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Session-2

Green Products and Services from
Matsushita Electric Industrial

Ladies and gentlemen, I am Shinichi Imai
of the Corporate Environmental Affairs Division
of Matsushita Electric Industrial Company. I
will be talking to you today about the “Green
Products and Services” of my company.
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I would like to begin my presentation by
profiling our company and explaining our
Business Vision and Environmental Vision.
After that, I will explain how we evaluate
green products and services at Matsushita, fac-
tor X calculations and eco labeling. As the
third part of the presentation, I will explain
about our Light & Trust Service, a new eco-
friendly business model of ours. This Light &
Trust System is a good example, in my opin-
ion, of the product service systems (PSS) that
are the main theme of this workshop. Finally,
I will mention our strong determination on so-

cial contribution in the 21st century.

1. Company Profile, Business Vision and
Environmental Vision

Matsushita Electric Industrial Co., Ltd.
Shinichi Imai

MCOmpany Overview

Name: Matsushita Electric Industrial Co., Ltd.

Head Office: Kadoma City, Osaka

Date founded: March 7, 1918

Capital: ¥258.7 billion

Net Sales: ¥7,479.7 billion(Consolidated for FY2003)

Employees: 290,493 (Including 371 consolidated
subsidiaries)

Global brand slogan: i

The headquarters of Matsushita Electric
Industrial (MEI) are in Kadoma-City, Osaka.
The founded 1918 by
Konosuke Matsushita. Consolidated group sales
for 2003 were ¥ 7.5000 trillion. Globally, the
group has about 290,000 employees. Until re-

company was in

cently, MEI has used the two brand names of
National and Panasonic, but as of April 2003,
all products, except for home appliances sold
in Japan, were unified under the Panasonic
label. The global brand slogan is “Panasonic
ideas for life”. This “ideas for life” carries the
message that the “worldwide workforce of the
Matsushita Group continues to provide valu-
able ideas that help consumers better their
lives and help society to develop through de-
velopment, manufacture, sales and services.”
By business segment, the consolidated
sales of ¥7.5000 trillion break down into 19%
for audio visual equipment such as TVs, DVD
recorders and digital cameras, 29% for infor-
mation and communication equipment such as
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m Segment Information

[Sales by business segment} { Sales by market }

billion

cellular phones, personal computers, facsimiles
and car navigation, 16% for home appliances
such as refrigerators, air conditioners and
washing machines, 15% for devices such as
semiconductors and electronic components, and
10% for other products such as electronic
component mounting machines.

By region, these sales break down into
46% from Japan, 18% from the USA, 15%
from Europe and 21% from China and other
Asian countries. The ratio is 46% domestic to
54% overseas, but we believe the share of
overseas sales will raise even higher centered

on business in China.

m Business Vision

Two Big Business Visions for 2010 at MEI

1. Contribute to the formation of a
ubiquitous network society with
proprietary advanced technology.

2. Contribute to mankind’s coexistence
with the global environment
with proprietary environmental
technology.

MEI has two business visions to take us
up to 2010.

@ Contribute to the formation of a ubiqui-
tous network society with proprietary ad-
vanced technology.

@ Contribute to mankind's coexistence with
the global environment with proprietary

environmental technology.

We believe “coexistence with the global
environment” is the theme not only related to
products, services and production activities but
to be emphasized in all aspects of operations
on down to how we act as a company and

how each individual employee of ours acts.

Environmental Vision

The Matsushita Group contributes to “mankind’s
with the global envi through ET2.

New challenges to New challenges to
green products clean factories
. . Stronger
Environment and GO€Xistence with the i
energy business  global environment recycling
initiatives

Green
and distributi

and
human resource
development

m Environmental Technology &

Ecological Thinking

We also adopted an Environmental Vision
and Green plan 2010 that are linked to these
Business Visions, in October 2001.

What we mean by “the Matsushita Group
contributing to mankind's coexistence with the
global environment through ET* ” in the chart
is that we will promote environmental activi-
ties on the synergy of Environmental
Technology and Environmental Thinking.

This Environmental Vision is divided into
7 areas of activity, and concrete targets have
been set for each area activity in our Green
plan 2010.

This chart describes the first half of
Green plan 2010, which explains concrete tar-
get to be achieved in 2005 and 2010 in four
area activities: “new challenges to green prod
ucts”, “new challenges to clean factories", “n
ew challenges to product recycling” and “envi
ronment and energy business activities”.
Among these area activities, new challenges to

“green products” and “clean factories” are es-
pecially important. I will explain how we cal-
culate the global warming prevention rate and

resource conservation rate of green products
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EEJ Green Plan 2010 (1)

uConcrete action plan to achleve the environmental vision

Referance year: FY2000 Global targets

Hem 2005 target _ 2010 target
Now Global warming | ®Improve global warming prevantion rate by 30%. ®Improve by 50%
challenges to | prevention
“:‘d'l‘. - Chemical ® Abolish use of lead, cadmium, mercury, hexavalent
B chromium, bromine and chiorine flame retardants.
3R's pr rate by 50%. ®Imprave by 70%
Product © Develop product lines with 70% green products. ®Improve to 0%
New Global warming | ® Reduce CO2 unit emission by 5%. ©Reduce by 10%
0 ||EE=Tm © Reduce CO2 emisslons to FY1990 level :£0%(Japan). | ®Reduce by 7% (Japan)
clean factorles
Chemical © Reduce uss, dlscharge and transfer by 40%. ©Reduce by 60%
Wasto © Roduce quantity per urit sales by 10%. ©Roduce by 20%
Water por unlt sales by 5%. ©Reduce by 10%
Production © Bulld production methods and schemes that
methods and officiently use resources and energy.
schemes.
Stronger product recycling © Establish system for expanding product lines. ©Establish recycle
®Improve recyce rate. systom for all home
appliance products.
Environment and energy business | ® Develop home fuel cll Ful-flodged spread of
Initiatives the system.
g ™ ©Expand the business.

later in my presentation.

I won't go into details of each and every
item, but what is important here is to set tar-
gets in specific figures.

EE] Green Plan 2010 (2)

tom ] 2010 target
Groon marketing | Resource ©Reduce resource consumption In sales activities
and distribution | conservation by using Intomet. 8 intruein sl o s salort
Global warming | ® Promota modal shift In distribution. vehicles.
Brevention
communication | disclosurs development report.
©Publish sits reports.
@ Promots with all
Corporate cltizen | ®Develop LE (Love the Earth) activities outside of | @ Bulld LE activity network
activities company. between business.
©LE famlly expanslon: Increase to 50% or more of | ®lncrease to 80%.
all employe familles.
a functior ns In each
structure area of the world.
human resource
Personnel ©Bulld environmental education curriculum for all
davelopment sl e
assessment accounting system. accounting system In
system © Reflect anvironmental load reduction of products | Performance evaluations.

and business

This chart describes the last half of Green
plan 2010, which includes “green sales and di
stribution”,  “environmental communication”,
and “environmental management and human

resource development”.

2. Green Products

(Factor X and Eco Labeling)

This section explains how we calculate
Factor X for products and Eco Labeling prac-
tice at MEL

First, the global warming prevention rate
and resource efficiency of new products are ob-
tained. These numbers are compared against past
values and the factor for global warming pre-
vention and resource efficiency are computed.

This figure gives the factor X of existing

m Eco-efficiency and Factor X

GHG efficiency =
(Energy use index)

Product life * Product function
GHS emissions over entire lifecycle

_ Product life X Product function
Resource consumption over entire lifecycle

Resource efficiency
Resource consumption ever entire Ilfecycle = Newly consumed reseurces + Discarded resources
Newly consumed resources = Input resources — 3R’s raseurces
Discarded reseurces = Inout resources — 3R’s applicable reseurces

GHG factor =

GHG efficiency of target product

GHG efficiency of reference product
Resource efficiency of target product
Resource efficiency of reference product

Resource factor =

m Factor X Examples

CFC/HFC-free | Air-conditioner Natural Fluorescent
refrigerator rofrigerant heat| light bulb
pump water | “Parukku Ball”
heater
Product '—l il ] E
— -
el—
L}
GHG factor 5.2 31 24 41
Resource factor 1.0 14 1.2 22
Refercace product | MadeIn 1991 | Madein1990 | Madeln2000 | '"C2pdescont
1.6x heating 1.2x hot water
Product function 1.0x capacit storage capach 1.0x
Product life 1.0x 1.0x 1.0x 6.0x

products at MEI. For example, a CFC-free re-
frigerator has a 5.2 global warming prevention
factor compared to a refrigerator from 1991.
This refrigerator uses isobutane as a refrigerant
and cyclopentane in the place of foamed ure-
thane insulation. It also employs vacuum insu-
lation that greatly reduces power consumption,
hence enabling a high factor of 5.2. The fluo-
rescent light bulb lasts six times longer than
incandescent bulbs and consumes but one-forth
the energy, therefore it has a global warming
prevention factor of 4.1 and a recourse factor
of 2.2.

Some of the “environmental labels” that
tell consumers about the eco-friendly products
of the Matsushita Group are shown in the fig-
ure above. Until now, separate labels were
used for the Panasonic and National brands,
but as of April 2003, a single type of label
has been used. Labels bear a symbol mark and
comply with 1ISO14021.
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“Environmental Labeling” at MEI

Basic policy
p .

. E col feature of the ita Group
Shown in product catalogs and attached to product and packaging to
promote the product.

« Integrates “feature sticker” used previous by brand.
o Linked to GP products of the Matsushita Group.
« Complies with “Type Il Environmental Label” of ISO14021 .

2. Use also as a symbol mark of i p ivities at MEI.
New environmental labels Example use as symbol mark

Shipping container

i
& |

panasonic

Iecok

The new symbol mark is used elsewhere
besides eco-labeling. For example, it appears
on rail containers, which are replacing truck
transport.

3. Product Service System
(Light & Trust Service)

Now | would like to introduce a new eco-
friendly business model of MEI. Before mov-
ing on to detail explanation on Light & Trust
Service, let me talk briefly on Future Image of
Manufacturing (‘Smile Curve’).

m Future Image of Manufacturing (Smile Curve)

Devices Service

Sets solutions

Strong product Business
Strong device development models for
development  Speedy production service points

>
(-3
-3
(1]
(-5
<
]
=
(]

The added-value of manufacturing can no
longer be enhanced by “Sets” alone, and
source of added value has become diversified:
“Devices” to “Service solutions”. Furthermore,
even greater value is born by linking these
elements. So, it is important to build a new
business model that generates synergy among

“Devices", “Sets” and “Service”.

I would like to introduce one example of

m Overview of Light & Trust Service

« 3 Service company retains the \
Whet utl&mhw B . o of 8 tlrp & 'j
Rovded § contracted term”

service-oriented business models of MEI, “Lig
ht & Trust Service,” a new approach to selling
fluorescent lamps for business use.

As you may know, fluorescent lamps con-
tain a small quantity of inorganic mercury on
the inside, which makes disposal of used
lamps troublesome for users (businesses). The
Light and Trust Service offers something func-
tional rather than physical such as a fluores-
cent lamp. While wunder contract, the
fluorescent lamp belongs to a service com-
pany, therefore it is their responsibility to dis-
pose of the fluorescent lamp when used. The
user buys only the service and need not worry
about waste treatment.

Current State of Disposal of Used Fluorescent Lamps

1. Related laws and regulations
) Responsibility of (bdag+ : i)
Stronger p——
waste and e ) J e Rocyel bosod Soiety

recycling laws

- Responsibility of national/ ‘ Law on Promoting Green Purchasing
local J 2001)
2 Discharge of fluorescent lamps

@ 160 million fi lamps for busii a year
@ Proper disposal required
3. Current waste situation
@ Shortage of final disposal sites
@ Global environment adversely affected by landfill of broken fluorescent lights
@ Glass, metal and powder: Ui d— Wasted r

If you think a moment about the current
state and future of disposal of used fluorescent
lamps, the first thing that comes to mind is
that environmental laws and regulations have
been enacted and they have spell out the re-
sponsibilities of manufacturers and dischargers:
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Extended Producer Responsibility (EPR), re-
sponsibility of discharger, green purchasing -
there seems to be no way to get around.
Today, some 160 million fluorescent lamps for
business use are disposed of every year, but
disposal costs are escalating due to the short-
age of waste sites. Moreover, simply burying
broken fluorescent lamps adversely affects the
global environment. And, it will end up in
wasting resources if lamps are disposed of
without first separating the glass, metal and
fluorescent powder in them.

Light and Trust Service Scheme

Customer

Collection :Q,m Ia? 18014000 certified business,re/tc/‘ \
4 oot Lamp
. = leasin
e Dy /
Transpdrt Exciumive Ent )
(Responsibility of discharger) e
Processing W I:ampules i

consignment
contract

The service is provided by an authorized
dealer of MEI. Users contract the service with
this dealer. The dealer provides the lamps, col-
lects them when used and transports them to
an intermediary handler of lamps. Actual col-
lection and transport is outsourced by the
dealer to a licensed operator. MEI sells the
lamps to the dealer.

This system satisfies both the user's busi-
ness needs (distribution of initial costs, reduc-
tion in running costs, reduction in waste

treatment costs, etc.) and environmental protec-

m Lizjie & Trust Service Is Buih Ecunurriezl and Eco- frizndy

Business Environmental
management ﬁ%
Distribution of initial costs
Reduction in running costs
RESpONSIAlIIOHASCHArEer |
Reduction in waste <
processing costs ‘

Light and Trust Service

ZEYOIETTASSIONS)

tion needs (attainment of zero emissions, ful-
fillment of discharger responsibilities, etc.).
This service was launched in April 2002 and,
as of June 2004, it has been contracted by
some 380 businesses.

4. Social Contributions in the 21st Century

Finally, 1 would like to close my presen-
tation with expressing MEI's devotion to social
contribution in the 21st century:

n Social Contributions in the 21st Century

Advent of a “ubiquitous network society” and
the need for mankind to seek coexistence with
the “global environment” ...

In these changing times

The Matsushita Group ...
Will continue delivering “security, safety and
appeal” as well as “dreams and excitement” to
customers around the world.

idoas for lite

Thank you very much for your kind at-
tention.
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Session-2

Environmental Benefit of “Rental Business”

Consumption behavior that until now has
been based on the mass-consumption of re-
sources and business activities that are the pre-
text to that behavior are today at a big turning
point.

Problems  associated  with  abnormal
weather patterns, such as global warming, acid
rain, desertification and resource depletion, are
now seen as real problems for our children. It
is commonly recognized today that the time
has come for individual consumers and
businesspeople to change their systems of val-
ues and economics.

In these times, it is necessary to go be-
yond the simple relationship between business
and customer providing products for consump-
tion as has been practiced until now, and pro-
vide a combination of products and services
that can satisfy customer needs by generating
the maximum effect with the bare minimum of
materials.

In that sense, “rental” may be one advan-

Environmental Advantages of “Renting”

(DEnvironmental impacts can be managed across entire
life cycle of product.

(@Similar used products can be collected and mass-
processed

®Can reduce quantity of introduced products by
improving recycle technology.

@Repairs are possible before repairs become impossible.
X Can use best repair method.

®Products can be designed for secondary use.

®Can provide products when needed.

Duskin Co., Ltd.
Toshiki Yoshimura

tageous direction in “providing combinations
of products and services”.

First of all, the environmental benefits of
renting with Duskin can be generally summa-
rized in the following six items. However,
Duskin has not exhibited these benefits in full.
If we look at them as the essence of “rentin
g with Duskin,” the possibilities have yet to
be sufficiently understood and put into action
by all parties, so the full advantages have yet
to be manifested. Duskin continues to evaluate
the situation.

[1] Environmental impacts can be managed
across the entire life cycle of a product.

(DEnvironmental impacts can be managed across the entire product

lifecycle.

[Manufacmre]b [ Use ] D [Recycling ] D [ Use ] e D [ Discard ]

Chemical substances Chemical substances

Recyclable materials Energy- and resource-
Recycle design saving

emissions

Surpokoo1 00g
PIBOSIP 007

By renting, customers can take advantage
of the same products and features that they
normally would buy, except that product own-
ership is not transferred to the customer. The
product is managed as property of the business
until the very end.
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All products are made with resources ex-
tracted from the earth. They sometimes are
washed, repaired, or consumed parts are re-
placed, until the product is ultimately inciner-
ated or buried and, hence, partially returned to
the earth.

When renting, all elements regarding the
product other than usage - that is to say, recy-
cling and disposal of used products - can basi-
cally be managed as planned by the business.
The big advantage here is that the business
knows how the product is treated when it is
time for disposal; products made of biodegrad-
able plastic would not be incinerated, which
would defeat the entire of purpose of their
construction.

With Duskin products, the specifications
are determined based on how they will be re-
cycled or, in other words, based on tempera-
ture, detergent compatibility, how easy and
safe it is to treat wastewater from washing,
and whether to incinerate, bury or recycle the
product when discarded.

With so many different ways of handling
a product, the care that went into product de-
sign may be wasted, or product specifications
may be designed in excess of what is normally
necessary in order to take into account the
worst possible handling scenario.

Usability
,Function

Resources

Product desig
Maximum
effect

Waste
recycling

Recycling
method

100% recovery
Promised 100% recycling

Moreover, another big advantage of rent-
ing is that all products that are rented out are
returned (or at least are supposed to be

61% (266,000t) of discharged PET bottles are recovered.

PET bottle turnout and recovery rate
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39% (225,000t) of discharged PET bottles are not recovered.

PET bottle turnout and recovery rate
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Council for PET Bottle Recycling
returned).

Recently, PET bottle recovery systems
have rapidly been built and the recovery rate
is uncommonly high. Nowadays, 60% or more
of all PET bottles are recovered. Last year
alone, more than 260,000 tons were recovered.
However, when this same graph is looked at
from the opposite approach, more than 220,000
tons have not been recovered. Though some of
it appears to be recycled via other routes such
as in China, even so, about 200,000 tons of
the material held a beverage only once before
becoming waste. Looking only at the amount
discarded, the entire turnout of the year 1996
turned into waste. To recycle PET bottles,
there are a number of technologies and consid-
erations involved, but 220,000 tons of the total
produced vanished without any results. As
you can understand, it is very difficult to re-
cover an item once it has been sold. In that

sense, renting has a big advantage.
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Rental mats and mops are 100% recycled.
(5,000 t per year)
Dust is also used as a resource.

v Mops1,600 t (100%) \
>g >Mats 3,200 t (100%)

2 7 Towels 200 t (100%)
Total 5,000 t

asn A1e

>

F T Wastewater treatment sludge

| " 4" (Dust solidification) 21,000 t per year
\" f.":'l--u'l.‘t /

Cement

Duskin uses a product repeatedly and, if
it cannot be used any longer, it is converted in
various ways. All mops, mats and towels are
used either as fuel or materials for cement.
Moreover, the dust that clings to these mops
and mats equates to 21,000 tons a year, but all

of it is used as cement material.

As of 2004, Duskin started recycling all mop handles, air
purification systems, etc.

As the next step, Duskin initiated activi-
ties to recycle all mop handles and air purifi-
cation systems this year. Operations are

already underway in the Kanto area.

[2] Similar used products can be collected
and mass-processed.

The rental products collected from cus-
tomers are grouped by category and mass-
processed. Thus, the most effective dedicated
equipment can be used and fewer supplies are
needed. Especially with washing, it does not
take twice the water, detergent and energy to
wash two items. There is a major benefit in

(@Similar used products can be collected and mass-processed .

By bulk washing,
water and detergent consumption reduces by 1/5 ~1/2.

s

>
Factory

Technology and equipment advance constantly.
Mop washing time and water and detergent consumption today are 2/3 of that 10 years ago.

Home

grouping items because the same water, deter-
gent and temperature can be used with product
A and product B.

Compared to the small laundry loads done
at home, washing at Duskin's factories requires
anywhere from one-fifth to one-half the water,
detergent and energy, and in some cases even
less. Of course, there are products that cannot
be recycled without special equipment and,
hence, must be discarded.

We continue to make progress with prod-
uct materials, construction and recycling tech-
nology. For example, the resources used to
wash mops are two-third or less than those
used 10 years ago. Since the effect is only
needed for a limited number of products, such
as the mops and mats we designed, we have
many processes that would be viewed as il-
logical by other cleaning operators.

[3] Renting can reduce the quantity of products in-
troduced by improving recycling technology.
Duskin products are used 20 or more

times on the average. In other words, even if

100 persons were to use a given product, we

would only need to introduce 5 new products.

Since Duskin believes that the fewest products

there are the better it is, we are naturally put-

ting a lot of effort into long-lasting products
and highly recyclable products.

In short, by making less, Duskin makes
more (profit).




®
IGES International Workshop 2004 on "Business and the Environment"

specialized repair tools and techniques, we

@ Can reduce quantity of introduced products by improving recycle minimize the number of products that would

technology.

be discarded due to breakage before the prod-
A single product is used 20 times on the average. uct reaches the end of its service life.

[S] Products can be designed for secondary use.
: Duskin has long considered a product at
the end of its service life as a “treasure” not
to be discarded. Our workforce focuses knowl-

Quantities can be sustained with 5% new products. . . .
edge on whether there is anything useful in

these treasures that can be used for new needs

of society. We call this a “treasure hunt”.
[4] Repairs are possible before repairs be- There are many home products that, at
come impossible. the end of their service life, are turned into in-

dustrial products and used over and over

@ Repairs are possible before repairs become impossible. again.
M Can use best repair method.

At Duskin, a single product changes
shape and form as it is used. And, when it
can no longer be used in that form, it is recy-

cled.
®Products can be designed for secondary use.
]
F 1 ‘?{ =
Lo -
. s g £ Approx. 6% Recycled for
Most products do not break beyond repair ‘ﬂ discard/month apiabin
New Hom
right away. Duskin ot
More than half of the products that are For home use > For industrial use
discarded because of breakage started with
minor damage that got bigger or minor dam-

age that led to fatal damage.

It goes for homes, cars and electric prod-

ucts: if a small leak or damage, loose screw or

Usability
,Function

broken part goes unnoticed and is left for a Resoutces

period of time, irreparable trouble can occur.

Product design

Similarly with Duskin products, small Maximum effect

Waste
recycling

breaks and tears, and part damage and deterio- Recycling

ration occur, but since the product is inspected method

at our factory every 2 or 4 weeks, repairs can
be made before fatal damage that would re-

Secondary use
quire the product to be discarded occurs.

Moreover, since we are always developing
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[6] Renting can provide products when needed.

® Can provide products when needed.

Right now, this would be best!

Can provide what is needed, when it is needed and in the needed quantity.
No need to buy in bulk or prepare excess specifications.

When a person wants to buy something,
often he or she thinks up various ways to buy
it, such as buying large quantities at a low
price or buying a slightly larger size. As a re-
sult, extras may become old and may be dis-
carded without even being used, or the product
may be too large to be used.

And, at times, it feels like torture not to
be able to purchase a newer and better product
just because some old ones are still left over.

In this regards, renting allows you to ac-
quire only what is necessary, at the necessary
time, and in the necessary amount. If, while
using a product, the situation changes and a
larger one is needed, it suffices to change out
the product or the quantity as needed. And,
products that are no longer used are not dis-
carded but are used by someone who has need
for them. Therefore, customers can use the
product that best suits their needs.

Overall reduction in environmental load- - - Renting

Recycling

Eco product

In this way, renting has various advan-
tages. Nonetheless, we as a provider must no-
tice and understand the situation and deliver
advantages that can be appreciated by custom-
ers and society.

As a final note, Duskin still relies on ma-
terial things in some respects. That is because
we are paid according to how many products
we rent. If we were to double sales in this
way, we would have to recommend to custom-
ers to consume twice as many resources. This
is a serious dilemma.

But, when think about it carefully, a cus-
tomer's need for a cleaning product is not a
true customer need. He or she wants to use
the cleaning product to clean somewhere. He
ore she may attain his or her objective more
effectively using a tool other than the selected
product, or there may be other products or
services that can do the job.

Furthermore* * * Duskin in the future

From providing just products—To providing both products and
services

‘Example’

ermination system

Periodic checks and adjustments

Extermination service
I'T want insecticide spread around. ]—TT want to keep my place bug-free. ]
By interpreting needs
insecticide use has been reduced by 1/100 ~ 1/10,000.

For example, the extermination services
that Duskin provided in the past used the same
general method of spreading large quantities of
insecticide underneath floors at the customer's
request. The service aimed at ridding homes of
infestations and preventing infestations in
places where they were yet to happen.

Nevertheless, what customers really want
is to never ever be overrun with insects.
Today, the recommended approaches are to
identify the initial stage of insect infiltration

and use only the bare minimum of chemicals
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needed or, with termites, use only a very small
amount of a specially adapted chemical that,
when eaten by larvae, prevents their develop-
ment into adults. By using a method based on
early discovery and forcing insects out before
they proliferate, the job can be done with any-
where between one-hundredth and one-ten
thousandth the original dose of the chemicals.
Because the objective of these chemicals is not
to directly annihilate entire communities of in-
sects, safety is improved.

If Duskin had introduced a pricing system
based on the amount of insecticide used, this
kind of approach would never have been
adopted.

We see “providing a combination of prod-
will be
granted more importance than “providing prod-

1,9

ucts and services,” or service's

ucts only” in order to bring customers more
“benefits”

Nevertheless, as we said before, Duskin, in

assuring safety and satisfaction.
some ways, has not escaped from the system
of collecting payment for products provided.

Since our founding, Duskin has carried
out business as a “unification of discipline and
economics”. Duskin will continue to develop
eco-friendly business so as to enjoy the safety,
security, and high trust of our customers and
society.

Thank you for your support.
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Session-2

Environmental Business of Sagawa Express

Environmental Preservation Promotion Department, Sagawa Express Co., Ltd

Ladies and gentlemen, as you just heard
me introduced, I am Kyoichi Bessho of
Sagawa Express. I would like to thank the or-
ganizers for having me here today. So, let me
get started. 1 will be talking about our envi-
ronmental activities at Sagawa Express.

TRANSPORT!

Company Overview ‘s‘i‘g“iﬁ‘a
Sagawa Express Co., Ltd.
Head Office  Kyoto
Founded March 1957
Employees Approx. 40,000
Vehicles Approx. 20,000
Branches 9!
Offices 335 = -
Sales Approx. ¥760 billion (Consolidated),

¥720 billion (Unconsolidated)

Approx. ¥42 billion (Consolidated),
¥39 billion (Unconsolidated)
As of Mar. 2004

A Copyright SAGAWA Expres o, q

I would like to begin with an overview of

Profits

the company. Our headquarters are in Kyoto.
The company was founded in 1957, starting
with that Kiyoshi Sagawa, the founder of our
company, transported commercial freight as a
handyman between Kyoto and Osaka. Our
main line of work is B-to-B freight, which has
been around for some time, but as of recent,
we have been handling an increasing amount
of B-to-C packages. By the way, Yamato
Transport started out with C-to-C, but I hear
they have pretty much moved into B-to-C.
There will be a brief explanation of that later.
We have about 40,000 employees and a vehi-
cle fleet of 20,000, consisting predominantly of
delivery trucks. We have 335 offices across

Kyoichi Bessho

Japan, while consolidated sales were ¥ 760
billion with ¥42 billion in profit.

s o PTEE RANSPORT!
Environmental Protection Activities of Sagawa Express (Start) COMMUNICATION]
SAGAWA

1997 ... United Nations Framework Convention on Climate Change (COP3) staged in Kyoto.
Kyoto Protocol adopted: Greenhouse gas reduction targets ... Japan 696, USA 7%, EU 8%
B e

3

[ Sagawa launched Eco Project Promotion Committee. ]

All directors sit on committee.
As a transporter whose primary means of transport is the truck,
13 A TR GRS : i
1T is the most important issue to address.

Global warming prevention: CO, reduction Started introducing low-

emission vehicles and

Vehicle pollution prevention: NOx and PM reduction promoting idling elimination.

¥ Environmental protection is a corporate responsibility.
Y Environmental protection activities are an important

i i —

In 1997, COP3 was held in Kyoto. This
was the year that our real environmental ac-
tivities got started, so the history of our activ-
ity is still rather short. With our headquarters
located in Kyoto, the local government and
others came asking at the time if we could
help out in some sort of way. We did not
have an environment section at the time, so
we launched an eco project promotion commit-
tee. The committee was chaired by our presi-
dent and filled with directors, hence it was a
decision-making body.

In our line of business, air is the most
important environment issue. There are two air
problems here, one is global warning, meaning
a reduction of CO2 (carbon dioxide), while the
other is vehicle emissions, which means a re-
duction of NOx (nitrogen oxides) and PM
(particulate matter). Since it is imperative that
these two air problems be solved, we quickly
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introduced low pollution natural gas vehicles
that same year. Another thing we did, which is
related to eco-driving, is to start instructing
drivers to “stop idling” when parked. As for
the company's stance on environmental protec-
tion, we of course view it as one of our social
responsibilities as a company and have also
positioned environmental protection activities

as one of our important business strategies.

TRAWSPORT]
o fvkd i A Vi

Events in Japan WA

1997... Adopted “Kyoto Protocol” at COP3.
(Set greenhouse gas reduction targets: Japan: 6%, USA: 7%, EU: 8%)

Nov. 2001 ... Final agreement‘made on Kyoto Protocol at COP7.
Basic policy of greenhouse gas reduction

Mandatory 6% reduction: Div‘iied into 3 stages from 2002 to 2012.

I “Guideline for Measures to Prevent Global Warming™ (Announced March 19, 2002) I

2002 emissions

1990 emissions
* 14% reduction required to attain 6% reduction target

Reduction level set
by Kyoto Protocol
set forth in Kyoto Protocol.

Oct. 2004... Created Green Distribution Partnership Conference.
(Ministry of Economy, Trade and Industry and the Ministry of Land, Infrastructure and Transport)
To promote activities to reduce CO2 in ion with duction and distribution industries. I

At COP3 in 1997, the Kyoto Protocol
was adopted and Japan promised to reduce

Measures for transportation industry

« Development and diffusion of low-cmission vehicles (Top runner
program)

« Greater efficiency in transport (Modal shift, etc.)

« Promotion of eco driving

©2002 gr gas emissi 2.2% over
previous year. Approx. 7.6% increase over 1990,

greenhouse gas emissions by 6%. This Kyoto
Protocol has reached a final agreement in 2001
and the Japanese government decided, as the
basic policy, to reduce greenhouse gas emis-
sions in three stages over a period of ten years
from 2002 to 2012. In March 2002, the gov-
ernment announced their Prospectus on
Promoting Measures for the Prevention of
Global Warming. Within that, as an undertak-
ing by the transportation sector, they specify
the “top runner” system whereby CO2 emis-
sions are to be reduced by developing and dif-
fusing low pollution vehicles without reducing
its fleet size. Another undertaking is efficiency,
which is a topic of discussion at this confer-
ence today. In our industry, this constitutes the
approaches such as a modal shift. Furthermore,
another thing that must not be forgotten is
education. As a company, we are addressing
the action of the transportation sector with
awareness activities for all stakeholders, which

necessarily includes employees, their families,
and the people in the communities where we
do business.

Though it says October, 2004 at the bot-
tom of the slide, it is not official yet. The
Ministry of Economy, Trade and Industry and
the Ministry of Land, Infrastructure and
Transport plan to stage “Green Distribution
Partnership Conference”. The purpose of the
conference is to jointly promote CO2 reduction
activities in the manufacturing and transporta-
tion industries. I have heard that this confer-
ence will be officially launched next year.

THAN EPORT]
o ek i A Vi

SAGAWA

Me [1] “Introduction of Low-Emission Vehicles”

1997...Started introducing natural
gas vehicles.

As of Oct. 20, 2004 - Are|
2,007 natural gas vehicles in fleet  approx 219 of allin Japan

Introduction of natural gas vehicles

‘97 | o8 | ‘99 | ‘o0 | ‘o1 | ‘02 | ‘03 Hokkaido: 15 -
Total natural gas
30 | 94 | 190 | 288 | 700 | 1110 | 1,647
( Tohoku: 30

Hokuriku: 7

Chugoku: 21

I trucks for areas where natural gas trucks cannot : 2
: be used (lack of fueling infrastructure) 1

One measure that we have taken is to in-
troduce low pollution vehicles. Since 1991, we
had been adding electric vehicles and methanol
vehicles to our fleet, but we reexamined our
strategy in 1997 and, since tests showed that
natural gas trucks reduced both CO2 and NOx
and did not emit any PM at all, we started in-
troducing a large number of them into our
fleet, realizing that this was the most environ-
ment-friendly vehicle around. As of October
this year, we had about 2,000 natural gas
trucks in our fleet. This is 21% of all the
natural gas trucks in Japan. We are using
these vehicles all across Japan, but there are
problems concerning the use of natural gas ve-
hicles in the countryside, because of the lack
of infrastructure like filling stations. So, since
October of last year, we have also been intro-
ducing hybrid vehicles instead of the natural
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THAN S Ll
M 2] “Greater Efficiency in Transport (Modal Shify)” TR
easure [2] ifficiency in sport (M ift) SACAWA L

Converted major large truck lines that used expressway system to rail or
marine transport, which produces lower environmental load.

Rail transport Converted approx. 23,000 truckloads per year to container transport.
Marine transport Use ferries to carry approx. 4,000 truckloads per year.
CO, reduction sffect: Approx. 47,000t/year (Rail transport: Approx. 45,000 t, Marine transport: Approx. 2,000 t ) ‘

Ministry of Land, Infrastructure and Transport:
Approved validation testing (TDM) to reduce environmental load (CO,) of major line distribution.

Suger Rail Cargo (an express cargo train for container transport)
Service started on March 13, 2004.

Modal shift of major transport line between Tokyo and Osaka.
Approx. 56 containers per day

= Approx. 18,000 containers per year
Approx. 14,000 t-CO2 reduction per year

* Helps solve problems associated with
traffic regulations and jams, B
« Reduces fuel consumption. Super Rail Cargo

« Improves work and contributes to safety. ‘World’s first container-back freight train
e

gas vehicles.

I would like to talk now about efficiency
in transportation. The first point is a modal
shift. A modal shift is the use of multiple
means of transportation, which means a shift
from trucks to more efficient combinations of
trains, ships and aircrafts along primary trans-
portation routes. Our primary means of trans-
port is trucks, so we are converting them to
trains and ships, which have less of a load on
the environment than trucks do. In a year, we
use rail transport equivalent to about 23,000
10-ton trucks and, with marine transport,
mainly by ferries, it is about 4,000 trucks with
the bulk. This modal shift has a CO2 reduc-
tion effect of about 47,000 ton a year. Another
effort of ours is the Super Rail Cargo service
we jointly developed with Japan Freight
Railway. Between Tokyo and Osaka, which
has the largest amount of physical distribution
in Japan and has difficult distance to shift, we
have switched the freight traffic equivalent to
56 large trucks a day, or about 18,000 trucks
a year. This reduces about 14,000 ton of CO2
a year. These efforts have secondary effects
such as helping to solve issues associated with
traffic regulations and congestion, reducing
fuel consumption, improving operations and
contributing to safer transport. As you well
know, a speed limit rule has gone into effect,
which prohibits trucks from going over 90
kph, so the merits are diverse.

Measure [3] “Greater Efficiency in Transport (Sagawa Ryutsu Center [SRC];HHR-HLI
=y SAGAWA ©

Handles all distribution operations for customer products from arrival, temporary storage,
pricing and processing to shipping.

Thoroughly streamlines distribution for all sectors.
(Third party logistics [3PL])

Business description

* Outsourcing of distribution
operations

« Distribution information support
system

« Distribution space

* Outsourcing of distribution personnel
« Distribution consulting

« Sales of distribution materials

=
1 SRC and facilities with SRC capabilities
1 50 across in Japan

Volume handled by SRC
Approx. 70,000 parcel/day

The second point in our efforts to en-
hance transport efficiency is the Sagawa
Ryutsu Center (SRC). The SRC is a third
party logistics operation that handles all distri-
bution operations from various distribution
process such as accepting packages from cus-
tomers, temporarily storing them and attaching
price tags to shipping them out. Operations are
streamlined in every aspect. The content in-
cludes the outsourcing of distribution opera-
tions, an information support system, space,
warehouses and tenants. We have facilities
across all Japan to contract temporary staff,
deploy personnel where needed, provide con-
sulting and purchase supplies. There are 50 lo-
cations in Japan. In a single day, an SRC
handles about 70,000 packages. When con-
verted into CO2, the reduction effect is about
6,000 tons per year. It also reduces fuel con-
sumption by 2,300 kl, which in monetary
terms is a savings of about ¥ 200 million.

TEARaRORT]
Measure [3] “Greater Efficiency in Transport (Sagawa Ryutsu Center [SRC] “."i Bk

Product flow

> Inspection, L Delivery
'H« ;.‘—';",E- 1 processing and 'E. _-E_ 1

storage End-
Supplier/Manufacturer e

Collection
S @

m Sagawa provides various operations and
e services such as distribution processing,
— merchan rocest

No shipping between operators

Environmental load reduction because of reduced number of shipments

e -
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I have attempted to illustrate what I have
just explained here. On top is the former pack-
age flow. In Japan, distribution used to flow
like this; a package was brought to us by a
supplier or by one of our own trucks, in-
spected and stored, then transported by truck
to a wholesaler or retailer, where it was stored
again, then transported by truck to the end
user. By getting the manufacturer involved, we
have streamlined the whole process from ac-
ceptance to out-shipping in the SRC, or in
other words, made transport more efficient.
This has made transport between businesses
unnecessary and, because the number of ship-
ments decreases, | can say that it reduces en-
vironmental load.

h i L T
Measure [3] “Greater Efficiency in Transport (Sagawa Ryutsu Center [SRw e

(e e N\

SRC is a single system for in- and out-shipping. If using only Sagawa, products can
e already arrived in the morning and you can start working right away.

Handling shipping and warehousing on your own, you are subject to delivery delays and
waiting caused by peculiarities of the local area, which can translate into overhead in the
form of wasteful idle time and verification work.

To improve this, you can make full use of the SRC and gain the back-end support that will
Qhange distribution from a passive operation to an instantaneous response system.

/" SRC suppert system )
Using SRC, you can control fluctuating distribution costs (space and personnel) that come
with seasonal or daily changes in shipping volume.

Space ... Space in the building can be reserved in spots during busy periods.

Personnel ... Personnel support can be provided to lessen the expense
risks of keeping full-time personnel during that same period.
(Advantages of using SRC)

ARrighe Reervad Copyright SAGAWA Espron corfsd

Additionally, the system of in-shipping
and out-shipping have been strengthened.
Packages are already there when employees re-
port for work in the morning, so they can start
working from that moment. It used to be that
employees waited for the packages to arrive
and, once they did, then started working.
When deliveries were late because of traffic
and all sorts of things, that very much affected
operations, but all of that has been eliminated.
The SRC is helping customers to improve the
efficiency of their operations and reduce ex-
penses at the same time.

Another key aspect is the support system.
In a nutshell, space is always a problem; there
are seasonal ups and downs, but even during

Scintroduce 7,000 natiu

rucks; by 2012

S<inetall Solarpatiele 'nq:e naturallgaeiStanten

Selngroys transp“5 iciericy l_:»%/I Uolalel=1] sifft, ste.

Reduce éOz sions
to 6% below 2002 level by 2012.

Sagawa Express Is.making an aggressive,

challenge to pmte%te global environment.

N

the busiest periods, we can minimize the flood
by sharing space in our facilities. Moreover, in
order to reduce the cost risks of full-time em-
ployees, we have a personnel deployment sub-
sidiary operating inside the SRC. They can
send personnel around during busy periods to
help keep the customer's costs down.

Before closing, let me say that Sagawa
Express is taking part in the WWF's Climate
Savers Program. In this program, together with
the WWF, an environmental NGO, we are stak-
ing a challenge to Japan's 6% CO2 reduction
target in whatever way we can as an individual
company. We have plans to introduce 7,000
natural gas trucks by 2012 and install solar
power chargers at natural gas stations, in order
to achieve this 6% reduction. As you well know,
the amount of CO2 emissions from the transport
sector has increased with respect to the 1990
levels. As a distributor, we want to challenge
this 6% target and then, by introducing low pol-
lution vehicles and taking steps to improve the
efficiency of our operations, set even higher tar-
gets and stake a challenge at attaining them.

This concludes my presentation. Thank you
for your attention.

k ok ok ok ok ok ok

Q & A sk %k x ok ok x %
Bleischwitz:

I have a question regarding the activities
you mentioned on the Modal Shift. Usually, in
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Europe here, logistics companies are complain-
ing that such a Modal Shift is difficult for
technological reasons. Because the speed of
which you lift containers is too slow. I wonder
if your system in Japan might be superior or
whether you are intending to invest in research
and development in this area together with

other companies.

Bessho:

I believe the situation is the same as in
Europe. Before, Japan's freight trains went no
faster than 110 kph, but we have enabled a
top speed of 130 kph with the challenge of
our Super Rail Cargo service. Tokyo - Osaka

is the maximum distance we can apply a
modal shift without delays or drops in service
level. However, there is still a difference be-
tween Japan and the West in this regard. In
Japan, passenger trains are the mainstream in
railway traffic. Freight train schedules accom-
modate passenger trains, which have priority
on the rails, so it is hard to organize the train
schedule that meets the needs of our truck op-
erators. The Super Rail Cargo service, an en-
tire freight train, finally started running just
this year. As to whether it will grow rapidly
or not, there are still many difficult problems
to tackle in the future.




