and 
more—creating more thorough 
and accurate predictions 
of demand. From there, 
allocation can be made more 
appropriately from store to 
store, and pricing sweet spots 
can be determined.

Boundaryless “Always-
On” planning helps bridge 
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conventional time and 
organizational silos, closing 
the gaps between demand 
and supply planning and the 
upstream and downstream 
supply chain, and Integrated 
Planning & Execution is 
designed to allow companies to 
achieve better control of their 
operations and supply chain, 
ensuring end-to-end visibility 
of their inventory and labor, 
minimizing risk and delivering 
with confidence. 

Finally, User Experience 
is a fully workflow-driven 
experience where users can 
easily create situation rooms, 
collaborate, gain visibility 
and orchestration end-to-end, 
see potential disruptions and 
opportunities before they 
happen, receive machine 
learning-based advice on 
appropriate actions, and 
maintain organizational 
learning.

Ultimately, says 
Balasubramanian, it’s about 
helping companies be more 
intelligent, intuitive, predictive 
and capable of delivering to 

their customers when, how 
and where they want. 

If the pandemic has shined 
the brightest light on the need 
for transparency and sound 
risk management when it 
comes to supply chains, it has 
also elevated the importance 
of supply chain management 
in overall business strategy. 
It’s something Sheffi believes 
the smartest companies have 
always understood, but for 
too many, it was discounted. 
“This was always kind of a 
backwater,” he says. “A cost 
center.” 

Now, in this new normal, there 
can’t be daylight between 
supply chain strategies and 
business strategies. 

“They have to go hand in 
hand,” he says. “They are one 
and the same.” ■

“Technology 
allows you to 
go and play out 
the scenarios 
and come back 
and figure 
out how you 
can actually 
respond back to 
them.”

Vikram Balasubramanian
Group Vice President of 
Product Management
Blue Yonder
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The supply chain has 
become a company’s 
most important strategic 

and competitive weapon. 
But right now nothing is 
consistent, and it feels like a 
swift kick in the ass.

In this current pandemic 
situation, many companies 
have no idea how to balance 
safety stock. Demand changes 
daily with the wind, but 
businesses can’t afford to do 
the same.

Any supply chain decision you 
make when you come into 
work each day makes ripples 
across the entire chain. When 
those decisions have bad 
outcomes, it’s almost always 
attributed to poor safety stock 
management.

RE-EXAMINING 
INVENTORY 
MANAGEMENT 

Now is a good time to revisit 
your inventory management 
strategy to make sure you are 
not buying into the 4 common 
myths about managing safety 
stock.

THE MYTHS

Myth #1: Setting safety 
stock to zero will reduce 
inventory

Sometimes safety stock is good. 
It protects against variability 
in both demand and lead 
times. At a time like now, when 
supply variability is at an 
all-time high, you need some 
safety stock.

At the same time, someone 
from a corner office is 
ordering you to reduce 
inventory as part of a higher-
level initiative to free up cash.
Supply chain leaders often 
reduce safety stock to zero in 
an effort to achieve this. Their 
inventory levels do, in fact, 
go do but so do their service 
levels. This unwanted side-
effect will end up costing much 
more than the cost of some 
extra inventory.

Getting a solid understanding 
of the relationship between 
safety stock and service 
level will go a lot further to 
reduce inventory than zeroing 
out safety stock. A supply 
chain planning solution 
can effectively illustrate the 
safety-stock-to-service-level 
relationship and quickly 
deliver the data you need to 
cut inventory 10% to 20% 
without reducing the service 
level.

Myth #2: A “textbook” 
safety stock formula 
will do

Textbook models will help 
you achieve a target service 
level only if both the lead time 
and demand are normally 
distributed.

Normal??? What the heck is 
that??? Right now the ‘normal’ 
is that there is no normal.

This does not take into account 
the upstream failure rate, 
reorder period, or order 
quantity requirements that are 
part of cycle stock.

Using only a textbook model 
alone is a bad idea if the 
upstream failure rate, reorder 
period, or order quantity 
requirements are significant 
business constraints in your 
supply chain. Which they 
usually are, even without the 
curve balls of a pandemic 
thrown in.

Myth #3: Safety stock 
declines as average 
supplier lead time 
declines

Changes in your mean lead 
time and demand affect cycle 
stock, but not your safety 
stock.

[Side-note for any newbies 
reading: The difference between 
cycle stock and safety stock 
is that cycle stock provides the 
buffer between replenishment 
deliveries and is fairly 
straightforward. Safety stock 
is designed to prevent stockouts 
when there is variability in 
your demand and supply].

So really, it’s about variability. 
By reducing the variability, 
you reduce your safety stock. 

Assume you have to provide 
a 95% service level for your 
customer. The demand for 
your product is 10 per day and 
forecast error is 2.

• Case 1: Supplier A has 
an average lead time of 
15 days and the standard 
deviation is 10 days.

• Case 2: Supplier B has 
an average lead time of 
24 days and the standard 
deviation is 1 day.

HOW TO BALANCE SAFETY STOCK - 4 MYTHS DISPELLED
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Assuming the receipt period 
equals the total lead time, 
which supplier will reduce 
your safety stock?

In both cases, you have to 
safeguard your inventory for 
25 days, but the safety stock 
values are different for each 
of them. When you plug the 
values into the safety stock 
equation, Supplier B will have 
the lowest safety stock. Since 
you know that the lead time 
is 24 days, your cycle stock 
will be ordered in such a way 
to satisfy the demand for 24 
days and you only need to 
safeguard your supply with 
a safety stock for 1 extra day, 
which is the variability here.

But in case of a 15-day lead 
time with 10-day variability, 
you are sure that the product 
will reach you at an average of 
15 days. But it may take up to 
25 days, so you will order your 
cycle stock so that it satisfies 
15 days demand and safety 
stock to safeguard for the extra 
10 days variability.

So the variability of your lead-
time increases your safety 
stock. The same principle also 
works in the case of demand. 
The variability of your demand 
increases your safety stock.

In an extreme case, if your 
supplier says they will have 
no lead time variability and 
your demand forecaster says 
she has predicted the demand 
perfectly, then you will have 
no use for the safety stock, 
since you know what amount 
you need and how long it takes 
for your supplier to ship it to 
you. You will order the exact 
amount you need for each 
review period which is your 
cycle stock.

The bottom line is that you 
don’t need safety stock when 
there is no variability.

Myth 4: Safety stock 
eliminates stockouts

Safety stock is designed to 
prevent the majority of the 
stockouts, not all of them. 
There will always be stockouts.
That’s because you have zero 
control over supplier lead 
times and very little control 
over demand (although, there 
are ways to use pricing tools 
to strategically deplete low-
demand inventory or increase 
margins on high-demand 
inventory).

What you can do is play 
around with the safety 
stock equation, looking 
and customer service 
levels as a trade-off. Using 
a cost-of-service analysis 
tool, you can find the most 
profitable balance of safety 
stock between stockouts 
and overstocks. You can 
continually refine the forecast 
to decrease variability and 
maintain practical service 
levels that work for you and 
your customers. ■

HOW TO BALANCE SAFETY STOCK - 4 MYTHS DISPELLED
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