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WHO WINS, WHO LOSES?
WHY IS GROWTH STUTTERING? HOW ARE THE GOODS
FLOWING? WHERE DOES TRADE TAKE PLACE?
THE ARTIST LUCAS ZAREBINSKI PHOTOGRAPHED AND DESIGNED THIS WORK “EVIL ORANGE”

We know what the future will bring.
Because we deliver the goods.

Evonik is the creative industrial group from Germany.
Drawing on our wealth of ideas, our specialty chemicals
expertise and our strategic innovation unit, Creavis, we
deliver solutions that will shape the world of tomorrow –
from cosmetics to 3D printing. Our know-how coupled
with our clear vision of the future make us a reliable
partner to industry and investors alike. And happily also
to you. Visit the future at www.creavis.com.
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editorial

“Exchange and global trade are the
lifeblood of companies”
Dear readers,

Klaus Engel, Chairman of the Executive Board
of Evonik Industries AG

The exchange of goods and services is an age-old human activity. Today, as we dream of the New Silk Road connecting Asia
with Europe, we are also looking back at a legendary trade route
that people were using centuries before the birth of Christ to
exchange textiles, spices, and also ideas.
Since that time, the global economy has become increasingly intermeshed—most recently at an unprecedented speed. Today this trend seems to be reversing for the first time. In many
countries, the basic principle “Me first” is making a comeback.
However, history shows how much more can be achieved when
barriers fall and obstacles are abolished. In Europe we’ve had
good experiences thanks to this development. The association
that began in 1957 as a purely economic community has grown
steadily to become the European Union, which today connects
the people of 28 countries. Thanks to open borders and a common currency, this union has granted us freedom of movement,
prosperity, and lasting peace—something this continent has
never known before.
The precise nature of fair trade is open to endless debate. Are
trading practices always fair? Does “might make right” or are
the interests of the weaker countries being sufficiently taken
into account? Does it make economic sense, and is it sustainable and environmentally friendly, to transport goods halfway around the world? Are there better models? We should be
talking about these questions rather than trying to figure out
the best way to isolate ourselves. Egotism and a parochial mentality are not the best way forward.
Companies like Evonik crucially depend on exchange and
global trade, not only at the level of raw materials and finished
products but also with regard to people and ideas. Global value
chains and trading systems that are open and as fair as possible
are a key precondition of growth and prosperity. We must continue to move forward in this direction, rather than backward.
I wish you a thought-provoking reading experience!

Cover artist: Lucas Zarebinski | Photography, page 3: Evonik

Sincerely yours,
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ORIGIN The word “world” is derived

from the Middle English “weorld,”
itself a compound of the Old English
words for “man” and “age.” “Trade”
comes from the Middle Dutch word
meaning “track, course”; the sense
of “buying and selling” is from the
1550s.
TYPICAL ASSOCIATIONS World Trade
Organization, World Trade Center
SYNONYMS International trade,
global trade
ANTONYM Domestic trade
USAGE
GENERAL: Trade between countries

all over the world
ECONOMICS: In terms of statistics,
all import and export goods, as well
as the exchange of services
and capital, are part of global trade
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Facts + Figures
3 questions for

Gisela Burckhardt
“Many companies still
have a long way to go with
regard to sustainability”

1

Studying
World Trade

International University in Geneva
Master of International Trade
Decision-makers are trained here. This
one-year program provides people with a
basis for a successful career in business,
the diplomatic service, trade organizations or chambers of commerce. Course
subjects include international trade law
and corporate social responsibility. The
participants also visit international trade
organizations in Geneva in order to learn
about their work. Prospective participants
require a bachelor’s degree and a certificate
in English.
University of Haifa, International School
Global Green MBA
This university advertises its Global Green
MBA program by highlighting Israel’s
innovative strength in water treatment and
renewable sources of energy. Participants

1,252

cups of coffee are consumed by
each Finn per year, according to
Statista. It’s a world record. The
figure for Germany is 1,040 cups.
Coffee is the most traded raw
material in the world after crude
oil. Around one third of all coffee
beans are grown in Brazil. Brazilians drink comparatively little
coffee, which is not even offered
in many restaurants.

study international business and how to
combine business strategies with environmental and climate-protection goals.
Students for this one-year course of study
must already have a bachelor’s degree and
should preferably also have job experience.
Insead, London Business School, Harvard
Business School
MBA or Executive MBA
People who lack a degree in business but
already have several years of professional
experience and would like to have a management career can earn an MBA from a
renowned business school—studying either
full-time or part-time as they continue
to work in their professions (Executive
MBA). The participants’ age is generally
irrelevant. A full-time program normally
takes one year. Graduates often get jobs at
finance or consulting companies.

A shirt can go
through as many
as 140 hands and
several countries
before it reaches
a retailer. What
are you doing to
improve working
conditions and environmental effects?
At the Partnership for
Sustainable Textiles,
we are, among other
things, working together with over 160
companies. Our aim
is to achieve social,
environmental, and
economic improvements.

2

That sounds
straightforward.
It is, unfortunately, a
very tedious process. The companies
are progressing at
different rates. While
some are making a
serious effort, others
tend to greenwash
their activities and
many haven’t even
seriously considered
the matter.

3

What steps need
to be taken first?
All of the members
created a roadmap for
themselves. Examples
included increasing
the share of organic
cotton, using fewer
chemicals, and only
giving contracts to
factories that allow
works councils. In
addition, they engage
in joint initiatives such
as the one that aims
to abolish the slavery
of girls aged 14 to 18
in the spinning mills
of southern India. The
companies Tchibo,
Otto, and KiK have
participated in these
initiatives.
Gisela Burckhardt is a
member of the steering
committee of the Partnership for Sustainable
Textiles. Her organization
Femnet fights for women’s rights in the textile
industry worldwide.

Should We Have More or Less World Trade?

Angela Titzrath,
Chairwoman of the
Executive Board of
Hamburger Hafen und
Logistik AG
“Interfering in free trade
not only prevents goods
from crossing borders,
but ideas as well. People
who shut themselves
off from our networked
world become isolated.”

Utz Tillmann, Director
General of the German
Chemical Industry
Association (VCI)
“The chemical industry
needs global trade,
which accounts for 60
percent of its sales. Six
million jobs depend on
our foreign trade with
high-quality goods.”
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Véronique RichesFlores, Economist
“More world trade
would be needed
to ensure short-term
economic growth.
But this is unlikely to
happen, which is why
we have to rethink our
growth model.”

Yash Tandon,
author of Trade Is War
“Unrestricted trade
polarizes the world into
rich and poor nations.
Ironically,
rich countries demand
free markets in poor
ones, whereas they
defend their own
markets by means of
protectionism.”
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Fair trade coffee
in Vietnam: The
members of a
farming family
show off the year’s
first harvest

figures
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The percentage of the
global export trade by
region in 2014
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FAIR TRADE
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Bananas, coffee:
Many products
come from developing countries. However,
the producers
are often unable
to earn a livelihood from their
work

Fair-trade organizations want to pay
people an appropriate price, which
is why they buy
products directly
from small farmers
or cooperatives. In
2015 fair-traded
goods generated
record sales of
€1.139 billion from
end consumers in
Germany. Such sales
have increased nearly
threefold since 2010.
Fair-traded goods
now account for 10
percent of banana
sales. However, there
is still no clear definition of “fairness” and
there is also a lack
of transparency and
uniform standards.
Consumers should
therefore know
exactly what the various labels stand for.
Fairtrade
The green and blue
Fairtrade logo is
the symbol of the

5

reasons
for
fair trade

1

Slavery and child labor
are prohibited.

2

Producers are paid
good, stable prices.

3

Long-term relations
create security.

4

Ensures environmental
standards are met.

5

The prohibition of toxic substances ensures
occupational safety.

certification organization TransFair,
which concludes
licensing agreements
with traders who
meet the standards
of the NGO Fairtrade International.
These standards
include regulated
working conditions,
the payment of
fair-trade prices, a
ban on the use of
genetic engineering,
and environmental
protection. Monoculture products such as
bananas and flowers
have to be traded
100 percent fairly,
while mixed products
such as chocolate can
bear the Fairtrade label even if this share
is only 20 percent.
Gepa Owned by
Bread for the World,
Misereor, and church
youth organizations.
Gepa pays above
the world-market
price for goods
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it buys from 170
cooperatives of
small farmers in 40
countries worldwide.
Its “fair plus” label
isn’t a sustainability
label—its purpose
is to emphasize that
Gepa also sets other
standards beside the
minimum international standards for
fair trade. Stiftung
Warentest, a German
consumer organizuation, considers Gepa
to be “credible.” In
2014 Gepa won the
German Sustainability Award in the most
sustainable brand
category.
Naturland Fair
The organic farming
association Naturland
encompasses 38,000
producers and 6,000
processing firms
worldwide. The organization has strict
standards which must
be met by all parts of
a farm.

16
7

3 4
China

USA

India

Japan

Germany

Other

Deviations are caused by rounding

Growth of global GDP
compared to the prior year,
2007–2017, in percent
5
3
1
2007

2012

2017

Development of the
export of goods in billions
of US dollars
1990
3,495.7

2010
15,302.1

2013
18,939.4

2015
16,551.6
Source: Statista
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“Finished is
better than
perfect”

9
people and values
portraits

THE NEW
FUGGERS

The Fuggers were a Swabian family of international mercantile bankers who dominated the European economy for several centuries. Today’s cosmopolitan capitalists are wealthier than the Fuggers, but their
careers are shorter. And the “new Fuggers” rarely come from Europe

The IT CEO
Few managers have
been as blessed by
success as Sheryl Sandberg. This 47-year-old
American grew the
search engine Google
into a gigantic technology group.

She created a business
model for Facebook
that enabled the social
network to start turning a profit. Ever since
Sandberg took over
the helm, Facebook’s
earnings have grown
hundredfold. Forbes
has named Sandberg,
whose personal fortune

is estimated to be $1.3
billion, the world’s
seventh-most powerful woman. However,
her success has come
at a price. “A career is
like a jungle gym, not
a ladder,” she says in
retrospect.
She’s known for her
proactive style, tackling

problems head-on and
taking mistakes in her
stride. Her motto is
“Finished is better than
perfect.” She wants her
colleagues to always
be ready to learn and
to face new challenges. Three years ago
she wrote a book in
which she encourages
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women to reach out for
leadership positions.
After the sudden death
of her husband in 2015
she became the single
mother of two children.
Now she’s working on a
sequel to her first book.
Sandberg is very
annoyed by critics who
accuse Facebook of

contributing to Donald
Trump’s election as
president by spreading
“fake news.” She would
much rather have seen
Hillary Clinton in the
White House.
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The Gentleman
For Anand Mahindra, an Indian gentleman of the old school,
modesty is a duty.
“There are some
automakers who are
better than us,” says
Mahindra, the CEO of
the Mahindra Group.
“However, we’re
always trying to adopt
the best ideas from
all over the world and
develop them further.” This approach
seems to be working.
Cars and trucks with
the Mahindra logo are
now seen all over the
world. The group’s
automotive division is
part of a holding that
has sales of $18 billion
in 100 countries and
200,000 employees.
Mahindra, 61, has
been the Group’s
third-generation CEO
since 2012. This family-owned company,
which was founded in
1945, assembled the
legendary Willys US
Jeep under license.
Mahindra, a Harvard
graduate, has turned
the company into a
global player that also
produces tractors,
agricultural machinery, airplanes, and
boats. The holding
owns banks, insurance
companies, IT centers,
property developers,
holiday resorts, and
retail chains. “In a
constantly changing
world, a broadly
diversified industrial group has better
growth opportunities,” says Mahindra.
He believes that globalization is not a oneway street in which
wealthy countries
invest in emerging
economies. He has
acquired the iconic
Italian car design
company Pininfarina
and commissioned the
development of a new
electric scooter in
Silicon Valley.
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“Adopting the
best ideas from
all over the
world”
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“I always
immediately
raised the bar
as soon as I
had achieved a
target”

The Bold One
Japanese and
Chinese people have a
long tradition of mutual
distrust. But Masahiro
Okafuji has ignored it.

On the contrary, he
wants to capitalize on
a connection between
the old regional power
and the new one.
Okafuji, the CEO of
the Japanese trading
company Itochu, is investing record amounts
in its up-and-coming
neighbor country China. To this end, he has
changed the orientation

of his company. Instead
of investing in oil and
uranium, Itochu is now
spending its money
on clinics, consumer
goods, and new sources
of energy.
It’s typical of Okafuji,
67, that he has been
in conflict with his
own top management
whenever he felt it was
necessary. “When I

was still a low-ranking
sales manager, I always
immediately raised the
bar as soon as I had
achieved a target,”
he says. This is how
Okafuji, who started
working at Itochu in
1974, worked his way
up from newcomer to
CEO. By contrast to
many other Japanese
managers, he’s not a
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colorless “company
man.”
Okafuji is bold. Under
his leadership, Itochu
is running significantly higher risks. It has
invested a quarter of
its disposable capital—€5 billion—in the
Chinese conglomerate
CITIC. Okafuji is now
having his employees
learn Mandarin.

His strategy is bearing
fruit. Ever since he became the CEO in 2010,
Itochu has been highly
profitable. Recently
Japan’s Prime Minister
Shinzo Abe invited him
to dinner—in hopes
of benefiting from the
business magnate’s
China expertise.
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As an engineer, Sun
Yafang is familiar with
the technical aspects
of her business, but
her real talent lies in
marketing.

Sun Yafang, who is now
61, has been the CEO of
the Chinese telecoms
equipment company
Huawei for the past
18 years. When she
started working there,
the company was hardly

more than a shack
in a rear courtyard.
Today it’s a multinational group and one of
China’s most innovative
companies. In terms
of profits, growth,
and the number of its

patent filings, Huawei
has for years left its
competitors far behind.
All of that is also thanks
to Sun Yafang. She
has built up Huawei’s
strong presence in Asia,
Europe, and Africa, and

during the rapid growth
of the company’s structures she has continually adapted them to
new challenges. She
formulated the slogan
“At Huawei we should
be like wolves”—al-

ways hungry and
always operating in a
well-coordinated pack.
It’s obvious that she’s
the leader of the pack.
In fact, she’s regarded
as the most powerful
businesswoman in Asia.

“At Huawei we
should be like
wolves”
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Asia’s Power
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The Hanseatic
Businessman
He flies continually
all over the world—in
search of new business.

“I’ve made some
mistakes, but
I’ve learned from
them”
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People often ask
Klaus-Michael Kühne
how to become
rich and successful.
“Work hard and take
advantage of the
opportunities that
present themselves,”
he answers.
Kühne is the honorary president and
majority owner of the
internationally operating logistics group
Kühne + Nagel, and
his personal fortune
is estimated to be
$10 billion.
Shortly after graduating from high school,
he started working in
the family company,
which his grandfather
founded in 1890. He
internationalized the
company, which now
operates in more than
100 countries. “I’ve
made some mistakes,
but I’ve learned from
them,” says Kühne,
a tall white-haired
80-year-old. In 1981
he had to sell half of
his shares to an investor in order to save
the company from
bankruptcy—but ten
years later he bought
back the shares.
Although he no longer
lives in the Hanseatic
city of Hamburg, he
has remained faithful
to his home town.
He supports its HSV
sports club, which
is having difficulties
in both sporting and
financial terms, and
he has invested more
than €1 billion in the
shipping company Hapag-Lloyd in order to
save it from a selloff.
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How to work successfully
with the Chinese

Shaking Hands
with the Dragon

Few companies can resist the lure of the gigantic Chinese market, which comprises almost 1.4 billion
people. However, many Western businesspeople complain that it’s difficult to work with Chinese
partners. Intercultural differences, unfamiliar attitudes and behavior, and misunderstandings in
communication often cause problems. But people who keep a few elementary rules in mind when
doing business in China have an easier time of it

Of course there is no generally valid master
plan for successfully working together with
every member of China’s population of 1.4 billion. Nonetheless, there are some tried and tested approaches that increase the likelihood of a harmonious
and successful joint project. The key basic principle is
to study the main characteristics of Chinese culture
even before beginning a cooperative undertaking. That
makes it possible to avoid missteps from the very start.
All of us have thought patterns that we have acquired
in the course of our individual socialization processes.
These lead to certain patterns of behavior that we call up
again and again and believe to be logical and correct. As
a result, we may—often subconsciously—judge patterns
of thought and behavior that are different from our own
as being odd or wrong. And the more foreign the other
culture is to us, the more often this happens. This leads
not only to misunderstandings during cooperation but
also to mistrust. People who want to do business in China should keep in mind a few key elements of Chinese
culture.

Confucian values

“Cultures
should stand
next to each
other on an
equal footing”

The value orientation of Confucianism is still widespread
in China, and it is reflected in Chinese people’s behavior. In the Confucian tradition, Chinese children are
raised to respect hierarchies and older individuals and
to subordinate themselves accordingly. Instructions
“from above” are seldom questioned at all, and never
openly. Deviation from this pattern—even by a Western colleague—is regarded by the Chinese as impolite or
disrespectful. In this regard it’s necessary to develop a
sense of tact and take Chinese colleagues’ feelings into
account.

Relationships count

Furthermore, Chinese culture is strongly oriented toward relationships. Guanxi (which literally means “network”) plays an essential role in cooperation. The better
the personal relationship is between two business part-

ners, the more harmonious, open, and trusting is the
cooperation between them. In a business partnership,
the level of personal connection is often valued even
more highly than the level of rational argument. In order to have a successful long-term business relationship,
both of these levels must converge.

Saving face

In Chinese culture, it’s extremely important to save face.
In cooperative endeavors, Western business partners
should consciously try to help their Chinese partners
save face and strictly avoid making them lose face. The
process of saving another’s face includes measures that
effectively emphasize the Chinese partner’s status. For
example, if a high-ranking Chinese manager comes to
Germany for negotiations, he or she should be picked up
at the airport. In addition, German managers of a comparable rank should take the time to participate in the
negotiations and invite the Chinese partner to shared
meals. By contrast, the Chinese partner would lose face if
he or she had to negotiate with Western managers whose
rank was lower than theirs and the Western higher-ups
simply excused themselves from the process.
If mistakes are made at the beginning of a cooperation because of ignorance or insensitivity, this can pose
serious obstacles to the development of trust and a viable
business relationship. By contrast, if everyone involved
behaves in accordance with local cultural norms and
shows appreciation for the cultural characteristics of the
other side, the foundation can be laid for effective cooperation based on trust. Here are a few rules concerning
what to do when you are working together with Chinese
and what you would do well to avoid.

What to do

Practice openness and appreciation: The different cultures should stand next to each other on an equal footing and be able to learn and profit from one another. In
spite of all the differences, try to communicate a “You’re
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Relationships
in China are primarily developed and cultivated through
shared meals. Switching between chopsticks and forks
symbolizes the interaction
of the two cultures. Noodles
originally came from China

Illustrations: Henrik Abrahams, C3 Visual Lab

okay, I’m okay” attitude. Here it’s important for the
Western business partners to show that they are open
to, and appreciative of, the customs of Chinese culture.
It’s helpful to master a few key Chinese expressions such
as the phrases for “hello” and “thank you” and to learn
how to eat with chopsticks. The results don’t have to be
perfect. Simply trying will be regarded as a positive step
and a sign of your interest in Chinese culture.
Develop personal relationships: There’s a saying that
in China almost everything is possible with guanxi,
but without it almost nothing can succeed. To build up
guanxi successfully, you have to spend time with your
Chinese business partners and have positive experiences with them, and you also have to show your interest in
their personal backgrounds. Asking about the well-being of their families and finding out their personal hobbies and interests are good starting points for intensifying guanxi. This can be done while having dinner
together, for example. In any case, the culture of eating
together plays a central role in Chinese culture.

What to avoid

Arrogant behavior and a sense of superiority: Being
different and behaving differently does not necessarily
mean that Chinese business partners are less productive
or capable. It’s simply that they take a different path toward their goal. It would be wrong to believe that Western ways of working and behaving are the only right
ones and to expect your Chinese partners to unilaterally
adapt themselves to it. Disparaging comments, stressed
facial expressions, or even explosions of rage mean a loss

Yasmin Mei-Yee Weiß
has German-Chinese
roots. After receiving
her Ph.D. in economics,
she occupied international positions at
Accenture and E.ON
and worked in the area
of human resources
strategy and management at BMW China.
She is a Professor of
Human Resources and
Organization at the
Technische Hochschule
Nürnberg. In 2014 she
was appointed to the
Foreign Trade Council
by the Federal Minister
for Economic Affairs.
Contact:
yasminmei-yee.weiss@
th-nuernberg.de

of face for your Chinese business partner and will put a
strain on further cooperation.
Not taking the time to cultivate the relationship: If a
Western business partner arrives only in order to talk
about substantive points or to get a contract signed as
soon as possible and then departs again immediately,
he remains an interchangeable business partner for the
Chinese. Moreover, such behavior indirectly says that
the Western partner does not want to take the time to
get to know his or her Chinese business partner. It is interpreted as a sign of low esteem. This kind of behavior
rarely leads to cooperation that is based on trust and is
successful in the long run. It means that you cannot expect strong loyalty from your Chinese partner.
Complying with rules like these helps Western businesspeople to adapt their behavior more effectively to
the Chinese work culture. However, taking this attitude
doesn’t have to lead to a clash with the traditional and
authentic work style of one’s own culture. Sensitivity to
Chinese culture simply means expanding one’s personal repertoire of behavior and deliberately doing so when
working together with Chinese in order to jointly reach
better results that are satisfactory for both sides. For
their part, Chinese companies have also begun to sensitize their employees to intercultural cooperation with
Western business partners. Especially in view of the
ever increasing significance of China as a trade partner
of the West, fostering greater cultural understanding on
both sides is in the interest of everyone involved. That’s
how we can shake hands with the Chinese dragon.
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Maritime trade routes
Air trade channels

3.

Duisburg,
Germany

Bucking the crisis
“The challenges are huge,” says Erich Staake, the
CEO of Duisburger Hafen AG. “There’s little significant economic growth to be seen anywhere in
the world.” That’s why Duisburg is setting its sights
not only on the container traffic that used to be its
growth driver, but also on multimodal logistics—and
on its ideal location in the heart of Europe.

Duisburg

2.

Macaé,
Brazil
In a domino effect,
the collapse of oil prices has pulled
the entire economy of Macaé down
with it. And even if the price of oil
rises again, the stagnation of global
trade means the town can’t expect
an improvement anytime soon.
“There’s not much that the local
people can do now,” says the economics professor Marcelo Colomer.
“In the short term, nothing can be
changed here.”
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Macaé
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“This Is Our
Chance”

For the first time since World War II, global trade is decreasing during a period
of economic growth. What effects is this development having?
And what can be done about it? We sent five reporters to take a look at four
crisis areas on three continents

Datang

Singapore

1.

Singapore

Illustration: C3 Visual Lab

A perfect geographic location:
Singapore lies not only in the center of the
ASEAN federation, which comprises about
640 million consumers, but also between the
two growth blocs of India and China, which
together have more than 2.6 billion inhabitants. Nonetheless, this city-state is struggling.
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Datang,
China
Until recently, this city
still produced a third
of all the socks worn
throughout the world.
But now it’s suffering
from the fluctuations of
global trade. For China
as a whole, however,
business is growing
once again. In January
2017, exports were up
by 7.9 percent year-onyear; imports increased
even more, by 16.7
percent.
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“Global trade has
slowed down”
Lee Hsien Loong Singapore’s Prime Minister
believes that the global economy and his citystate are facing a structural problem.

1.

Singapore:
Antibiotics won’t help
any more
Something’s not right here. Long-time residents of Singapore have already made this tour many times. PR
people from the parastatal Port of Singapore Authority
Corporation Ltd. (PSA) chauffeur visitors in an air-conditioned minibus through the gigantic complex of the
Pasir Panjang container port in the southwest part of
the city. Behind the tinted windows of the minibus, the
guests are handed mineral water and a frozen towelette
so they can cool off from the tropical temperatures outside. But today something is different at the port.
Freight containers used to be stacked to a height of
nine floors along this road, but now they’ve been replaced by wide-open gaping aisles through which the
guests can watch the sun set over the Indonesian islands
on the horizon. And what has happened to the gigantic cranes? Instead of busily emptying the holds of huge
cargo ships docked along the piers, the cranes’ loading
arms loom up motionless against the sky. Have things
reached a standstill? Has the crisis in global trade now

reached the “smart city,” as Singapore likes to call itself
in its self-marketing campaigns? “We are not authorized
to provide information about current business figures,”
says the PR staffer who is accompanying the guests, in
the polite but opaque policy-speak that has characterized this city for decades. However, it has long been an
open secret that in 2016 Singapore’s economic engine
stuttered in a way it hadn’t done for a long time.
Last fall Prime Minister Lee Hsien summed up the
situation as follows: “Our economy is not suffering from
an infection that can quickly be cured by a dose of antibiotics.” Instead, he said, it’s experiencing a structural
problem that “we will be dealing with for a long time.”
Lee said the problem was caused by “a slowdown of
global trade.” Last fall the number of persons employed
in Singapore decreased for the first time since the financial crisis of 2008. Economic growth was negative in the
first three quarters of 2016, and there are indications that
this trend will continue in 2017.
Nonetheless, the German logistics entrepreneur
Christian Bischoff remains optimistic. “Yes, it’s true
that last year Singapore’s ports shipped over three million containers fewer than in the previous year,” he says.
But he explains that this is good news, because most of
those containers were empty. That’s a common phenomenon in the worldwide maritime trade. Thanks to cutting-edge technology and sophisticated logistics, the
Port of Singapore Authority (PSA) has now practically
eliminated the empty containers that used to fill up the
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The hub:
Singapore
The city-state made
the leap from a developing nation to one
of the wealthiest and
advanced places on
earth—thanks to smart
policies and a good
location.

30.6

million ISO containers
were transshipped in
Singapore’s nine ports
in 2016. That’s why
it’s called the “world’s
busiest harbor.”
“Feeder business”—
reloading containers
from Jakarta or Saigon
from smaller ships onto
giant container ships—
accounts for 85 percent
of the total.
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harbor area. Bischoff points out that the decrease in the
number of containers reflects an increase in productivity. He feels more threatened by another phenomenon
that has plagued his sector since the financial crisis of
2008: “All over the world, there are far more cargo ships
than goods to be shipped.” The bankruptcy of the Korean shipping company Hanjin last year was a warning
of what could happen to freight operators in the future
before global trade consolidates again.
Bischoff, 58, should know. When he came to Singapore in 1986 to work for the Schenker logistics company,
he intended to stay for only three years. The three years
have become 30. In 2003 he founded the Pan Asia Logistics company. Since then, he and his company have
twice been named Singapore’s top company and top entrepreneur. In 2016 he had 1,000 employees in 50 offices
all over the world generating total sales of S$200 million
(about €130 million). The aspects of his adopted home
that especially fascinate him are its ability to constantly
reinvent itself, its orientation toward the future, and its
ability to adapt and change quickly.
Singapore’s “feedback units”—the local term for direct democracy and economic foresight—play a significant role here. In the past two years, Bischoff participated
in the “Logistics and Transport” feedback unit, where he
was able to see how intensely the city-state is shaping its
own future. Here, more than 1,000 participants in various forums and committees debated the issue of what
Singapore has to do in order to remain competitive in
spite of the crises in global trade. It’s obvious that people

If global trade catches
a cold, Singapore, as
a major trade hub,
can end up in the
intensive care unit

Jürgen Kremb
A former correspondent for Der Spiegel, he
moved to Singapore in
1998, where he advises
companies on their Asia
strategy

assume that global trade will grow once again over the
long term. That can already be seen along Tuas Boulevard
in the southwestern part of Singapore. Every few minutes, another cement mixer thunders along a peninsula
that extends far into the ocean. Plans call for the world’s
biggest container port to be built here on reclaimed land
starting in 2020. Here it will be possible to load as many
as 20,000 ISO containers onto gigantic container ships at
the 66 berths of the port simultaneously.
But why is it being built now? After long discussions
in the feedback units, the Singapore government has
come to believe that the future will see an unprecedented degree of consolidation among shipping companies,
port operators, and the global freight business. On account of its geographic location alone, Singapore is likely
to be one of the winners in this development. Besides,
the company is experimenting with ways to operate its
ports with ever fewer employees. In the container sites of
Pasir Panjang, six gigantic driverless trucks are already
transporting their freight to huge cargo ships. Plans call
for them to be joined by 30 more remotely controlled
monster trucks in the near future. At the port facilities,
drivers are practically a thing of the past. “Little is left
to chance in matters related to the country’s industrial
future,” says Bischoff. He believes in Singapore. Accordingly, he has raised the sales expectations of his company, Pan Asia Logistics, for 2022 to S$1 billion (approximately €660 million). That’s five times more than the
company made last year.
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Macaé:
The rise and fall of
El Dorado
Wherever you go, you see “For Sale” and “For Rent”
signs. The whole city seems to be up for sale at a discount, including apartments, hotels, and entire office
buildings. “Apartments that used to cost the equivalent
of US$300,000 are now worth only half as much,” says
Amarildo, 47, who has worked here as a real estate agent
for the past ten years. “When I started out, it was hard
to find anything at all here, because the demand was so
high,” he recalls.
Times have changed in Macaé, a city on the Atlantic
coast 200 kilometers northeast of Rio de Janeiro. And it’s
not the first change either. Until a few decades ago, this
was a sleepy little town whose 30,000 inhabitants raised
cattle and caught fish. But in 1974 oil was discovered
in the Campos basin in the ocean off Macaé. This soon
turned out to be the biggest oilfield in the country. In
fact, 80 percent of Brazilian oil gushes from this location.
“When I first came here, everything was green
and we hunted armadillos,” recalls Alípia Seabra, who
moved from Rio to Macaé 32 years ago to seek a better
future. She was hired as a nurse in a company clinic of
the parastatal oil company Petrobras. This was the period during which Macaé was transformed. It was now
known as the “capital of oil.” People moved here from
every part of Brazil, and the city’s population rose to
240,000. More helicopters landed in the airport of Macaé than anywhere else in Latin America. In the places
where Alípia Seabra had hunted armadillos, business
centers and hotels seemed to spring up overnight. These

The vultures on
the beaches of
Macaé seem to
symbolize the
city’s decline

Oil
country:
Brazil

Until recently, Latin
America’s biggest
country was considered a future world
power, together with
Russia, India, and China
(BRIC).

3.27

percent was the
decline in its GDP in
2016. Only six years
before, it had increased
by 7.53 percent.
This is the result of
extensive corruption
and embezzlement as
well as the country’s
dependence on its sales
of raw materials.

Beatriz Miranda
works as a journalist in
Rio. Many of her relatives work at Petrobras

buildings still stand today, but now they’re empty. For
a number of reasons, Macaé is in the grip of a crisis. According to Marcelo Colomer, a professor at the Institute
of Economics at the Federal University of Rio de Janeiro,
an initial key factor was the drastic drop in oil prices in
2015, from US$100 per barrel to US$30. “This drop in the
price was a heavy blow for every economy that crucially
depends on oil revenues,” he says.
It’s especially harsh if the country in question has not
invested in developing other economic sectors, according to Colomer’s critical evaluation. On a Friday, only
about 30 people are standing in line to buy tickets at a bus
station in Macaé. “Just a few years ago, you had to buy a
bus ticket at least three days in advance if you wanted to
spend a weekend in Rio,” says Alípia, the former nurse,
who is now 57. Last September she took early retirement
and accepted the severance pay offered by the “voluntary termination program” at Petrobras—“because of
the company’s uncertain future,” she says.
This uncertainty is due not only to the drop in the oil
price and the current downswing of global trade. Nowadays, when Brazilians talk about Petrobras, the country’s biggest company, it’s usually in connection with the
“Lava Jato” (literally “carwash”) operation of the public
prosecutor’s office. This is an investigation of the embezzlement of no less than US$3 billion, in which many
well-known politicians and prominent businessmen are
involved. The investigation started with a mega-scandal
at Petrobras. Today many of its leading managers are in
jail, members of the company’s Supervisory Board are
being investigated, the company’s reputation is ruined,
and employees have been laid off.
And all of Brazil went downhill when Petrobras collapsed. Macaé is just one example. In many shops in the
city center, there are no customers. Vilma Dias is standing behind the counter of her shop for ladies’ lingerie.
Her husband used to work for Petrobras. Like the nurse
Alípia Seabra, he too left the company through the “voluntary termination program.” Vilma used to employ
eight salesladies, but “now I can barely pay the salaries
for two,” she says.
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Duisburg:
The new terminus of the
Silk Road
A 750-meter-long train with 40 railcars rolls slowly,
almost majestically, into the Duisburg Intermodal Terminal, which is part of the Logport I logistics center. The
train, called Yuxinou, has just completed a journey of
almost 11,000 kilometers. That’s the Chinese name of
this freight train, which connects the Chinese metropolis of Chongqing with Duisburg. The journey via Russia
and Poland takes almost two weeks. This train connection is part of the New Silk Road, a mammoth project
through which China aims to become the world’s big-

gest economic power. The fact that Duisburg has joined
Hamburg as an important station on this route is largely
due to the fact that Duisburg reinvented its harbor 19
years ago. This enabled it to defy the financial crisis as
well as the current stagnation of global trade.
Journalists like to use the phrase “the miracle of
Duisburg” when they write about Europe’s biggest inland port, which used to be a transshipment center for
steel, coal, and ore but has developed into a global trade
hub. When Erich Staake became the President and CEO
of Duisburger Hafen AG 19 years ago, he developed the
brand name “duisport” for the city’s harbor. The brand
has been extremely successful in both national and international markets. Staake travels all over the world to
acquire customers and partners and explain his concept.
At home in Duisburg, he sits in his penthouse office
in the harbor district called Ruhrort. From the duisport
headquarters he has a view of the river and lots of containers. “We’ve become the central logistics hub in the
middle of Europe—and that also makes us the region’s
job machine, generating almost 50,000 jobs con-
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A record year for the
Duisburg container
terminal: 3.7 million
ISO containers were
transshipped here in
2016
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nected with harbor logistics,” he says. In
2015 approximately 129 million tons of goods
were transshipped in Duisburg harbor, just
over half of it by the duisport Group. Today the
company occupies 40th place in the ranking of
international harbors.
Nowadays the term “harbor” refers to a lot
more than heaving containers from cargo ships
onto the land. This is where waterways, railroad lines, roads, and pipelines meet. Proximity to airports is also a key factor. The specialist
term for this is “multimodality.” Companies
that are multimodal and efficient are the winners in global competition. “By internationalizing, we’ve succeeded in turning a traditional
harbor into a world-renowned facility,” says
the ship supplier Frank Wittig, whose family-owned company has existed near the inner harbor for 118 years. “What this means for
the city of Duisburg and the whole region can
hardly be overestimated,” he says. Wittig is
certain that Duisburg is better known in China than many other major German cities. It’s
clear that a quite a few more Chinese have been
aware of Duisburg ever since China’s President
Xi Jinping visited Logport I, the power center of
the city’s harbor, in March 2014.
The trimodal logistics center Logport I was
built on a 265-hectare plot of land. This used
to be the site of the Krupp smelting works, a
symbol of the decline of Germany’s heavy industry. Logport I is seen as a prime example of
successful structural transformation in North
Rhine-Westphalia. “Many people believe this
was a dream that could never be fulfilled,”
says Staake, “but today it’s vibrant commercial
area.” Internationally leading logistics companies have settled here. If you drive through
Logport I, you can see huge halls bearing signs
such as DHL, Kühne & Nagel, and DB Schenker.
The Logport family now has six members,
and the logistics centers are being marketed
at a rapid pace. “In 2016 we provided our customers with 365,000 square meters of space,”
Staake says. That’s an important growth driver,
especially during a global economic slowdown.
“New companies create new jobs, and they always bring additional freight handling with
them,” he adds. Staake describes his strategy for
combating the slowdown in global trade as follows: “We’re not managing the harbor—we’re
steadily trying to shape regional and international business.” This effort includes cooperation with large companies such as Evonik. In
2014 the two firms formed a strategic partnership for the implementation of cutting-edge logistics concepts. One year later, they founded a
joint venture for the shared development of sites
in the Lülsdorf chemical park, which is located
south of Cologne.
In 2016 Duisburg harbor celebrated its 300th
anniversary. Since then, an impressive sculpture, the Echo of Poseidon by Markus Lüpertz, has
greeted the ships sailing in and out of the confluence of the Ruhr into the Rhine. It’s watching
over the present and the future of Europe’s largest inland port.

The
exporter:
Germany

Germany, a producer
of machines, automobiles, and other products for which there is a
global demand, exports
more goods than it
imports.

253

billion euros was its
export surplus in 2016.
Consequently protectionism, a decline in
global trade, and punitive tariffs would affect
Germany especially
harshly.

Factory workers
in Datang produce socks for
the whole world

4.

Andreas Fröning,
who grew up along
the mouth of the
Ruhr River, loves
waterway systems

Marcus Müntefering’s
apartment overlooks
the Port of Hamburg.
It was high time he got
to know the Port of
Duisburg as well

Datang:
Where socks
come from
The great wide world and the end of the world are close
together in Datang, a village in the province of Zhejiang
on China’s eastern coast. In just a few decades, Datang’s
population has grown from 1,000 to 60,000. Qi Yaping,
an energetic 45-year-old woman who lives in Datang,
leans against a green container marked “China Shipping.” She’s wearing a gray wool jacket and has tied up
her hair in a bun. At the foot of a hill 30 meters away
stands her three-story house, which is also her factory.
In a 50-square-meter room, three workers walk back
and forth between 20 rumbling homemade machines,
replacing empty spools of yarn and using their hands
and eyes to inspect the children’s socks that are being
spit out from a large tubes. The women are wearing thick
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down jackets, because the houses in the southern half of
China have no heating.
In 2012 this village produced eight billion socks—one
third of all the socks worn by the world’s inhabitants.
But today all that is over. “We are one of the last family-owned companies that have survived here,” says the
owner. In 2014 the government ordered 12,000 small
sock factories in Datang to close down. The larger ones
were moved to a special economic zone that was created
a few kilometers away. This consolidation was ordered
from the top down because of the slowdown in global
trade. However, Qi Yaping is still producing socks in her
home. Because her storage space is no longer sufficient,
she has bought a container from a customer. The secret
recipe that has ensured her survival is specialization.
She has bought a special machine for producing terrycloth socks. Only a few companies can produce such
socks here. She has just sold a huge batch of them to Tajikistan in central Asia.
Just as everyone used to do here in Datang, she finds
customers for her socks at the Yiwu International Trade
Market, which is often called a “supermarket for supermarkets.” It’s China’s biggest wholesale market for
traders from all over the world. “The price for a trade fair
stand has decreased from 320,000 yuan to 130,000 yuan.

Many people don’t come any more,” she says. “My business is still going quite well, and that’s why I rented two
stands this year instead of just one. But the number of
customers has decreased significantly. This year the customers from Mexico and Turkey no longer came. I don’t
know why. Maybe they buy their socks somewhere else
now.”
My former fellow student Hou, who lives in Datang,
introduced me to Ms. Qi. “To judge from what we’re experiencing here in the village, global trade seems to have
shrunk in the last four or five years,” Hou says. As we
walk toward his shop for electric bicycles, he complains,
“I’m a victim of the recession too.” That’s because his
customers used to be young migrant workers who toiled
in the sock factories. During Datang’s heyday, migrant
workers thronged the streets, and Hou sold electric bicycles every day. But now whole hours pass without a
customer coming into his shop. The big shopping malls
are deserted too.
In difficult times for global trade, the Chinese government sets its hopes on larger companies that operate more efficiently, such as the Danjiya Sock Group
of Datang. Its founder, Hong Dongying, greets me in a
steel-and-glass high-rise in the new special economic
zone. Her luxurious office is bigger than Qi Yaping’s entire factory. However, she too is feeling the effects of the
recession in global trade. “Today we’re producing more
for our domestic market than before,” she explains. “We
used to export 60 percent of our socks abroad, and 40
percent were for our own market. Now those proportions are exactly reversed.” Nonetheless, she remains
optimistic. “I used to be shocked by American women
who bought 30 to 40 pairs of socks a year,” she says. “But
now this habit has spread to China as well. Today Chinese women too want to be fashionable, right down to
their socks. That’s our big opportunity.”
Wages in China have increased greatly in recent
years. Some companies are now moving their factories
to other countries in order to save costs. But the Danjiya Sock Group would like to stay in Datang. “Here I’ve
got all the raw materials and machines I need for sock
production,” says Hong Dongying. “The wages in Vietnam may be only a third of what they are here, but one
shouldn’t forget that Chinese workers have more experience and are more productive than the workers in most
other Asian countries.”
Ren Yu, the Vice President of Danjiya, is a young man
wearing black-framed glasses. He takes me on a tour
of the company’s production facilities, through gigantic halls that sometimes seem endless. Danjiya employs
2,600 workers, each of whom specializes in a single
task. Some of the machines resemble the self-made ones
in the home factory for socks, but others are new modern imports from Italy. “They cost ten times as much as
self-made machines, but we bought them because our
international buyer companies demand that,” explains
Ren, who became famous after he posted an online photo of Donald Trump with his feet up on a table, wearing brownish-gray socks with shiny gold threads on
the toes. The socks were a product of Danjiya in Datang!
Ironically, they were being worn by Trump, who wants
to replace Chinese products with equivalents made in the
USA. On the other hand, the photo also showed a weak
point of China: The socks Trump was wearing are sold
under the name of Danjiya’s client, the US sock company
Gold Toe. They are produced in Datang, but an internationally known brand could not yet be created here.
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The
winner:
China

No other land has benefited as much as China
from globalization. Formerly an economically
and politically isolated
country, it has become
the world’s factory.

400

million people have
escaped from poverty
as a result—a unique
phenomenon in world
history.
China’s economic
growth has tapered
off, but at 6.59 percent
(2016) it’s still high.
Previously a mainly
exporting country,
China now is producing
more for its domestic
market.

Zhu Yinghao
usually travels all over
the world for magazines such as National
Geographic and GQ.
However, Datang is
only a 15-minute train
ride from his home
town
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Slowdown or
Permanent Crisis?

Global trade as a patient: Is there a way out of the crisis, or must we prepare for
a long phase of stagnation or even regression? Evonik brought together the global
trade experts Clara Brandi and Michael Hüther for a discussion

We regard growth as a key engine of prosperity and development—and the growth of
global trade as a sign of success. But global
trade is losing its momentum. Ms. Brandi and Mr.
Hüther, is this just another ordinary brief slowdown?
Or are we looking at a global problem that is eroding
the substance of the global economy?
Brandi: It’s certainly more than a short trend. It’s clear
that total global demand is lower today than
it was in the past. There are familiar cyclical factors that put the
brakes on global trade again
and again. But structural
factors also play a role.
They indicate that in
the long term as well,
global trade will no
longer grow as dynamically as before.
In the 1990s there
was a wave of liberalization in world
trade, resulting in
fewer trade barriers
and new opportunities. The structures
that developed were
more open. However, in recent years
this development
has not continued
with the same vigor.
There’s also a second very important
point: The trend toward
manufacturing a product
in intermediate steps

that are distributed all over the world has also slowed
down. Global added-value chains are no longer growing as fast as they did in the past. That naturally has an
impact on the transportation of intermediate products,
and thus also on global trade.
Hüther: I agree with this analysis so far, but I also
think another aspect is important. The development of
global production has been relatively flat since 1990.
Meanwhile, global trade is becoming more dynamic, and that applies even more to the global flows of
finance. This development reflects the division of labor,
knowledge, and risks throughout the world. By means
of the added-value chains you’ve described, we work
together across national borders, but we also need other safeguards. That’s why we have the strong dynamics of financial movements, and that’s very logical. If
the division of labor happens across national borders,
global trade expands faster than global production.
However, there is no guarantee that this development
will continue forever. In fact, it has already been slowing down since 2010/11.
That doesn’t sound good. To date, many captains of
industry have talked about globalization as though it
were a law of nature. But now both of you obviously
agree that we’re talking about more than just a cyclical
slump in global trade…
Hüther: A recurrent economic problem shouldn’t worry us too much in itself. But there’s a set of structural
arguments that we have to acknowledge. If people
want to internationalize added-value chains, they
must meet certain preconditions. Above all, they need
stable institutions and a reliable framework. The most
recent wave of globalization is ebbing slightly because the major drivers in China and East Asia are not
making progress in their institutional development.
Just ask yourselves how secure intellectual property
and private property is in various countries. Years ago,
this was offset by comparatively affordable location
costs. Today these are no longer as relevant as they
used to be. For example, digitalization and 3D printing are making it easier to operate globally and also to

“Of course trade politics
are also power politics”
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produce locally. As a result, it’s not the location costs
that are impacting the trade flows; today, it’s often the
transport costs as well. Besides, we shouldn’t forget
that trade within regions still carries more weight
than trade between various regions of the world. For
example, 50 percent of the EU members’ trade takes
place inside the EU. The relationships within the global
regions of North America, South America, and East
Asia look very similar.
Brandi: Meanwhile, interregional trade would offer
opportunities for a continent like Africa in particular.
But economic integration in Africa is proceeding slowly, and African countries have been left out of many
free trade agreements. There’s a lot of catching up to do.

Illustration: C3 Visual Lab

For a long time now, the standard globalization
narrative has gone as follows: The demand in major
economic nations generates prosperity in emerging
economies and spurs the growth of a middle class. As
a result, the caravan can move on and include more
countries, for example those in Africa.
Hüther: Occasionally people from the German economy point out that there are 1.1 billion Indians and
1.4 billion Chinese who could develop a need for our
products. My response to that is: In 1980 as well, there
were almost more than a billion Chinese—and no one
was really interested. To repeat, the crucial factor is
the institutions. What kind of framework must I work
in? Is there a reliable body of business law, efficient
administration, and real willingness to open up to the
structures of a market economy in order to participate
in fair exchange? Many people have initially set aside
the debate about institutions and prerequisites. That
was rather naive, because trade has prerequisites.
Brandi: But the caravan is in fact moving on, and this is
an interesting factor for the future global distribution
of labor. I believe that production patterns will continue to shift. The beneficiaries may be China’s neighboring countries, but they may also be countries in Africa.
That will depend on the respective national institutions
and also the structures of international cooperation.
Ms. Brandi, you believe that the major trade agreements are the worst possible scenario from the African
perspective.
Brandi: At the moment, the future of the major
mega-regional trade agreements is on thin ice. But
the problem of many countries that are not sitting at
the table between the major economies is really the
fact that the trade regulations of the future are being
written here, but these countries have no say in the
process. This must be judged critically, and it raises
important questions regarding fairness. We should
formulate the new trade regulations so that they also
benefit the countries that are not sitting at the table.
Hüther: In 1995 we saw the establishment of the WTO,
a plenary assembly that includes everyone. Just a short
time later, there arose a trend toward regionalism and
a dynamic movement toward regional trade agreements. Actually, such agreements should only be preliminary stages. They are easier to negotiate, but they
are inefficient if several trade regulations ultimately
overlap. It would be better to have a single comprehensive regulation in the WTO. Incidentally, it was
mostly the developing nations that torpedoed a further
development of the Doha Round at the WTO. They were

“The future of the mega-regional
trade agreements is on thin ice”
ill-advised to do that, because now it’s effectively no
longer possible to move in this direction with comprehensive multilateral structures. TTIP is, or was, an
attempt to at least get something moving.
Really? To get something moving? But critics are in
fact complaining that treaties such as TTIP present
many countries with accomplished facts.
Hüther: Trade politics are also power politics, there’s
no doubt about that. The aim is not only to make people
happier but also to promote specific interests. Europe
in particular has to consider how it can help to develop
standards and what role it wants to play in the world.
TTIP and CETA are important themes that have to be
fought for. A second issue is the fact that many of their
aspects are open to criticism. But today we’re dealing
with an intermediate phase. Now that we’re making no
progress with Doha and the WTO, we are continuing
to develop the regulations here, at least. If this works,
it may once again be worthwhile to negotiate global
structures together.
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Brandi: Especially now, the EU should continue to
strongly advocate multilateral forums. And it should
continue to stand up for the global sustainability
targets. These targets include structuring the global
economy more sustainably in social and environmental terms and strengthening an open and nondiscriminatory system of global trade.
Hüther: At the moment, I believe that free trade is generally at risk. For the developing countries in particular, this is the worst thing that could happen to them. If
they cannot offer their goods and services in the world
markets, the processes that lead to prosperity and offer
people ways to escape from poverty will not take place
in their countries. The advocates of free trade are currently surrounded by people who are placing their bets
on isolationism. That’s not a good message.

Michael Hüther,
Director of the
Cologne Institute for
Economic Research
(IW)
Hüther is an economist and a prominent
advocate of a social
market economy. The
IW, which was founded
in 1951, is financed by
companies and business
and employer associations.

Brandi: …and the question arises of how things will
continue in view of the nationalistic tendencies we’re
seeing. “America first”—the belief that one’s own
country is more important than every other interest—
can also be found in parts of Europe, even though in a
less emphatic form, for example in Hungary and in the
UK in the context of Brexit
Hüther: We’re surrounded by people who advocate
state intervention. It starts with Putin, with Erdogan,
and continues with Trump. However, trade is basically just a symbol for globalization—for the integration
of the world. We are talking about much more than
economics: travel, communication, migration, and the
sharing and dissemination of knowledge.
Brandi: Well, migration is of course a cause of the intensification of protectionism and nationalistic ideas.
The result is fear, a demand for isolation, and the desire
to build walls. Studies have shown that this has a lot to
do with trade. In addition, people are afraid of losing
their jobs and social status because of technological
change.
Today the opponents of TTIP also include many
well-situated people from the middle class. Are all of
them simply motivated by fear?
Brandi: Many critics of globalization don’t like the fact
that the negotiations are not transparent and people
don’t know what consequences transatlantic cooperation will actually have. Can we really assume that
the decisions about sensitive issues such as environmental and consumer protection are not moving
toward the lowest common denominator between
the USA and EU? Are diverging interests being
represented in a balanced way? So far, no one
has managed to address these very concrete
concerns of the citizens.
Hüther: But that’s only half of the truth!
We’ve also got a listening problem. People
simply aren’t listening to the information
that is being given to them.
Of course there have to be critical discussions of trade agreements. But the prerequisite is that I have to basically accept
the basis of free trade, an opening of the
markets, cooperation, and integration. What
I worry about is the fantasy that comes to light
when, for example, people stand up at meetings and
say, “We’ve built up so much, and now the Americans
want to take it all away.” What a kindergarten! Do we
really seriously believe that somebody’s one and only
goal is to hurt us? What kind of worldview is that?
It’s a matter of economic interests, for sure. We have
to talk about them and struggle to find a solution that
everyone can live with. It’s a constructive process, not
a destructive one. And then there are also discussions
in which the speaker’s advocacy of free global trade
ends at his own garden fence. This kind of debate is so
self-centered that you couldn’t even call it navel-gazing.
Brandi: But not all of the critics want to isolate themselves! And it must be possible to communicate with

“Europe has to consider what
role it wants to play in the world”
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these people more effectively. Above all, we shouldn’t
ignore the question of who will be the losers of globalization. After all, you can see that in the developments
in the USA. It’s naive to say that everyone will automatically benefit from globalization and free trade.
You have to honestly say that there will be winners
and losers. And we have to take care of the losers at the
policy level; if we don’t, our talk about the advantages
of free trade lacks credibility.
Hüther: Of course it would be naive to say that free
trade will automatically give everyone a better life. But
one thing is certain: If I insist on isolationism, everyone will have a worse life. Autarky is the opposite of
prosperity and peace. And of course globalization also
has to be shaped. But to take just one example, the demand that in the negotiation of free trade agreements
everything has to be transparent at all times is related
to an attitude that aims at a general blockade. In other
words, if I know ahead of time what’s coming, I can
reject it easily—even just on principle. The final version
is the crucial one, and the debate has to take that as the
basis.
Both of you ultimately sound very skeptical. How can
we get the push that will save us from the looming
relapse into protectionism?
Hüther: Maybe we first have to be shown a negative
example. The UK could be this example. It’s interesting to note that many Brexit advocates in the UK still
assume that they can get a good deal. They believe that
they can keep their free access to the internal market
and the financial market but stop taking in immigrants. Europe cannot permit that, and the British
government knows that too. The best policy for Europe
is to apply its exit procedures very strictly in this case.
Interestingly enough, the British certainly want access
to the internal market. In other words, it can’t be such
a bad idea. The same can be said of the money market
union.
Brandi: I think the biggest problem is the USA. If
Trump should put his ideas about trade policy into
action, we have to fear a worldwide spiral of isolationism. Drastic tariff increases with regard to Mexico and
China would ultimately be paid for by many Americans—among other things, because all of the exports
from these countries contain numerous fabricated
materials from the USA. Mexico and China could lodge
a complaint against Trump’s drastic tariff increases
at the WTO, but these dispute resolution procedures
take a long time. It wouldn’t be unlikely for Mexico and
China to strike back and actually trigger a trade war
that would make everyone suffer. Germany should use
its presidency of the G20 to enter into a dialogue about
trade policy with the US administration. A key question for global trade will therefore be: How much does
President Trump believe in isolationism? And how can
we, in spite of everything, strengthen international
cooperation, which is essential if we are to tackle the
global challenges of our interdependent world? The
more Europe speaks with one voice, the more it can
shape the future of the global economy.

Hüther: It will be interesting to see what other countries do then. Joining the call for isolationism wouldn’t
be a smart thing to do. Above and beyond the area of
economics, I’m very worried that societies such as the
UK and the USA are becoming xenophobic overnight.
You could measure the extent to which the social climate is being poisoned by elections and campaigning.
The real challenge of globalization is to maintain openness and the willingness to get involved with something that’s outside one’s own exclusive control.
Moderation: Jörg Wagner and
Marcus Müntefering

Clara Brandi is an
economist and a senior
researcher at the German
Development Institute
(DIE) in Bonn.
She is an expert in the
areas of international trade
agreements and global justice. The DIE was founded
in 1964. Its shareholders
are the Federal Republic of
Germany and the federal
state of North RhineWestphalia.

“The more Europe speaks with
one voice, the better”
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Who
Offers
More?
Companies that want to sell their products worldwide at the best
prices need to come up with good ideas. That’s demonstrated by
these four examples from very different sectors
1  ⁄ 2017 the magazine from evonik industries
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A cattle auction is always a huge spectacle. Whether it’s held in Texas, Argentina or, here, on the outskirts
of the SPACE Agricultural Salon trade fair in Rennes, France, it’s always quirky and entertaining. But
ultimately it’s all about business. Ordinary calves often cost only about €200, while good breeding bulls are
rare and therefore expensive. Top prices of €100,000 are not uncommon
1  ⁄ 2017 the magazine from evonik industries
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Safety first: At the International Motor Show in Frankfurt in 2015, Toyota presented a new safety system to
visitors as part of a simulated driving experience. Today many major automakers are using virtual reality
to demonstrate all the capabilities of their new models to potential customers. They’ll also be doing that at
the IAA 2017 in September, under the motto “Experience the future”
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Pure adrenaline: Trading at the London Metal Exchange (LME), one of the world’s most important metal
exchanges, can get as heated as fights in a boxing club. So it’s no coincidence that the circular red sofa is
called The Ring. However, even the best boxers can only dream of the amounts of money that are negotiated
here. In 2016, metals with a total value of US$10.3 trillion were traded at the LME
1  ⁄ 2017 the magazine from evonik industries
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When a Picasso or a Mondrian is being auctioned off at Sotheby’s in London, bidders fly in from all
over the world—or send their representatives. That’s because collectors who are ready to pay a fortune
for a painting like to remain anonymous. The person who paid the equivalent of about €3.6 million for
“Étreinte” (left) is just as unknown as the art lover who snapped up the Mondrian for €10.7 million
1  ⁄ 2017 the magazine from evonik industries
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Facts + Figures
From GATT
to TTIP:
Global
Trade
Revisited

3 questions for

Alexander Kempf
“Recognizing Your
Own Risks”

1

Globalization actually began on January 1,
1948, when 23 nations signed the first General Agreement on Tariffs and Trade (GATT)
in Geneva. After that, more and more
countries began to realize that trade brings
nations together and promotes prosperity
across national borders. The Federal Republic of Germany, for example, joined GATT
in 1951. Global trade volume increased one
hundredfold between 1948 and 1994—the
year that GATT was replaced by the World
Trade Organization (WTO), which now has
162 members.
The WTO conducted extensive negotiations
in order to establish a global free-trade
agreement. The attempt failed, however,
due to the conflicting interests of the industrialized nations, the emerging markets,

3.4

and the developing countries. Regional
trade blocks were then established—the
EU’s internal market (1993), MERCOSUR
in South America (1991) AFTA in Southeast
Asia (1993), and NAFTA in North America
(USA, Canada, and Mexico—1994).
US President Barack Obama took steps to
expand these trade agreements: In 2016,
the Trans-Pacific Partnership (TPP) was
signed, thereby incorporating 11 additional
Pacific nations, including New Zealand and
Chile. The USA and EU also began negotiating a Transatlantic Trade and Investment
Partnership (TTIP). President Trump has
put a stop to such efforts. Meanwhile, China
and India (and other countries) are seeking
to establish a Comprehensive Economic
Partnership (RCEP).

Source: Global Digital Report

2

How autonomous can
investors remain in
an era of high-frequency trading and
non-transparent
cash flows?
Investors remain
autonomous regardless of how the
market is organized.
Computer-based
trading strategies
aren’t necessarily a

bad thing, but they
are problematic for
private investors with
short-term strategies.
After all, how are
they supposed to get
the same information that institutional
investors receive
from their sources
and high-powered
computers?

3

Isn’t it the willingness to take
risks that drives
success?
It depends on the
dosage, so to speak,
which is why investment begins with the
identification of risks.
Greed and fear don’t
work very well here.

Alexander Kempf
is Professor of Business
Administration (with a
focus on markets and
investment) at the University of Cologne

globaliz ation

How German Is the German Chemical Industry?

Otatem ilibus nem

billion people—or nearly
half the global population
(46%)—were connected to
the Internet in 2016. The
highest percentage of Internet users was recorded in
Bermuda (97.7 percent)

What makes
people want to
trade stocks?
The desire to put
their money to work
in order to attain
financial security in
the future. Moreover,
in times of low interest rates, it makes
sense to invest in the
market—but it should
be done with a longterm view. I don’t
agree with speculating in order to make
money quickly.

Globalized industry:
Germany has the world’s
third-largest chemical
industry, after China and the
USA and ahead of Japan.
The chemical industry is the
third largest industrial sector
sendae cor abo.
in Germany—and
noDipsam
other
volupta
muscid
earcia
country has as manyutcompanies that conduct research as
Germany does. One out of
lorem
ipsania
serumque
every
seven
chemical
industry
patents originates in Germany.
But how German is the German chemical industry really?
After all, German chemical-pharmaceutical companies
temporu ptaspitiis nis dis

The foreign component of the German chemicalpharmaceutical sector (figures in percent)

55

48

52

Employees abroad
Capital investment abroad
Sales of foreign subsidiaries
Sales abroad
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generate 61 percent of their
sales abroad, and the total
volo imus dicaborrum
sales recorded by their foreign
expeliqui quam, sequis
subsidiaries is actually slightly
quidell aboria qui cum
higher than the sales generatauteseq uatius quam, am
ed by the parent companies in
eum ento blabo. Ut fuga.
Germany. Half of all employNam aspicae im volum
ees at German chemical-pharaut lant as sed quae
maceutical companies work
verspero eaque pra net
outside of Germany, and 55
accatium, volore, susant
cents of every euro that these
utecusda voloribus, cor
companies invest in plant and
sa conessitas rat venistia
equipment is spent abroad.
duciatem. Ut ut erchil
mint. Omnim comnimi
nimodia aspidem endam
Source: VCI
chemical Itatem
industry
vellore
preprem.
figures forporror
2016 restorepta
porepe
nobitiae volores am,
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consumption

Fine Global
Cuisine?

Pizza international
Frozen pizza often contains
imported ingredients—e.g.
tuna (Philippines), onions
(Poland), or chicken
(Thailand)

Humans and
technology:
CEBIT is suffering from
digitalization,
believe it or
not…

Photography: shutterstock (2), Friedrich Stark/Alamy Stock Photo, istockphoto (4) | Illustration: C3 Visual Lab

SEE YOU AT THE FAIR
Despite
turbulent times
and digital
competition,
Germany—the
world champion of trade
shows—is
optimistic
about the
future

The study on the future
of trade fairs can be
found at: www.auma.de

Current situation:
Industry and services
trade fairs held in
Germany in 2016
generated record
revenue of €3.7
billion, around €1
billion more than
ten years ago. These
events attracted 10.5
million visitors, or
700,000 more than
in 2015, whereby 25
percent of the visitors
were from abroad.
Four German companies (in Frankfurt,
Hannover, Cologne,
and Düsseldorf) are
among the world’s
Top 10 trade fair
companies in terms
of revenue.
Upheaval:
New communication
channels are transforming the trade
fair industry. Despite
solid revenues, the
number of trade
visitors has declined
as of late. CeBIT, for
example, attracted
some 800,000 vis-

itors in Hannover at
the height of the Internet hype in 2001,
but only 200,000
showed up in 2016.
IT companies now go
looking for customers directly on the
Web. The digital
revolution has also
changed the way the
sector communicates,
as executives now
obtain their information from the comfort
of their offices and
deals are made online
and in videoconferences.
Outlook:
Despite all of this,
German companies
plan to spend more
rather than less on
trade fairs in 2017
and 2018—around
€285,000 on average, which corresponds to an increase
of 1.5 percent from
2015 and 2016). The
Association of the
German Trade Fair
Industry (AUMA) has

concluded from an
internal member survey that trade fair organizers are looking
to modernize their
operations. A study
conducted by Leipzig
University (“Trade
Fair Industry 2020”)
indicates that this is
the right approach.
Service companies
plan to increase
their expenditure
on trade fairs by an
even higher margin
than the average (4.7
percent). The main
goal for all of these
companies (83 percent) is to gain new
customers. “Faceto-face communication clearly remains
crucial—trade fairs
are where you meet
business partners and
talk about products
and the benefits they
offer,” says AUMA
Chairman Walter
Mennekes.
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steps
to a
modern trade fair

Undercover strawberries
China is the source of 80
percent of the strawberries
(grown with the help of
pesticides) used in jam and
yogurt in Germany

Banana trash 8% of the
fruit meant for export in
Cameroon is destroyed
because it doesn’t
meet the EU’s aesthetic
standards

1

Don’t just offer
space—offer integrated communication as
well

2

Consolidate all information digitally before
the fair begins

3

Specialize

Fruit from the other side
of the world Nearly 50%
of organic apples come
from abroad—Braeburns
from New Zealand have
the longest trip

4

Emotionalize presentations and makes
things more efficient
for visitors

5

Improve trade fair
center connections to
transport, shopping,
and cultural venues

Well-traveled shrimps
“North Sea shrimps”
are caught on the North
Sea coast, peeled in
Morocco—and then
shipped back
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Two Steps
Forward,
One Back

Free trade makes the world more peaceful and prosperous. It has
taken centuries for this historical understanding to dawn—and the
process has been dogged by repeated setbacks. That’s because
shortsighted egotism, isolationism, and conflicts have hampered the
exchange of goods across borders throughout history. A backward
look at the cyclical crises of a great idea
1  ⁄ 2017 the magazine from evonik industries

1773 Boston citizens disguised
as Indians throw
tea into the harbor. According
to new studies,
this was mainly
a protest against
global trade
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Sometimes trade has to be threatened in one
place in order to grow quickly in another. Genghis Khan, known as a conqueror in the West,
was a protector of traders. As long as he ensured the stability of his empire with an iron fist, the long land route
known as the Silk Road, which connected Europe, India,
and China, was relatively safe and economically calculable. It was an important global trade route. However,
the caravans powered by camels and yaks, a type of cattle widely used in Central Asia, could transport only a
limited volume of goods. When the Mongol Empire broke
apart, starting around 1340, this route became hazardous. On the alternative route via Egypt, the Mamluk Sultanate imposed increasingly heavy customs duties and
fees on traders.
Consequently, bold European seafarers, especially
the Portuguese, sought new routes to India—across the
oceans. This pressure to expand its merchant shipping
caused Europe to gradually increase its volume of exported goods and create new markets and products.

Photography: ullstein bild | Illustration: C3 Visual Lab

The Emperor ordered his fleet destroyed

However, the politician caste turned out to be indecisive.
The shakiness of their commitment to cross-national
trade throughout history is illustrated by the example of
the Ming dynasty of China in the 15th century. It initially
conducted a brisk foreign trade in spices, cotton fabrics
from India, and Chinese silk and ceramics. For centuries, China was the world’s leading economic power. The
eunuch Zheng He (1371–1433), who rose to the rank of an
admiral, served the Ming emperors. By comparison with
his exploits, Columbus was an amateur. Zheng He commanded 27,870 sailors on 300 ships and conducted seven
expeditions to Southeast Asia, India, Africa, and Arabia.
By contrast, Columbus commanded only 90 men, and
his three tiny ships put together were only half as big as
Zheng He’s 140-meter-long nine-masted ship alone. But
directly after Zheng He’s death, China made a historic
error that began its decline as a global power. The emperor banned the construction of ships capable of sailing the
high seas, ordered the existing ships to be destroyed, and
arrested their owners. His reasoning was that the Middle
Kingdom did not need any connections with the outside
world. The European nations developed and expanded—
at the expense of the suffering peoples they colonized.
China stood still.
What caused the Chinese emperor’s surprising
change of mind in the absence of hardship, the turmoil
of war, and diplomatic crises? In their book Power and
Plenty, the Columbia University economist Ronald Findlay and the Oxford economic historian Kevin O’Rourke
offer some clues regarding the causes behind what they
call the Ming emperor’s “irrational behavior.” These include power struggles between various palace factions,
in which the advocates of a self-contained agricultural
economy won out over the supporters of foreign trade.
There was also fear of Japanese pirates who preyed on
merchant ships off the Chinese coasts.
The phenomenon of prosperous and well-established
trade networks that had been built up over generations
disappearing into the mists of history was mirrored by
similar developments in Germany. In the dark and cold
waters of the North Sea and the Baltic Sea, merchant

7000 BC

5000 BC

The first systematic
goods transport across
the Mediterranean Sea by
traders from present-day
Greece

The first ships with an auxiliary
sail: Papyrus boats of an early advanced civilization along the Nile

1000 BC

Phoenicians and Greeks
ship metals, valuable timber, and precious stones
throughout the Mediterranean region

The cultural
history of trade

The ups and downs of international networking shifted
the centers of trade. Isolation
led to lost profits

166 AD

Roman seafarers sail
through the Straits of
Malacca and trade with
the Emperor of China

1148

Founding of the city of
Lübeck as the first of many
new trading towns in the
Baltic Sea region. The
Hanseatic League becomes
one of the most complex
merchant associations of the
Middle Ages. The first Hansa
Convention is held in 1356

1150

Beginning of the “champagne
trade fairs” as fixed central
marketplaces
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8th century

Danish Vikings establish
Haithabu, an important
transshipment point for
trade between Western
Europe and Scandinavia

13th century
The heyday of the Silk
Road for trade between
Europe and Asia

Bills of exchange become
a recognized means of
payment in Europe. Eliminating the exchange of
large amounts of hard cash
makes it easier to trade
across national borders

1275

The Venetian merchant
Marco Polo reaches
Shangdu in China, initiating
flourishing trade relations
between East and West
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guilds conducted their business cooperatively from
the 12th century onward under a name that became
their hallmark: the Hanseatic League.

Elizabeth I expelled the German merchants

Because the freight carried by the League’s cog ships
made their owners increasingly wealthy and powerful,
these men soon occupied the highest political offices in
their home cities. As a result, the goals pursued by these
cities and by their merchants merged. The Hanseatic
towns that arose reached the zenith of their power in the
14th century. About 30 large and some 200 small towns
between Cologne and Reval maintained business offices in locations reaching from London to Novgorod. Their
power seem to be set in stone.
Nonetheless, starting in the mid-16th century the
splendid and tradition-conscious Hanseatic League was
dissolved by many factors gnawing at their ships’ keels
simultaneously. It began in England, where the London
business office was destroyed by the reckless pursuit of
individual interests by member cities such as Cologne
and Hamburg. After the privateer Francis Drake, authorized by the English crown, had seized several of the
League’s ships, in 1597 Emperor Rudolf II forbade the English to trade within the Holy Roman Empire.
In return, Queen Elisabeth I banished German merchants from England. After that, each retaliatory blow
was followed by the next. The beneficiaries of this conflict were the Dutch, especially the merchants of Amsterdam, who became the new trading power of the
West. In the Baltic Sea region, the Hanseatic towns fell
one by one to new masters who were not interested in the
League (for example, Reval to Sweden and Riga to Poland). The last Hansa Convention, which was attended by

14th century
Chinese merchants sail
as far as the east coast of
Africa; Admiral Zheng
He makes seven major
expeditions
The Hanseatic League
begins to decline

1440

Launch of the
Portuguese slave
trade

“There
had to be
a big bang
so that
the world
could sort
itself out
again”
Nikolaus Wolf,
Director of the Institute of Economic History at the Humboldt
University of Berlin

1497–1499

Vasco de Gama circumnavigates the Cape of
Good Hope and reaches
southern India

1494

An early “global trade
agreement”: Pope
Alexander VI divides
the known world into
a Portuguese and a
Spanish trading zone

1397

The foundation of the
Banco Medici makes
the Medici family of
Florence a significant
banking and trade
dynasty

only nine participating towns, took place in 1669. Nonetheless, the League, which had once been so successful,
was never formally dissolved.
A historic setback to the free exchange of goods has
become part of American folklore. The famous Boston
Tea Party of 1773 has been newly interpreted against the
background of the delicately balanced elements of the
global trade that was evolving at that time. This action
of the colonists on the east coast of America is popularly
regarded as part of their struggle for independence from
their British motherland.

The Boston Tea Party: A protest against trade
Back then, the protesters seized barrels of tea that had
been unloaded in Boston Harbor by merchant ships of
the East India Company and threw them into the sea.
They were protesting against the Tea Act, which had
been passed by the Parliament in London to tax this popular commercial product. According to the traditional
interpretation, through their battle cry “No taxation
without representation!” and their direct action, they
were expressing their resistance to arbitrary taxation by
a distant European country in whose parliament they
were not represented.
However, the true reason for their violence against
a commercial product may have been much more mundane. In his award-winning book A Splendid Exchange
about the key influence of trade on world history, the
New York author William Bernstein floats the thesis that
the Boston Tea Party was “the first American anti-globalization campaign.”
He points out that most of the activists were shady
middlemen who had comfortably embedded themselves
in the tea importing trade and enjoyed high profit margins. By contrast, the East India Company, which had
recently entered this trade, imported tea directly from
the producers. Thus it abruptly bypassed the intermediary traders, threatening to spoil their profit margins and
eliminate their jobs. According to Bernstein, the rab-

1511

The Portuguese
discover the
Spice Islands
(Moluccas)

1492–1502

Christopher Columbus
discovers the American
territories and claims
them for the rulers of
Spain
1  ⁄ 2017 the magazine from evonik industries

Late 15th
century

Jakob Fugger from
Augsburg expands his
family-owned company
into a Europe-wide trade
and banking empire
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ble-rousers simply heated up the basically anti-British
mood in the harbor in order to deftly exploit it for their
own benefit.
It was not until the early phase of industrialization,
with its rapid technological progress, that the concept
of unbounded global trade moved into the offensive.
Great Britain, the land of the steam engine and the first
industrial spinning machine, the “spinning Jenny,” was
a pioneer of mass production and therefore had the most
reason to promote free trade—until a fateful spiral ended
this development.
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The global economic crisis led to a world war

In 1879 the German Empire introduced protective tariffs
in order to protect its farmers from cheap grain from the
USA and Russia. This action immediately triggered the
chain reaction that could have been expected: One after the other, European countries raised their customs
frontiers against more and more of the goods produced
by their neighbors. The trade war continued to escalate. Protectionism was born. Barbara Hahn, a professor of economic geography at the University of Würzburg, points out that “between 1880 and 1913, only three
states continued to engage in free trade: Great Britain,
the Netherlands, and Denmark.” World War I put an end
to free trade with these countries too.
The interwar period and the founding of the League
of Nations caused a revival of the philosophy that trade
makes the world more united and prosperous, but the
revival was brief. In 1929 the stock markets collapsed
and the first global economic crisis began. “From then
on, all of the protectionist measures that had already
been introduced before the World War I were made even
tougher,” says Nikolaus Wolf, Director of the Institute of
Economic History at the Humboldt University of Berlin.
“It seems that there had to be a very big bang so that the
world could sort itself out again.” This “bang” was the
most violent imaginable catastrophe: The National Socialists set up a cruel dictatorship and plunged the world
into another war. The postwar order then permitted the

development of trading blocs and economic zones of
previously unseen magnitude and complexity, under
the protection of two superpowers. But it was not until
1995 that the World Trade Organization (WTO) was able
to create an institutional framework for the global reach
of trade.
Today, after the turn of the millennium, the pendulum seems to be swinging back—against free trade.
Whereas planned multinational agreements such as
TTIP are facing oblivion, strong political forces are once
again leaning more toward bilateral treaties between selected nations. A regression toward a small-state mentality is threatening to take over trade policy.
However, such a regression no longer measures up to
the transformation of global history that Nikolaus Wolf
describes as follows: “Today industrial groups are globally structured, whereas the political norms essentially
still revolve around national frontiers.” This historian
believes that such a playing field is simply too narrowly
defined to act as an effective regulatory framework for
trade policy. That’s because trade always finds new pathways for itself.

1944

The Bretton Woods
Conference reorganizes postwar global
economic relations,
with currencies linked
to gold reserves and
fixed exchange rates

1929

Collapse of the US stock
market and beginning of the
Great Depression/global
economic crisis and protectionist barriers to trade

1825

First railroad line (between
Stockton and Darlington in
Great Britain)

1914–1918

1600

World War I marks
the end of European
dominance of global
trade, to the benefit of
the USA

Queen Elizabeth I
establishes the
British East India
Company

1602

Dutch merchants
respond by joining
together in the
Vereenigde Oostindische Compagnie

1811

First commercially utilized
steamship
(along the
Scottish coast)

1869

Opening of the Suez Canal and
the Transcontinental Railroad
from New York to San Francisco;
start of long-distance trade in mass
products rather than only luxury
goods (“first globalization”)

Oliver Driesen
has a degree in
economics. He
worked as an
editor at Woche
and brand eins
before becoming a freelance
author

1933

US President Roosevelt’s New Deal
program ends the
economic crisis
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1947

The General Agreement on Tariffs
and Trade (GATT)
goes into effect in 23
countries worldwide.
The aim is to eliminate custom duties
and trade barriers

1995

Foundation of
the World Trade
Organization
(WTO) in Geneva

1985

Beginning of the
“second globalization,” driven by
the triumphal march
of containers for
cost-efficient transportation via ship,
rail, and road
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Adidas has increased production
in Germany by
replacing workers
with robots

SPEEDFACTORY,
Ansbach
The SPEEDFACTORY
is scheduled to begin
production operations
in mid-2017. The
sportswear manufacturer plans to produce
500,000 pairs of shoes
here every year almost
completely automatically. People will handle the few work steps
that can’t be performed
by machines yet. Adidas plans to build more
speedfactories.
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The fourth industrial revolution is opening up great opportunities for industrialized countries,
but also curbing world trade. Because automation is making personnel costs less relevant, more
and more companies are manufacturing goods in their countries of origin again
Adidas’ first 3D-printed sports shoe, the 3D
Runner, was a big hit in 2016. The shoe, which
was produced in very small numbers, cost $333
per pair and was sold at boutiques in London, New York,
and Tokyo. Immediately after the shoe was released for
sale on December 15, consumers could only get hold of
a pair on eBay for ten times the original price. It was a
hit for hipsters, but another threat to world trade, which
is already ailing. That’s because goods that are produced
where they will be sold don’t have to be shipped halfway
around the world.
That, at least, is the dream at Adidas: no long lead
times, no products or materials that have to be shipped
across continents, no warehouses, and no surplus production. However, there still is a long way to go before
customers can routinely configure their shoes on a computer in their local shops and then have them printed
to take home. But the first steps in this direction have
already been taken. Adidas is already using innovative mass production techniques at its SPEEDFACTORY,
where sports shoes are produced almost completely automatically by robots. The really surprising thing about
this model factory is that Adidas isn’t opening it in Asia,
where the company has been manufacturing sportswear for the past 30 years, but in Germany. Located in
the small town of Ansbach, just under an hour’s drive
from the company’s headquarters in Herzogenaurach in
southern Germany, the plant will commence production
operations in the summer of 2017. In the medium term,
Adidas plans to manufacture half a million pairs of shoes
here every year. Although this is only a fraction of Adidas’ total output of about 300 million pairs of shoes per
year, the factory in Ansbach won’t be an isolated case.
In fact, a second SPEEDFACTORY is scheduled to go into
operation in the USA in late 2017.

Photography: adidas, fotogloria

The future belongs to insourcing

Adidas isn’t the first German company to focus more
strongly on “Made in Germany” again. The Fraunhofer
Institute for Systems and Innovation Research has been
observing this trend for some time. In fact, production has increased in Germany again since about 2003.
The share of companies that outsource their operations
abroad has dropped sharply in recent years, while more
and more activities are being relocated back to Germany.
The economist Dalia Marin calls the current situation
a standstill. Marin holds the Chair of International Economics at the Ludwig Maximilian University of Munich.
For some time now, she has been researching the relationship between world trade and automation. “When

Intuitive and safe:
Robots are taking
over more and
more human work

Factory for
robots
In 2015 the manufacturer of automation
technology Festo
opened a model factory
near Stuttgart. This
factory sees itself as a
source of momentum
for the automation of
the future. “The Technology Factory has created the preconditions
for cooperative product
development and substantially improved our
core processes,” says
Plant Director Stefan
Schwerdtle.

viewed in aggregate, production has no longer been relocated to Asia since 2012,” she says in summarizing her
research findings. “One of the reasons why world trade
increased so much in the past was that manufacturing
became more international, with production taking place
in global value chains,” Marin explains. She has come to
the conclusion that “in up to 50 percent of the cases, the
stagnation of world trade is actually due to a relocation
of production back to the countries of origin.” However,
Marin doesn’t think this development is bad. “A society’s
prosperity doesn’t depend on a steadily growing global
market. With regard to economic growth, countries such
as Germany should concentrate more on their domestic
markets,” she says.
Medium-sized German companies in particular see
their future in insourcing. The reasons that are frequently mentioned for this development include the reduced
importance of personnel costs as a result of automation,
quality assurance issues, and the greater flexibility that
insourcing makes possible. Among the best-known
companies that have returned to Germany are Trelock
(bicycle locks), Stihl (chainsaws), Steiff (stuffed toys),
and Märklin (model railways). Moreover, the automaker
Borgward, a traditional German brand that was revived
with the help of a Chinese investor, plans to manufacture
some of its vehicles in Germany. More specifically, in Bremen the company will produce electric vehicles that will
begin to go on sale in early 2018.
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Fackelmann, “there are three workers for every machine
in China, while in Germany it’s now the reverse. Because
wages have increased in China, it’s profitable to produce
goods in Germany again.” But why didn’t Fackelmann
simply move its operations to another low-wage country
such as India? “Every machine would have three workers
again, and I would have to train these people to operate
the equipment. Moreover, many low-wage countries lack
the great infrastructure that China has,” he says.
Although Fackelmann isn’t necessarily creating new
jobs in Germany, the company can continue to employ its
workers. In fact, some families have worked for Fackelmann now for three generations. According to Alexander
Fackelmann, this is actually a benefit to the company because “such employees are more loyal than new ones. As
a result, we have a lot of experience and knowledge we
can draw on.” Fackelmann continues to operate production plants in China, although it has reduced its workforce there from 3,000 to 1,000. A large share of the items
produced in China (including chopsticks) is now sold on
the local market.

At the plant in
Blaichach, machines run and
people control

Photos and
videos help the
support team
solve problems

In order to understand how drastic this reversal is,
we should first take a look at the recent past. After first
looking into the possibility of moving abroad, many
German companies decided to relocate production facilities to Asia and Eastern Europe in the 1990s. One of these
companies was the family-run enterprise Fackelmann,
which is based in Hersbruck. This seemingly inconspicuous medium-sized company manufactures affordable
household goods. The brand isn’t widely known and its
face to the world is the German boxer Axel Schulz, who
never became internationally successful. Nonetheless,
Fackelmann has quietly achieved an ambitious goal.
From its origins as a one-man hardware business in 1919,
it has grown to become a global player without ever renouncing its roots. When the company decided to relocate a large part of its manufacturing operations to China more than 20 years ago, it nevertheless retained its
German connection. “We take a long-term view,” says
Alexander Fackelmann. “Everything is always in flux.
That’s why I said at the time that we would someday be
glad to produce in Germany again.”
This “someday” came in 2013, when the company was
able to return its operations to Germany because of increased automation. Since then, Fackelmann has again
been manufacturing items such as fly swatters, slotted
spatulas, and toothpick boxes in Hersbruck, thanks to
fully automatic cutting-edge machines. According to

Digital
brakes

Among other things,
this Bosch plant the
Allgäu region of
Germany produces
electronic braking
systems. In 2015 the
plant received an Industry 4.0 Award for its
advances in networked
production. Digitalization has enabled Bosch
to significantly increase
its productivity and
competitiveness.

Another German company, the family-owned medium-sized business Block Transformatoren-Elektronik
has had similarly positive experiences. Over ten years
ago, Block began to transfer some production operations
to China, mainly in order to cut costs. “Our experience
with our production operations in China was certainly
positive,” says Block CEO Wolfgang Reichelt. “However,
costs then rose again in some areas instead of falling.” In
response, Reichelt began to relocate a lot of Block’s manufacturing operations back to Germany. “Automation
has enabled us to create manufacturing conditions that
allow us to produce goods at the same price as in China or
even more cheaply,” says Reichelt, who also considers the
speed of manufacturing to be one of the decisive benefits
of the company’s return to Germany.
He also thinks that Block is well prepared to meet the
challenges posed by a slowdown in world trade. This is
partly due to the fact that the company manufactures its
products mainly, but not exclusively, in Germany. “The
sales market is expanding in China, where we continue to
produce goods in cooperation with partners. Moreover,
we operate a factory of our own in the USA.” The trend
is toward local production, as more and more companies
are manufacturing products where they are bought. This
enables the firms to circumvent trade barriers and save
shipping costs, thus causing world trade to decline.
Companies such as Fackelmann and Block could be
the first in a long line of returners. “These are still isolated
examples,” says Thieß Petersen, Senior Advisor of the Bertelsmann Foundation’s Shaping Sustainable Economies
program. “However, I expect the costs of such production
processes to continue to decline in the future, making it
more attractive for companies in places such as Germany,
the rest of Europe, and the USA to insource their activities.” According to Petersen, this will also lead to a drop
in the volume of global trade. “Robots and 3D printing
are changing the rules of the globalization game because
outsourcing production will often become unprofitable,”
he says. However, Petersen doesn’t believe that the globalization process will come to an end anytime soon, in
spite of Trump, Brexit, and Industry 4.0. “The international exchange of capital, technology, knowledge, and
human resources will continue,” he says.
Until now, globalization mainly meant that companies manufactured their products wherever labor was
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Manufacturing more cheaply than in China
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People
needed
Siemens produces
programmable controllers at this plant.
Although 75 percent
of the processes run
automatically, the plant
will continue to need
people, without whom
production would come
to a standstill. Siemens
is especially proud of
the quality of production at the plant, where
only 12 faults are recorded per one million
possible errors.

cheapest. If wages rose, the companies just moved on.
However, the rapid automation of production has added
another variable to this equation and the consequences
are unforeseeable. “We are at the beginning of a revolution that is fundamentally changing the way we live,
work, and relate to one another,” writes Klaus Schwab,
the founder of the World Economic Forum, in his book
The Fourth Industrial Revolution. “We have yet to grasp
fully the speed and breadth of this new revolution.” This
view is shared by Rodney Brooks, founder of the robot
manufacturer Rethink Robotics from Boston, who says
that robots could trigger a revival of industrial production in the USA. Brooks believes that the future is especially promising for the cooperation between human
beings and robots.

An industrial renaissance?

The various model factories operated by German companies give us an inkling of how automation and the collaboration between humans and machines work. One
example of such a factory is the Siemens Electronics Plant
in Amberg (EWA), which manufactures programmable
Simatic controllers. This factory is as clean as an operating room and about 75 percent of its production steps run
automatically. “In the future, factories will manufacture
unique customized products even more flexibly than is
the case today. They will also increase profitability by
producing goods quickly, at low cost, and in top quality.
The Amberg electronics plant is already using key elements of the digital factory,” says Gunter Beitinger, who
heads the EWA. Festo is another company that is focusing
on digitalization. The firm’s Scharnhausen Technology

Factory, which produces valves and other components,
sees itself as a source of momentum for the automation
of the future. Chancellor Angela Merkel has visited the
factory to witness a demonstration of how human beings
and robots can cooperate. The machines relieve people of
monotonous and ergonomically strenuous tasks.
What’s special about this factory is that humans and
machines work together more or less hand in hand. That’s
why the employees at Festo do not have to fear working
together with machines, which is often the case elsewhere. Because the machines’ movements are continuously monitored by sensors, the robots immediately
stand still as soon as they get too close to a colleague made
of flesh and bone. The managers at Festo also know that
it’s not enough to simply use increasingly sophisticated
automation systems, so the company focuses on providing its employees with further training. “We are meeting
the new challenges arising from the global competition of
automation systems by employing people who are ready
to learn new things and are open-minded about the
transformation of the manufacturing sector,” says Plant
Director Stefan Schwerdtle.
Although experts are debating how disruptive the
fourth industrial revolution will be and to what extent
the rules of the globalization game will be turned upside
down, almost all of them agree that industrialized nations that don’t focus on automation will be driven completely out of the market, according to Dalia Marin. She is
optimistic about Germany’s future, because “automation
will lead to an industrial renaissance. Besides the USA,
Japan, and South Korea, Germany is one of the world’s
leading countries when it comes to the use of robots.”
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The digital factory
in Amberg is as
clean as an operating room

Marcus Müntefering
is a fan of the band
Kraftwerk. While
researching this story,
he often listened to its
visionary song “Die
Roboter”
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“We’re Shifting
our Paradigms”
The economist Henning Vöpel talks about the
structural transformation of the global economy

Mr. Vöpel, from your office you
can look out over the Port of Hamburg. In recent years the turnover
here has fallen off significantly. In 2015
the decline was about ten percent. Is that
causing you concern?
Yes, because we are facing a far-reaching structural transformation. In the
past decade the Port of Hamburg—like
other German seaports—was on a course
of strong growth. But people made the
mistake of extrapolating from the positive
developments they had seen until then—in
other words, they assumed that global
trade would continue to grow twice as fast
as the global economy. The former prognosis of 25 million shipping containers being
handled in Hamburg in 2025 turned out to
be an illusion. We are currently handling
just under 9 million containers.
What conclusions have you drawn from
this experience?
We’re shifting to other paradigms. I think
the old concept of measuring trade and
growth mainly in terms of the number of
containers shipped is outdated. Of course
the image of stacked goods is easily understood, and for many years it has represented Germany as an exporting nation. By
contrast, the information and data of the
digital economy whiz around invisibly, but
their significance is increasing disproportionately.
The most recent figures from the Kiel
Institute for the World Economy confirmed
that Germany is an export superpower. In
November 2016 Germany exported goods
valued at almost €110 billion. This was a
record-setting amount and a six-percent
increase over the previous year. Doesn’t
this mean that things are going well?

These positive figures shouldn’t give us a
false sense of security. Of course we’re very
strong in terms of the automotive industry,
mechanical engineering, and chemicals,
and expert German engineering will continue to be significant in these areas. But
we are now moving more and more into the
realm of Industry 4.0. Our competitiveness is at stake. We have to transform our
business model, which has been successful
until now. Another key element is the fact
that in the digitized economy the cycles are
becoming shorter. It’s no longer possible
for us to develop a strategy for the next ten
years. Instead, we have to develop a level of
agility that enables us to react very quickly
to new developments and new technology
paths.
Other European maritime trading sites
such as Antwerp and Rotterdam are doing
better than German cities in terms of
their balance sheets. And the accelerated
construction of mega container ships and
the plans for new canals such as that in
Nicaragua suggest that the global trade in
goods will continue to grow.
In my opinion, this investment cycle of the
shipping industry is absurd. Even though
we already have significant overcapacity,
companies continue to build bigger ships
in order to crowd smaller ships out of the
business. Incidentally, the World Trade
Organization, or WTO, has also issued specific warnings against this development.
When we invest in port infrastructure
today, we have to take the future structural
transformation into account. Here we can
take the Port of Rotterdam, for example, as
our model. There companies are not only
loading goods but also trying out new business models and new ways of networking
production processes digitally.
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The director of the
Hamburgisches
Weltwirtschaftsinstitut (HWWI):
Henning Vöpel, 42

“Even though we
have significant
overcapacity, companies continue
to build bigger
ships to crowd out
smaller ships. It’s
an absurd cycle”
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Can you give us some examples?
Innovative companies that are experimenting with 3D technology and additive
layer manufacturing. Machine components are laid down layer by layer on
printers and produced on site after their
design data has been transmitted. This
makes the traditional delivery of fabricated materials unnecessary. According
to some forecasts, technologies that are
networked in this manner could reduce
the volume of global transportation by
30 to 40 percent in the years ahead. This
example also shows that it is not a matter of simply digitizing our old industrial
processes. We need new quality steps—
networking processes along the value
chain in a way that goes beyond pure data
sharing. In addition, reducing the number
of transports offers us the opportunity to
use resources sustainably.

Photography: Benne Ochs | Illustration: C3 Visual Lab

Networking and digitalization are key
aspects of globalization. However, globalization is increasingly being regarded as a
negative development. All over the world,
we’re seeing a pivot toward protectionism
and nationalism. What implications does
this have for the future of global trade?
Globalization is basically not reversible. In
fact, digitalization is accelerating it even
further. The crucial question here is: How
are we shaping these processes of change?
We don’t yet have a coherent picture of our
global future. In reaction to that, we’re seeing a sense of insecurity and cognitive dissonance, and there’s no doubt that this is
playing into the hands of the populists. The
complicated actual facts are being interpreted in a post-factual way and simplified.
That worries me.
The USA is the most important trade partner of Germany and the EU. What future
developments do you expect?
Donald Trump has brought extreme uncertainty to the global order and the global architecture of security. The current situation
is confusing. That includes the relationship
between the USA and the EU. President
Obama’s ambitious plan was to use TTIP to
put trade policy between the world’s two
biggest economic regions on a dependable
footing. Even though TTIP will no longer
come into force in the form that was originally planned, I hope the guiding principle
of free trade will be upheld nonetheless.
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Globalization used to sound like the future,
but now it is being combated at the verbal
level. How would you advise us to deal
with this concept?
We have to refine and reposition this concept. In my opinion, in strongly capitalistic
countries such as the USA and the UK in
particular, the elites have unilaterally profited from globalization. The middle class
has become very fragmented at the economic level, and this has been reflected by
Brexit and the electoral victory of Donald
Trump. Fortunately, this has not happened
in Germany, thanks to the tried and tested
model of the social market economy. The
political culture of this country also encourages me to believe that we will conduct
the debate about the future of globalization
constructively.
Your institute provides consulting services
for businesspeople and politicians. Do
things get more difficult for such traditional think tanks during times of simplifiers
and advice-resistant politicians?
Yes and no. On the one hand, in times like
these our function and our responsibility
for our use of knowledge and language
are all the more important. On the other,
it is harder to communicate differentiated
analyses and more complex truths.
What positive contribution can you and the
HWWI make?
We regard ourselves primarily as intermediaries in the process of transforming
research into political policymaking and
economic innovation. In the course of this
year, our institute will establish a modern
innovation campus where the focus will be
even more on experimental and interdisciplinary research.

Uwe Killing, a journalist
and author, used to live
near the landing bridges in
Hamburg, where he was
impressed by the noisy
loading of masses of German
export goods onto container
ships. Since conducting this
interview, he’s been looking
at the port with new eyes
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Trade Makes
the World
Go Round
16,552
in billions of dollars
59
1948

What Can Aid Workers Learn
from Coca-Cola?
For decades now, aid workers have
been wondering why it’s so hard to
supply people with condoms, vaccines, and medication, while Coca-Cola is sold on every street corner. The
brown soft drink’s success is legendary
in Africa, causing The Economist newspaper to use coke sales as an “Index
of Happiness” in 2008. According
to this index, wherever Coca-Cola
can be found, stability and economic
growth will soon follow. This fact has
been very instructive for renowned
philanthropists such as Melinda Gates,
the wife of Bill Gates and head of their
joint foundation. As a profit-oriented
company, Coca-Cola diligently records
where, how, and how many of the
total 1.9 billion units a day are sold.
Whenever demand or supply begins

to flag, the company wants to know
why. By contrast, it often takes months
before NGOs learn how effective
their work has been. Gates calls this
approach “bowling in the dark.”
Coca-Cola has around 3,000 distribution centers in Africa, through which
it supplies tens of thousands of small
retailers who sell crates and individual
bottles on their own account in shops,
from trucks, or from pushcarts. These
retailers know best how the sweet
beverage gets to thirsty consumers.
Coca-Cola uses this information to set
its prices and provide retailers with a
sufficient profit margin. This lesson
was also learned by the British aid
organization Cola-Life in Zambia. The
organization offers life-saving rehy-

Coca-Cola is everywhere, causing a
rethink at NGOs

dration solutions for children suffering
from diarrhea and has won numerous
awards for its idea of distributing these
solutions by letting them ride along
with Coca-Cola bottles in the crates.
In doing so, the organizers noticed that
the crucial factor was the value chain
rather than the supply chain. Instead
of distributing ColaLife for free, the
organization’s founder Simon Berry
turned his kits into a product that
mothers want for their children and
that is offered at a price which parents
can afford and which enables local
producers, packagers, transport firms,
intermediaries, and shop owners to
make money. Berry has therefore
come to the conclusion that the supply
chain will organize itself on its own as
soon as there is a value chain.

What Happens in an Internet Minute?
38,194
posts to Instagram

20,800,000
WhatsApp
messages

2,400,000
search queries

$203,596
in sales

150,000,000
e-mails
sent
347,222
new tweets
on Twitter

701,389
Facebook
logins

69,444
hours
watched

38,052
hours of music

2,780,000
video views

More and more
The value of global
goods exports is now
280 times greater than
in 1948
Source: Statista / UNCTAD

Europe
North America
Asia
in billions of dollars
37
34
14

35
28
14
1948

2015

Changing giants
Europe’s share of goods
exports is comparable to
that in 1948. However,
North America and Asia
have changed places
Source: WTO

Netherlands
Singapore
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Germany
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Denmark
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Heavyweight dwarfs
Most of the world’s
strongly connected
countries are small
Source: Top 10 DHL Global
Connectedness Index 2016

Source: EXALACOM
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3 questions for

Flying parcels: Logistics
4.0 promises to provide
much more than just
smart air transport

Thomas Kreuder
“That Means
Plastics Are Also
Armaments”

1

Does Evonik
export
armaments?
No. However, there
are materials that are
designed for civilian
use but can also be
employed for military
or nuclear technology. The export of
such dual-use goods
has to be approved
by the authorities.
However, very few
of our products fall
into this category.

2
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How are
dual-use goods
changing?
The technology is
changing, for one
thing. The high-tech
computer hardware
that used to be
militarily relevant
is now nothing but
high-quality electronic waste. By
contrast, some of our
polymers are so good
that arms producers
are taking an interest
in them for use in
drone components,
for example. That
means plastics are
also armaments.
Another thing that’s
changed is the conflicts themselves. The
EU has responded to
this development by

increasing the scope
of its regulations.

3

Are regulations
becoming more
complicated?
Yes, they are.
Although the EU’s
list of relevant goods
is not becoming
much longer, more
and more products
are now covered by
catch-all regulations
and there are more
“suspicious cases.” At
companies, the effort
needed to monitor
and check everything
is greatly increasing.
This makes it more
time-consuming and
complex. Moreover,
the world has become
more insecure. However, export permits
constitute only a small
part of the global
supply chains that are
complex anyway. We
have effective systems
that enable us to manage this process very
well and thus meet
our responsibilities.

Thomas Kreuder
heads the Business
Legal & Compliance
unit at Evonik

LOGISTICS 4.0:
QUO VADIS?

Logistics is
getting its own
Revolution
4.0. Robotics,
big data, and
the Physical
Internet are
transforming
the global shipment of goods

635

free trade agreements are listed
by the World Trade Organization. Of these, 431 are still in
force, while 15 new ones are
being negotiated. Germany is
a party to 45 free trade agreements, mostly as a member of the
European Union

More information about
the Physical Internet and
the MODULUSHCA
project can be found at
www.modulushca.eu

Robots everywhere
While Amazon has
grabbed the media’s
attention by employing drones to deliver
parcels, robots have
for some time now
been rapidly spreading in the landbound
logistics sector. Amazon is using more
than 30,000 robots
in its distribution
centers. These robots
zip across the floor
like hockey pucks and
process goods by the
dozen. The robots
are so important
for the huge online
retailer that it bought
their manufacturer in
2012 so that it now
produces exclusively
for Amazon.
Driverless trucks
Self-driving trucks
are also very land
bound. According to
a study by PricewaterhouseCoopers,
such trucks will
replace human
drivers on long-distance routes in ten
years and become
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the norm for all
purposes in 15 years.
During the European
Truck Platooning
Challenge in 2016,
six renowned truck
manufacturers conducted a large-scale
test in which they
investigated systems
that enable trucks to
automatically drive in
convoys.
Crewless ships
Rolls-Royce plans
to make something
similar possible on
the water. For some
time now, it’s been
possible to remotely
control merchant
ships and make them
automatically set
sail. According to
Rolls-Royce, ships
could be completely
controlled from a
virtual bridge on land
by 2020.
Clever forecasts
A patent from
Amazon made
headlines in 2014. In
anticipatory shipping,
artificial intelligence

systems use market
data, previous consumer behavior, and
other information to
predict where specific products will soon
be ordered. Such systems would enable
goods to be shipped
close to customers
before they are even
ordered.

Smart containers
The international
consortium MODULUSHCA is developing containers that
can independently
navigate through a
network of shipping
routes and hubs in
the same way that
data packets move
through the Internet.
This “Physical Internet” enables shippers
to simply enter a
destination and
whether they want
the containers to take
the fastest, cheapest,
greenest, or safest
route. The containers
then come together
to create clusters of
various sizes.
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NEW OLD
CANAL

The 78-km canal through the Isthmus of Panama has always been a tremendous accomplishment—a
testament to the engineering ingenuity of the early 20th century. The canal, one of the most important
waterways for the world economy, underwent an expansion that was completed last year
1  ⁄ 2017 the magazine from evonik industries
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A very special
photo: Panamanians
celebrate the opening
of their expanded
canal on June 26,
2016
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“We will
nearly
double
cargo
volume”
Ilya Marotta
The 51-year-old
engineer managed
the Panama Canal
expansion project

The huge Cosco Shipping Panama container ship
makes its way through the Agua Clara Locks meter by meter. A small tugboat pulls the 300-meter-long giant from China, which is flying the flag of the
Marshall Islands, while a second tug stabilizes the rear
of the ship. The crews in two other tugboats watch the
starboard side of the 48-meter-wide vessel to make sure
it doesn’t crash into the lock chamber wall. “We practiced maneuvering giant ships for months while the new
locks were still under construction,” says the operations
manager, Captain Guillermo Manfredo. “These types of
ships weren’t able to pass through our canal before the
expansion.”
The expanded Panama Canal opened on June 26, 2016.
When the original canal opened in 1914, it immediately became the world’s most important waterway. Back
then, the canal shortened the trip to East Asia from Europe or the east coast of the USA by 12,000 kilometers,
as ships no longer needed to travel the arduous passage
down and around Cape Horn, the southernmost point of
South America. The importance of the canal can be expressed in numbers: More than one million ships have
passed through it since it opened in 1914.
In recent years, however, the waterway had become
something of a bottleneck, as its locks and channel were
often too small to accommodate the ever-larger freight
ships that now dominate the seas. Prior to the expansion, the canal had a capacity of 40 passages per day, and
during periods of heavy traffic dozens of ships on both
sides of the canal had to wait as much as a week to pass
through. “The share of world trade accounted for by the
canal began to decline,” says Jorge Quijano, the Chief
Executive Officer of the Panama Canal Authority. “That
meant Panama was in danger of losing its standing as a
global trade hub.”

39,000 workers from around the world

Illustration: C3 Visual Lab

The Agua Clara Locks
raise up heavy ships like
this tanker with liquid
gas by 27 meters

With this in mind, a team was commissioned in 2002 to
develop a plan to expand the canal. More than 150 studies
were carried out. Among other things, experts analyzed
potential future trade flows and shipbuilding trends in
order to determine the optimal size for the locks. They
also examined environmental impact issues. In 2006,
the government allowed the Panamanian people to vote
on its plans for the canal in a referendum—around 80
percent voted in favor of the expansion. An international
consortium was commissioned to carry out the project
one year later. Members of the consortium included Sacyr
from Spain, Impregilo from Italy, Jan De Nul from Belgium, and the Cusa Group from Panama. It was an extremely challenging construction project.
“We knew how complex the project was going to be,
but we still ended up facing many unforeseeable situations,” says Ilya Espino de Marotta, the engineer who
took over as project manager in 2012. Marotta, 51, is an
energetic woman who knows the canal better than just
about anyone else, having landed a job with the Panama
Canal Authority in 1985, right after she completed her degree in shipbuilding engineering. Nevertheless, some of
her male colleagues initially had their doubts about her
abilities.
Marotta, however, soon proved all of her critics
wrong, among other ways by smoothly taking control of
an army of 39,000 workers from around the globe. “We
used nearly 4.4 million cubic meters of cement, which
is more than was needed for the entire original canal in
1914,” says Marotta. “We also moved roughly 150 mil-
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lion cubic meters of earth—which is almost as much as
was dug up a hundred years ago.”
The centerpieces of the expansion project are two new
locks: Cocoli on the Pacific side and Agua Clara on the Caribbean side of the canal, in which ships are either raised
26.4 meters to the level of the man-made Gatun Lake in
the middle of the facility or else lowered to sea level. Both
locks have three consecutive chambers, each of which is
427 meters long, 55 meters wide, and 18.3 meters deep.
The gates are as high as 33 meters and up to ten meters
thick, with the heaviest weighing 4,232 tons. “The transport of materials to the construction site was a huge challenge,” says Marotta, who became famous all over Panama while serving as the canal project manager. “We had
to build special ramps and access routes for that—and the
assembly of everything required major precision work.”
The new locks can accommodate ships 366 meters
long and 50 meters wide that carry as many as 14,000
standard containers. To get an idea of the impact of the
expansion: The old lock chambers could just barely manage ships with 4,500 containers. New access channels
link the new locks to the old channel, which has also
been widened and deepened.

Conservation on both sides of the canal

The giant Cosco Shipping Panama begins to rise slowly.
Water flows into the lower Agua Clara Locks chamber
at a rate of 300 cubic meters per second while the ship is
held steady by ropes tied to the walls. Gravity helps move
the water into the chamber from Gatun Lake and from
the water-saving basins located right next to the locks.
It takes 15 minutes for the chamber to flood completely,
after which the ship is nearly nine meters higher than it
was before. The lock gates then open and the container
ship is pulled into the middle chamber. Water rushes into
this chamber as well; the water level rises and the ship
is raised another nine meters. It then enters the upper
chamber, where the remaining water-level difference of
8.50 meters will be bridged.
The Cosco Shipping Panama is piloted by two Panama Canal captains during this process. The two skippers
also guide the ship out of the Agua Clara Locks, along the
canal, and into picturesque Gatun Lake, passing dozens of small islands covered with tropical vegetation on
the way. Swarms of parrots repeatedly appear next to
the ship, and the chirping of crickets sometimes even
drowns out the sound of the engines. Groups of capybara
are occasionally seen gathering at the shore for a drink.

“The share
of world
trade accounted
for by the
canal
began to
decline”
Jorge Quijano
The CEO of the
Panama Canal Authority explains why
the expansion was
necessary

Most of the land on both sides of the canal is a protected area—and not just because of environmental considerations. For example, the woods may not be cut at all,
as the absence of trees would quickly lead to erosion and
blockages in the channels.
The waterway begins to narrow a little more than 24
kilometers into the lake; after that the canal follows the
riverbed of the Chagres River for nearly nine kilometers
before reaching the town of Gamboa, where the 13-kilometer long Culebra Cut begins. Here the canal cuts
through the mountain ridge that was formerly the divide between the Atlantic and Pacific Oceans. Engineers
had to move millions of cubic meters of earth and rock
for this part of the original Panama Canal project. “This
is where the French, who were the first to try to build a
canal, failed in their attempt at the end of the 19th century,” Marotta explains. The French building company
went bankrupt in 1888—after 22,000 workers had died
of yellow fever and malaria during construction operations. The USA took over the project in 1904, and ten
years later the dream of the canal had become a reality.
In return for building the canal, Panama agreed to let the
US manage and operate the facility until December 31,
1999. After traveling through the Culebra Cut for about
an hour, the Cosco Shipping Panama passes under the
new and elegant Puente Centenario (Centennial Bridge)
and stops in front of the Cocoli Locks, where tugboats are
waiting. The tugs maneuver the container ship into the
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The Panama Canal is located in the middle and at the narrowest point of the isthmus between North and South America
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A construction worker today and workers from one hundred years
ago—who even then were able to move 150 million cubic meters of earth

A huge construction
site: The original
Panama Canal
shaped the 20th
century; the new one
will change the 21st

three-step locks, where it will be lowered to sea level. The
Cocoli Locks are separated from the old locks systems in
Miraflores and Juan Miguel by a small hill and a dam. In
the old locks, ships are pulled into the chambers by small
electric locomotives, which takes a lot more time than
the same operation in the new facility.

US$829,468 per passage

The new locks are not only much bigger than the old ones;
they’re also more environmentally friendly, as they are
connected to water basins that can reuse around 60 percent of the freshwater needed for each passage. “We need
to be careful with the water—we are only allowed to use
as much as we can capture during the rainy season,”
Marotta explains. “Any water deficit could restrict canal
operations.”
Panama invested approximately US$5.25 billion in
the expansion of the canal. US$2.3 billion of that amount
was financed through loans. That’s not a problem, however, since in the most recent fiscal year, which ended on
September 30, 2016, the country took in around US$2 billion in canal tolls for the 13,114 ships with 330 million tons
of freight that passed through the waterway. Annual toll
revenue is also expected to increase to more than US$3
billion in the future. Ships with the old Panamax classification paid around US$350,000 per passage, while the
newer giant ships have to pay a lot more. The toll record
was set at the beginning of July 2016, when the giant MOL

Andrzej Rybak
travels the world
to write stories for
German magazines
such as Geo, Focus,
and Stern. He first
passed through the
Panama Canal in
1999

Beyond container ship was charged US$837,203 to pass
through the canal. “We want to have between 12 and 14
Neopanamax-class ships passing through the new canal
every day in two years,” says Marotta. “That will enable
us to nearly double cargo volume to between 500 and 600
million tons per year.” A total of 238 Neopanamax-class
ships passed through the new canal in the first three
months after it opened. Ten shipping line routes out of the
east coast of the USA have been switched from around
Cape Horn to the new Panama Canal since it opened. “The
new canal has strengthened Panama’s position as a logistics hub,” says Quijano. What’s more, no matter how
trade volumes may fluctuate, the canal will always remain a vital artery for the world economy.

1  ⁄ 2017 the magazine from evonik industries

54

p oin t of con tac t

“Hair Is Always Needed”

One of the most profitable businesses in Africa is the sale of human hair. No, that doesn’t mean
exporting African hair to rich countries. On the contrary, African women adorn themselves with
hair from other continents. Many small dealers contribute to annual sales amounting to US$6 billion.
One of them is Poppina Djemellas in Port Elizabeth, South Africa
Ms. Djemellas, how did you become a hair
dealer?
I used to be a customer myself. When the
woman from whom I got my hair stopped
working, she connected me up with her
Brazilian supplier. Since then, I’ve been his
salesperson here. That way I earn a little
money to pay for my rent and my food.

A student job became a good
business: Poppina Djemellas has
already sold 10,000 complete
heads of hair

What’s so special about hair from Brazil?
I’ve always been a fan of Brazilian hair. It
has a better quality than our hair in Africa.
Besides, every woman likes to wear a
different hairstyle sometimes. Even when
I was a child, I liked to wear my mother’s
Brazilian wig. The women in my family
like this hair because it’s very durable.
Because I’m athletic, I need real water-resistant hair, and I don’t want to spend a lot
of money on it every month. I really like
Brazilian hair, because it costs me about
US$100 and lasts a whole year. My customers feel the same way. They also want
hair of this quality. After buying hair from
Brazil, they go to a local hairdresser, or
they make their own wigs or hair extensions. Lots of women here have a knack for
it, and so do I.

Do see a future for yourself in the hair
trade?
What I’m doing here is almost the opposite
of what I’m studying, but I have the feeling
that I won’t be able to make a living from
electrical engineering alone. By contrast,
hair is already a source of income for me. I
normally buy hair and only replenish my
supply when I’ve sold all of it. I usually sell
all of my stock within a month. Why is
that? Because I offer good quality. You can’t
go wrong in the hair business, because hair
is always needed. If you’re a reasonably

skilled saleswoman, you can make good
money at it. There are so many women who
want to have beautiful real hair.
How does it feel to be a young
entrepreneur?
Through my hair business, I’m trying to
gain freedom. In Africa it’s difficult to
break out of poverty. Through this business
I’m inventing myself. We young people
are trying to live a different kind of life.
We’re breaking out of the tradition of our
grandmothers. We create our own brands
and work in a new way, especially through
online business. That makes it easier and
cheaper to do business than it used to be.
I don’t have to rent a salesroom, and my
customers can communicate with me at
any time. We use Facebook, Instagram,
and Twitter every day. The Internet has be1  ⁄ 2017 the magazine from evonik industries

come a part of us. I stay in contact with my
Brazilian supplier only via the Internet.
What are the typical characteristics of an
African businesswoman?
I grew up in the Congo during the war.
I lived in a village with my mother. No
matter what the weather, my mother went
to the nearest town every day and sold fish
and vegetables in the market. This spirit motivates me constantly, the way she
risked her life for us. Hard work is what
characterizes the African businesswoman.

Interview: Beatriz Miranda

Poppina Djemellas’ business page on
Facebook:
www.facebook.com/thedollfacts/

Photography: Hannah Minkley | Illustration: C3 Visual Lab

How did you make a living before you
entered the hair business?
I worked as a waitress. It was hard work,
with long hours. I’m studying electrical
engineering. It isn’t easy, so you really
have to apply yourself. I found it difficult
to combine it with my waitressing job.
It’s much easier for me to do that with my
present job. Now I can just sit, phone my
supplier, and talk to my customers, and the
money comes rolling in. I can even study
and chat with someone about her hair at
the same time. In the business I’m doing
now, my times are flexible.
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Half a billion people live in the European economic region, and
almost three billion live in the states that signed the Asia-Pacific
Trade Agreement. And these are only two of more than a dozen
significant supranational trade treaties. Some people acclaim these
treaties’ contribution to peace and prosperity, while others attack
them as unjust. This makes it all the more important to
know who is connected here with whom

North American Free Trade Agreement

Pacific Alliance

CAFTA-DR

Alianza del Pacífico

Central America-Dominican Republic Free Trade Agreement

free trade and integration

Mercosur

GDP of the member states
in US$ billion

Typology and Future

Mercado Común del Sur
customs union and integration

A typology of free trade agreements demonstrates the broad range of possible treaties. Generally the agreements regulate in terms of international law how the member states eliminate or
minimize barriers to trade while remaining economically autonomous with regard to the rest of
the world. Economic integration is usually an objective—a strengthening of the individual economies by means of closer cooperation. The degree to which agreement eliminates trade barriers
can be set as desired—it ranges from trade partnerships through customs unions (the establishment of a common customs area) or a common internal market to an economic and currency
union such as the EU.
The future of global free trade is difficult to forecast. Due to the political situation in the USA, it
is unclear whether the transatlantic or transpacific agreements TTIP and TPP will ever come into
effect. On the other hand, China is pushing forward with the negotiations for RCEP. The “Regional Comprehensive Economic Partnership” would comprise India, all of East Asia, and Australia, resulting in a market of more than three billion people.
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WHO IS SIDING WITH
WHOM?
Respective prices, 2015

Imports (in US$ billion)
Goods, 2015

Exports (in US$ billion)
Goods, 2015

Jahr des Inkrafttretens

Established

Member states

Established

Member states

Established

Member states

Established

Member states

1992

Canada, Mexico, USA

2011

Chile, Columbia, Mexico, Peru

2004

Costa Rica, Dominican Republic , El Salvador,
Guatemala, Honduras,
Nicaragua, USA

1991

Argentina, Brazil, Paraguay,
Uruguay, Venezuela
(currently suspended)

1994

Population of the
participating countries

2012

2006

1991

3,150 billion

560 billion

2.386 billion

2,294 billion

514 billion

1.553 billion

300 billion

227,1 million

376,9 million

291,2 million

CEFTA

ECOWAS

GAFTA

free trade

customs union

free trade

Evolution
The number of treaties registered at the World Trade Organisation has risen immensly since
1990. The bars show the number of treaties coming into effect and expiring; the curve shows the
cumulative announcements of active treaties. The dip in 2004 is due to the expansion of the EU
from 15 to 25 member states, which abolished the need for old treaties.

291 billion
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EEA

European Economic Area

Central European Free Trade Agreement

free trade and integration

Union Économique et Monétaire Ouest Africaine

Illustration: C3 Visual Lab

Established

Member states

Established

Member states

Established

Member states

Established

Member states

Established

Member states

2016

EU (Austria, Belgium, Bulgaria,
Croatia, Cyprus, Czech Republic, Denmark, Estonia, Finland,
France, Germany, Greece,
Hungary, Ireland, Italy, Latvia,
Lithuania, Luxemburg, Malta,
Netherlands, Poland, Portugal,
Ro-mania, Slovakia, Slovenia,
Spain, Sweden, UK), Canada

1992

EU (Austria, Belgium, Bulgaria,
Croatia, Cyprus, Czech Republic, Denmark, Estonia, Finland,
France, Germany, Greece,
Hungary, Ireland, Italy, Latvia,
Lithuania, Luxemburg, Malta,
Netherlands, Poland, Portugal,
Ro-mania, Slovakia, Slovenia,
Spain, Sweden, UK), Iceland,
Lichtenstein*, Norway

2006

Albania, Bosnia-Herzegovina, Kosovo* (UNMIK),
Macedonia, Moldavia,
Montenegro, Serbia

1994

Benin, Burkina Faso,
Guinea-Bissau,
Ivory Coast, Mali, Niger,
Senegal, Togo

1997

Algeria, Bahrain, Egypt,
Iraq, Jordan, Kuwait, Lebanon, Libya, Morocco,
Oman, Palestinian Autonomous Area*, Qatar,
Saudi-Arabia, Sudan, Syria,
Tunisia, United Arab Emirates, Yemen

21,6 million

114,9 million

EAEU

APTA

customs union

customs union and integration

preferential trade area

ASEAN-China Free Trade Agreement

free trade

free trade and integration

Established

Member states

Established

Member states

Established

Member states

Established

Member states

Established

Member states

1993

Burundi, Comoros, Democratic
Republic of the Congo, Djibouti,
Egypt, Eritrea, Ethiopia, Kenya,
Libya, Madagascar, Malawi,
Mauritius, Ruanda, Seychelles,
Sudan, Swaziland, Uganda,
Zambia, Zimbabwe

2014

Armenia, Belarus, Kazakhstan,
Kirgizstan, Russian Federation

2005

Bangladesh, China, India,
Laos, South Korea, Sri Lanka

1993

Brunei, Cambodia, Indonesia,
Laos, Malaysia, Myanmar,
Philippines, Singapore,
Thailand, Vietnam

2004

Brunei, Cambodia, China,
Indonesia, Laos, Malaysia,
Myanmar, Philippines,
Singapore, Thailand, Vietnam

1994

167 billion
68 billion

511 million
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2015

2006

2003

262 billion

2.573 billion

1.091 billion

416 billion

3.114 billion

1.163 billion

180,7 million

2.948,9 million

632,1 million

2005

2.773 billion
3.438 billion

2.010,1 million

1980

1990

2000

2010

* no economic data available
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ACFTA

ASEAN Free Trade Area
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SOURCES: European Union, CEFTA, International Monetary Fund, Population Reference Bureau (worldpopdata.org), Regional Trade Agreements Information System, UNESCAP, Wikipedia, World Trade Organisation (data and graphic on evolution)
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Asia-Pacific Trade Agreement

1,58
2.2

Eurasian Economic Union

1998

777 billion
743 billion

23 billion

COMESA

Common Market for Eastern and Southern Africa

1994

29 billion

27 billion

14.9

512 million

2007

44 billion

13,6

542,7 million

1994

1.995 billion
2.095 billion

14.9
32,7

2.350 billion

Announcements of inactive treaties

40

20

1950

2.393 billion

500

Cumulative number of active treaties
Announcements of treaties coming into effect

80

60

Greater Arab Free Trade Area

90.1

90.9

free trade

16.7

17.8
51,0

488.7 million

Comprehensive Economic and Trade Agreement

2,44
6.1

2016

CETA

Ready
to
Trade

For decades, countries large and
small have been joining in free
trade zones, with the aim of improving their economic performance. This process has created
some heavyweights
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“Globalization is basically
not reversible, and digitalization
is rapidly accelerating it even
further. The crucial question here
is: How are we shaping these
processes of change?”
Henning Vöpel, Director of the
Hamburgisches Weltwirtschaftsinstitut (HWWI)

