
LOGISTICS
- International -

Based in Germany, Logistics International provides complete  
logistics solutions including industrial contract logistics,  
warehousing, inland waterway shipping, bulk and container  
terminal operations, contract manufacturing in the chemical  
industry and related value-added services across European markets. 
The division is a leading logistics partner to the automotive, chemical, steel, aluminium, 
agriculture, paper and machinery industries. During the year under review, the division 
embarked on a strategic restructure of its businesses, which included consolidating its 
constituent businesses into two divisional pillars.
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FOR MORE INFORMATION 
The new divisional structure is presented on page 66. 



63
62 IMPERIAL HOLDINGS LIMITED 

Integrated Annual  Report  
for  the year ended 30 June 2015  

DIVISIONAL REVIEWS >  LOGISTICS 
INTERNATIONAL

Euro million 2015 2014 % change

Revenue 1 391 1 368 2
Operating profit 70 69 1
Operating margin (%) 5,0 5,0

Rand million 2015 2014 % change

Revenue 19 071 19 249 (1)
Operating profit 958 971 (1)
Operating margin (%) 5,0 5,0

Return on invested capital (%) 8,2 7,7
Weighted average cost of capital (%) 6,3 6,5

KEY DATA

OVER 

8 200
EMPLOYEES

OPERATES 600  
INLAND VESSELS 

2 MILLION M2 OF 
STORAGE CAPACITY 
(INCLUDING 20 
HAZARDOUS GOODS 
WAREHOUSES)

IN SOUTH AMERICA, 
OPERATES FOUR CONVOYS 
(FOUR PUSH BOATS AND 
48 BARGES) ON THE RIO 
PARANÁ

INJURIES  
PER MILLION  
KILOMETRES TRAVELLED: 

0,127
(2014: 0,114)

FATALITIES  
PER MILLION  
KILOMETRES TRAVELLED: 

0
(2014: 0)

KILOMETRES  
TRAVELLED: 

71 MILLION
(2014: 56 million)

TOTAL SCOPE 1 AND 2 CO2 
EMISSIONS OF 

306 441 
TONNES
(2014: 234 863 tonnes)

TOTAL FUEL USAGE 
(ROAD AND NON-ROAD):

95 124 
KILOLITRES
(2014: 87 469 kilolitres)

 FOR MORE INFORMATION 
on Logistics International’s sustainability 
initiatives, see the Sustainable 
Development Report.



MATERIAL ISSUES
 > Successfully implement new divisional 

strategy to achieve business and 
operational excellence. 

 > Enhance the brand profile of the division 
beyond that of its individual businesses.

 > Position the division’s capabilities in 
outsourced supply chain management to 
the market and realise cross-selling 
opportunities within and across its 
businesses. 

 > Diversify beyond mature industry sectors 
(steel, paper and coal) to unlock new 
growth opportunities.

The division offers complete supply chain 
solutions within specific logistics focus areas:

INLAND SHIPPING

Ideally positioned in Germany to connect 
to the rest of Europe as the leading inland 
shipping company in the region, with 
a dedicated fleet for gas, chemicals 
and dry bulk. 

CONTRACT LOGISTICS

Services clients’ requirements across all 
aspects of the logistics value chain, mainly 
in the automotive sector, with a view 
to applying its capabilities to adjacent 
industries.

PORTS/TERMINALS

Provides intermodal shipment of goods 
and operates bulk and container terminals 
in the main industrial centres along 
Germany’s inland waterways.

CHEMICALS LOGISTICS

A leading logistics and contract manufacturer 
in the chemical and related industries, 
mainly in the agriculture sector, with a 
view to applying its capabilities to the 
healthcare sector.

VALUE CHAIN

DIFFERENTIATORS
 > Well-positioned in demanding industries 

such as chemicals and automotive, and 
able to manage complex services and 
processes to the highest quality 
standards.

 > Ability to reproduce high-quality offerings 
in new industries and markets.

 > Offers an integrated portfolio of services 
across clients’ supply chains.

 > Well-established, long-term client 
partnerships as a basis for entering new 
markets.
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Value drivers Operating context

Economic conditions in Germany 
and Europe and the impact on 
international trade

 > The slow recovery of the Eurozone, and more 
specifically weak exports from Germany, are 
exerting pressure on Imperial’s volumes, rates 
and utilisation in that region.

 > Economic growth in Germany is expected to 
strengthen, driven by domestic and external 
demand1.

 > Structural problems in the Eurozone, if left 
unresolved, could impact future growth 
potential.

Ongoing trend of outsourcing supply 
chain activities in core markets

 > Industrial and manufacturing businesses 
focusing on core business, resulting in 
outsourcing of certain aspects of their supply 
chains which provides opportunities for the 
division given its complete logistics offering.

Client demand for full service offerings 
and global reach

 > Demand for full service offerings and 
international capability continues.

Competitiveness within the logistics 
industry

 > Continuing trend among logistics providers 
towards full service offerings and global 
expansion.

 > Consolidation of logistics providers continues.

Effective response to regulatory changes 
in domestic markets

 > Euro 6 emissions standard requiring 
conversion to compliant trucks which will 
benefit from a lower toll rate.

 > German minimum wage law could 
significantly impact on the transport and 
logistics industries.

Advancements in information 
technology as an enabler of competitive 
advantage

 > Use of information technology to enhance 
and automate supply chains is gathering 
pace, requiring partnership with clients in 
developing future supply chains.
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1  OECD Economic Forecast Summary (June 2015).



STRATEGY
The Logistics International divisional strategy 
was approved by the Imperial board in March 
2015. The impact of the strategy is far-
reaching, with its over-arching objective being 
to drive organic growth through competitive 
client value propositions and operational 
excellence, supplemented by appropriate 
acquisitions. 

Geographically, the division’s primary focus 
remains mainly on Germany (the biggest 
logistics market in Europe) and some strategic 
hubs in Europe given the significant potential 
for industries to outsource aspects of their 
supply chains. 

Implementation of the strategy is divided into 
various work streams which will be 
undertaken in a phased approach, with a 
number of work streams already underway. 
The initial phase sets operational targets 
relating to the division’s focus on supply chain 
services within specific industries. These have 
been fully communicated to operational 
management. 

To simplify business structures and to drive 

business excellence, the division is 

restructuring its businesses according to its 

service offerings and implementing a new 

management structure, as well as enhancing 

the related corporate management tools and 

processes. As from 1 July 2015, the division  

is structured along two simplified pillars: 

Imperial Transport Solutions and Imperial 

Supply Chain Solutions, with shared services 

at the centre. The management restructure at 

senior management levels is complete, with 

subsequent levels in progress. A new 

enterprise resource planning system will be 

implemented to improve management 

control across the division. 

A core project team reporting directly to the 

divisional CEO manages all initiatives 

associated with the restructure, and training 

and development programmes are being 

aligned to the new strategy. A development 

programme was launched in 2014 targeting 

young professionals covering topics such as 

leadership and managing complexity and 

change. A guideline for required leadership 
competencies was also launched, which is 
used as a basis for further training and 
development activities.

A new marketing and sales capability is being 
implemented to strengthen the division’s 
ability to realise opportunities in outsourced 
supply chain services (warehousing, contract 
logistics and manufacturing) in the mature 
European operating environment. With a view 
to promoting organic growth, increase market 
share and drive cross-selling across the 
division’s businesses, a centralised sales 
function was established in July 2015 and a 
new customer relationship management 
system will be implemented.

To enhance the division’s brand profile a new 
brand strategy has been formulated to 
consolidate its disparate brands under one 
Imperial banner. The new corporate brand 
strategy, together with the new management 
structure, was launched at a leading industry 
event in Munich during May 2015. Together 
with the centralised sales capability, the 

LOGISTICS INTERNATIONAL

TRANSPORT SOLUTIONS SUPPLY CHAIN SOLUTIONSDIVISIONS

BUSINESS 
UNITS

> Shipping
> Road transport
> Intermodal

> Automotive
> Industrial
> Consumer goods/Retail
> Chemicals
> Healthcare
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consolidated brand will further strengthen the 
division’s ability to cross-sell its diverse 
offerings to deepen the penetration of its 
services into its clients’ supply chains.

A senior manager has been 
appointed to spearhead 
operational excellence 
initiatives to enhance 
efficiency and quality. 
The division strives 
to increase the level of 
standardisation and quality, 
for example various measures 
are in place to gather data 
on quality and efficiency 
in day-to-day operations. 

The division’s geographic expansion outside 
Europe will continue to leverage its clients’ 
internationalisation strategies by applying its 
existing capabilities and assets, where 
appropriate. This will ensure that growth into 
new jurisdictions provides an appropriate 
level of return on investment while limiting 
capital deployed. 

Within its domestic market, and given the 
relative maturity of its traditional industry 
sectors (steel, paper and coal), the division is 
evaluating opportunities to grow through 
acquisition. The division will concentrate its 
acquisition efforts on adjacent industries and 
services which have solid growth potential 
and are less exposed to cyclicality, such as 
healthcare, aviation, and consumer goods, 
based on existing expertise, capabilities and 
client relationships. 

With CO2 emissions relating to inland water 
shipments being 70% lower than for road 
transport, the division accounts for 29% of 
heavy fuel usage and 31% of the group’s 
Scope 1 emissions. However, recognising that 
clients are increasingly incorporating 
sustainability considerations into their decision 
making, fuel efficiency is a major 
consideration within the business. Key focus 
areas for the division included achieving 
efficiencies in the bunker oil consumed by 
barges through greater operational 
efficiencies, and upgrading its fleet to Euro 6 
vehicles in line with legislative requirements.

 FOR MORE INFORMATION 
see the Sustainable Development Report.

PERFORMANCE
The financial performance for the year ended 

30 June 2015 is presented against the 

previous divisional structure, comprising the 

Inland Shipping, Lehnkering, Panopa and 

Neska businesses. 

Logistics International’s operating profit in 

euro was slightly up on the prior year, 

impacted by slow economic growth which 

suppressed volumes, rates and utilisation in 

most Eurozone logistics sectors. Revenue and 

operating profit were up 2% and 1% 

respectively in euro.

This division showed an improved result in 

the second half, recording a 13% increase in 

operating profit in euro. However, for the 

financial year, the marginal increase in 

operating profit to O70 million was below 

expectations, impacted by a decline in dry 

freight rates in the European inland shipping 

market and generally muted activity levels in 

most of our clients’ sectors in Europe. The 

strengthening of the rand against the euro 

undermined the rand-denominated results.

Transport volumes across the German inland 

shipping industry were down and 

overcapacity depressed freight rates. The 

contract in South America, which commenced 

in February 2014, is performing in line with 

expectations and contributed positively for 

the year.

Lehnkering, comprising road transport, 

warehousing, distribution and contract 

manufacturing of chemicals, experienced 

mixed results during the year. Persistent 

drought conditions in the Western United 

States and lower volumes in the chemical 

manufacturing services business in Europe 

depressed the manufacturing performance. 

This was offset by a good performance from 

the chemical transport, warehousing and 

distribution businesses.

Neska, the terminal operator, experienced 

declining volumes (mainly paper and dry 

bulk) due to increased competition and muted 

activity levels. The intermodal business 

performed better, buoyed by improved 

container volumes.

Panopa, which provides parts distribution and 

in-plant logistics services to automotive, 

machinery and steel manufacturers, 
performed well in the second half, recording 
good growth in revenue and operating profit. 
Despite good revenue growth from new 
contract gains for the year, margins were 
depressed by high start-up costs and 
operational inefficiencies on a new project in 
the first half of the year. 

NET CAPITAL 
EXPENDITURE OF 

R1,2 
BILLION 
(2014: R1,1 BILLION) 

Most of this was invested in two additional 
convoys commissioned during the year in 
support of a 10-year contract for the transport 
of iron ore from Brazil along the Rio Paraná to 
a steel mill in Argentina. 

The success of this contract is evidence of the 
division’s ability to transfer core capabilities to 
new markets, which will continue to be a 
focus in the year ahead.

OUTLOOK
Looking ahead, real growth in revenue and 
operating profit in euros is expected in the 
2016 financial year. The division’s focus on 
strengthening its position in current niches, 
entering adjacent sectors through targeted 
acquisitions, and growing its international 
presence is expected to increase volume-
driven operating profit, additionally driven by 
a stronger sales and marketing focus and the 
ongoing outsourcing trend. 
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