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[image: profile]
cmling0125
[image: ] 
     
         
            .cls-1{fill:#dee7ff}.cls-2{fill:#ff7734}.cls-3{fill:#f5a623;stroke:#000}
        
    
     
         
         
         
         
         
         
         
         
         
    



global_express_case_study.pdf

Home>Business & Finance homework help>Management homework help>Read the Global Express case and answer the following questions.





ESMT–616–0173–1 


ES1731 


This case study was prepared by Francis de Véricourt of ESMT Berlin. Sole responsibility for the content rests with 
the author(s). It is intended to be used as the basis for class discussion rather than to illustrate either effective or 
ineffective handling of a management situation.  


Copyright 2016 by ESMT European School of Management and Technology GmbH, Berlin, Germany, www.esmt.org. 


ESMT cases are distributed through Harvard Business Publishing, http://hbsp.harvard.edu, The Case Centre, 
http://www.thecasecentre.org, and Ivey Publishing, https://iveycases.com. Please contact them to request 
permission to reproduce materials. 


All rights reserved. No part of this publication may be reproduced, stored in a retrieval system, used in a 
spreadsheet, or transmitted in any form or by any means - electronic, mechanical, photocopying, recording, or 
otherwise - without the permission of ESMT Berlin. 


June 15, 2016 


ESMT Case Study 


Global Express
Francis de Véricourt 


Introduction 


“Lucy, here are the reports on global warming you asked for.” 


Lucy grabbed the file from her assistant and opened it. She was eager to learn whether this whole 


business about global warming was real or not. This had become a pressing issue for Global Express, a 


large logistics company, of which Lucy Schwabe was CEO. Over the past months, the company had 


been subject to an intense public campaign orchestrated by different nonprofit organizations and 


environmentalists. The campaign was denouncing the significant amount of carbon dioxide (CO2) that 


the company’s fleet of trucks was releasing into the atmosphere. And since CO2 was the main cause 


of climate change, Global Express was supposedly killing the planet while putting humanity in 


jeopardy. 


Before responding to these claims, Lucy wanted to form her own opinion about whether global 


warming was a real concern or simply a hoax. She wanted to avoid the endless politically charged 


debate surrounding the issue. Rather, she had decided to go straight to the heart of the matter and 


review the existing scientific evidence on the topic. To that end, she had asked two independent 


scientists to share their respective assessment of global warming. The two reports were now in front 


of her. She knew she would need to make up her mind after going through them. And as she started 


reading, Lucy reminded herself that an open mind was crucial to forming a sound judgment. 
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Memo 
From: Paul Roger, Head of Strategy and Innovation,  


To: Lucy Schwabe, CEO, Global Express 


Subject: Global Warming Controversy 


 


Dear Lucy, 


Please find attached the two reports on global warming you asked for.  


The first report was written by Professor Walton, from the well-known University of Angela in the 


United Kingdom. Professor Walton has published extensively on the topic of climate change in the 


best scientific journals in the field and has received numerous research grants from the EU to 


conduct his work. He was a lead author of the first and fourth IPCC1 reports (published in 1990 and 


2007, respectively).  


Professor Skipper wrote the second report. Professor Skipper worked for many years as the leading 


climatologist for NASA. He is now the head of the climatology department at the University of 


Valeria, United States, an establishment well-known for its research in this field. Professor Skipper 


has also extensively published on the topic of climate change. He has further advised many 


companies in the energy as well as transportation industries on environment-related issues. 


Kind regards, 


Paul 


  


                                             
1  The Intergovernmental Panel on Climate Change (IPCC) is an intergovernmental effort that falls under the 


supervision of the United Nations to periodically review the current state of knowledge about climate change. 
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Report of Professor Walton 
I would like to thank you for giving me the opportunity to present the main evidence that Global 


Warming is indeed real. As you will see, there is no doubt that average temperatures have surged 


since the first industrial revolution and that the damaging activities of our modern societies are 


responsible for this. If we do not radically decrease our carbon footprint, and especially the large-


scale emissions of carbon dioxide (CO2), the warming will continue for decades to come, with 


disastrous consequences. 


Before I start, let me point out that the Earth’s climate is a very complex system composed of many 


interconnected components (including temperature and pressure systems as well as clouds, oceans, 


plants, human activities, etc.), which interact through all sorts of feedback loops. Further, 


temperature levels have only been directly measured since the industrial revolution. For earlier 


temperature readings, difficult and imprecise estimations based on all sorts of proxy indicators (such 


as tree rings) are needed. This explains why it has taken decades for the scientific communities to 


measure and understand the rise in average temperatures that I am about to describe. 


The most obvious evidence that temperature levels have been rising can be found in the raw data. By 


raw data, I mean the average temperature levels as they have been directly measured since 


humanity began recording them (that is, during the first industrial revolution). These figures are 


given in Exhibit 1, which shows an indisputable upward trend.  


At the same time, the concentration of CO2 in the atmosphere has been increasing continuously since 


the industrial revolution. Simple physics tells us that an increase in the concentration of CO2 results 


in higher average temperatures (the technical term for this is the Greenhouse effect).  


More importantly, our climate models confirm this link between the atmospheric concentration of 


CO2 and temperature. Climate models are based on mathematical equations – a lot of them – to 


describe how the complex components of the climate (oceans, lands, clouds, etc.) interact. We then 


use these models to simulate the evolution of temperature levels over decades. What we find is that 


if the equations of our model account for the emissions of CO2, there is a definite temperature 


increase (see Exhibit 2). By contrast, if we run the same model without the emissions of CO2 (i.e., as 
though humanity did not influence the atmosphere), our prediction shows a temperature level that 


remains flat. Thus, the CO2 we release into the atmosphere is the culprit for the temperature 


increase we observe in the data. 


I trust that you understand the grave implications of these findings. Unless our society – and 


companies like yours – does not dramatically reduce its carbon footprint, temperatures will continue 


to increase, with devastating consequences. 
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Exhibit 1: Global surface temperatures 


 This graph depicts recorded temperatures since the industrial revolution. Temperature levels 
were not systematically recorded before. The straight line provides the trend (using a linear 
regression). 


 


Exhibit 2: The effect of CO2 emissions on temperature levels, based on climate 
models 


 This graph depicts the results of numerical simulations using climate models (based on the fourth 
IPCC report on climate change, 2007). The solid line corresponds to a model that accounts for 
human-based CO2 emissions into the atmosphere. The dashed line corresponds to the same 
climate model, but with no CO2 emissions such as these. The models show that the temperature 
levels would remain stable without the CO2 emissions. 


13.6


13.8


14


14.2


14.4


14.6


14.8


1900 1920 1940 1960 1980 2000


Te
m


pe
ra


tu
re


 (
°C


)


Year


Without CO2 CO2 Forcing


13.4


13.6


13.8


14


14.2


14.4


14.6


14.8


1880 1900 1920 1940 1960 1980 2000


Te
m


pe
ra


tu
re


 (
°


C)


Year


For the exclusive use of M. Chen, 2017.


This document is authorized for use only by Meiling Chen in Business Strategy taught by Geoff Desa, San Francisco State University from August 2017 to December 2017.








Global Express ESMT–616–0173–1  


 


5 


Report of Professor Skipper 
Per your request, I have summarized below the key evidence determining whether global warming is 


real or not. What follows should reassure you: We are definitely not on the verge of a major 


environmental disaster or the collapse of our civilization (despite all the hype and outcry made by 


the alarmists).  


The overall temperature has indeed been increasing steadily since the industrial revolution, but it 


has flattened over the last decade. There is nothing surprising about these changes. Over the last two 


millennia, our planet has known periods of warming and periods of cooling. For instance, the 


Medieval Warm Period was followed by the Little Ice Age, which ended in the 19th century. These 


fluctuations are completely natural and well understood, and the current increase in average 


temperature levels will resolve itself as it has always done in the past. 


Nonetheless, the global warming alarmists claim that the current rise in temperature levels is man-


made and will therefore not disappear unless we make dramatic changes in our behaviors and 


investments. The main issue is the increase of CO2 emissions from fossil energies (mostly oil) that are 


released into the atmosphere by our society. The warmists insist that the overall increase in 


temperature is due to this increase in CO2 emissions.  


We do not deny that CO2 emissions have continually increased since the industrial revolution. I will 


even concede that it is plausible that CO2 might have an effect on temperature levels. However, 


absolutely no correlation between CO2 emissions and temperature levels has ever been found in the 


data. The scientific community and the alarmists have simply never been able to empirically 


establish that this effect is real. So on which grounds do alarmists base their exaggerated claims? 


They use complex mathematical models of our planet to make predictions. I personally find that 


relying on models is a flawed approach, because they can easily be manipulated so as to produce the 


desired results. (I am sure you have experienced this with some of the “creative accounting” in the 


spreadsheets of the consultants who are currently advising you on your strategy.)  


Leaving this issue aside, you must certainly agree that an overabundance of faith is required in these 


models to believe in temperature projections that span a period of a mere 10 to 50 years! 


Unfortunately, these mathematical models are not good. To give you just one example, these models 


could not even predict the clear flattening of temperature levels we have observed over the last 


decade (see Chart). In other words, the actual data has proven the climate models wrong. 


In conclusion, we cannot trust these models; whereas the data does not lie. And the data does not 


support the theory that mankind is mostly responsible for global warming. This theory will slowly 


dissipate, as will the warming. I hope you will find this note comforting, and that you will now be 


able to focus your efforts on more important matters at Global Express. 
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Chart: Model-based prediction versus actual temperature levels 


 
 This chart depicts the model-based prediction and actual temperature levels (recorded by NASA) 


over the last decade. The solid line is the prediction made in the early nineties for the period 
spanning 2002-2013. This prediction was based on climate models and simulations (from the first 
IPCC report on climate change, 1990). There are some variations, but it clearly indicates an 
upward trend. The dashed line corresponds to the actual data (temperature levels measured by 
NASA). The actual temperature levels also fluctuate, but the trend has been constant overall. In 
fact, from 2006 onwards, these model-based predictions have constantly overestimated actual 
temperature.  
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Appendix – Follow-up e-mail exchange 
 


From: Prof. Walton 


Subject: Prof. Skipper’s fallacious Report 


 


Dear Lucy, 


Thank you for sharing Skipper’s report with me. There are many obvious flaws in this report. Let me 


just highlight one. Skipper is patently wrong when he claims that our models could not explain the 


flattening of last decade. He makes this point based on early climate models, which date back from 


the 90’s. Today, we understand this flattening quite well (which is due to an exchange of energy 


between the atmosphere and the ocean). Our most recent models are able to account for these 


inter-decade fluctuations of temperature and retrieve the flattening that Skipper’s refers to. And our 


more sophisticated models continue to show an increase in global temperatures due to CO2 


emissions. This is just one example of many fallacious claims that can be found in Skipper’s report. 


All the best, Prof. Walton 


 


From: Prof. Skipper 


Subject: Prof. Walton’s Misleading Comment on my Report 


 


Dear Lucy, 


Thank you for sharing Walton’s comment on my report. Walton claims that the most recent climate 


models are able to replicate the flattening of temperature. This is silly. Of course, any model can 


always been trained and tweeted to reflect the past, with the benefit of hindsight. The truth is that 


the fluctuations, to which Prof. Walton refers, were put into the new models after the facts. The 


“many fallacious claims” Walton found in my report might just reflect his misunderstanding of the 


scientific method […] 


All the best, Prof. Skipper 
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