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The rail way:
How Covid has sent cargo 
to ground6

AIR freight rates and volumes 
have finally stabilised, after 
weeks of rising at 
unprecedented levels. 

Charter brokers, indices and 
forwarders have all reported 
that the increases are slowing - 
and in some cases rates are 
declining - as more capacity 
comes into the market. 

In the three-week period 
ending May 10, volumes have 
flattened, at about 32 per cent 
below last year, according to the 
most up-to-date data, from 
Clive Data Services. The 
previous four weeks saw 
volumes down about 46 per 
cent year-on-year. 

Freight Investor Services (FIS), 
using data from the TAC Index, 
revealed a US$0.47 decline in 
Shanghai to Europe prices, Hong 

Kong to Europe has fallen by 
$0.18 cents, while China to 
Europe, overall, has fallen $0.32 
cents. 

China to the US 
remains strong, said 
FIS, with Shanghai 
to the US up $1.10 
in one week, but 
there was a fall of 
$0.04 cents out of 
Hong Kong. The 
basket is currently 
$10.21. FIS added, 
however, that China 
to US lags China to 
Europe. 

“The big news is 
the reversed 
direction of the 
China to Europe price, seeing its 
first negative move since 17 
February. Interestingly, the 

drivers for these price 
movements have been in direct 
correlation with underlying 
volume and load factor data, 

and the general 
progression of 
lockdown policies 
by European 
governments. Prices 
from China to the 
US seem to replicate 
China to Europe 
with a time lag of 
several weeks.” 

Capacity has also 
risen since April. 
According to 
Seabury, 
Transpacific and 

Asia Pacific to Europe 
is “almost back to 2019 levels”, 
although globally capacity 
remains about 25 per cent lower 

than last year. It claimed that 
China’s outbound capacity is 
actually 22 per cent higher than 
the same time last year. 

However, one forwarder said: 
“The overall market remains 
congested and with it rate levels 
remain at the higher end. Even 
if there are small signs of 
stabilisation, it is too early to 
expect a more relaxed situation 
out of Asia. Some backlogs 
could get cleared but further 
volumes are booked and will 
keep on requiring capacity and 
charter flights.” 

The charter market is also 
stabilising, however, according 
to Dan Morgan-Evans, group 
cargo director of Air Charter 
Service. 

In the three-week period ending May 10 volumes have flattened
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CONTAINER lines’ capacity 
discipline has seen ocean 
freight rates begin to climb, 
although it has also led to 
cargo rollovers and delays at 
transhipment ports. 

“Rates are increasing 
going into the second half 
of May, and we are seeing a 
strong increase in SCFI as 
well,” said one sea freight 
forwarder. 

“Carriers remain 
extremely disciplined 
despite the overall decline 
in cargo. Most services are 
close to fully utilised in the 
week ahead, and this is 
driven in large part by the 
large blanking schedule put 
forward by carriers. 

“Carriers will attempt to 
increase rates in June 
through higher FAK rates, 
and we have also seen the 
first announcements of a 
PSS from 1st June. As it 
looks right now, the amount 
of withdrawn capacity will 
decrease from 25 per cent 
in May to 15 per cent going 
into June, and we will have 
to see if the market 
supports higher rates, and 

how the carriers behave if 
we are to see such a trend. 

“We continue to see some 
recovery in volumes, but 
there is uncertainty as to 
how sustainable it is.” 

The most recent 
composite World Container 
Index, from mid-May, has 
crept up, and is now 13 per 
cent above the same period 
last year. 

“The [weekly] increase 
was particularly driven by an 
11 per cent increase in rates 
from Shanghai to Rotterdam 
as well as to Genoa,” 
explained SeaIntelligence 
analyst Lars Jensen. 

“This means that the rate 
is now 5 per cent higher 
than the same week last 
year for Rotterdam and 15 
per cent higher for Genoa. 
The backhaul rate from 
Rotterdam to Shanghai 
increased slightly again and 
is now 71 per cent higher 
than the same period last 
year – showing a sustained 
elevation of European 
backhaul rates caused by 
the virus.” 

Forwarders have reported 

high utilisation of services 
on the Asia-Europe lane, 
despite a slump in bookings, 
although demand appears 
to be rising as economies 
gradually re-open. 

 “Services on the [Asia-
Europe] trade are relatively 
full for the [the second half 
of May],” said one 
forwarder. 

“We are also seeing some 
increase in container 
rollovers at ports in China 
as well as at 
transhipment 
hubs,” he added. 

Asia-Europe 
carriers have 
withdrawn 
about one 
quarter of 
scheduled 
sailings this 
month, 
according to 
eeSea data. On 
the Transpacific, 
some 19 per 
cent of 
headhaul 
capacity has 
been withdrawn. 

Carriers have shown no 
interest in a rates war, 
which would likely bring at 
least some to the brink of 
bankruptcy. According to 
Hapag-Lloyd’s chief 
executive Rolf Habben 
Jansen, the carrier has 
concluded the majority of 
annual contracts, which he 
said were “satisfactory” 
overall. 

There are, however, some 
very strong headwinds for 

container lines to overcome 
as a consequence of the 
coronavirus pandemic, and 
carriers are urgently looking 
to cut costs, with off-hiring 
chartered tonnage top of 
the list. 

Hapag-Lloyd has said that 
it would return a “small 
double-digit number” of 
ships from the 129 it has on 
time charters. 

Representing 40 per cent 
of its fleet capacity, 

Hapag-Lloyd’s 
chartered fleet 
is relatively low 
compared with 
that of several 
of its carrier 
peers. 

MSC has 
some 75 per 
cent of its 
556-ship fleet 
on charter, ONE 
charters 68 per 
cent of its 219 
vessels and 
CMA CGM has 
62 per cent of 

its 474 ships on 
hire. 

One carrier source said 
there had been a “blanket 
ban” on chartering by the 
European head office. 

He added: “Even feeders 
have to get senior approval 
now, which means that 
containers for the UK could 
be sitting in Rotterdam or 
Antwerp for weeks before 
another mothership brings 
them across.” 

Alphaliner said that that 
idled container tonnage was 

getting very close to the 
record high of 2.46m teu, 
with owners increasingly 
struggling to find 
employment for their 
tonnage. 

The consultant said 

demand had “dried up” for 
many of the sizes and even 
scrubber-fitted ships had 
“lost much of their appeal”, 
due to the narrowing of 
prices between high- and 
low-sulphur bunker fuel. 

...while ocean freight 
rates begin to climb

"Carriers 
remain 

extremely 
disciplined 

despite 
the overall 
decline in 

cargo"

Strong demand but 
capacity is improving

“We have hit the peak for Europe and the US. There is a 
lot more belly capacity in the market now, it’s come down 
from the mad scramble.” 

South America had seen particularly high rates, he said, 
but the market was beginning to balance again, and there 
were “pockets of availability”. 

“There is still strong demand at the moment. We are 
booked through to the end of July, and we are starting to 
see other goods, not just PPE, coming in, such as machinery 
and parts as factories start to reopen.” 

One forwarder added: “There are signs that some carriers 
are starting to increase flights again, but the market has to 
be prepared that frequencies in the overall capacity 
situation will not be the same as pre-Covid-times.” 

 

continued from page 1

LARS JENSEN
SeaIntelligence 

Shanghai congestion
SHANGHAI airport’s “worst-ever” cargo backlog has eased 
off, but forwarders are still recommending shippers turn to 
expedited ocean freight. 

A perfect storm of lack of uplift, the global rush to buy 
face masks and China’s crackdown on shoddy PPE, saw 
aircraft “flying out empty” over the country’s Labour Day 
holiday, forwarders reported. 

“Before the holiday [1-5 May], it was as bad as it could 
get,” said Stefan Holmqvist, MD of Norman Global Logistics 
(NGL) Hong Kong. 

“There were huge truck queues and congestion at 
warehouses in Pudong, there were long waiting times and a 
lot of cargo couldn’t catch flights. That crazy situation has 
improved somewhat, but [the airport] is still very congested,” 
he added. 

Holmqvist said NGL was still delivering cargo five days in 
advance of flights, and that customs inspection waiting time 
was now “five or six hours, rather than the crazy 48 hours 
experienced during the peak of the congestion”. 

He added that the tighter export controls have made it 
very difficult to transfer cargo to Hong Kong, so most PPE 
must go through mainland airports. 

However, the “heavy” congestion at Shanghai had spread 
to other airports, according to one forwarder. 

“Guangzhou, Zhengzhou, Shenzhen and Xiamen have 
been very busy, and will remain hot spots for some time yet.” 

He added that second-tier airports had less experience 
with PPE exports, making clearance slower. 

The backlog in Shanghai is expected to last until the end 
of this month, and forwarders are recommending that 
customers use expedited ocean services instead, with one 
Shanghai to Los Angeles service offering an 11-day transit 
time.  

Conversely, however, some forwarders have said that 
some sea freight is now switching to air. 

“We’re seeing a scenario on the ocean-side, where the Far 
East westbound carriers have started to roll cargo,” said one. 
“This may lead to a situation where urgent cargo might be 
switched to air, which could further add to the already 
difficult capacity situation.” 
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AS governments around the 
world look to ease lockdown 
restrictions to get economies 
moving again, there have 
been many questions raised 
about how companies can 
provide a safe working 
environment in the office 
– and in the warehouse. 

Many warehouse 
operators in particular have 
faced public criticism about 
working conditions, with 
staff pictured without PPE, 
or standing too close to each 
other. But as the world 
becomes more used to the 
new ways of working, and 
PPE finally becoming easier 
to get hold of, working-from-
work is set to become more 
manageable. 

The British International 

Freight Association (BIFA) 
has put together a guide on 
what companies should be 
looking at, and how they can 
prepare for staff returning to 
offices. 

“The safe return of all staff 
to work must be the primary 
concern of all employers. 
Also, it makes good business 
sense”, it said. 

It acknowledged, however, 
that it was “difficult to 
provide precise answers 
because there are numerous 
variables, including the lack 
of specific guidance from 
government”. And it warned 
that the first matter 
companies should consider is 
their own, and their 
customers’, financial viability. 

It also pointed out that the 

situation is fluid, and 
companies must heed their 
own governments’ 
advice. 

“It is likely that 
the post-
lockdown 
situation will be 
an evolving 
picture and it is 
important that 
companies 
monitor staff 
feedback and 
ongoing 
government 
advice/
regulation to 
adjust their initial policies 
and procedures as applicable. 
Any procedural changes will 
have to be promptly advised 
to staff and implementation 

monitored. 
“Salutary lessons can be 

learned from 
recent 
experiences, all 
seem to agree 
that greater 
resilience and 
flexibility will 
have to be built 
into business 
processes, and 
there will have 
to be new 
realities about 
areas such as 
credit control 

procedures and 
level of cash reserves held by 
businesses.” 

The document outlines a 
series of issues that 
companies should review, 

Working from work – 
how to restart the office 

"The safe 
return of all 

staff to work 
must be 

the primary 
concern of all 
employers"

There have been many questions raised about how companies 
can provide a safe working environment in offices and 
warehouses as the lockdown eases

Broken airlines face uneven levels of state aid 
THE airline industry is facing some stark 
decisions over its future. Avianca, South 
African Airways, Virgin Australia are 
among those who have already started 
some sort of bankruptcy proceedings 
while looking to restructure. 

US carriers are to receive a $50bn 
bailout package, half of which must be 
used to keep staff in employment, and 
half of which is in loans. Air France KLM 
and Lufthansa are set to receive 

government support. IAG has 
negotiated €1bn in loans from Spain for 
Vueling and Iberia, but British Airways 
refused help, announcing instead 
12,000 job cuts, angering the unions. 
There are varying degrees of support for 
carriers in Asia, but Singapore Airlines 
looks to be the regional winner of state 
aid. 

But all major carriers are facing the 
same existential issues, revealed in 
clarity in Lufthansa’s recent annual 
general meeting. The carrier revealed 
that it has receded 65 years in less than 
65 days – operating a similar number of 
flights as it did in 1955, which, said 
chief executive Carsten Spohr, was 
“extremely bitter, devastating and 
painful”. 

The group is currently losing about 
€1m in liquidity reserves every hour it 
operates, creating what it called a “sad 
interim economic balance”. 

“We have practically no earnings. 
However, the costs for staff, material, 
rent or fuel hedging continue,” it 
explained. 

While the group’s liquidity is relatively 
strong, at above €4bn, it has to make 

“bitter decisions in order to reduce our 
loss of cash”, it said. 

At the moment more than 80,000 
staff are on reduced working hours, but 
the group plans to cut 100 aircraft from 
across its fleets, which will ultimately 
leave it with “10,000 unnecessary staff”. 

“We can only avoid dismissals for 
operational reasons by keeping as many 
colleagues as possible on board with 
innovative part-time models.” 

The one bright spot is air freight; the 
freighter fleet is in operation and the 
airline has carried out some 70 cargo 
flights on passenger aircraft – or 
“preighters”. 

The next step is recovery. In June, the 
group will expand its flight schedule, but 
Spohr  warned it would be a “very slow 
start-up phase”, with global demand not 
expected to be in balance with supply 
until 2023 – and that would be on a 
lower level. 

To emerge from the crisis stronger will 
require structural realignment, and the 
group wants to “position ourselves 
competitively for the future” – which 
will involve a “significantly smaller 
Lufthansa”. 

starting with management 
responsibility. 

“Employers should 
determine who will be 
responsible for managing the 
return to work process, this 
may be a single individual or 
team. Whilst day-to-day 
management of the 
implementation can be 
delegated to subordinates 
there has to be an individual 
or body with the authority to 
make decisions, advise the 
outcomes and arrange for 
the necessary purchases to 
be made.” 

On facilities and 
equipment, BIFA advises that 
companies inspect their 
workplaces before staff 
return, with any dangerous 
equipment quarantined and 
marked as such. 
Management should ensure 
proper cleaning and 
sanitisation, while computers 
that have not been used 
recently should be checked, 
backed up and restarted in a 
‘phased’ manner. 

BIFA warned it had seen 
more fraudulent emails, and 
those containing viruses, 
recently and companies 
should re-emphasise IT 
protocols to staff. 

Premises will need to be 
properly reviewed with 
allowances for social 
distancing, among both staff 
and visitors. Spacing in 
offices may need to be 
changed, and companies may 
need to introduce screens or 
cubicles, or use meeting 
rooms as offices. It may be 
possible to implement 
one-way routes – with signs  

- particularly on staircases 
and in corridors. Doors 
should be left open to reduce 
transmission via door 
handles, and one room 
should be kept aside for 
anyone who falls unwell as 
an isolation room. 

“Pay particular attention to 
areas where equipment is 
shared, e.g. such as office 
workstations, forklifts and 
goods vehicles. Options to 
consider include restricting 
to single usage and where 
this is impractical, cleaning 
between use and/or 
providing PPE to protect 
colleagues,” it advised, adding 
that companies have legal 
obligations to staff.  

But it may be possible to 
stagger the return to work, 
perhaps with some parts of 
the business continuing to 
work from home. “Use 
alternative means to achieve 
the same result, video 
conferencing etc has grown 
considerably, these new 
methods will be the ‘new 
norm’.” 

And, of course, provide 
staff with the necessary 
equipment to ensure they 
stay safe, from hand-washing 
facilities and sanitiser 
stations, to disinfectant for 
desks, disposable cups, and 
PPE, in particular gloves and 
face masks. Staff may need 
to be trained, it added. 

You can read BIFA’s full 
guidance on returning to 
work here: https://www.bifa.
org/news/articles/2020/
may/planning-return-to-
work-post-coronavirus-
guidance?l=y 

CARSTEN SPOHR
Lufthansa
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Spotlight ON
Dan Morgan-Evans

Uncharted skies 
MANY companies have 
adjusted to the new world 
of working from home. 
Some have fared better than 
others; it has all depended 
on investment in technology 
and the ability of office-
based business to continue 
to communicate, both 
internally and 
externally. 

Air Charter 
Service has had 
a particularly 
busy few 
months. At the 
forefront of the 
Covid-19 
capacity crisis, 
it has needed to 
co-ordinate its 
responses 
between 500 
staff, in 27 
offices globally.  

“We invested 
in technology 
for our internal 
systems over 
the last couple 
of years, and it’s 
paying 
dividends now,” 
says Dan Morgan-Evans, 
group cargo director. 

“We have one system for 
all the offices, so we are all 
connected together.  

“Working from home has 
been a real eye-opener, and 
I hope it will change the way 
we work in the future. 

We’ve learned what we can 
do, and how we can 
communicate – we talk to 
customers on platforms like 
Zoom. 

“I had meetings scheduled 
all over the world – they 
have all happened 
regardless, but through 

video calls. People 
have been able 
to adapt pretty 
quickly, and it 
will definitely 
change the way 
we work. 

“Our 
investment has 
really helped us 
to be fast and 
agile, and help 
our clients in a 
really tough 
market.” 

It has, of 
course, been a 
tough market 
– albeit 
profitable for 
some. One of 
the key things 
for ACS was to 

educate its 
customers on the new and 
challenging charter market, 
characterised by high prices 
and low availability. 

“We had to put the 
message out – it’s going to 
be manic. Customers 
needed to make decisions 
quickly, and had to 

understand that prices 
wouldn’t hold. We told them 
availability and prices would 
shift as it’s a very volatile 
situation. So we made sure 
the clients understood the 
market.” 

ACS has booked 
significant numbers of the 
new ‘passenger-aircraft 
freighters’, or ‘preighters’ as 
Lufthansa has called them. 
Using its commercial jet 
team, who already knew the 
passenger-focused teams at 
airlines, it managed to adapt 
quickly to the new charter 
business.  

“We already had the 
relationships, and those 
airlines are used to charters 
and ad hoc work so it was an 
easy transition. We were 
very well-placed for this 
shift. And with two offices in 
mainland China and one in 
Hong Kong it put us in a 

strong position.” 
While ACS may have 

known the airlines, it has 
had to meet a lot of new 
customers. “We had a huge 
amount of requests at the 
beginning, from people we 
didn’t know, so we had to do 
a lot of work in due diligence 
and sorting out which 
requests were valid. But 
we’ve ended up with a lot 
more customers than we 
had.” 

One of the well-
documented problems has 
been a fast-changing 
regulatory environment, 
particularly in China where 
new export rules were 
introduced, and varying 
regulations on issues such as 
crew quarantine. 

“Things change quite 
often, but we’ve found it 
doesn’t take us long to 
figure it out,” explains 

Morgan-Evans. “It would 
have taken much longer and 
been much harder without 
offices in China. It’s always 
challenging when people 
throw a spanner in the 
works. The crew-resting and 
quarantine issue 
was hard at the 
beginning, but 
then transit 
hotels started to 
open and it got 
easier.” 

And it’s now 
becoming easier 
– slightly – to 
pay for air 
freight. Mid-
May air freight 
rate indexes 
showed that 
China to Europe 
prices had gone 
down, and 
China to US was 
expected to 
follow two to 
three weeks later. Morgan-
Evans confirmed that 
charter prices too had 
stabilised, and showed some 
signs of coming down. 

“There is still strong 
demand but there is more 
capacity in the market. 

We’ve hit the peak for China 
to Europe, and there is now 
lots of belly space. 

“We may start to see 
demand drop off a little – 

but that will all 
depend on how 
people come 
out of 
lockdown.” 

ACS has 
arranged more 
than 400 flights 
containing 
personal 
protective 
equipment. And 
the passenger 
business has not 
been as bad as it 
could have 
been.  

“It might even 
get better, as 
people may not 

want to fly on 
commercial flights and 
would prefer to book 
charters. But who knows? 

“We are booked up 
through till July at the 
moment, but expect we will 
be busy for the rest of the 
year.” 

Group Cargo Director
Air Charter Service 

"We 
invested in 
technology 

for our 
internal 
systems 

over the last 
couple of 
years, and 
it’s paying 
dividends 

now"

"We may 
start to see 

demand 
drop off a 
little – but 
that will all 
depend on 
how people 
come out of 
lockdown"

South Africa’s citrus 
exports brace for problems
SOUTH Africa’s ports are trying to increase capacity as the 
citrus fruit exporters prepare for peak shipping season. 

Congestion, a potential shortage of reefers, and non-
compliance with trucking regulations are all causing a 
headache for exporters. 

Cape Town Container Terminal (CTPT) was due to increase 
its operations to three berths in May, while Ngquara 
Container Terminal (NCT) is set to go from one of its three 
berths to two.  

The Citrus Growers Association (CGA) said without the 
extra berths, the situation would have been “dire”. 

The reefer shortage was in part fixed by a Maersk special 
sailing delivering 1,800 empties. 

“But some damage has already been done,” Mike Walwyn, 
Western Cape regional chairman of the South African 
Association of Freight Forwarders, said. 

“At the moment, we have two conventional refrigerated 
vessels a week calling at Durban and Cape Town to take up 
some of the slack, but they only carry the equivalent of 
around 200 containers each, whereas vessels usually load 
over 1,000.” 

One further problem is that every reefer flouts South 
African road legislation which requires the maximum box 
height of 4.3 metres; a high-cube refer is about 4.6m. A 
moratorium on the rule expired on January 1. 

One forwarder said: “My concern is that further delays in 
amending the legislation will have an impact on industries 
across South Africa. Every truck with a high-cube container 
will immediately expose players to penalties and fines. Apart 
from reputational damage, this will expose logistics 
companies to financial losses.” 

ACS has booked significant numbers of the new ‘passenger-
aircraft freighters’, or ‘preighters’ as Lufthansa has called them
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Focus ON
Rail

RAIL freight is having a 
mixed time of it amidst the 
coronavirus pandemic. 
Weekly volumes across the 
US have shown substantial 
declines, with intermodal 
loads down 22.4 per cent 
and 16.5 per cent across the 
last two weeks of April. 
Senior vice president for the 
Association of American 
Railroads John Gray says the 
dip is unsurprising, given the 
continuing country-wide 
lockdown as a result of the 
pandemic.  

“For most commodities 
seeing big carload declines 
– including motor vehicles, 
steel, ethanol, petroleum 
products, and more – the 

coronavirus 
clearly bears 

substantial blame 
during the last few weeks,” 
says Gray. “It’s reasonable to 
expect rail carload losses 
derived directly from the 
virus to begin their return 
after the crisis passes and as 
the economy gradually 
recovers.” 

Performance in Mexico 
has been equally weak, with 
intermodal volumes down 
22.6 per cent over the same 
period. For Canada, though, 
the impact has been less 
substantial, with volumes for 
the same end-of-April 
period down just 2.4 per 
cent, with volumes for the 
year to date only marginally 
worse off, down as they are 
3.6 per cent.  

However, the global rail 
freight experience does not 
conform to that of the 
Americas. Indeed China-
Europe services have 
reportedly experienced an 
upturn during the first 
quarter despite having been 
at the virus’s epicentre. 
Container volumes on the 
route surged 36 per cent. 
Freight director at Tirsped, 
Mirka Kedra, says intermodal 
services in Poland have also 
experienced a slight upward 
shift.  

“There has been a slight 
shift towards intermodal 
services during the 
coronavirus period 
compared to the period 
before, with many truck 
drivers refusing to go on 
long-haul journeys or to 
other regions of the country,” 
Kedra tells Voice of the 
Independent (VOTI). 
“Although, connectivity in 
Poland is limited to the most 
popular destinations – with 

some less popular areas 
having no coverage.”  

Kedra says that while 
slower than road, Poland’s 
intermodal services offer a 
number of advantages. 
Poland’s road freight is 
governed by stricter weight 
limits, with container weights 
capped at 22 tonnes 
compared to the 26 tonnes 
permitted by rail. 
Furthermore, if organised by 
the ocean carrier, shippers 
are able to avoid demurrage 
and detention charges. Even 
so, Kedra notes that rail 
freight still has hurdles to 
clear if it wants to compete.  

“Road transport remains 
more popular because of 
both its speed and flexibility,” 
she continues. “Rail 
transport of 
containers does 
not yet include 
reefer container 
services. Adding 
this capability 
would bolster 
the 
attractiveness to 
shippers of 
sending goods 
by rail rather 
than road. While 
as a forwarder 
we are not 
struggling with 
capacity, we would like to 
see an increase in services, 
up to twice daily rather than 
the present daily services. 
Which speaks to a broader 
concern surrounding the lack 
of flexibility and the 
additional transport times 
compared to road freight, 
not to mention the inability 
to pick up or leave empty 
containers at the rail 
terminals.” 

Kedra speaks to a purely 
domestic concern. However, 
the need to speed up service 
times has remained a 
constant for those 
attempting to bag volumes 
from the other modes. At the 
forefront of this push is, of 
course, the state-backed 
Chinese belt-and-road 
project (BRI). Since its 
adoption in 2013, the 
initiative has expanded 
markedly, with the multi-
billion dollar project covering 
more than a third of the 
world’s countries. Transit 
time reduction has been at 
the forefront and with 
notable progress having 
been made to bring China-
Europe service times down 
to around 15 days, 
expectations are this will be 
cut by almost a third in the 
near future. JD Link’s Allan 
Ma says the evolution of the 

BRI has resulted in notably 
swifter transport between 
the People’s Republic and 
Europe.  

“China-Europe railway 
makes it easier for goods 
from central and western 
China to be shipped to 
Europe,” Ma tells VOTI. 
“Through our JD-Link, we 
began booking rail freight 
services in 2014, the 
demand for which has 
continued to increase. Our 
customer base is mainly 
focused around both the 
auto parts industry and 
FMCG, including goods such 
as red wine. With the 
Chinese government 
subsidising rail freight 
services through the BRI a 
lot of customers are 

migrating over, 
for economic 
reasons as 
much as 
anything.” 

Ma believes 
the effect of the 
BRI will only be 
a plus for the 
UK’s intermodal 
sector, noting 
that the reason 
for the UK’s 
present limited 
standing is a 

result of volumes 
between China and the UK 
being too low for the 
Chinese to look to bolster 
the network. Late last year, it 
was reported that the UK 
had been “too distracted by 
European relations” to fully 
engage in the BRI initiative, 
with belt and road specialist 
Henry Tillman stating: “The 
British are currently failing 
to fully exploit the 
opportunities.” Tillman’s 
comments reported on 
Railfreight.com included 
concerns over the level of 
enthusiasm for the project 
coming out of both 
Whitehall and the UK rail 
sector.  

“This distraction led 
President Xi In 2018 to 
invite selected UK chairmen, 
academics and retired 
politicians, to visit Beijing 
and encourage inbound 
China investment 
opportunities,” Tilman said. 
“While there has been 
interest from German, 
French, and Dutch inbound 
Chinese interest over the 
past 18 months, the only 
significant investment from 
the UK that I have seen so 
far is in the financial services 
sector, and these have been 
comparatively small relative 
to other EU and Middle East 
countries.” 

Despite Tillman's 
concerns, there have been 
marked benefits for the UK 
as a result of the BRI 
initiative. In particular, 
short-sea connectivity has 
allowed UK shippers to take 
advantage of the China-
Europe services, which still 
remain quicker than sea and 
cheaper than air. Even during 
the pandemic, with Brunel 
Shipping's group operations 
director Mike White pointing 
to “huge savings with 
airfreight rates having gone 
through the roof”. Brunel 
presently moves containers 
from China into either 
Tilburg or Duisburg on an 
18-day service, before 
loading them onto short sea 
services to have them in the 

On track: rail gets a Covid boost

"the 
coronavirus 
clearly bears 
substantial 

blame during 
the last few 

weeks"

JOHN GRA Y
Association of 
American Railroads

China-Europe services have reportedly experienced an upturn 
during the first quarter despite having been at the virus’s 
epicentre
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UK four days later.  
“It’s a weekly service from 

eight Chinese rail hubs – at 
present – but with air costs 
having gone up to $15 per 
kilogram in some areas there 
has been huge demand to 
find faster-than-sea but 
cheaper-than-air 
alternatives,” White tells 
VOTI.  

“So, we are seeing 
unprecedented demand – 
especially as the UK 
economy looks to quickly fill 
a gap in its supply chain 
when we finally get the 
green light to fully open up. 
Considering this, we are 
asking shippers to provide at 
least a seven-day lead time 
to ensure we have the 
capacity on the rail network.” 

Like Brunel, Ma notes that 
when it comes to European 
rail services: “We will 
normally look to 
Tilburg in the 
Netherlands as 
the destination 
or transfer 
station for 
goods heading 
into and out of 
the continent. 
Particularly with 
services from 
Chengdu and 
Zhengzhou 
having reached 
maturity.”  

However, 
there are still 
areas for 
improvement. In 
particular, Ma 
points to track 
and trace. These 
processes have 
not reached the 
level of maturity 
he would 
otherwise like to 
see, which he 
says is resulting in a loss of 
shipments. And like Kedra, 
he believes the service is 
lacking capabilities from the 
cool chain perspective.  

“So, yes digitisation must 
be the next trend in rail 
freight,” he says. “As things 
presently stand, tracking 
shipments is hard work, with 
the tracking data provided 
by existing web portals not 
up to date. 

“As for the cool chain, 
honestly speaking, it is not 
up to scratch. Because you 
are required to use reefer 
carriers, the inability to bring 
empty containers back is 
resulting in large costs – 
normally through storage 
fees – or losing shipments to 
air or sea carriers.” 

As for Covid-19, Ma 
believes its impact on rail 

freight is mitigated by the 
ongoing support from the 
Chinese government. 
Furthermore, with airfreight 
rates surging and capacity 
dwindling, he sees rail as the 
only alternative with speed 
of delivery perhaps more 
pronounced than ever: 
“There could maybe be more 
services connecting to 
Eastern Europe – in fact, I 
think this is an area that 
should be developed – but 
recently we have seen a 
prosperity coming to rail.” 

China’s government is not 
alone in supporting the 
growth of its rail sector. 
General manager of Urgent 
Cargo Newton Wanjala says 
the shift to rail has been 
government-mandated in 
Kenya. As such, capacity has 
become a key concern.  

“Indeed, we are looking 
for more capacity since rail 
only accounts for a small 
percentage of the imports 
through Kenya,” Wanjala 

tells VOTI. “At 
present rail 
freight in Kenya 
– the market I 
am most 
concerned with 
– only serves 
containers. That 
means RoRo, 
cool chain, 
dangerous 
goods and 
less-than-
container load 
uptake is at zero 
per cent. We are 
also interested 
in increasing 
export volumes 
by rail, which 
lingers below 20 
per cent.”  

There are, 
though, notable 
benefits in the 
switch to 
moving goods 

by rail. Top of his 
list is the improved safety for 
road users; with fewer 
trucks on the road he says 
there has been a cut in the 
number of accidents. This 
has also led to a reduction in 
cargo theft.  

“Previously, we were 
witnessing multiple cases of 
seals being breached on the 
road or drivers disappearing 
with containers,” he 
continues. “But in moving to 
rail, that risk is now 
significantly reduced or even 
eliminated to a great extent.” 

Alongside these safety 
improvements, a key benefit 
has been a cut in transit 
times. While road may outdo 
rail in other parts of the 
world, freight going by rail 
between Mombasa and 
Nairobi takes half the time 
of that going by truck.  

“To this extent, I can 
confidently say rail freight is 
more reliable than road 
freight in Kenya,” says 
Wanjala.” But this is only 
from the perspective of the 
importer and clearing agent. 
Other players in the 
economy definitely are 
facing challenges.”  

This has included an 
associated loss of jobs, 
particularly in Mombasa with 
the road freight market 
clearing up. Businesses on 
the Mombasa-Nairobi road 
that had been heavily 
dependent on patronage 
from truck drivers – those 
selling food and drinks – 
have also seen custom dry 
up. In addition, oil marketers 
have suffered reduced 
income since trucks formed 
a significant part of their 
customers. And the focus on 
Mombasa and Nairobi has 
starved other areas that 
Wanjala believes would be 
equally well-suited to rail 
freight.  

“I’d like to see a Western 
Kenya route serving Kisumu 
and Eldoret - being the 
corridor to Uganda, South 
Sudan, Rwanda, Burundi 
– suffice to say that these 
countries are entirely 
dependent on the port of 
Mombasa,” he says.  

As the situation stands, he 
believes forwarders should 
have no issue in obtaining 
capacity, with the country 
not only having a sufficient 
and growing capacity 
offering on its routes but he 
says rail freight operators 
continue to work below 
capacity. Although, roundly 
positive, he shares in the 
gripes of others: “Yes, there 
is a need for digitisation, and 
we have no cool chain 
capacity.”  

In the broader African 
market, that situation is no 
different. Siginon Group’s 
commercial manager Job 
Kemboi says of cool chain 
volumes they are either very 
low or non-existent when it 
comes to rail transport.  

“This is partly the result of 
the way it must be handled,” 
Kemboi tells VOTI. “For rail 
to be attractive, the 
operators need to cut the 
amount of time spent on 
loading at various ports 
[Wanjala notes that 
Mombasa is in particular 
need of reducing delays] in 
order to reduce the circle 
time of product delivery to 
the market or to production. 
Digitalization is the way to 
go for an improvement or 
better turnarounds along the 
value chain.”  

With Kemboi engaged in 
the wider African market, he 
also sees a number of faults 

that need to be addressed. 
These are largely linked to 
the mode’s legacy reliance, 
with outdated rails 
hampering its capacity to 
move large and bulk volumes 
compared to other road 
services.  

“Rail undoubtedly 
continues to provide major 
challenges to various 
economies across the 
continent,” Kemboi tells 
VOTI. “But the advent of the 
modern standard gauge 
railway has become a 
game-changer, with those 
routes covered by it now 
more reliable than road 
transport. Indeed, for routes 
using standard gauge rail, 
importers favour rail over 

road as a result of a 
combination of the cost 
savings and increased 
reliability.”  

And, in much the same 
way that Covid-19 has seen 
Polish volumes shift from 
road to rail, so too is that 
shift being noted in Africa. 
Komboi says that as part of a 
movement to reduce the 
spread of the virus, 
governments across the 
continent are looking to 
push volumes from road to 
rail – with the increased 
efficiency offered by rail 
perceived as an added 
benefit.  

“Moving to rail also helps 
by cutting the number of 
people involved in the 

process,” he continues. “One 
rail movement can transport 
the same as 70 trucks, so 
rather than having 70 drivers 
on the road you can have 
one or two in command of 
the engine. Of course, it is 
far harder to roll out new rail 
services. The required 
infrastructure necessitates a 
huge capital investment and 
the associated time in 
developing the 
infrastructure. This, then, 
continues to be a big setback 
for rail development across 
the continent. Which is why 
connecting up the various 
economies – those in the 
east, the west, the north, 
and south – remains a 
difficult process.”  

On track: rail gets a Covid boost

"with air 
costs having 

gone up 
to $15 per 
kilogram in 
some areas 
there has 

been huge 
demand to 
find faster-

than-sea but 
cheaper-
than-air 

alternatives"
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WIS has issued urgent 
advice to members on 
Covid-19 insurance claims 
and expenses. 

It warned: “More and more 
members are receiving 
claims related to the 
pandemic. Furthermore, 
members are at risk of an 
increase in refusals to pay 
extra expenses incurred as a 
result of the Coronavirus.” 

The insurance company 
has consulted with lawyers 
and trade advisors to offer 
some solutions to companies 
facing insurance claims – 

which could lead to financial 
risks. It notes, however, that 
the solutions it is offering are 
just options, and that 
companies should discuss 
their response with their 
own legal counsel. 

It recommends the 
following disclaimer, to be 
used on all booking 
quotations. 

“The Covid-19 pandemic 
and associated containment 
measures remain a fluid 
situation entirely outside of 
our control.  We will 
continue to take all 

reasonable measures to 
mitigate impact to our 
customers' shipments.  
Nevertheless, certain service 
disruptions and/or delays 
may be unavoidable, for 
which we will not be liable 
and which may result in 
unforeseen extra costs or 
charges on the customer's 
account.  We specifically 
reserve any and all rights to 
use alternative conveyances 
and routes and to 
accomplish carriage and 
delivery at any alternative 
place in the event of 

disruption.  Please note that 
otherwise agreed customer 
schedules and rates may be 
subject to change and/or 
temporary surcharges may 
be applicable, subject to 
prior customer notice as 
circumstances may permit.  
To assist in mitigating any 
adverse impact and in 
recognition of restricted 
capacity under these 
unprecedented 
circumstances, we suggest 
all customers make their 
bookings with additional 
advance notice and that 

customers allow extra time.”  
And WIS has also outlined 

a letter that could be used to 
respond to any claims for 
losses due to delays. 

“The service disruptions 
caused by the Covid-19 
pandemic and associated 
containment measures 
include restricted capacities, 
facility and route closures 
and government operating 
restrictions.  We adopted 
and continue to adopt all 
reasonable measures to 
mitigate disruptions to our 
customers.  Unfortunately, 
certain service 
disruptions and 
delays are 
simply 
unavoidable.  
Because these 
unprecedented 
circumstances 
are entirely 
outside of 
control and 
comprise force 
majeure 
conditions, we 
must 
respectfully 
decline all 
liability claims 
arising 
therefrom in 
accordance with 
applicable 
contractual 
terms and/or 
governing law.  
In the event that 
you have cargo insurance 
applicable to the shipment, 
we suggest that you review 
your policy and/or consult 
with your insurance 
representative in order to 
verify potential coverage for 
any asserted losses.” 

It also suggested a 
response to any customers 
challenging additional costs.  

“The service disruptions 
caused by the Covid-19 
pandemic and associated 
containment measures are 
entirely outside of our 
control and comprise 
force majeure conditions.  
Extra costs and charges 
incurred as a result of 
these unprecedented 
circumstances are 
compensable by the 
customer in accordance 
with applicable 
contractual terms and/or 
governing law.  In the 
event that you have 

cargo insurance applicable 
to the shipment, such extra 
charges incurred may be 
subject to coverage and we 
suggest that you review your 
policy and/or consult with 
your insurance 
representative in order to 
verify.  In any event, the 
costs and charges must be 
promptly paid as set forth 
and we reserve the right to 
withhold delivery of any 
pending shipments under 

assertion of lien for 
the costs and 
charges in 
accordance with 
contractual 
terms and/or 
governing law.”   

However, WIS 
also warned that 
it could not 
predict every 
possible 
scenario, and 
the language 
may need to be 
adapted, in 
co-ordination 
with members’ 
own legal 
counsel. And it 
added: “The 
ability to defend 
on and/or apply 
"force majeure" 
depends upon 

the exact factual 
circumstances, what 
mitigating actions were 
taken by the logistics 
provider, the mode of 
transport and applicable law, 
the forum for dispute 
resolution, etc.”  

World Insurance Services 
in the exclusive insurance, 
bond and risk management 
partner of the WCA and its 
affiliated networks.  Contact 
us at customercare@
worldinsuranceagency.com 
or visit our website at www.
worldinsuranceagency.com 

GREG KRITZ
World Insurance

Protecting yourself 
from insurance claims 

"The 
Covid-19 
pandemic 

and 
associated 

containment 
measures 

remain 
a fluid 

situation 
entirely 

outside of 
our control"
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HAVE you noticed that even 
just the talk of higher global 
oil prices almost immediately 
pushes up the cost of fuel 
and energy to consumers, 
while there is a noticeable 
lag in passing on the benefits 
when oil prices go into 
reverse? 

Ocean carriers are no 
different to the oil majors 
and energy behemoths in 
their strategy: any increase 
in the spread between what 
they are paying for bunkers 
and what they are charging 
shippers in BAFs is their 
‘rainy day’ money. 

The bunker adjustment 
factor, commonly known as 
BAF, was first adopted by 
the container industry in the 
1970s to mitigate the impact 
of the oil price shocks of the 
era, including the 
Arab-Israeli war 
oil embargo of 
that decade. 

BAFs have 
continued to be 
part of freight 
rate calculations 
as prices have 
simplified from 
an almost 
opaque system 
of weight or 
measure 
computation of 
the cargo 
contents to an 
FAK (freight all 
kinds) box rate. 

To supplement 
their traditional BAFs 
carriers rolled out a myriad 
of complex low-sulphur fuel 
surcharges variously dubbed, 
LSA (low-sulphur 
adjustment) by OOCL, ITC 
(IMO 2020 transition charge) 
by Hapag-Lloyd and EFF 
(environmental fuel fee) by 
Maersk, to compensate 
them for the impact of the 
0.5 per cent sulphur cap 
introduced by the IMO on 1 
January.  

The majority of these 
low-sulphur surcharges were 
imposed by carriers starting 
from 1 December last year 
on the basis that the 
container lines needed to 
replenish the tanks of their 
ships that were not fitted 
with scrubbers with more 
expensive low-sulphur fuel 
oil (LSFO) in order to be 
compliant by 1 January.  

But with the price of 
compliant LSFO having 
fallen by the end of February 
to the same cost as 
traditional heavy fuel, before 
the IMO’s sulphur cap was 
enforced, carriers 
nonetheless still continued 
to bill shippers with their 
low-sulphur surcharges on 
top of BAFs. 

Moreover, LSFO, along 
with other marine 

fuels, has 
continued to 
track down as 
the oil market 
endeavours to 
manage a glut 
by storing the 
black stuff in 
every available 
tanker now 
sitting at 
anchorages 
around the 
world and 
earning 
shipowners and 
their brokers 

handsome 
returns. 

In March and April 
Rotterdam-sourced LSFO 
declined further to below 
$200 a ton, which is around 
half of the average cost paid 
by carriers for their bunkers 
in 2019. 

As we go to press just one 
major carrier has so far 
announced that it will cancel 
its low-sulphur surcharge, 
from 1 June, but many 
shippers have low-sulphur 
surcharge amounts built into 

volume contracts through to 
the year-end. 

Although the pressure is 
very much on carriers to 
rescind their low-sulphur 
surcharges, the liners’ BAFs 
are still being billed to 
shippers based on debatable 
or non-existent formulae. 

Negative BAFs were last 
seen in the industry in 2009 
during the financial crash 

and given the slow recovery 
for global economies 
predicted post-coronavirus, 
there seems to every 
prospect that BAF 
reductions will show on 
shippers’ invoices in the 
coming months. 

Some will no doubt argue 
that carriers have given the 
BAFs back - and more - to 
shippers over the years in 

rate discounts; hence their 
parlous financial position. 

However, in order to 
regain shipper trust, carriers 
need to segregate freight 
rates from bunker surcharges 
and adjust the latter in a 
timely manner according to 
market conditions. 

Insights IN
Seafreight – comment by Mike Wackett

Negative BAFs not rate discounts 

MIKE WACKETT
Sea Freight Consultant, FICS
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major carrier 
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surcharge, 

from 1 June 

To supplement their traditional BAFs carriers rolled out a 
myriad of complex low-sulphur fuel surcharges
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Can China’s experience help 
forwarders read the new retail? 
AS China eases itself out of 
lockdown and stores re-open, 
forwarders and retailers are looking 
to see how its economy and 
shopping sector has been affected 
– and what lessons can be learned. 

Retail globally has been rocked to 
its core – on top of a difficult 2019, 
the average market capitalisation of 
apparel, fashion and luxury dropped 
40 per cent between January and 
24 March this year. 

A recent McKinsey report, The 
State of Fashion in 2020: 
coronavirus update, estimates 
revenue for the global fashion 
industry will reduce by 27 per cent 
to 30 per cent, but could see 
positive growth of 2 per cent-4 per 
cent in 2021. 

Luxury will fare worse: the 
consultancy estimates a global 
revenue contraction of 35 per 

cent-39 per cent; it is particularly 
reliant on retail sales outside 
consumers’ home countries (20 per 
cent-30 per cent of revenue is from 
travelling consumers); it has a 
smaller online presence; and is 
mostly sold in stores. 

But even online fashion sales 
have declined – by 5 per cent-20 
per cent in Europe, 30 per cent-40 
per cent in the US and 25 per cent 
in China. 

Combined with problems already 
in the market, McKinsey said it 
expected “a large number of global 
fashion companies to go bankrupt 
in the next 12 to 18 months”. 

The question for suppliers will be 
‘which ones?’. 

China is seeing some new trends 
that are likely to be mirrored to 
some extent elsewhere in the 
world. One is a growing interest in 

supporting struggling local 
businesses, and a renewed interest 
in ethical purchasing. 

“As deep discounting plagues 
retailers for the remainder of 2020, 
a decade-long build-up of bargain 
shopping culture will be 
exacerbated by a rise in anti-
consumerism, a glut in inventory 
and cash-strapped consumers 
looking to trade down or turn to 
off-price channels,” noted 
McKinsey. 

And discounting is expected, in 
order to to clear full warehouses – a 
phenomenon that began after the 
2008 financial crash. While 
‘repurposing’ stock may be the 
answer for some, particularly the 
less-flexible supply chains of luxury 
fashion, others – in particular online 
‘fast fashion’ brands such as ASOS 
– should be able to swiftly adapt 
and continue to offer on-trend 
apparel. According to anaylst 
Jeffries, ASOS, following a share 
sale, should “survive and thrive”. 

Technology is also 
critical, with a trend 
towards online-to-
offline (O2O) 
platforms. 

“Guiding online 
customers through the 
physical store itself 
over video, O2O 
platforms have seen a 
surge… and it’ll be 
interesting to see if the 
trend continues when 
people are allowed full 
freedom again,” said 
one forwarder analysis. 

Even luxury brands, 
many of which had 
eschewed online sales, 
have begun to shift 
strategy now. But of 
course, much of the health of retail 
sales will be down to consumers’ 
ability to spend – which is likely to 
be restricted in the face of millions 
of job losses globally. Some analysts 
put China’s job loss numbers at 
70m, or 20.5 per cent; the US could 
see a 16 per cent unemployment 
rate with the loss of nearly 28m 

jobs.  
However, in China, there has 

been a move – alebit temporary -  
towards “revenge spending”, 
whereby consumers who have been 
unable to shop for weeks can’t wait 
to buy products again, But while 

there may be a spike, it’s 
unlikely that revenge 
spending will make up 
for all of the lost sales. 

McKinsey noted: “As 
we have seen in China, 
the re-opening of 
physical retail does not 
mean business returns 
to normal. When 90 
per cent of apparel 
stores re-opened in 
China, footfall and 
purchases were still 50 
per cent-60 per cent 
below pre-crisis levels.” 

Some analysts are 
optimistic, with Savills 
China Retail predicting 
a full recovery in sales 

in the second half of the 
year, but not everyone agrees. 

It will not just depend on 
discretionary spending ability, but 
also on the continued likelihood of 
restrictions, as well as each 
country’s response – the US’s 
state-by-state reopening will make 
it harder for companies to re-grow 
their business. 

“The result will be a bumpier 
journey back to pre-pandemic 
spending levels than many brands 
would like,” noted McKinsey. 
“Watching this outcome from afar, 
businesses in other markets may 
seek to lobby their national 
governments to coordinate a more 
united, joined-up “open for 
business” strategy when they 
eventually re-open from their 
respective lockdowns. This is an 
easier proposition in smaller nations 
than in large ones like the US, 
where the response to the 
pandemic itself has been 
fragmented on a state-by-state 
level.” 

There are also warnings about 
blindly following the Chinese model 
– its insular market is different from 
those in western democracies. 

“As the economic fallout unfolds, 
the Chinese market will continue to 
dance to its own rhythm and, while 
some of the beats will sound 
familiar or indeed universal, others 
won’t be popular beyond its 
borders.” 

The reported adds: “No company 
will get through the pandemic 
alone, and fashion players need to 
share data, strategies and insights 
on how to navigate the storm. 
Brands, suppliers, contractors and 
landlords should also find ways to 
share the burden.”

Feeder operators look to 
cut fleet sizes 
NORTH European feeder operators are downsizing fleets to mitigate the 
impact of falling demand from ocean carrier customers. 

One broker said there were “very few extensions” being negotiated in 
the sector. 

“Since the end of April, most of my discussions have been related to 
off-hire dates,” he said, “it’s not even about the daily hire rate as the 
feeder guys just do not have enough business coming through to justify 
the number of ships they are operating.” 

Entire service loops have been suspended or merged and port calls have 
been rationalised. As a result, North, Baltic and Irish Sea feeder operators 
are implementing schedule changes. 

“We haven’t got a clue how much they want us to load from one week 
to the next, and from where,” said one Irish Sea feeder operator. “Their 
ships still running from China are often dumping cargo at transit 
detention ports, so the numbers are constantly changing. 

“It’s in our DNA to be flexible, but with margins so slim we can’t afford 
to send half-empty ships into the Irish Sea and just bring air back,” he 
said. 

Singapore-based X-Press Feeders will now only deploy one instead of 
two 800 teu vessels on its ISX3 loop, with a revised itinerary. 

According to SeaIntelligence, Felixstowe port is “one of the hardest hit” 
of the North European hubs, with a “30 per cent drop in vessel calls from 
Asia”. The biggest feeder operator is Unifeeder, with a fleet of some 60 
vessels. 

Unifeeder is understood to want to return several ships to their owners 
until transhipment volumes pick up, and is adjusting its coverage to meet 
the reduced demand.

"As we have 
seen in 

China, the 
re-opening 
of physical 
retail does 
not mean 
business 

returns to 
normal"

Online ‘fast fashion’ brands such as ASOS – should be able to swiftly adapt 
and continue to offer on-trend apparel
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COMPANIES must “weigh 
their options carefully” when 
considering making staff 
redundant instead of 
furloughing them. 

Under many countries’ 
schemes, companies can 
temporarily lay-off staff 
while the government pays 
the majority of their wages. 
But according to a survey 
by People Management and 
human resources association 
CIPD, one in four 
companies are 
also considering 
permanent 
redundancies. 

This has 
severely 
affected some 
of the 
multinationals. 
At the end of 
April, DSV 
Panalpina said 
that more than 
3,000 staff 
could lose their 
jobs as a result 
of the impact of 
coronavirus. 
DSV said it 
wanted to cut its cost base 
by 10 per cent. Half of the 
cuts will be in air and sea 
freight forwarding, with 30 
per cent from road and the 
remaining 20 per cent from 
contract logistics. 

Significant amounts of job 
cuts have also been reported 
at Ceva Logistics, although 
no confirmed numbers have 
been published. However, 
two multinationals, 
Expeditors and Kuehne + 

Nagel, appear to be trying to 
stave off redundancies at all 
costs. Some companies are 
considering four-day weeks, 
or job sharing, in a bid to 
keep as many staff as 
possible. 

Among smaller 
forwarders, there is a similar 
situation. Several have made 
redundancies, with – in 
some cases – sacked 
workers asking to be 

re-hired and then 
furloughed, but 
many companies 
are refusing. 

Ben Willmott, 
CIPD’s head of 
public policy, 
told People 
Management: 
“Making 
redundancies 
should be a last 
resort once all 
other options for 
reducing 
workforce costs 
have been taken. 

“Organisations 
that are most 

successful in 
protecting jobs and 
supporting their employees 
will also be those that are 
most resilient and best able 
to recover once this crisis is 
past.” 

There were also warnings 
about mis-managing 
redundancies. Paul Holcroft, 
associate director at HR 
specialist Croner, said 
normal redundancy rules still 
applied and companies 
should be very careful. 

“Employees can still seek 
to bring tribunal claims if 
their employers do not 
handle these situations 
properly – a process that is 
likely to drag on for an 
extended period because of 
the outbreak.” 

He said businesses should 
“weigh up all their options 
carefully” to avoid issues 
arising at a later date, and 
potentially retain staff they 
otherwise would not want to 
lose. 

One forwarder who lost 
his job at an independent UK 
forwarder said: “If you are 
firing and furloughing, it 
looks as if you are trying to 
have the best of both worlds. 

“It doesn’t seem right; if 
you are using government 
money to protect jobs, you 
shouldn’t be allowed to 
make redundancies too. And 
making redundancies gives 
the impression you are in a 
bit of a hole.” 

He added that “on the 
flip-side, [several forwarding 
companies] have made it all 
about the people, and less 
about short-term profit”. 

Another senior forwarder 
at a mid-size firm added: 
“We haven’t fired anyone 
and we won’t. We have 
furloughed, in line with 
customers closing, but 
redundancy? No, no, no. 

“But a lot of forwarders 
operate hand to mouth – 
four weeks’ cash flow and 
bang – they are out of 
money.  We don’t.” 

The managing director of 

one independent 
forwarding 
company, which 
fired some 16 per 
cent of its 
workforce, and 
furloughed 23 per 
cent, explained: 
“As a business, 
we made an early 
decision on where 
we saw ourselves 
in the short to 
medium term, and that has 
resulted in some 
redundancies and 
furloughing of staff. 

“This is always a 
distressing time for the 
individuals and the business. 
However, for some time we 
have been preparing for a 
fresh future with system 
innovation, and the present 
pandemic has made this a 
greater priority. 

“When business recovers, 
it will clearly be a very 
different world. We were 
already positioning the 
business to be between a 
traditional and an online 
forwarder. 

“The future of freight will 

involve a heavy 
focus on 
digitisation, 
automation and 
artificial 
intelligence 
solutions to 
deliver 
customer added 
value.” 

Sarah Dowzell, chief 
operating officer and 
co-founder of Natural HR, 
told People Management: 
“How you behave and treat 
your employees – both 
those being made redundant 
and those unaffected – 
during this time of crisis can 
have a huge impact on the 
perception of your company 
once you’re out the other 

side. 
“Handling it without the 

due care and attention such 
a situation deserves will not 
only make an already 
stressful time for your 
employees that much more 
difficult, but it could also 
adversely affect how your 
business is viewed 
externally, and your ability to 
attract future talent.” 

Dan March, chief 
executive of WCA, pointed 
out that it was already 
difficult to recruit well-
trained, quality staff. 

“Companies don’t want to 
re-emerge from this having 
lost skilled staff, and don’t 
want to lose anyone 
permanently.”

Forwarders struggle with choice of 
firing or furloughing

"If you are 
firing and 

furloughing, 
it looks as 
if you are 
trying to 
have the 

best of both 
worlds"

Forwarders welcome temporary storage 
offer – but insurers express concern 
THE offer by shipping lines to temporarily 
store containers at way ports to avoid 
congestion at destination terminals has 
proved popular. 

However insurers are concerned about the 
increased security risk from the storage of 
containers at the temporary off-dock 
facilities, as well as the potential for cargo 
damage. 

MSC, Maersk and CMA CGM are among 
the carriers catering for consignments 
shipped out of China that were too late to be 
postponed or cancelled. 

“It was a great initiative by the lines to 
react to the problem of boxes arriving here 
with nowhere to go,” one forwarder said. 

“The port was getting very nervous about 
congestion and was looking at a number of 
areas locally for storage, but that would have 
been very complicated in terms of releasing 
containers,” he said. “And who was going to 
pay for the lifting costs and shunts from dock 
to storage?” 

Insurers expressed concern that carriers 
may be exposing themselves to additional 
liability and risk. Michael Yarwood, managing 
director loss prevention at the TT Club, said 
security was “the most dominant of the risk 
issues as operators seek alternative storage”. 

He added: “Whether it’s taking up 
buildings not usually used for storage or 
laden vehicles parked adjacent to a full 
warehouse, or simply facilities unfamiliar to 
the operator, the security regime may not be 
of a similar standard. This concern is not just 
limited to fencing, lighting, security patrols 
and CCTV, but also communication with 
hauliers delivering cargo to the unfamiliar 
premises. 

“There is also the constant danger of 
vehicles being diverted into the hands of 
criminals; the so-called round-the-corner 
theft,” warned Yarwood. 

The TT Club said there was also a 
heightened risk of cargo damage where off-
dock terminal storage locations had “less 
permanent surfaces or increased exposure to 
vegetation and pest ingress”. 
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AS THE CARGO AIRLINE THAT
FLIES TO MORE COUNTRIES THAN
ANY OTHER, WE CARRY
ALL YOUR HEALTH AND WELLNESS
NEEDS, FROM PHARMACEUTICALS
TO MEDICAL SUPPLIES WITHOUT
EVER INTERRUPTING THE 
TEMPERATURE-CONTROLLED
COLD CHAIN.

THE WORLD'S HEALTH IS
IN THE SAFE HANDS
OF TURKISH CARGO

RECENT weeks have provided a steep 
learning curve for virtually everybody in the 
logistics business. 

“Our members are certainly better 
educated about force majeure than three 
months ago,” remarked Brandon Fried, 
executive director of the US Airforwarders 
Association. 

The Covid-19 pandemic has hit industries 
around the globe like a tsunami, pushing 
large and small companies to the brink. For 
most of them it was like a bolt out of the 
blue. Nothing in their plans had prepared 
them for anything remotely as catastrophic 
as this. 

Many were completely 
unprepared. A survey conducted 
in late February/early March by 
the Institute for Supply 
Management found that 44 per 
cent of respondents had no 
contingency plan for the 
pandemic as it was hitting 
supply chains from China. 

Existing contingency plans 
have been built on the 
assumption of regional disasters 
of limited duration like 
earthquakes or hurricanes, not a 
global disruption of uncertain 
duration, noted Albert Saphir, 
principal of logistics consultancy 
ABS Consulting. 

“This is the first time in three 
generations of business that we 
are confronted with a situation 
like this, where whole countries have shut 
down,” remarked Karl-Heinz Legler, general 
manager of Rutherford Global Logistics. 
“Contingency plans will be built on the basis 
of this experience. Now it’s too early, 
nobody has time to do plans now.” 

According to cargo insurance provider TT 
Club, many crisis management plans will be 
relevant in the current situation, 

notwithstanding its extraordinary scale and 
scope. They can help to identify 
vulnerabilities. 

Speaking at a recent webinar organised by 
eyefortransport, Peter Bolstorff, executive 
vice-president for corporate development 
for the Association of Supply Chain 
Management, argued that companies should 
have a structured approach to a potential 
disruption.  

One fundamental step is the thorough 
mapping of supply chains, which needs to 
identify all links and locations and which 
products might be affected by a shutdown of 
a supplier down the line. 

Equally important is the creation of 
response teams and emergency operations 

centres to coordinate operations 
and take steps to respond to 
disruptions. 

Over a period of 18 months 
Damco has developed a 
programme to prepare all 
employees for 47 different 
scenarios that could disrupt a 
supply chain. In addition, a 
‘business resilience app’ was 
developed for the programme. It 
enables local and global teams 
to communicate in real time, it 
has incident reporting and 
management functions and 
stores all relevant information 
on procedures and links to 
relevant contacts. 

The Airforwarders Association 
has put up a Covid-19 resource 
page on its website, which 

includes industry updates, 
member airmails on the issue and links to 
resources. 

For Fried one of the lessons from the 
pandemic has been the experience of how 
many jobs in this industry can be performed 
by employees from their homes. “Ten, 15 
years ago this would have gone completely 
differently,” he reflected. 

Saphir reckons that this is going to alter 

firms’ approach when they emerge from the 
present situation. “I think some companies 
may change the way they do business. 
Maybe they won’t have all their employees 
come into the office, shift more work to 
homes,” he said. 

“There is a tremendous amount of 
technology tools available that make that 
possible,” he continued. “Some airlines have 
antiquated IT infrastructure, others can 
move to a hotel and run their operations 
from there.” 

Fried urges forwarders to be flexible and 
to diversify. 

“Diversification is not a dirty word. It helps 
to be in several verticals,” he said. 

Flexibility will be necessary, as this crisis 
has no defined exit point. As economies 
open up again, the risk of new spikes in 
infections that could prompt another return 
to restrictions looms large. As economies 
remain at risk of lurching back and forth 
between restart and relapse, flexibility and 
contingency measures are critical. 

Some vulnerabilities are high on the radar. 
At the eyefortransport webinar Dave 
Shillingford, chairman of DHL Resilience 360, 

mentioned ports as an area of concern. 
“We are starting to see the risk of ports 

being closed when port workers are infected. 
It happened briefly in Houston,” he noted. 

At the end of April TT Club issued a 
warning about the risk of cargo building up 
at ports and inland warehouses. Beyond the 
spectre of congestion, this raises risks in 
terms of security as well as questions in how 
far storage facilities are suited to hold 
certain types of cargo for extended periods 
of time without damage to the goods, it 
pointed out. 

Forwarders are expecting to see some 
fall-out from the crisis in terms of insurance 
down the road. 

“At the moment it’s too early for insurance 
underwriters to come up with changes of 
rates or terms of coverage,” Legler said. 

“I haven’t heard anything yet about 
insurance and risk management,” confirmed 
Saphir. “I think it will vary by country.” 

BRANDON FRIED
Airforwarders Association"Our 

members 
are certainly 

better 
educated 

about force 
majeure 

than three 
months 

ago"

Contingency planning is an 
evolving must in light of
Covid-19


