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FORWARDERS are calling for
greater transparency over IATA’s
cargo settlements payment
system CASS, following claims
that there have been financial
irregularities.
In November, a GSSA reported
IATA to the German financial
supervisory authority, Bafin, over
allegations that CASS is
operating a credit facility, which
unknowingly exposes
participants to bank charges, and
that it had failed to alert
participants to companies which
have defaulted on payments.
The concerns stem from IATA’s
“hinge accounts” which enable
the association effectively to
offer credit to airlines, even if
customers have not yet paid.
However, this means in
essence that participants in
CASS, which is operated on a

“cost recovery basis” according
to IATA, appear to be
paying for a credit
facility for which
only the airlines
benefit.
The costs of CASS
are divided between
participants, but,
said the GSSA, “we
are paying the
interest and bank
fees along with the
airlines – but only
the airline could
possibly benefit”.
Dan March, chief
executive of WCA,
called for greater
clarity.
“The IATA CASS
system is good for
the industry, and has
solved a lot of problems.

“But the age-old issue with
IATA is the
perception that
everything it does is
for the benefit of
airlines.
“The system is
opaque. Everyone
would be more
comfortable if there
was greater
transparency in
CASS and what the
fees are used for.
That would
counteract fears that
the system is run
only for the airlines,
not for everyone.
“Forwarders are
currently being
urged to be more
transparent – that
should extend to more

"we are
paying the
interest
and bank
fees along
with the
airlines –
but only the
airline could
possibly
benefit"

transparency from everyone.”
The complaints stem from a
case in the summer in which a
freight forwarder failed to pay its
settlement to IATA.
Nevertheless, IATA paid the
GSSA involved, which then
booked more capacity on an
airline for the forwarder. The
GSSA only found out three
months later that the forwarder
had not settled – but IATA had
advanced the funds anyway.
In a letter to Bafin, the GSSA
wrote: “IATA had advanced
covering funds for three months,
masking the increasing monthly
bad debt as the agent continued
to be supplied by us with air
waybills. IATA had not, until we
argued, even allowed us or other
agents to view any of these
reports.
Continued on page 3
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CASS system masked
increasing bad debt

continued from page 1

“At the third month, IATA
informed us that it would be
reducing the amount it
settles to us from all other
airlines in CASS by the
amount not collected (but
hidden by their credit
advancing), from the
non-paying forwarder. It calls
this ‘claw back’.
“We have therefore been
exposed to losses over three
months by the combined
effects of being denied
visibility and IATA’s
advancing of unknown credit
to the system, covering up
for the forwarder.
“Obviously if we hadn’t
seen the money arrive in
month one, we would have
stopped two months earlier.”
IATA backtracked on the
lack of visibility following the
initial complaint, but the
GSSA said: “I have the ability
to see [who has paid] now.
“But it’s laughable. You get
an email noting that
‘something has changed’ –
but you can’t see what it is.
You have to log on,
download an Exel file and
format it to see what is going
on.
“This is not how it should
be. It should be easily
accessible.”
However, IATA argued that
it “provides equal levels of
visibility to all CASS
participants, including to the
GSSAs, on all CASS features
and enhancements through
information publicly available
to the CASS community,

such as the applicable IATA
CASS resolutions and CASS
notices and bulletins issued
by IATA from time to time,
and through the CASS
customer service call centre”.
It added that it
had “recently
made an
enhancement to
its CASS
systems to
provide GSSAs
with a
convenient and
direct access to
e-bulletins
containing
agents’/
intermediaries’
irregularities
and default
information”.
It is also
unclear whether
IATA has the
correct licence
to offer credit, a
highly regulated
part of the
financial
industry.
IATA‘s act of incorporation
states: “Nothing in this
section shall be deemed to
authorise the association to
issue any note payable to
the bearer thereof, or any
promissory note intended to
be circulated as money, or as
the note of a bank, or to
engage in the business of
banking or insurance”.
However, the letter to
Bafin claims IATA “operates
a CASS system that

advances many millions,
charges interest all have to
cover, makes its fees doing
that too, and takes credit
risk decisions”.
It adds: “They are in need
of proper
inspection,
licensing and
probably a
significant fine,
as they have
been told about
this and refuse
to change
because the
airlines like it,
and so does
IATA”.
IATA said in
response: “IATA
strives to
conform with
applicable
financial
regulations in
each of these
markets. IATA
consistently
monitors
financial regulatory
developments as part of its
global compliance
programme to ensure
ongoing compliance on a per
market basis.”
It added: “IATA operates
the CASS as an independent
system on a cost recovery
basis. Airlines and GSSAs
pay a nominal entry fee, and
the participant pays a
transaction fee based on
the global standard charging
unit for the CASS services
provided by IATA
worldwide.
“Where bank charges and
interest may be applicable
under the reported sales
model, they are accounted
for and covered by IATA as
part of the operational costs
of running CASS.”
Glenn Shires, secretary
general of the Federation of
Airline Sales Agents, which
has been supporting
members with concerns,
said: “This is ultimately a
result of CASS being moved
out of the cargo department
at IATA, and therefore the
loss of true expertise.

"Obviously
if we
hadn’t seen
the money
arrive in
month one,
we would
have
stopped
two
months
earlier"

“It’s the bridging, using
hinge accounts, that is the
problem. A side effect of this
is the masking of bad debts
for months, and this is
causing the industry
problems. GSAs and
forwarders have
unknowingly shouldered the
burden, while the
beneficiaries are the airlines.
“No one here is looking to
harm or even fight IATA, and
the federation in particular
has gone to enormous
lengths to help IATA deal

with the issue.
“Remember, above all, if
we didn’t have IATA, we’d

have to invent it – though
we’d make it more fit for
purpose.”

Wherever your pharma goes.
We keep cool.
When it comes to delicate cargo, both logistics
experts and global pharmaceutical manufacturers
value our dependability. As a CEIV-certified airline,
we strive to play our part in the cool-chain and
meet our customer’s temperature requirements.
Even in the toughest conditions.

swissworldcargo.com

We care for your cargo.
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Spotlight ON

Brandon Fried

The forwarders' focus
BRANDON Fried, head of
the US Airforwarders’
Association, has a lot on his
plate. The association is
effectively a backstop
between regulators and
forwarders, a defence against
the whims of US
authorities,
which are
constantly
changing the
game.
Currently in
his sights are
plans by the
Customs and
Border
Protection (CBP)
agency to make
forwarders file
electronic
air-cargo manifests in
advance of flights.
Fried explains that there
has been little take-up by
forwarders of a pilot project,
in which they would file
house and air waybill details
directly to CBP, and then tell
carriers they have done so.
“CBP is considering
changing the rules to bring

the forwarders into the
picture, to submit house air
waybill data before
departure,” he says. “We are
not sure what that is going
to look like.
“The forwarder has data
early on, but that
data can change,
and we don’t
want to be
sanctioned for
inaccuracies. We
want the chance
to correct.
“And not all
forwarders have
sophisticated
technology,” he
adds. “Everyone
needs easy
access to get it
done. The devil is in the
detail, and we are waiting for
details from the CBP.
“Our interactions with
them are open and
straightforward; they can
talk to me now, or later – but
I am not going away.”
Fried argues that the
association is critical, to
ensure that forwarders are

"The devil is
in the detail,
and we are
waiting for
details from
the CBP"

One of the biggest concerns is the lack of dogs for the canine
screening programme, with fears of demand outpacing supply

“in the room” when new
legislation is proposed, and
can attempt to steer
regulators away from
impractical ideas.
The association is also
talking to the TSA on new
security arrangements
proposed for 2021.
“TSA is planning a new
programme like the known
consignor programme.
Freight will be screened on
all cargo flights. And there
will be other security
requirements,” he adds.
“We are working with the
TSA on what actually
happens. We are ‘in the
room’.
“The basic, over-arching
idea is that there is fair and
equal access to flights while
adhering to security
standards consistent with
global requirements.”
He says that there have
recently been some
beneficial changes. The
Indirect Air Carrier
Management System
(IACMS) and the Known
Shipper Management System
have been simplified.
“We have still not got over
the data hump with
government agencies, and
are still submitting paper,”
says Fried. “But – things have
improved.
“There are two required
management system
platforms that forwarders
must access, and they are
awkward and archaic, and
that hadn’t been addressed.
“Finally, the TSA has
authorised the reengineering of both systems
which will make it easier for
members and shippers. The
issue is not the process, it’s
access.

“As far as data-sharing
goes – it’s the wild west out
there. We want to get to a
place where one filing does
all things. It doesn’t make
sense not to. We want to
make it as seamless as
possible, but I know it’s not
easy.”
One of his biggest
concerns – which has been
masked by this year’s soft
market - is the lack of dogs
for the canine screening
programme, for which he is a
great advocate.
But there are fears that
demand will outpace supply,
All freight must be
screened under the 2021
rules change, which in part
can be done with dogs, but
there are concerns that not
enough animals will be
trained in time.
“This goes beyond
technology,” says Fried. “This
is going to get big really
quickly when the ICAO
change comes in. It will mean
more screening for more
cargo.
“That’s a concern.
Standards for the dogs are
very high, they have to
continually qualify and I’m
concerned about that. Do
they have enough dogs to
fulfil the requirement?”
The third-party K9 cargo
programme began in
November last year, which
allowed private operators to
train and use dogs for cargo
screening. There are
increasing numbers of
vendors – but still not
enough to satisfy likely
demand in 2021.
“The 3pK9 programme is
up and running, and highly
successful,” explains Fried.
“Many forwarders are now

in the screening business,
but they have not started the
3PK9 programme yet as
there are other vendors.”
He points to a lack of
alternatives as adding to the
importance of dogs.
“There isn’t yet a piece of
technology that can screen a
whole pallet. It’s very
challenging and expensive.”
And dogs could have a use
beyond explosive
detection, he
adds.
“We think
canines can be
trained to spot
unidentified
lithium ion
batteries.
“I am still
concerned that
governments are
not stepping up
to the lithium
battery threat.
They put the responsibility
on forwarders and airlines,
but what are governments
doing to ensure standards
are not a danger to the
public?
“Many of the [culprit]
companies are outside the
US – so here it’s about
awareness. But it’s a
concern.”
On some issues, such as
tariffs, he is careful not to
speak on behalf of members
who have differing opinions.
“Members are split on tariffs.
Some say they are
frightening business and

Executive Director
Airforwarders Association
bringing volumes down.
Others say, ‘let’s take the hit
now as it has to be done, let’s
put China on notice’.
“The global economy is
flattening, but that might be
a lot of factors. The Federal
Reserve has dropped interest
rates. But something is
causing it, and it’s
likely to be
tariffs. Fortunes
are not as
plentiful as they
were last year,
it’s plateaued.”
But, there’s a
silver lining in
every cloud. “I
am not
complaining
about the US
trucking
shortage any
more,” says Fried. “But when
volumes do go up again, we’ll
be worried about that.”
But he notes that the
industry is doing its best to
encourage new drivers into
the business, offering day
trips, health facilities,
showers en route. “Drivers
are getting more money, but
income for trucking has
fallen. Perhaps it's less
utilisation, or more
operators, or volatile pricing.
“But every shipment starts
and ends with a truck, so we
do need to get younger
people in the industry.”

"The 3pK9
programme
is up and
running,
and highly
successful"
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THE
last 18
months have
witnessed a collective push
among states of the African
Union (AU) to open up and
facilitate greater trade links
across the continent. The
effort largely follows on from
the signing of the African
Continental Free Trade
Agreement (AfCFTA). In
March last year, a key pledge
within the agreement was
recognised with the opening
of the African Continental
Free Trade Area. To date, 44
members have signed into
the area, with 22 states
having ratified it.
Covering a market of more
than 1.2bn people, AfCFTA
aims to capitalise on the
continent’s growing middle
class and a collective GDP
exceeding US$3.4trn. Once

Focus ON
all
members
have
ratified the
agreement, it will
also boast the world’s
largest trading block and
free trade area, with
expectations from the
Economic Commission for
Africa (UNECA) that it has
the potential both to boost
intra-African trade by 52.3
per cent through the
elimination of import duties,
and to double this trade if
non-tariff barriers are also
reduced.
A statement from the
organisation notes that: “The
main objectives of the
AfCFTA are to create a
single continental market for
goods and services, with
free movement of business
persons and investments,
and thus pave the way for
accelerating the
establishment of the
Customs Union.
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Africa: the continent ope
“It will also expand
intra-African trade through
better harmonisation and
coordination of trade
liberalisation and facilitation
and instruments across the
Regional Economic
Communities (RECs) and
across Africa in general. The
AfCFTA is also expected to
enhance competitiveness at
the industry and enterprise
level through exploitation of
opportunities for scale
production, continental
market access and better
reallocation of resources.”
The continent’s second
largest economy, South
Africa, is purportedly
growing as a result of the
increase in intracontinental
trade. A report from Ken
Research suggests that this
will filter down to the
logistics sphere, with
expectations that South
African logistics companies
at least will benefit from the
coming boom in trade.

“Due to the participation
of 49 African countries in the
AfCFTA Agreement,
intra-African
trade is
anticipated to
improve in the
coming years
which will create
more demand
for logistics
service over the
continent,” says
the report. “The
South African
logistics market
has witnessed
positive growth
over the past
few years owing
to the rising
demand from
the FMCG,
Retail,
Automotive industries and
E-commerce orders. The
increase in the export and
import values of goods have
also driven the freight
forwarding, warehousing and

value-added services
segment in South Africa.”
While the
implementation
of AfCFTA
obviously poses
long-term
solutions, there
are immediate
inter-state
issues that
require
addressing. In
South Africa,
not least of
these is the
startling
unemployment
rate. Director of
international
forwarding at
the South
African
Mercantile
Corporation (SAMC) Liz
Taylor points to an official
unemployment rate of 29
per cent among a population
of close to 60m people.
“We have 21 million

"Due to the
AfCFTA
Agreement,
intra-African
trade is
anticipated
to improve
in the
coming
years"

individual taxpayers, only
6.4m (30 per cent) were
expected to submit tax
returns,” Taylor tells Voice of
the Independent. “Therefore,
of 60m people only 30 per
cent are paying tax to the
government. This then
hinders economic growth
and expansion.”
There are other areas
which, by Taylor’s telling, are
also hindering Africa’s
economic development. For

LIZ TAYLOR
South African Mercantile
Corporation
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African logistics

ening up

YOUNES EL OUALI
Transports Internationaux
Philippe Peschaud
instance, she cites the
implementation of the new
Customs and Excise Act of
2014. Due to be completed
by the close of 2025, it is
being introduced piecemeal
and as such, when
addressing the pitfalls, it has
contributed to the slow
processing of clearance
documents via the customs
EDI system.
“Release can
be granted as
quickly as 45
minutes on 85
per cent of all
submissions,”
she says. “But
the inflow of
illicit;
counterfeit;
undervalued and
undeclared
goods continue
to hurt the
economy. In
response to this
South African
Revenue Services
(SARS) has put in a few
counter measures and
interventions in place which
unfortunately impacts
negatively on legitimate
trade in the process. All
counterfeit goods are now
destroyed as opposed to
selling these goods, thus
preventing them from going
into circulation.
“There are also the two
biggest problems of liquidity
and infrastructure. However,

South Africa is rated in the
top three of ‘Attractiveness
for Investment in Africa’. In
addition, South Africa is
rated in the top five
countries in terms of
infrastructure. Durban Port,
though, has suffered from
severe port congestion,
which if not alleviated soon
will result in shipping lines
introducing a port
congestion surcharge. The
port congestion is receiving
government attention at the
highest level.”
So, while she sees
problems, Taylor appears to
some extent optimistic over
the direction being taken
within the wider continental
community. She notes that
the agreement commonly
referred to as the South
African Customs Union
entered into by the four
countries sharing their
borders with South Africa
has been
enhanced.
Furthermore,
she says that
with the
deployment of
AfCFTA, South
Africa is
expected to be
one of the
biggest
beneficiaries of
the Agreement
on the African
Continental
Free Trade Area.
Similarly,
general manager
of Morocco’s
Transports Internationaux
Philippe Peschaud (TIP
Peschaud), Younes El Ouali,
is optimistic at the
increasing opening up of
trade within the continent.
“There are some Free
Trade agreements that are
bolstering our activity,
allowing us to boost
exchanges with some
African states,” notes El
Ouali. “Developing our
activity with our African

"Developing
our activity
with our
African
partners is
one of our
company
priorities"

partners is one of our
company priorities, because
Morocco is becoming a hub
between African countries
and the rest of the world.
The bulk of our business is
mainly from Europe and Asia.
Growth is everywhere, as
Morocco is developing its
import/export operations
worldwide.”
Taylor notes that SAMC is
witnessing a growth in
exports, but with declines in
cargo originating from the
European Union – citing a
decline in UK business,
particularly. This has come
alongside an increase in
“cross trade” business:
shipments moving from the
US to Senegal, and China to
the UAE. But again, she
stresses that China and Asia
are key business engines for
the company, reflecting what
Africa is experiencing. El
Ouali’s “rest of the world”

similarly is largely anchored
in Asia. Reports suggest that
the Asian giant (China) has
pumped more than $2trn
into investment and
construction projects across
Africa over the last 15 years.
And since 2017 it has ranked
as the continent’s largest
trading partner – pipping the
US to the title in that year.
2015 marked a careerhigh in trade between China
and Africa, according to
figures cited by the China
Africa Research Initiative.
While the following two
years showed something of a
slump, import and export

volumes appear to be back
on the rise. Taylor notes one
issue that arises though is
the treatment of Africa
almost as a single unity: “We
are often approached to
handle business which is not
relevant to South Africa.
Therefore, there does seem
to be a global perception
that Africa is a ‘United
States’” she says. This,
though, has not been bad for
business, at least for SAMC.
“As per government
statistics, there has been a
year-on-year increase in
exports from South Africa,”
she continues. “Therefore,

we have found it necessary
to strengthen our export
departments nationally.
Chief exports from South
Africa include corn,
diamonds, fruits, gold, metals
and minerals, sugar, and
wool.”
Business is now
recognising the
opportunities. DP World has
announced a slew of new
openings and new
agreements across the
continent. At the end of
October, it opened the Kigali
Logistics Platform (KLP).
continued on page 8
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African logistics

New infrastructure, new
routes and new innovations

continued from page 7

Situated in the Rwandan
capital, the facility boasts the
ability to save Rwandan
businesses in the region of
$50m in logistics costs
through improved
efficiencies, with an annual
handling capacity of 50,000
teus. And through its test
phase over the course of
2018 it certainly showed
startling improvements,
cutting truck turnaround
times from 14 days down to
just two to three. DP World
chief executive officer Sultan
Ahmed Bin Sulayem says
part of the push has been
linked to the company’s
belief in the economic
potential of not only Rwanda
but its neighbouring states.
“DP World is proud to
support Rwanda in its
ambitions to establish itself

as a key services and trade
hub for the region, and to
accelerate further economic
growth by sharing our
knowledge and expertise in
innovation and technology,”
says Bin Sulayem. “As we
inaugurate Kigali Logistics
Platform, we are delighted by
the impact it has already had
on businesses and the
community. We look forward
to building on our strategic
partnership with the
Rwandan government to
expand the logistics and
trade sector, by empowering
the Rwandan people to
increase the attractiveness
of the country as a key trade
hub in Africa.”
Similarly, it is also making
forays into Namibia, having
entered a memorandum of
understanding (MoU), with
Namibia’s Nara Namib Free

Economic Industrial Zone
that will see it develop a free
economic zone for industry
and logistics in Walvis Bay. In
a statement, DP World said
the parties were hoping to
have finalised the agreement
within the first half of 2020,
adding that the facility would
provide businesses with
development-ready land for
industrial and logistics
operations, pre-built
warehouses and office
accommodation. The first
phase will be a gross
developed area of 50
hectares, with expansion
opportunities up to 1,500
hectares. Nara Namib’s
Andre Oliver says the MoU
brings the country a “step
closer” to fulfilling its “vast”
economic and trade
developments.
“We look forward to

benefiting from DP World’s
global expertise and network
in the areas of parks,
economic zones, ports and
logistics while creating
synergies with our strong
local footprint and industry
reach,” adds Oliver.
Optimism over what the
project can bring is certainly
shared by DP World, which is
claiming that development of
the first 50 hectares phase of
the zone could create up to
3,000 jobs and play a part in
attracting investment in the
region of $237m with the
increase in trade flows to
neighbouring markets
including Angola, the
Democratic Republic of
Congo, Zambia, Zimbabwe,
Botswana, Malawi and South
Africa. And the port
operator’s chief executive for
Middle East and Africa,
Suhail Al Banna, stresses DP
World’s commitment to
helping “enable smarter
trade” in Namibia.
“We believe the country
has great potential to expand
its role as a hub for the
region,” he says. “The
Namibian government’s
recent legislation on free
zones and efforts to facilitate
greater business provides an
attractive environment for
investment.”
For air cargo, Africa
remains one of the bright
spots – albeit that it comes
from a low starting point.
Latest figures from the
International Air Transport
Association (IATA) indicate
the continent to be the only
growth region in the sector.
Total volumes over the
course of September grew
2.2 per cent. To put that in
perspective, the next two
strongest regions were Latin
America, which declined by
0.2 per cent, and Europe,
which recorded a morethan-three-per cent monthly
decline.
Over the course of the
year, carriers have been
increasing their footprint
across Africa. Most recently,
Virgin Atlantic announced
that next year it would be
upping capacity across the
continent as part of a wider
push into markets including
India and the US. Both
Johannesburg and Lagos will
be serviced by daily A350
services, providing
substantial bellyhold
capacity for importers and
exporters.

“These new routes and
frequencies for summer
2020 are great news for our
cargo customers,” says
managing director of Virgin
Atlantic Cargo, Dominic
Kennedy. “South Africa and
Nigeria are very important
and growing routes for our
cargo business, so our
commitment to offer more
capacity
connecting
customers in
these countries
to their prime
UK and US
markets will
help to open up
opportunities
for more import
and export
growth.”
Perhaps more
interesting
though is the
growth of Astral
Aerial. The
subsidiary of
Kenya-based
Astral Aviation
is building up a
sizeable
cargo-carrying
drone fleet.
Chief among
these new aircraft is the
two-tonne carrying Flyox,
which boasts a 1,300km
range. However, its efforts
have been stymied by delays
in regulatory approval. Chief
executive of Astral Aviation,
Sanjeev Gadhia, hopes the
Kenyan authorities clear
flights soon but has
suggested that further delay
could prompt the company
to look elsewhere to get
airborne.
“The idea of using drones
for long-range delivery was
born out of a gap in the
capability of manned aircraft

to reach remote regions due
to infrastructural challenges,”
says Gadhia. “In addition,
there is a clear need for
last–mile delivery and, with
the fast development of
airspace management
technology, becoming a
cargo drone operator is a
natural progression.”
The Flyox is not the only
model of drone Astral has
looked to deploy. It has filed
for approval for various
drones it wants to deploy to
carry cargo, but like the Flyox
the company has been
plagued by administrative
delays in finalising
regulations for
commercial
drone
operations in
Kenya.
“The ideal plan
would be to roll
out the Flyox
project in Kenya
by Q1 20 and
across different
regions by Q2
20,” he
continues. “Once
this is successful,
we should be
able to test it
across East
African
countries by Q2
21.”
It is not just
standard cargo
operations that
are being hindered by the
regulatory bottlenecks, so
too are specific projects.
Kenya Post has sought to
partner with Astral for a
three-month trial for parcel
delivery within a 90km
radius which was supposed
to start last year.
Furthermore, the carrier has
partnered with a UN agency
to pilot airdrops of
humanitarian supplies
weighing as much as
1,500kg. “We find there is a
lot of interest generated in
drones across the region,”
adds Gadhia.

"The ideal
plan would
be to
roll out the
Flyox
project
in Kenya
by Q1 20
and across
different
regions by
Q2 20"

Astral Aerial is building up a sizeable cargo-carrying drone fleet
with the chief among these new aircraft the two-tonne
carrying Flyox, which boasts a 1,300km range
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Forwarders eschew
2020 BSA contracts
FAR fewer block space
agreements (BSA) are
expected next year as
forwarders have increasing
concerns over the strength
of the air freight market.
2019, according to air
freight sources, has seen a
relatively balanced market
between airlines and
forwarders, with both losing
out in broadly equal
measure.
A ‘runaway’
market in 2017
and 2018 led to
overconfidence
at the start of
2019, when
IATA was
predicting 3.7
per cent growth.
In fact, air
freight rates on
some core lanes
between Asia
and Europe, and
Asia to North
America have
“gone into
recession”.
“The
ramifications for
this were obvious, and
without naming any names,
the vast majority of the air
freight market (carriers,
forwarders and their myriad
of service providers) saw
declines in revenue, and a
squeeze on margins ranging
from mild, all the way
through to crippling,”
explained Peter Stallion of
Freight Investor Services.
At least one international
cargo carrier, in an attempt
to break even for the year, is
currently offering ‘peak
season’ rates below those
offered in the slack season.
And soft rates all year long
have led carriers and
forwarders to be more wary
of block space agreements.
As Stallion explained: “It’s
a BSA time bomb.
“General pricing wisdom
and negotiating positions for
new rounds of block space
agreements … rely on a loose
prediction of the future
market. More accurately,
they carry over the previous
year’s market, mix it with the

current market, and result in
a contract that typically ends
up as a compromise in terms
of price, in return for a
guarantee of revenue and
capacity.
“At the start of 2019 the
market price was still high,
despite reports of declining
volumes. Forward growth
predictions encouraged BSA
prices that fell in line with
the 2017/2018 market
trends of stable
slack periods
and a booming
Q4 peak.
“But instead
2019 saw, in the
majority of
cases, BSA
prices end up
well above the
Q1,2,3 and 4
average open
and spot market
rates. It was a
serious problem
for forwarders,
damaging the
performance of
the BSA market,
and an absolute
disaster for the co-loading
market, forcing the resale of
capacity below net prices.”
Even with the contract
safety net in place, airlines
still saw severe declines in
airfreight revenue and a
squeeze on margins as
volumes fell. But this ‘safety
net’ is under more pressure
as forwarders cut their BSA
volumes for 2020.
Chinese forwarder Fenny
Min, of Air Supply Logistics,
said a loss this year was “a
foregone conclusion”.
“This year, we found that
some small bulk freight
forwarding companies that
did not sign too many BSAs
made money with target end
customers. For those who
do big BSAs, they need to
make profit for at least five
or six months, break even
for another two or three
months, and lose money for
the remaining two or three
months in off-season, so
they will earn over the
course of a year.”
But not this year, she

"At the start
of 2019 the
market price
was still
high,
despite
reports of
declining
volumes"

wrote on LinkedIn.
“One unchangeable fact is
that more ... flexible capacity
arrangements will be added
in 2020. Contract terms
given to agents by airlines
are expected to be loosened
in 2020.”
Stallion said the conditions
were ripe for the market to
change the way it books

future capacity.
“Air Freight Forward
Agreements (AFFAs) hedge
both the contract between
airlines and forwarders, and
the subsequent contract
between forwarders and
shippers. Offsetting the cash
difference between a
contract rate and the open
market rate (recorded

immediately and
independently by the TAC
Index since 2016) has the
potential to fix all of the
pricing problems that were
incurred by either airlines,
forwarders or shippers, in
every recordable market
from 2016 through to 2019.”
He added that the
standard contracting
processes between airlines,
forwarders and shippers are
not disrupted. ‘BSAs, series
charters and long–term
contracts can be negotiated,
tendered and agreed at all
levels of the market as usual
– however these physical
agreements are enforced and

PETER STALLION
Freight Investor Services
insured by the AFFA, with
contracting achieved
centrally, immediately and in
a cost-effective manner,” he
said.

Lines accused of opaque
fuel surcharges
SHIPPING lines have been accused of
lack of transparency over their lowsulphur surcharges, announced on
December 1. The charges show
“significant variations”, even within
alliances, according to Alphaliner
analysis.
Carriers do appear to
have succeeded in passing
on about 75 per cent of the
cost implications of IMO
2020 to the spot market
and short-term shipper
contracts, but the
consultant questioned the
lack of transparency in
setting the surcharges.
“The wide variations in
the new fuel surcharge and
lack of complete
transparency on their
calculations is bound to fuel shipper
concerns of overcharging by carriers to
compensate for lower freight rates,” it
said.
The Alphaliner analysis could find no
evidence of a relationship between the
surcharge and the relative efficiency of
the carriers, based on the average size
of vessels deployed.
For example, the second-lowest
low-sulphur surcharge of 10 carriers
surveyed on the Asia-North Europe
trade is $92 per teu, by Japanese
container line ONE, even though the
carrier deploys the smallest ships on the
route.
And its OBS (ONE bunker surcharge)
is significantly lower than THE Alliance
partners Hapag-Lloyd, whose ITC (IMO
2020 transition charge) is $135 per teu,
and Yang Ming’s BK (new bunker
charge) of $125 per teu.
Additionally, South Korea’s HMM,
which is buying slots from THE Alliance

from Asia to North Europe prior to
joining on 1 April next year, has set its
ECC (environmental compliance charge)
at $112 per teu, undercutting all its new
partners except ONE.
Within the Ocean Alliance, CMA
CGM has the highest
Asia-North Europe
surcharge, its LSS20
(low-sulphur surcharge
2020) is $120 per teu,
while OOCL, with its LSA
(low-sulphur adjustment),
and Evergreen, with a
ISOCC (IMO SOx
compliance charge), are
charging shippers $106 per
teu.
Inexplicably, COSCO,
OOCL’s parent, will charge
$105 per teu on the route via
its FAF (fuel adjustment fee).
2M partner Maersk has set its Asia to
North Europe EFF (environmental fuel
fee) at $116 per teu, while MSC has the
lowest surcharge of all the carriers
surveyed by Alphaliner, its GFS (global
fuel surcharge) being just $71 per teu,
63 per cent below its 2M partner.
MSC could argue that its early

The charges
show
“significant
variations”,
even within
alliances

pro-scrubber strategy, which will
eventually see half its fleet with exhaust
gas cleaning systems (EGCS) installed,
enabling those ships to continue to
consume the cheaper HFO (heavy fuel
oil) after 1 January, will make its bunker
bill cheaper than Maersk’s, which was
late to the scrubber party and will only
have between 10 per cent-15 per cent
of its vessels fitted with EGCS.
And shippers loading containers onto
a 2M vessel, whether it is an MSC ship
with scrubbers, or a Maersk vessel
consuming LSFO, will find it more
expensive to book with the Danish
carrier.
Furthermore HMM, which remains as
a slot charterer on the 2M’s Asia-North
Europe vessels until next April, will also
undercut Maersk, albeit that the carrier
will no doubt recover its $116
surcharge from HMM.
The container lines have also been
admonished for their “useless” carbon
calculators. Consultancy SeaIntelligence
said they were “riddled with absurdly
poor data”, citing, among other things,
inconsistent sailing distances being
quoted by different carriers for the
same ship.

Within the Ocean Alliance,
CMA CGM has the highest
Asia-North Europe surcharge
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Seafreight – comment by Mike Wackett

Maersk must take better care
of its greatest asset – its staff
MAERSK must take better
care of its greatest asset – its
staff.
To lose one rising star
executive director is
unfortunate, but to lose two
key board members within a
month might be considered

careless, and a sign of
underlying staffing problems
within an organisation.
Soren Toft, a 45-year-old,
25-year Maersk graduate
trainee to chief operating
officer-lifer, and credited
with a successful soft touch

handling of the integration
of German carrier Hamburg
Sud, shocked the liner
industry on 18 November by
confirming his departure to
second-ranked MSC to take
the helm as its new chief
executive officer.

Earlier in the month
Maersk had announced
Toft’s resignation “to pursue
other opportunities”, but in
the following days the wires
were buzzing with rumours
that he had jumped ship to
join 2M partner and main

rival MSC, fuelled by the fact
of his immediate departure
on “gardening leave”.
Prior to the MSC
‘bombshell’, platitudes had
been exchanged, as is often
the case in the corporate
world, leaving others to read
between the lines as to the
real reason for his abrupt
exit.
“I have worked with Soren
for many years, and I
appreciate Soren’s
many
contributions to
AP Moller –
Maersk. We all
wish Soren the
very best in the
future,” said
chief executive
namesake Soren
Skou (below).
Skou must
have agreed to
this press
release between
gritted teeth,
knowing as he did that his
right-hand man was
defecting to Maersk’s
biggest rival.
You can just imagine the
call over the previous
weekend when Toft told
Skou his earth-shattering
news.
“Hi Soren, Soren Toft here.
Are you sitting down? I have
something to tell you. Do
you remember I told you
how well I get on with
Gianluigi Aponte? Well he’s
offered me the job as CEO
and I have accepted.”
The response from Skou
would probably not be
printable, but the show must
go on, as they say. Anyway,
there was Maersk’s Q3
earnings call coming up,
requiring those at the
Esplanade headquarters to
close ranks and steady the
ship for the benefit of
investors and analysts.
Having poached Toft from
under Maersk’s nose, MSC
had out of respect agreed to

MIKE WACKETT
Sea Freight Consultant, FICS
hold off on its press release
of the executive’s
appointment until the
Monday after the earnings
call.
During the earnings call
Skou batted away any
questions on the impact of
losing his star
player by using a
football
metaphor of
“having a strong
bench”.
The CEO also
allowed his new
star player,
47-year-old CFO
Carolina Dybeck
Happe, to take a
lead role in the
presentation,
answering
several of the
questions from analysts.
Little did those taking part,
and perhaps even Skou,
know that less than two
weeks later the company
would be announcing that
Happe had “accepted
another opportunity outside
of the company”, in this case
to US industrial giant
General Electric.
Happe had been in the job
less than a year, picking up
the notes from her CFO
predecessor and another
rising star, Jakob Stausholm
who had left in March 2018
after an apparent
disagreement on the firm’s
restructuring.
A churn of staff in any
organisation is unhealthy, let
alone at board level, and
Maersk will need to reset its
once-revered company
culture, employee
engagement and internal
communications in order not
to be regarded merely as a
stepping stone for greater
things.

Skou must
have agreed
to this press
release
between
gritted
teeth
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Airlines target e-commerce
– without forwarders
Airlines are gunning for a larger piece of
the e-commerce cake. Not content with
parcels in forwarder consolidations or from
their mail traffic, they are angling for business
with dedicated services.
Emirates SkyCargo joined the race in
mid-October with ‘Emirates Delivers’, an
e-commerce delivery platform that targets
individual and small business customers in
the United Arab Emirates that make online
purchases on a regular basis. Through this
platform they can order goods from US
websites using US addresses, consolidate
them for carriage across the Atlantic and get
them delivered to their door.
The airline offers free storage of online
purchases up to 30 days. Users can trigger a
delivery order at any time during this
window, and delivery times are 3-5 days.
Management intends to expand this
beyond the US-UAE corridor. “We are
actively working on expanding the availability
of Emirates Delivers to a larger number of
source and destination markets in the near
future,” stated divisional senior vicepresident, cargo Nabil Sultan.
According to the airline, the e-commerce
service supports Dubai’s vision to become a
global hub for e-commerce under the
government’s ‘Dubai Silk Road Strategy’.
The concept is not a novelty. Australia Post
has been using the same model for Australian
shoppers. Their US purchases are
consolidated and carried by Qantas Down
Under for subsequent home delivery. In

Emirates’ case, however, the airline is going
without a postal partner.
Lufthansa Cargo was out of the gate in
June with ‘heyworld’, an e-commerce product
built with a modular service portfolio that
includes simple clearance, end-to-end
tracking and pricing at package
level.
“By establishing heyworld, we
are creating a simple and reliable
transport solution for the
e-commerce sector,” declared LH
Cargo CEO Peter Gerber.
According to a recent report,
the service has enjoyed rapid
growth and moved over a million
parcels in the first five months of
its operation.
Other carriers have not yet
unveiled specific e-commerce
products but are changing their
set-up to do more in this arena.
KLM has a parcel sort system at
its Amsterdam hub. Air Canada
was planning to do this in
Toronto but ran into obstacles
with the local airport authority,
which had other priorities.
Stan Wraight, president and
CEO of Strategic Aviation
Solutions International, has
argued that airlines should set
up virtual integrator programmes.
Their networks allow them to offer faster
transit times than the integrators, he noted.
“Airports, handling
agents and airlines
together can make
money,” he said, adding
that cargo community
systems could be used
for seamless links to
carrier and handler
systems as well as to
e-commerce platforms
and online merchants.
This would be far
more lucrative than
performing linehaul for
the likes of Amazon.

“That’s volume traffic, that’s back-of-the-bus
traffic,” Wraight remarked.
Emirates and Lufthansa have e-commerce
users in their sights. While the former is
going squarely after online shoppers,
Lufthansa has stated that heyworld would be
“especially designed for online
retailers, digital marketplaces,
online shop operators and
forwarders”.
To cover the first and last mile
segments, airlines can hook up
with providers that focus on this
space, said Ram Menen, the
retired former head of cargo of
Emirates.
In his opinion, forwarders are
not geared up to run these legs.
“Their costing is based on item
count. This goes to the model of
the integrators – the truck going
to an area, not deliver a
shipment to an address,” he
reflected.
He added that handlers can
shoulder a number of functions
beyond their traditional focus.
They can get involved in
clearance and also work with
final mile players, he said.
Wraight stressed that this
requires a closer alignment of
airline and handler – “not the IATA
standard handling agreement, but principal
to principal”.
The other key element is the hook-up with
the online platform.
“You need to figure out how you can work
under a platform. This is driven by the likes of
Amazon, not by the airline or forwarder,” said
Menen. “Future alliances are going to be built
around platforms. They are the ones who
have the data.”
This sounds ominous for forwarders, but
Brian Bourke, vice-president of marketing at
SEKO Logistics, is unfazed. “I don’t see this
as competition at all. I see it as positive, both
for us and shippers,” he commented on the
emergence of e-commerce products
launched by airlines.

"We are
actively
working on
expanding
the
availability
of Emirates
Delivers
to a larger
number of
source and
destination
markets"

“We welcome the investment and the
focus that these airlines show. It makes
everyone better in this ecosystem,” he added.
He does not think that forwarders will be
bypassed, comparing these airline moves to
the pharmaceuticals market, where shippers
talk with carriers about their requirements
but still work with forwarders.
“There are a lot of touches in e-commerce,
co-ordination, first and last mile. That’s where
forwarders provide value,” he said.
Rather than competitors, he regards
carriers like Lufthansa and Emirates as
potential partners.
“These are the airlines we go to first if we
get new business,” pointing out that airlines
that invest more in cargo and treat it
strategically offer superior service.
Along these lines, the establishment of a
sorting facility by an airline is actually a plus.
“If you can sort at origin, that’s of huge value
to the forwarder, the shipper and the airline,”
he said.

Contacts
Production & Design:

Mandy Warren

mwarren@worldlogisticsmedia.com

Editor

Editorial Team:

editorial@worldlogisticsmedia.com
UK Office
Talon House, 6 Blackthorne Road,
Colnbrook, Berks, SL3 0AL, UK
Phone: +44 7736 034153

