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Going, going, green
Emissions, omissions and urgency 
in the environment6

ONE of the most seismic 
changes in shipping took place 
on 1 January after the 
International Maritime 
Organization (IMO) inaugurated 
new regulations which limit the 
amount of sulphur content in 
container ships’ fuel.

The new laws, which have 
been established in all the 
nations that are signed up to the 
IMO, have resulted in a 
substantial increase in fuel 
prices, as it forces ships to burn 
what is known as low sulphur 
fuel oil (LFSO), which is currently 
some $200 per tonne more 
expensive than the heavy fuel oil 
that ships were allowed to burn 
until the end of  last year.

The alternative for shipping 
lines is exhaust gas cleaning 
systems – commonly known as 
scrubbers – which cost between 

US$5 million and US$10 million, 
and allow vessels to continue 
burning heavy fuel oil 
(HFO), which has a 
3.5 per cent sulphur 
content compared 
with the 0.5 per cent 
content that is the 
maximum under the 
new regulations.

As Hapag-Lloyd 
CEO Rolf Habben 
Jansen says 
elsewhere in this 
publication, the new 
legislation will 
increase the line’s 
fuel costs by about 
US$1 billion per 
year, while industry analysts 
expect the total fuel bill increase 
to amount to US$10 billion-plus 
industry-wide.

Hapag-Lloyd has been one of 

the leading carriers to adopt 
LFSO rather than invest in 

scrubbers, but a 
number of other 
carriers decided 
otherwise, which 
has currently had 
the effect of capping 
overcapacity in the 
industry, as the 
vessels need to be 
taken into drydock 
to have the new 
equipment installed.

“The scrubber 
retrofit wave, which 
had taken more than 
one million teu of 

capacity out of 
circulation at the end of 2019, is 
expected to continue through all 
of the first half of the year. It will 
gradually subside in the second 
half of 2020, as more ships 

complete their retrofit 
programmes,” industry analyst 
Alphaliner wrote in January.

But for some carriers the 
whole process of retrofitting 
scrubbers into their vessels has 
not been without problems, 
Alphaliner added.

“Delays at various retrofit 
yards has become very severe 
with MSC being the most badly 
affected as it has 43 ships with a 
total capacity of 410,000 teu 
that are currently inactive, the 
vast majority of them are out for 
scrubber retrofits. 

“Five of the MSC ships have 
spent more than 100 days at 
retrofit yards, with MSC’s ships 
taking an average of 86 days to 
complete their retrofit work 
compared to 51 days taken by 
other owners.

The new laws have resulted in a substantial increase in fuel prices
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AIR cargo load factors are 
actually 35 per cent higher 
than the traditional industry 
indicator suggests, according 
to a new data services 
company introducing 
‘dynamic load factor’ 
analyses.  

The company says that 
the new measure will 
strengthen the airlines’ voice 
with all stakeholders, not 
least airports, slot 
coordinators, legislators and 
aircraft manufacturers.  

Underpinning this new 
way of thinking by CLIVE 
Data Services’ award-
winning ‘Selfie app’ is the 

realisation that air cargo 
load factors based on weight 
utilisation now paint a 
misleading picture of how 
full flights really are.       

“This is caused by the 
methodology used,” said 
CLIVE’s managing director, 
Niall van de Wouw. 
“Traditionally, the amount of 
cargo flown in kilos is 
divided by the level of cargo 
capacity in kgs. But, the 
reality for the vast majority 
of widebody and freighter 
flights is that it’s the cargo 
capacity in cubic meters 
which is the limiting factor, 
not the cargo capacity in 

kgs. Consequently, existing 
load factors based only on 
weight, underestimate how 
full planes really 
are, and thus 
give a distorted 
picture of how 
the industry 
really is 
performing.   

“The fact that 
flights nearly 
always ‘cube 
out’ before they 
‘weigh out’ is a 
result of the 
aircraft’s higher 
capacity density 
(available kgs 
per cubic meter) 
than the average 
density of the 
goods moved by 
air. Looking 
ahead it is very 
likely that this discrepancy 
in capacity density and 
cargo density will further 
increase. On the capacity 
side, we have new planes 
entering the market which 
can lift more kgs of cargo 
per cubic meter, than ever 
before. And, on the cargo 

side, the surge in 
e-commerce traffic will 
further decrease the average 

density of the cargo 
flown.” 

The results of 
this new 
analysis will 
paint a more 
realistic picture 
of how air cargo 
capacity on a 
global level is 
being used (see 
figure 1). 

 “We 
therefore 
believe it is time 
for a new 
yardstick: the 
dynamic 
loadfactor. It 
considers both 
the volume and 

the weight 
perspective of the cargo 
flown and capacity available. 
We strongly believe that this 
new yardstick will create a 
better understanding and 
more appreciation for the 
industry at regulatory and 
governmental levels.”     

CLIVE will report on the 

load factor trends in the first 
week of each month, giving 
the industry more accurate 
and up-to-date information 
than ever before. 

Data from December and 
the first week in January 
revealed that air freight, 
after a dismal 2019, is finally 
on the up. Dynamic load 
factors grew 1.2 per cent in 

December, year on year, the 
first positive growth since 
2018. And global figures for 
the first week of January 
also showed strong year-on-
year growth. 

The analyses are based on 
flight data shared by a 
representative group of 
airlines operating to all 
corners of the globe. 

Make air freight load 
factors more realistic, 
says new data provider 

“existing 
load 

factors 
based only 
on weight, 

under
estimate 
how full 
planes 

really are” WCA & EGLN members 
win at BIFA awards 
FOUR WCA companies have won awards at BIFA’s Freight 
Service Awards 2019.  

At a glittering awards ceremony this month, Ade Adepitan, 
a Paralympian and broadcaster announced eight winners 
from the 33 freight forwarding companies that were 
shortlisted as finalists, six of which were also WCA members, 
as well as three individual award winners.  

Morgan Cargo won the Specialist Services Award, while 
Tigers Global Logistics was one of the finalists. 

EGLN member Westbound Logistics won the Ocean 
Services award, while Unsworth was a finalist in that 
category. The Extra Mile Award was won by Brunel Air Cargo 
Services, while Hemisphere Freight was a finalist. But 
Hemisphere did pick up a gong for Apprentice of the Year, 
which was won jointly by the company’s Jack Reddington 
and Geodis’ Thomas Frost. 

Other WCA finalists were Unsworth for Supply Chain 
Management, Charles Kendall Freight for Air Cargo Services 
and Nextday Freight for the European Logistics Award. 

Implementation has been patchy
continued from page 1

“These delays do not include waiting 
time to enter the yards, which have also 
gotten long. Two MSC ships have been 
waiting for more than 80 days for their 
yard slots, based on Alphaliner’s 
records.”

Equally, the implementation of the 
new IMO regulations around the world 
has been patchy, to say the least – for 
example, the Suez Canal Authority 
(SCA), a key artery of the Asia-Europe 
trades, has said it will continue to allow 
ships transiting the waterway to burn 
HFO without the need for scrubbers.

And adding to the confusion for ship 
managers is the ban by the SCA of the 
discharge of wash water, commonly 
used in the open-loop scrubber process, 
while vessels are making the passage.

In effect this will mean that ships 
transiting the canal that have scrubbers 

installed will be required to switch off 
their exhaust gas cleaning systems 
during the 12-hour passage.

The SCA said that it puts “no 
restrictions on fuel oil” for 
ships using the canal “until 
ratification of MARPOL 
Annex V1 by the Arab 
Republic of Egypt”.

In the same circular the 
SCA reiterated its ban on 
the operation of open-loop 
scrubbers saying that it was 
“forbidden” to discharge 
the sea water back into the 
canal during transit “at any 
circumstances”.

One observer familiar with Egypt told 
Voice of the Independent that 
ratification of Annex V1 “could take 
years”, given the slow legislative 

process in the country.
At the same time, carriers’ customers 

are increasingly scrutinising the new 
LFSO surcharges that carriers have 

been forced to levy, and 
shipper representatives 
have seized on the issue as 
a way of forcing carriers to 
offer all-in freight rates.

The Global Shippers 
Forum general secretary 
James Hookham said: 
“Ultimately, the industry 
needs to move on to a 
more mature pricing regime 
with confidential 

contracting and all-inclusive 
charges becoming the ‘new normal’. The 
shipping industry needs to wean itself 
off surcharges, just as much as it does 
high-sulphur fuels.”

Source: CLIVE Data Services

“These 
delays do 

not include 
waiting 
time”
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Spotlight ON
Peter Lamy

Diversification carries 
AWA through downturn 
THE Australia-US sector has 
traditionally been a good 
hunting ground for airfreight 
consolidators, but 2019 was 
a challenging year for Los 
Angeles-based American 
Worldwide Agencies (AWA). 
The company’s revenues 
grew, but only thanks to a 
hard push to expand its 
business and customer base, 
said company president 
Peter Lamy. Otherwise they 
would have 
declined 15-20 
per cent, he 
reckons. 

“Our existing 
wholesale 
customers are 
all there, but 
their volumes 
are down. The 
Australia market 
is a bit soft. 
We’re not 
seeing bigger 
projects. There 
seems to be a 
bit of a 
slowdown in consumer 
confidence,” he said. 

AWA has resisted the 
temptation of building up 
mass through e-commerce. 
Volumes are rising in that 
segment, but margins are 
shrinking, Lamy remarked. 
“We stick to our niche in 
general cargo and projects. 
We’re still moving cargo 
within seven days like 
people did in the eighties 
– at lower cost to the 
customer,” he added. 

AWA may have stuck to 
its business model, but at 
the same time it has kept 
expanding – both in terms 
of geographical reach and 
the scope of its activities. 

Over the years it has built 

up a strong presence as a 
forwarder in the South 
Pacific under the ‘Island 
Cargo Support’ (ICS) brand, 
initially focusing on 
American Samoa. It serves 
the territory through two 
weekly sailings for ocean 
cargo and three airfreight 
services a week, one of 
them by freighter. 

The freighter operation is 
based on the mail contract 

for the US Postal 
Service. “Cargo 
is just gravy. We 
have the lion’s 
share of the 
freight,” said 
Lamy. 

Northbound 
traffic is 
virtually all fish 
and seafood, 
while 
southbound 
flows are 
dominated by 
equipment for 

the fisheries 
sector (chiefly ship spares 
and cannery equipment), 
plus telecommunications 
and consumer goods. 

ICS also offers a 
fortnightly service to 
Western Samoa. This traffic 
consists largely of grocery 
goods supplying stores on 
the islands. 

A recent addition to the 
network is Tahiti, where 
business has grown rapidly, 
according to Lamy. As in 
Western Samoa, much of 
the outbound cargo consists 
of food and wine from 
California, plus electronics 
and clothing. 

Freighter flights from the 
US to Samoa are routed 
over Hawaii, which led to 

the expansion of AWA in 
that market over the past 
two years. To supplement its 
activities in Hawaii, it added 
a local trucking operation. 

The expansion into related 
sectors beyond forwarding 
constitutes the second leg 
of the company’s 
diversification drive. In 
American Samoa it has 
established a cargo handling 
outfit to have better control 
of the process. Back in the 
US two separate divisions 
now supplement the AWA 
and ICS fold. Upload Cargo 
is a boutique forwarder with 
a highly tailored service 
catering to a small number 
of clients, that focuses on a 
white glove service to 
destinations around the 
globe, while Condor Cargo 
focuses on warehousing 
near the major air and ocean 
gateways in southern 
California. Last year it added 
a 30,000 sq ft warehouse to 
its footprint. 

These units operate under 
the ‘Intelligent Supply Chain’ 
umbrella, but they are highly 
independent. “We give 
people ownership of their 
division. They drive it like it’s 
their own business. We only 
take away things like 
compliance and accounting,” 
said Lamy. 

The high degree of 
independence should also 
strengthen the customer 
focus and the service 
element. “We’re trying to 
cater to niches, not be a 
1-800 number,” commented 
Lamy. 

According to him, this 
dovetails with the business 
in the South Pacific. “In 
general cargo everyone is 

driving profit by reducing 
costs. That's the difference 
with the islands. They pay 
for quality,” he said. 

AWA is upping its game in 
its core airfreight wholesale 
business. Since last October 
its warehouse 
near LAX airport 
is a Certified 
Cargo Screening 
Facility, and the 
company was 
one of the first 
non-airline 
outfits in the US 
to bring in 
sniffer dogs. 
Their 
deployment has 
made a huge 
difference, Lamy 
reported. 

“What took us three hours 
to screen now takes 20 

minutes,” he said. 
To supplement the canine 

screening, AWA has also 
brought in ETD machines. 

Now Lamy is 
looking to beef 
up automation 
to scan 
shipments and 
measure their 
dimensions.  

“It’s a huge 
investment, but 
we have to add 
value,” he 
commented. 

Growth in the 
company’s 

airfreight 
business has been eclipsed 
by the development of the 
ocean cargo sector, which 

has been the fastest growing 
segment of the business. 
Seven years ago the ratio 
between the two was 80:20 
in favour of air cargo, now it 
is about even. 

In the new year Lamy is 
bent on continuing his 
geographical expansion. 
“We’re putting a lot of effort 
into Hawaii in 2020,” he 
said. At the same time, he is 
looking further afield. 

“We would like to get 
other lane sectors going. I’d 
like to add South Africa,” he 
said. “We look for large 
sectors that you can build.” 

President
American Worldwide 
Agencies (AWA)

To exhibit, sponsor and register for your FREE 
pass, visit middleeast.breakbulk.com

NEW PROJECT CARGO BUSINESS STARTS HERE

UNDER THE PATRONAGE OF 

HOST PORT

“Our 
existing 

wholesale 
customers 

are all there, 
but their 

volumes are 
down”

“We would 
like to get 
other lane 

sectors 
going. I’d like 
to add South 

Africa”

AWA has built up a strong presence as a forwarder in the South Pacific under the ‘Island Cargo 
Support’ (ICS) brand, initially focusing on American Samoa
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Focus ON
Environment and sustainability

The price of going green 
LOGISTICS 
is increasingly 
catching up with its role in 
environmental degradation. 
A number of major players 
announced towards the end 
of 2019 the roll-out of 
environmental 
commitments. Among these 
commitments were pledges 
to provide carbon neutral 
services, or the provision of 
flights using greener energy, 
or more recently a host of 
companies announced they 
would be rejecting 
traditional plastics. But this 
recognition is not being 
matched by a cost 
commitment, with parties 
appearing eager to shift the 
financial burden further 
down the supply chain.  

Earlier this month the IMO 
launched its 2020 scheme, 
capping levels of sulphur in 
marine fuel at 0.5 per cent 
from the previous level of 
3.5 per cent. Carriers are 
able to bypass this – but 
only if their ships are fitted 
with exhaust gas cleaning 
systems (commonly known 
as scrubbers), which wash 
the sulphur from smoke 
before it is released.  

Accompanying IMO 2020 
is an increase in the cost of 
fuel, with the low-sulphur 
option expected to be about 
US$200 per tonne more 
expensive than the current 

heavy 
fuel oil commonly 

used on the market. This 
increase in costs has in turn 
brought with it questions 
over who is responsible for 
the burden. Carriers, despite 
keen on echoing their 
environmental credentials, 
have been swift to pass on 
the charges to their 
customers via new surcharge 
mechanisms. CMA CGM, for 
instance, has supplied a 
formula to help its 
customers work out how 
much extra they would be 
paying.  

Efforts to combat the 
costs of going greener are 
also being heaped on the 
wider logistics sphere by 
those with the standing to 
do it. Multinational 
forwarders, for instance, 
have placed the ethical 
dilemma in the hands of 
customers by giving them 
the choice of cheap shipping 
or green shipping. One 
source described this as 
good for transparency, at 
least, as those further down 
the chain would be able to 
see what their logistics 
partners favoured.  

Some, though, claim the 
initiative is working, and 
they are seeing customers 
upgrading to greener 
options. In aviation these 
changes can have a 

substantial impact on the 
industry’s overall emissions, 
with so-called “greener 
routes” reportedly offering 
as much as a 40 per cent cut 
on CO2 on certain routes 
and with the right aircraft. As 
an example, one 
multinational noted that 
choosing newer aircraft 
types such as an A350 or a 
B787 to move 1,000kg from 
Schiphol to Shanghai could 
produce one tonne 
of CO2 less than 
an older aircraft 
type. 

“We 
presented the 
concept to a 
wide variety of 
our customers, 
and also 
carriers,” says a 
spokesperson. 
“The feedback 
was very 
positive, which 
made us even 
more 
determined to invest in the 
roll-out and launch, with 
SMEs to larger 
multinationals signing up.” 

By offering these services, 
multinationals are 
acknowledging the effect 
logistics and shipping has on 
the environment, while 
pushing the cost of that onto 
the customer. This could be 
considered a fair approach; 
except the multinationals are 
offering greener services as 
well as those with more 

damaging emissions. 
Ultimately, it underscores 
the desire not to lose 
custom, nor to pay for the 
costs of cleaner services. A 
sort of cake-and-eat-it 
approach to addressing 
climate change.  

Contrary to some of the 
bigger multinationals, 
Scanlog has announced that 
it will offset all airfreight 
carbon emission at no extra 

costs to its 
customers. The 
company aims to 
achieve this by 
investing in 
carbon 
reduction 
projects 
arranged by an 
environmental 
consultancy 
which are 
subsequently 
certified by 
international 
standards. The 

move has been 
welcomed by shippers.  

“We are overwhelmed by 
the positive response we 
have received in support of 
this initiative, and extremely 
happy to have seen our 
share of the total volume of 
air freight handled in 
Sweden increase after we 
introduced the programme,” 
notes chief commercial 
officer Martin Ytander. “To 
us this is a proof that our 
clients, both long standing 
and new, appreciate it.”  

The company first 
introduced “responsible 
logistics” several years ago, 
with this latest effort seeing 
its focus move towards 
enhanced route optimisation 
and capacity utilisation as 
well as shifting modes to 
minimise emissions. Of 
course, and as noted by 
Ytander, air freight in some 
cases remains the only 
option – notably in 
temperature-/time-sensitive 
shipments.  

“When you need to fly 
your goods, and pending 
fossil-free aviation rapidly 
approaching thanks to 
increased biofuel production 
and the development of 
electrified aircraft, you can 
act here and now by booking 
Always Carbon Offset Air 
Freight with us – without 
extra cost,” he adds.  

Scanlog’s efforts come 
amid increasing demands 
among shippers for the 
logistics sector to change its 
approach to tackling climate 
change. During Tiaca’s 
Executive Summit held in 
November, Denis Choumert, 
president of the European 
Shippers Council, warned 
the air cargo industry that if 
no action is taken on the 
environment, “shippers will 
discontinue working with 
you”. He added that the 
industry could also find itself 
short-staffed, with young 
new recruits likely to look for 
firms that share their values 
on climate change. Perhaps 
underscoring part of the 
problem within the sector 
was the gradual “thinning 
out” of the audience during 
that same event’s 
sustainability session. 
Reemphasising the warning 
not to ignore the demands of 
shippers, Lars Magnusson, 
responsible for business 
architecture at Ericsson’s 
Deliver programme, added 
that action on the 
environment was a “business 

necessity”, with air cargo 
sure to find itself out in the 
cold if it did not comply.  

“A consistent sustainability 
strategy is a hot topic for our 
customers today,” Frank 
Verhoeven, chief executive 
of Vos Logistics said at an 
event last year. “We are 
having a big drive towards 
bio energy, electricity and 
hydrogen. Investments will 
be higher, and costs will go 
up. But this will likely only be 
in the short term.”  

Verhoeven notes that 
electric trucks are simpler 
than diesel engines and as 
such, require less 
maintenance, which in the 
long-term will drive fuel 
costs down. Vos Logistics 
currently offers biodiesel for 
customers, but only those 
whose business model is 
driven primarily by an 
environmental strategy tend 
to opt for it, he added. 

Vos, however, had to drop 
rail as a sustainable option 
with Verhoeven citing its 
lack of flexibility, inability to 
recover from problems and 
incohesive strategy among 
state-owned players. He has 
also called out some of the 
regulations being pushed 
through, suggesting it 
strangles innovation. For 
instance, he notes that Vos’s 
desire to use Eco Combis, 
‘super-lorries’ that can be up 
to 32 metres long, is being 
held up by legislation 
blocking their use, with the 
vehicles banned in many 
countries and thus unable to 
cross borders.  

This suggests that 
governments need to engage 
more proactively in pushing 
through legislation. Claims 
that these delays are the 
result of hostilities and 
animosity within geo-politics 
are refutable. For instance, 
Russia and Europe have 
collaborated on 
environmental satellites 
despite obvious tensions 

“A consistent 
sustainability 

strategy is 
a hot topic 

for our 
customers 

today”

FRANK VERHOEVEN
Vos Logistics
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Environment and sustainability
The price of going green between the two powers.  

SMEs, meanwhile, find 
themselves squeezed from 
all sides. While Vos may be 
able to afford the upfront 
costs of new, greener 
vehicles, what about those 
smaller operators with a lack 
of capital? And Verhoeven 
says there will be a long way 
to go to get electric and 
hydrogen into the logistics 
sector. But he believes new 
fuels will eventually arrive.  

“I am certain they will 
come,” he says. “Tesla, Nikola 
and Rivian have attracted 
sufficient investment to start 
production, which is not just 
about changing the engine 
– it’s completely different.” 

Others in the sector fear 
the encroachment of 
government in tackling the 
issue. Head of cargo at the 
International Air Transport 
Association (IATA) Glyn 
Hughes urged the 
industry to 
tackle the 
problem itself, 
noting that one 
consequence of 
inaction would 
be that 
customers “or 
worse still” 
governments 
would take 
control.  

And we are 
certainly seeing 
that now. 
Government 
pledges to hit 
carbon 
neutrality by 
2050 are being 
followed up by 
action. As the 
curtain came down on 2019, 
new president of the 
European Commission, 
Ursula von der Leyen, 
announced the latest 
package of measures from 
the EU. The plans include 
aims of halving emissions 
across the Union by 2030, 
with €100 billion pledged to 
finance the change, 
alongside the 
implementation of a carbon 
border tax and a variety of 
other initiatives. Aviation, 

meanwhile, is set to see its 
free allowances under the 
Emissions Trading System 
(ETS) carbon market 
reduced, as well as an end to 
the sector’s kerosene tax 
exemptions. Furthermore, 
shipping will now be 
included in the ETS. The 
new measures evoked an 
immediate response from 
IATA, with director general 

Alexandre de Juniac 
calling for 
additional efforts 
to help aviation.  

“We must get 
governments to 
focus on driving 
the technology 
and policy 
solutions that 
will make flying 
sustainable,” says 
de Juniac. “In the 
immediate term, 
that means 
focusing on 
sustainable 
aviation fuels 
which have the 
potential to cut 
our carbon 
footprint by up 

to 80 per cent.” 
Some argue that the 

needs of the aviation sector 
should be ignored, especially 
with various reports 
suggesting that far from 
reducing, emissions from 
flights are expected to triple 
by 2050. One report by 
German researchers 
suggests that flying is 
looking in the wrong 
direction as it seeks to 
combat its environmental 
footprint. The researchers 
say that a focus is needed on 

contrails rather than straight 
CO2 emissions. Contrails, 
they say, are formed by 
water vapour from fuel 
combustion, condensing and 
crystallising into ice that 
traps heat in the earth’s 
atmosphere and contributes 
substantially to climate 
change. 

Despite various reports on 
the matter, the aviation 
sector appears reticent to 
act. Instead, its focus 
remains fixed on combatting 
CO2. In July, IATA’s AGM 
urged governments to 
implement the International 
Civil Aviation Organisation’s 
(ICAO) Carbon Offsetting 
and Reduction Scheme 
(Corsia), which would 
mitigate the effect of 2.5bn 
tonnes of CO2 emissions 
between 2021 and 2035. 
Additionally, IATA also called 
for inefficiencies in air traffic 
management to be ironed 
out, as well as creating an 
environment that allows the 
commercialisation of 
sustainable aviation fuel. 
But, as one publication 
noted, contrails remained off 
the list. 

LAUNCHED in the summer, Tiaca’s 
Sustainability Program is comprised of three 
steps culminating in an annual award for 
those participants deemed to have made the 
greatest or most innovative effort towards 
sustainability. Speaking to Voice of the 
Independent at the launch last year, the 
association said it believed it had hit on a 
strategy that would attract the air cargo 
industry to make changes, noting it was 
neither entirely environmentally focused, nor 
judgemental.  

“The environment is absolutely important,” 
says Tiaca chairman Steven Polmans. “But 
sustainability is about more than that. We 
can increase efficiencies on so many levels, 
it’s not just about emissions. It’s also about 
inspiring people and getting them on the 
journey. People feel they can’t do anything 
about emissions, so they do nothing. This 
process will allow people to make some 
progress.”  

Utilising a multi-pronged attack, based on 
the idea of “people, profit, planet”, which 
includes a platform to share best practice, 
the association says its intention is to help 
companies – whatever their size – develop a 
sustainability plan. The association intends to 
get a global commitment signed by individual 
parties, to work on industry initiatives 
following a survey and celebrate successes 
through its awards, which have $15,000 in 
prize money, which in future will be given to 
start-ups, while larger companies will enjoy 

the accolade alone. The first winner of the 
Sustainability Award was Wings for Aid, 
which won for its self-landing cardboard 
delivery box to bridge the last mile to people 
in need as a result of humanitarian crises. 
And as part of its multi-pronged approach it 
appointed Celine Hourcade as head of 
sustainability.  

“Shippers are requesting data on emissions, 
but we don’t want them looking just at that. 
We want a broader understanding of a 
sustainable supply chain,” says Hourcade. 
“What if that leads to aircraft being retired 
too soon? That’s not environmentally friendly 
but would not appear as an emissions factor. 
We don’t want to mandate; we can’t be 
prescriptive. 

“We need concrete action and to support 
management, using the survey as a basis 
point. We need to track, measure and 
monitor – this is not a PR exercise. There is a 
perception that companies are doing nothing, 
and that’s just not the case. [We will] not to 
fall into the trap of shaming, or finger-
pointing. Let’s focus on the positives. We 
have to do better tomorrow than we did 
yesterday.”  

Ultimately though it will be customers who 
decide if air freight as an industry is doing 
enough to tackle its environmental impact. 
One commentator certainly believes the 
effort taken by Tiaca represents a step in the 
right direction, noting that it is helping to 
ensure the industry “takes its responsibilities 

seriously”.   
Polmans adds: “This is an 

industry which wants to change, 
but doesn’t know how to. When 
you see a big problem, you get 
scared, and don’t progress. But 
we want to help with change 
management. And it will become 
the new normal. Sustainability 
will become part of our industry 
and part of our lives.”  

TIACA incentive to industry change

STEVEN POLMANS
TIACA 

“We 
must get 

governments 
to focus on 
driving the 
technology 
and policy 
solutions 
that will 

make flying 
sustainable”

ALEXANDRE DE JUNIAC
IATA

GLYN HUGHES
IATA
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AS the EC continues to 
deliberate whether the liner 
shipping industry should 
enjoy a further 
four years of 
exemption from 
consortia 
legislation, the 
Global Shippers 
Forum has 
called on 
regulators to 
change how 
they evaluate 
alliances and 
their effect on 
the market. 

The Block 
Exemption 
Regulation 
(BER) container 
shipping lines 
have enjoyed 
since 2014 was set to expire 
in April and, in the run-up to 

the deadline, the EC has 
been holding consultations 
with industry stakeholders. 

In a draft 
regulation paper 
published in 
November, the 
EC proposed 
extending the 
regulation until 
25 April 2024 
– largely 
because EC 
officials said the 
criteria originally 
used to grant 
the BER hadn’t 
changed. 

However, the 
GSF has called 
on the EC to 
change the 

criteria to a set 
that would “adequately 
assess the evidence, 

provided by shippers, of 
poor service levels and other 
shortcomings”. 

GSF secretary general 
James Hookham said: “The 
commission’s proposal to 
extend the CBER by another 
four years seems largely 
based on its assessment that 
it saves money for the 
shipping lines and cuts down 
on red tape in the EC. 

“But any block exemption 
is a massive loss of 
fundamental protections for 
shippers and other 
‘consumers’ of consortia 
services under European 
competition law and the 
commission needs a much 
more robust means of 
assessing the impact on the 
entire market. 

“We have proposed a 
different way that the 

effects of the block 
exemption should be 
assessed so they reflect 
more fairly the customers’ 
interests,” he added. 

The GSF’s alternative 
criteria would include: 
declaring what data is to be 
used to enforce the terms of 
the BER – the commission 
admitted it was difficult to 
estimate the exact market 
shares of consortia; 
monitoring more closely 
how shippers’ and other 
users’ experiences are 
improved by the workings of 
the exemption; assessing 
more frequently how 
confident shippers and other 
users are feeling about the 
effects of the exemption – 
currently this will only 
happen at the time of 
renewal, ie in 2024; and 
providing shippers and other 
users with quicker and more 
accessible ways of having 
price and service anomalies 
investigated – currently, 
liner customers need to 
lodge an official complaint 
with the EC. 

Hookham explained: 
“Given the major changes 
taking place in world trade 
and the container shipping 
industry, it is vital that the 
commission takes a forward 
view and anticipates these 
effects on shippers as it 
considers whether to 
prolong the CBER. 

“After 10 years, GSF 

believes the consortia block 
exemption to be life-expired, 
and that it should be 
replaced by more specific 
and flexible rules that take 
much greater account of 
users’ interests. 

“The commission needs to 
remember that the users of 
Consortia services are, in 
fact, European businesses 
and their customers and 
suppliers around the world, 
importing and exporting 
goods to and from the EU, 
and that much greater 
account should be taken of 
their needs and views,” he 
said. 

The GSF is not alone in 
questioning the potentially 
damaging impact of 
alliances. A report published 
last year by the International 
Transport Forum (ITF) and 
the OECD, The Impact of 
Alliances in Container 
Shipping, presented a fairly 
damning view.  

It noted: “A repeal of block 
exemptions is unlikely to 
result in the termination of 
current and future alliances, 
as these could still 
be authorised under 
competition law on a case 
by case basis. However, it 
would ensure greater 
scrutiny of individual 
alliances and thus more 
effectively deter any 
anticompetitive conduct in 
the sector.”  

The report added: 

“Alliances have contributed 
to lower service frequencies, 
fewer direct port-to-port 
connections, declining 
schedule reliability and 
longer waiting times. This 
has increased total transport 
times and delivery 
uncertainty for various 
shippers, leading to higher 
inventory and buffer costs. 
Moreover, alliances have 
proved to be inherently 
instable.”  

It also noted “destructive 
competition” at ports and 
increased bargaining power, 
leading to “declining rates 
for port services, carriers 
requesting additional public 
infrastructure and vertical 
integration by carriers, in 
particular in terminal 
operations”.  

Shippers urge EC to reassess block 
exemption regulation for lines

Focus ON
Europe News

“We have 
proposed 
a different 
way that 

the effects 
of the block 
exemption 
should be 
assessed”

JAMES HOOKHAM
Global Shippers Forum

European Commission investigates 
Italian ports over tax exemptions
THE European Commission’s competition 
watchdog has launched an in-depth 
investigation into tax exemptions granted to 
Italian port authorities. 

The move comes a year after the EC 
launched an initial probe into tax exemptions 
granted by the governments of Spain and Italy 
to port authorities. 

Last year, the Spanish government amended 
its tax arrangements for port authorities “to the 
normal corporate income tax rules, as from 
2020”. However, Italy did not 
follow suit. 

Commissioner Margrethe 
Vestager, in charge of 
competition policy, said: “Ports 
are key infrastructure for 
economic growth and regional 
development. Our competition 
rules reflect that and allow 
member states to invest in 
ports, creating jobs and 
preserving competition. 

“At the same time, if port 
operators generate profits from 

economic activities, these should be taxed in 
the same way of other companies under the 
normal national tax laws, to avoid distortions of 
competition.” 

In a statement, the EC competition 
commission added that the removal of tax 
exemptions did not mean European ports were 
eligible for financial assistance from their 
governments. 

“Member states have many possibilities to 
support ports in line with EU state aid rules; for 

example, to achieve EU 
transport objectives or to put in 
place necessary infrastructure 
investments which would not 
have been possible without 
public aid,” it said. 

Under state aid regulations, 
EC nations can invest up to 
€150m in seaports and up to 
€50m in inland ports “without 
prior verification by the 
commission”, including for 
projects such as dredging in 
ports and access waterways. 

MARGRETHE VESTAGER
European Commission



VOICE OF THE INDEPENDENT, JANUARY 2020 9

Europe News

AMSTERDAM Airport 
Schiphol must find ways to 
add more freighter flights 
to relieve a “critical” 
situation, chief 
executive and 
president of 
Royal Schiphol 
Group Dick 
Benschop said 
this month in his 
new year speech.  

Noting a 9 per 
cent decline in 
cargo volumes, 
which he put 
down to fewer 
full freighters 
landing at the 
airport, he 
pointed out that 
volumes were 
falling globally 
– but that 
decline was more 
pronounced at 
Amsterdam.  

“The cargo sector requires 

additional emphasis,” he 
said. “We have now reached 
the ceiling of 500,000 air 
transport movements and 

slots are no longer 
available in a 
sufficient 
capacity for full 
freighters. 

“This is a 
critical 
situation that 
must be 
addressed. 
Cargo is a key 
component of 
our operations. 

“We are 
working closely 
with the 
government 
and the slot 
coordinator to 
ensure enough 
slots are 

reserved for full 
freighter aircraft.”  

Lobby groups continue to 

work on solutions behind the 
scenes, according to one 
source, and they prefer to 
keep their efforts 
confidential for now. While 
the “local rule” has been 
introduced, it has not helped 
airlines such as Kalitta Air, 
which lost all its slots when 
the airport reached capacity.  

Dutch shippers’ 
group, evofenedex, argued 
that freighter flights were a 
benefit.  

It said: “Research by SEO 
Economic Research recently 
showed that the welfare 
contribution per cargo flight 
amounted to €27,000 
($30,000). This is higher 
than the welfare 
contribution per passenger 
flight of between €7,200 
and €16,000.   

“Decreasing the volume of 
cargo at Schiphol also 
affects the network quality 
of the airport, because 

airlines need air freight to be 
able to continue to fly to 
less-profitable destinations."  

In a further blow to air 
cargo, the Dutch 
government has indicated it 
will introduce a flight tax by 
next year, which will raise 
€11m from freight. It plans 
to tax freighters leaving 
Schiphol or Maastricht, 
but raise no tax from belly 
cargo.   

“A strange choice,” 
said Ivo Aris, president of Air 
Cargo Netherlands.  

He added: “Another thing; 
the tax is based on the total 
take-off weight of a cargo 
aircraft not on the actual 
load. So even if a device is 
empty, the company must 
pay the full price. 

“This is a very unbalanced 

form of taxation. Moreover, 
the revenue from this levy 
does not return to the sector 
for sustainability, but to the 
treasury.

“In my view, the proposed 
airfreight tax will not only 
yield nothing to make the 
industry more sustainable, 
but it will seriously disrupt 
the European level playing 
field for the Dutch air freight 
sector. The tax may, in some 
cases, lead to a doubling of 
the airport charges for cargo 
aircraft.  

“That can be calculated on 
the back of a beer mat – 

€11m on around 8,000 
departing cargo aircraft is 
easily €1,375 per 
aircraft. That hurts the entire 
sector, but certainly 
Maastricht Airport, which 
has to compete with 
tax-free airfreight in Belgium 
and Germany directly 
around the corner.”  

And the Netherlands 
would be the only country in 
the world to impose such a 
freighter tax, he claimed.  

Schiphol looks to rescue 
its cargo volumes 

DICK BENSCHOP
Royal Schiphol Group

“This is 
a critical 
situation 

that must be 
addressed. 

Cargo 
is a key 

component 
of our 

operations.

UK independents can join 
apprenticeship scheme
UK small and medium-sized forwarders are 
expected to benefit from a recent 
government announcement that it is 
expanding access to the apprenticeship 
service. 

Companies which are not one of the 
existing 22,000 apprenticeship levy payers 
will be permitted to access the service. 

Robert Keen, director general of the British 
International Freight Association (BIFA) said: 
“The news that the Education and Skills 
Funding Agency (EFSA) is now expanding 
access to the apprenticeship service will be 
welcomed by companies within our 
membership who are non-levy payers, as 
they will now have greater ownership, 
visibility and involvement with 
apprenticeships, funding and access to a 
wider range of high-quality training providers.  

“This means that SMEs within our 
membership will have greater control over 
the apprenticeships with which they engage, 
and could lead to a significant increase in the 

number of individuals enrolling on the 
International Freight Forwarding Specialist 
apprenticeship, in which BIFA had a 
significant role prior to its launch in 2018.” 

The expansion will be trialled until March, 
when the EFSA will undertake large-scale 
testing, seeking feedback from smaller 
employers and training providers. 

During the transition EFSA will continue to 
run contracts with training providers so 
smaller employers have a choice on how to 
access apprenticeship funding, and join the 
service when they are ready. During the test 
phase, additional funding will be made 
available for up to 15,000 new starts through 
the service. 

As it enables smaller employers to use the 
apprenticeship service, the government is 
introducing the ability for them to reserve 
funds for training. It has published updated 
versions of the Funding Rules and new 
Reservations Policy Statement. 

Keen added: “Any BIFA member should 
contact one of the apprentice 
providers who will be able to 
help them navigate through 
the process. It is important to 
act quickly and there is an 
option to reserve funding, with 
which one of the apprentice 
providers will be able to 
assist.”

The UK government has 
recently announced that it is 
expanding access to the 
apprenticeship service
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Insights IN
Seafreight – comment by Mike Wackett

IT appears that 2020 will be 
yet another “challenging” 
year for the liner industry, 
according to analysts.

To be honest I cannot 
recall a year when it was 
anything less than 
challenging in liner shipping: 
it is a demanding business 
that invariably calls for 
resilience and robustness on 
an everyday basis.

The dictionary definition 
of challenging: 'Difficult to 

deal with or achieve, 
especially in a way that 
forces you to prove your skill 
or determination to succeed', 
sums up the requirements 
for life in the shipping world 
perfectly I believe.

Moreover, the use of the 
word “challenging” is often 
seen and taken as a negative 
when used in the outlook for 
company financial 
statements, but in my view it 
should be followed by a word 
such as, “stimulating” or 
“inspiring”, in order to better 
imply that the company is in 
fact up for the challenge, 
rather than being 
apprehensive of the task 
ahead.

There are many examples 
in shipping, as in life, where 
the challenge has been taken 
up, and despite the 
naysayers, the so-called 
insurmountable problem has 
finally been overcome.

For example, some 

expected that the mandatory 
weighing of all containers 
prior to shipment (VGM), 
that became law on 1 July 
2016, would cause “chaos” at 
the ports, miles of container 
export lines and thousands 
of boxes shut out 
from nominated 
vessels.

But having 
witnessed a 
feeder ship 
almost ‘turn 
turtle’ in the 
port of Dublin, 
due to the 
container line 
bowing to 
commercial 
pressure from 
VIP shippers to 
accept some 
‘light’ last-
minute boxes, 
that in fact 
turned out to be grossly 
overweight when they were 
loaded on the ship’s deck, I 

can vouch for the necessity 
for boxes to be weighed.

And when VGM did 
eventually come into force, 
there were in fact very few 
teething problems reported; 
unsurprisingly, when rogue 

shippers soon 
discovered that 
their containers 
would not be 
shipped unless 
they had a VGM 
certificate in 
place.

The ‘challenge’ 
for liner shipping 
was even 
tougher in 2019: 
from 1 January 
this year ships 
are required to 
comply with the 
IMO’s 0.5 per 
cent sulphur cap 

on marine fuel, or 
have had vessels retrofitted 
with exhaust gas cleaning 
scrubbers, in order to 
continue to burn 3.5 per cent 
sulphur content heavy fuel 
oil (HFO).

Shipping’s equivalent of a 
financial markets’ ‘big bang’, 

was preparing to change 
overnight from the industry 
staple, and much cheaper, 
HFO, in a move which is 
estimated to be costing 
ocean carriers a massive 
$15bn a year in total.

Could they recover the 
extra money for the greener 
fuel from shippers? This was 
the first question asked; and 
despite some initial doubts, 
shippers have proved to be 
willing to make their 
contribution to reducing 
harmful greenhouse gas 
emissions by paying carriers’ 
low-sulphur surcharges.

Will there be sufficient 
availability at the world’s 
bunker ports of the 
compliant fuels?

Again this has also largely 
proved to be an unfounded 
concern, as the bunker 
suppliers of the world have 
quickly adapted to the new 
demand mix. 

There will no doubt be 
many more challenges ahead, 
but I liked a quote from the 
traditional New Year 
message to staff from 
Japanese shipping group 
NYK’s president Hitoshi 
Nagasawa. 

He said: “Change is 
occurring rapidly these days, 
and it is said that the future is 
uncertain. However, 
assuming the future is 
uncertain for everyone, we 
should advance together 
without fear of falling.”

Up for the challenge?

Shippers have proved to be willing to make their contribution 
to reducing harmful greenhouse gas emissions by paying 
carriers’ low-sulphur surcharges

MIKE WACKETT
Sea Freight Consultant, FICS

“Assuming 
the future 

is uncertain 
for everyone, 

we should 
advance 
together 

without fear 
of falling”

Forwarders told to educate shippers 
after 2020’s first boxship fire  
AFTER the first boxship fire of the year was 
deemed to have been caused by misdeclared 
lithium batteries, forwarders have warned 
that shippers need to be better educated 
about cargo declarations, or face increased 
regulation. 

According to Chinese shipping line Cosco, 
the fire onboard its 10,000 teu Cosco 
Pacific at the start of the year was caused by 
lithium batteries falsely declared as spare 
parts. 

Two containers were 
destroyed and a number of 
adjacent boxes damaged. The 
vessel only resumed its voyage 
to India from Malaysia’s Port 
Klang after spending the best 
part of two weeks moored at 
Colombo. 

Barcelona-based digital 
freight forwarder iContainers 
said that the issue would need 
to be addressed. It added that 
part of the problem stemmed 
from misinformed shippers and 
inept practices. 

“Forwarders are still taking 
the shipper’s word for what’s 
loaded in the container. This 
puts the forwarder at risk, 
especially if the shipper’s paperwork is not in 
order,” said Klaus Lysdal, vice president of 
operations. 

He said failure to tackle the problem 
before it gets worse could ultimately lead to 
regulations that could cause an increase in 
shipping costs, as well as increasing shipment 

times due to greater need for inspections. 
“Some of the carriers’ initial steps to 

increase fines may help. But if this persists, it 
could result in mandatory manual 
inspections or similar moves to protect 
against these types of issues,” he said. 
“Something like that would obviously lead to 
additional costs. 

“But something has to happen as we 
cannot keep having fires happening on board 

vessels.” 
He said an added imperative 

was growing vessel size, because 
larger capacities increased the 
risk from misdeclared cargo on 
board. 

Meanwhile, the Nautical 
Institute, an NGO that has 
observer status at the IMO and 
focuses on the human element 
in shipping, is due to hold a 
one-day conference in London in 
April to discuss containership 
fires and their prevention. 

The Institute noted: “We have 
established that misdeclaration 
of cargo is a significant factor 
in human and financial loss. 
Should a fire start, some cargoes 

have the potential to enhance the 
speed at which the fire spreads. This makes it 
challenging for the crew to fight the fire using 
limited resources onboard. 

“Though containerships have significantly 
increased in size, SOLAS firefighting 
and protection regulations have not evolved 
at the same pace.” 

“Forwarders 
are still 

taking the 
shipper’s 
word for 
what’s 
loaded 
in the 

container”
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Lines looks ahead to 2020 
with positive approach
MID-January saw the South Korean carrier 
HMM formally file its impending membership 
of THE Alliance with the US Federal Maritime 
Commission, ending its slot-sharing 
arrangement with the 2M partnership, and 
giving it full alliance status. 

HMM president and chief executive Jae 
Hoon Bae gave a rousing New Year message 
to staff declaring that the company 
was steaming “full ahead” to 
turnaround its hitherto dire 
financial results this year, which 
he pledged would “eventually 
lead to a complete 
reconstruction of the Korean 
shipping industry”, still tainted by 
the bankruptcy of Hanjin 
Shipping in 2016. 

April will see HMM join THE 
Alliance as a full member after 
four years of being on the side 
lines as a slot charterer with the 
2M. 

And Bae reiterated HMM’s 
target of rebuilding its fleet to 
1m teu of capacity. 

According to Alphaliner data, 
HMM’s fleet capacity is currently 
390,000 teu, ranking it as the 
10th largest carrier, however it 
has a significant orderbook of 419,000 teu, 
including 12 24,000 teu ULCVs. 

On delivery of its newbuilds HMM would 
move up one place in the rankings to 9th, just 

behind Taiwan’s Yang Ming which, including 
its orderbook, will have a fleet capacity of 
some 844,000 teu. 

Meanwhile, the senior partner of THE 
Alliance, Hapag-Lloyd, has said it would 
principally focus on improving its service 
levels rather than expanding fleet capacity. 

Chief executive Rolf Habben Jansen 
explained in a New Year Q&A: “A year 

and a half ago, we adopted our 
Strategy 2023 and set ourselves 
the goal of becoming the number 
one for quality among carriers. 
We are continuing to pursue this 
goal. In the near future, we will 
publish a set of quality promises 
by which we will be measured 
going forward. We will continue 
to invest heavily in digital 
products and services.” 

He added that the main 
challenge for the grouping this 
year would be absorbing the 
extra costs of  the IMO’s new 
low-sulphur fuel regulations: 
“The new cap presents a major 
challenge to container shipping 
companies. The costs involved in 
converting vessels and using the 

new fuel will be high. Since the 
lion’s share of our fleet will sail with the new 
low-sulphur fuel oil, we expect additional 
costs of around US$ 1 billion per year.” 

The traditional Japanese shipping line New 
Year messages to staff were also generally 
positive, reflecting the improving financial 
results of the industry. However, concerns 
remain over a possible slowdown in demand. 

K Line president and chief executive 
Yukikazu Myochin said that the “poor market 
conditions and a temporary deterioration in 
the bottom line, caused by the teething 
problems of ONE’s first year of operation” 
were in the past, and that the group expected 
to remain in the black for its fiscal year ending 
31 March. 

He said: “Having overcome the teething 
problems of operation, ONE is now at the 
stage where it can achieve more synergy 
through best practices and we expect further 

improvements in meeting the bottom line.” 
Meanwhile, MOL president and chief 

executive Junichiro Ikeda said that generally 
“the year ended on a strong note”. 

Referring to the liner sector, where MOL is 
a 30 per cent stakeholder in ONE, Ikeda was 
cautiously optimistic. 

“The containership business recovered 
from a slowdown in profits in the previous 
fiscal year,” he said, and was hopeful that the 
improved performance of ONE would lead to 
the next stage in its growth. 

However, Ikeda was cautious on the 
outlook for trading. 

He said: “Turning our eyes to global trends, 
I’m concerned about the effect on seaborne 
trade arising from the slowdown in worldwide 
economic growth. I cannot say when or how 
the economy might tumble into recession, but 
from my experience they can be categorised 
into two types: recessions suddenly triggered 
by a specific factor, and recessions that occur 
so gradually that it is hard to determine.” 

He added that there was a commonality 
between both types of recession: “We must 
without fail prepare for the hard times during 
the good times – like now. 

“An example of a measure we can take now 
is to limit our market exposure,” said Ikeda.  

“When we say, ‘limit our exposure’ the first 
thing that may come to mind is fleet 
reduction, but the real issue is to prepare for 
the storm by enhancing the fleet’s market 
durability, while diversifying profit sources.” 

Focusing on his group’s return to 

profitability the president of NYK – which 
holds a 40 per cent stake in ONE - Hitoshi 
Nagasawa was more philosophical in his 
outlook. 

He said: “Change is occurring rapidly these 
days, and it is said that the future is uncertain. 
However, assuming the future is uncertain for 
everyone, we should advance forward 
together without fear of failing.” 

JAE HOON BAE
HMM

ROLF HABBEN JANSEN
Hapag-Lloyd

“In the near 
future, we 

will publish a 
set of quality 
promises by 

which we 
will be 

measured 
going 

forward”

JUNICHIRO IKEDA
MOL


