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FROM THE PUBLISHER
Dave Thompson

The “Flex” 
in Flexible 
Supply Chain
Dear Readers,

I am pleased to be part of the 
CargoNOW team and bring 
you our inaugural issue! 
Looking ahead, our first year 
will be a busy one. From 
our first issue to our first 
expo, CargoNOW is poised to 
become the industry’s leading 
publication. Our goal is to 
provide readers with content 
that is both fresh and new, and 
also relevant to the industry. 
Our Authors will give original 
and unbiased opinions on 
issues throughout the Logistics 
spectrum. From the U.S. China 
trade war to IMO 2020 the 
logistics companies have been 
forced look at the present 
way the supply chain is 
implemented. This has caused 
uncertainty and change faster 
than anticipated. Fluidity and 
flexibility are replacing the 
mindset of “if it ain’t broke, 
don’t fix it”. We are being 
forced to make decisions on 
whether to move factories, 
or distribution centres in 
an effort to trim costs and 
implement “just in time” 
manufacturing and supply 
practices.

IMO 2020 is an important 
issue today because 
the cost involved in the 
implementation will be a 
major hurdle for companies 
and countries to overcome. 
This has been compounded by 
the uncertainty surrounding 
the issue and Indonesia 
announcing that they will not 
enforce the new regulations 
on international shipping.  
With turmoil comes change, 
and with change comes 
opportunity.

CargoNOW is the magazine 
that covers pertinent 
information within the Supply 
Chain and Logistics ecosystem. 
Readers will gain insight and 
visibility in areas outside their 
industry sector allowing for 
capitalization and exploitation 
of opportunities that may 
otherwise elude or remain 
hidden from them.

We welcome your feedback as 
well as contributions on topics. 
Thank you and I hope that you 
find our magazine informative.

“From our 
first issue to 
our first expo, 
CargoNOW 
is poised to 
become the 
industry’s 
leading 
publication. 
Our goal is 
to provide 
readers with 
content that is 
both fresh and 
new, and also 
relevant to the 
industry.” 

Dave Thompson
Publisher
dave@cargonow.world
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FLYING HIGH: 
Airport Master Plan 
Sets Course For More 
Carriers, Routes and 
Freight Bonanza
BY IAN BUSHNELL

More low cost carriers, 
connections with China, and 
the continued growth of 
Canberra Airport as a freight 
hub are on the radar in the 
Preliminary Draft of the 
Airport’s 2020 Master Plan.
Over the next 20 years, the 
Airport envisages passenger 
numbers growing from the 
three million now using the 
facility to more than nine 
million, with built-in capacity 
to cater for expansion, 
and with relatively modest 
additions, the ability to look 
after 12 million passengers a 
year.

Head of Aviation, Canberra 
Airport, Michael Thompson 
said the airport wanted to 
build on the successful entry of 
Tigerair and the international 
carriers, Singapore Airlines 
and Qatar airways, to provide 
more destinations, more 
planes and more options for 
passengers.

“For people living in the ACT 
region that hopefully means 
rather than having to travel 

up to Sydney or down to 
Melbourne they can come 
to Canberra and enjoy the 
ease of getting away, as we’re 
finding the people going to 
Singapore but also to Doha are 
experiencing.

“It also means there will be 
more lost-cost options for 
people in our region who we 
know like to travel,” 
Mr Thompson said.

He said the Airport was in 
discussions with low-cost 
carriers such as Jetstar and 
with airlines about China and 
New Zealand. This year’s ACT 
Government visit to China had 
begun a relationship that the 
master plan sees bearing fruit 
within five years.
 
“We know that airlines have 
got to be convinced there is 
a viable economic return for 
them for flying on a route and 
we also know that a lot of it 
has to do with the relationship 
and trust, and certainly 
the trip to China has both 
enlightened Chinese carriers 
about the opportunities 
here but also commenced 
that building of a trusting 
relationship.”

The master plan, which has 
five and 20-year horizons, 
says the international flights 
established at Canberra 
Airport are making ripples in 
the market, showing that both 
can be successfully run out of 
Canberra.

“The Qatar option also shows 
for an airline that’s not getting 

“We know 
that airlines 
have got to 
be convinced 
there is 
a viable 
economic 
return for 
them for flying 
on a route 
and we also 
know that a 
lot of it has 
to do with the 
relationship 
and trust, 
and certainly 
the trip to 
China has both 
enlightened 
Chinese 
carriers 
about the 
opportunities 
here but also 
commenced 
that building 
of a trusting 
relationship.”

Michael Thompson
Head of Aviation, 
Canberra Airport
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the load factor it wants out 
of Sydney, tagging it on to 
Canberra provides them with 
an alternative that gives them 
access to a population of close 
to a million people within 
three hours’ drive,” he said.

“That increases the potential 
catchment, and we know the 
Canberra and region economic 
data is very strong.”

But the 
acknowledgement 
from Lonely 
Planet a couple 
of years ago, 
tourism numbers 
that continue 
to grow and 
strong interest 
in Canberra, 
also made the 
national capital 
an attractive 
inbound 
destination.

Long term the 
Airport hopes to 
see routes to Asia, 
including Bali, Kuala Lumpur, 
Hong Kong and Japan, and to 
the Pacific, with connections to 
the US.

Mr Thompson hoped to see 
the return to Canberra of 
routes such as Hobart, and that 
Darwin made sense, as well 
as more regional destinations 
such as Albury-Wodonga 
(within five years), Cairns and 
Ballina/Byron Bay.

What he called the third 
piece of the puzzle, which the 
Airport was close to cracking, 

was freight export.
Coming out of a very rich 
primary produce region, it 
required a quick turnaround 
for perishables.

“The fact that you can pick 
your cherries in Young at 12 
o’clock, load them on a truck 
at two, have them down to 
Canberra at four and have 
them in Singapore at five 

the next morning is a really 
attractive proposition and 
one we want to explore and 
develop,” Mr Thompson said.
Singapore opened up to Asia 
and Europe, and Doha in the 
Middle East.

“It’s not just cherries, it’s 
oysters down the coast, fresh 
meat produce. There is a range 
of opportunities we see for 
exporters from this region who 
are currently going to Sydney 
or Melbourne,” Mr Thompson 
said, noting the advantages of 
no night curfew, no capacity 

constraints and not having to 
deal with Sydney traffic.
Mr Thompson said the 
Airport’s relationship with 
Qantas was now ‘very good’ 
after a fractious time over 
flight cancellations.

“They’re our major partner, 
from time to time partners 
have disagreements but we’re 
working well with them,” he 

said.

The master plan 
says the Airport 
is continuing 
talks with the 
ACT Government 
on road links to 
Majura Parkway 
and the city, and 
the capacity of 
Pialligo Avenue 
but Mr Thompson 
said it would be 
premature to talk 
about Airport 
contributions to 
developing these.

Across the Airport 
site, jobs are forecast to 
grow from 14,000 now (9,500 
confirmed in Brindabella 
Business Park), to 16,000 by 
December 2020, 20,000 by 
2025/28 and 36,000 by 2040 in 
response to growth in aviation 
as well as retail and office 
expansion and the region’s 
economy.  ■

PARLIAMENT HOUSE IN CANBERRA. One of the top tourist destinations in 
Australia. 



SEPTEMBER 2019    |     www.CargoNOW.world    |    7 

NEWS

Airfreight Braces for 
More Tariffs as Trade 
War Expands

The news late last week of 
additional tariffs levied by 
China on $75 billion worth of 
U.S. goods and a subsequent 
increase from 25% to 30% in 
tariffs imposed by the U.S. 
on Chinese goods is the latest 
development in the trade war 
that has already pushed some 
supply chains out of China and 
into Southeast Asia. 

While some manufacturers 
had already moved to revamp 
their logistics networks, 
China-based forwarder Apex 
Logistics told Air Cargo World 
the newest round of tariffs 
will likely push those suppliers 
who had taken a “wait and 
see” approach to finally shift 
their supply chains.

Apex Logistics held a summit 
in Taiwan during July for large 
electronic shippers to discuss 
how the trade war is affecting 
supply chains out of Asia. One 
of Apex’s customers is “moving 
out of China very aggressively 
and wanted to make sure we 
have the capacity in place to 
accommodate that change,” 
Michael Piza, senior vice 
president, corporate business 
development and customs 
brokerage at Apex Logistics, 
said.

The forwarder is investing in 
increasing its capacity out of 
Taiwan, Thailand and Vietnam, 
Piza said, but has maintained 
capacity out of China, as with 
its regular charters out of 
Wuhan (WUH) into Columbus 
(LCK) that began this weekend, 
operated by Asiana Cargo with 
a 747-400F. The forwarder is 
also planning a new charter 
out of Vietnam for September, 
but declined to provide 
additional information on the 
charter at this time.

Although the trade war has led 
to an increase in discussion 
of Vietnam as the new 
Asian gateway for air cargo, 
Piza said the shift has been 
slower than expected, likely 
because manufacturers in the 
region have already invested 
substantial time and capital 
into their supply chains in 
China. 

Apex Logistics said that as of 
August, there is “still more 
capacity than demand” out of 
Vietnam, but the newest tariffs 
are likely to accelerate the 
shift. “Now that it’s escalated 
to this point, you’ll see swifter 
action over the next coming 
weeks and months,” he added. 
“At the summit, a lot of the 

customers were in ‘wait and 
see’ mode, but I think that 
this most recent situation will 
encourage people to move 
more quickly.”

The tariffs may be a pitfall 
for Chinese exports, but the 
U.S. faces its own, perhaps 
more serious, challenges, as 
noted by Dorsey & Whitney 
senior partner and Asia 
group co-head Nelson Dong. 
In a statement on the impact 
of the tariffs, he noted that 
“China has the ability through 
its formal system of state-
owned enterprises and its 
informal system of influencing 
nominally private enterprises 
to decrease the imports of 
certain goods.”

Agricultural products China 
normally imports from the 
U.S. have been hit particularly 
hard, and as Dong said, “there 
are multiple competitor 
countries who would eagerly 
replace American suppliers 
that have invested years or 
even decades in establishing 
their sales channels into 
China.”

“The longer these tariff wars 
go on, the more China can be 
expected to use this ‘power 
of the purse’ to regulate and 
influence where China buys 
such commodities and the 
greater the danger that such 
displacements of American 
suppliers will last beyond 
the financial endurance of 
individual farmers or their 
creditors.”  ■

BY CARYN LIVINGSTON
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SIA Cargo Sees a Dip in Volumes

Ethiopian 
Cargo 
Starts 
Freighter 
Service to 
Bangkok 
and Hanoi

Singapore Airlines Cargo (SIA 
Cargo) experienced a decline 
in cargo volumes last month 
(July). The freight carrier 
shipped 103,200 tonnes of 
cargo during the month, down 
by 5.1% compared with the 
same time last year.

Ethiopian Cargo announced 
today that it began once-
weekly 777 freighter service 
to Hanoi (HAN) and Bangkok 
(BKK) from its Addis Ababa 
(ADD) base as of Aug. 16.
The weekly flight departs 
ADD on Fridays, arriving 
in HAN that evening before 
continuing to BKK, where it 
arrives Saturday mornings. 
From Thailand, the freighter 
service returns to ADD midday 
on Saturday.

Ethiopian Cargo’s freighter 
fleet includes 10 777Fs and two 
737-800SF, though the carrier 

Cargo traffic as measured in 
tonne-km flown fell by 5.7% 
year on year to 547.7m.
Meanwhile, capacity rose by 
1.1% compared to July 2018 to 
reach 942.2m available tonne-
km. SIA Cargo’s load factor 
for July fell as a result by 4.2 
percentage points to 58.1%.
The load factor was down 
year on year on all the route 
regions flown by SIA Cargo, 
with the sole exception of West 
Asia and Africa.

At the beginning of this month 
(August), SIA Cargo revealed 
that its freight traffic fell 
over the course of the first 
quarter of its 2019/20 financial 
year against a backdrop of 
weakening global demand.
Cargo and mail carried during 

expects to continue growing its 
cargo fleet, as reported by our 
sister publication, Cargo Facts.

According to Ethiopian 
Group’s CEO Tewolde 
GebreMariam, the carrier’s 
new service to HAN and BKK 
“will supplement the daily 
belly hold cargo capacity on 
passenger aircraft and will 
create better connectivity 
for cargo transport not just 
between Ethiopia and Thailand 
and Vietnam but also to over 
60 destinations we serve in 
Africa.”    ■

April–June amounted to 
307,700 tonnes, down 3.3% 
compared with the same 
period in 2018. Traffic as 
measured in freight tonne-km 
(FTKs) was down 4.4% year on 
year to 1,645.4m.

Capacity rose very slightly, 
up 0.1% to 2,805.1m available 
tonne-km. The load factor 
declined by 2.7 percentage 
points over the same quarter 
of last year as a result, to 
58.7%.

Yield dipped by 4.2% year on 
year, and cargo flown revenue 
fell by 8.4%.  ■

103,200
TONNES OF CARGO
(Shipped in July 2019)

5.1%
DECLINE IN CARGO 
VOLUMES
(compared to July 2018)
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Restoring Public 
Confidence

This year marks the 75th 
anniversary of the signing of 
the Chicago Convention—the 
global treaty that established 
the governing legal framework 
for international aviation. 
The signing took place on 
7 December 1944, at the 
Stevens Hotel—today’s Chicago 
Hilton—after more than a 
month of negotiations.

It is impossible to overstate 
the magnitude of what was 
achieved in Chicago on that 
day, particularly given what 
was happening elsewhere at 
the time. The D-Day invasion 
had taken place less than six 
months before, intense fighting 
continued around the world, 
and the end of the conflict was 
still nine months away.

The Chicago Convention is 
civil aviation’s charter; it is our 
constitution. At the ceremony, 
the American president of the 
conference, Adolf A. Berle, 
said it was the “foundation 
for freedom under law in air 
transport.”

That it has enabled the 
astonishing growth of the 
industry globally while 
taking its safety record to 
unimagined levels is a tribute 
to the remarkable prescience 
and wisdom of the treaty’s 
authors. They somehow were 
able to see beyond the terrible 

fog of war and understand 
the contribution that civil 
aviation would make to peace 
and prosperity in the years 
ahead. It should remind us all 
that we have a vital interest 
in ensuring that its principles 
endure. That’s why there is 
reason to be troubled by the 
potential implications of the 
Boeing 737 Max controversy.

CONTROVERSY 
It has become clear that well-
meaning and highly competent 
regulators, doing what they 
do best, and doing it for the 
right reasons, can unwittingly 
destroy the public’s confidence 
not just in a particular aircraft 
model, but more importantly 
in the global regulatory 
framework itself. We must do 
all we can to avoid that result.
We grieve for all those who 
died in the two accidents—346 
souls—and for their families 
and loved ones. Accidents of 
this kind are increasingly rare, 
and when they happen, they 
affect all of us very deeply. 
These things are not supposed 
to happen. And they certainly 
aren’t supposed to happen 
twice in five months.

It is clear that those who 
grounded the 737 Max first 
were operating without real 
data to support the decision, 
but simply decided to pursue 
the most conservative 

approach. So, perhaps it is 
understandable that different 
civil aviation administrations 
(CAAs) responded differently. 

Everyone was in a state 
of shock. It’s clear that 
those who grounded the 
aircraft first were operating 
without real data to support 
the decision but simply 
decided to pursue the most 
conservative approach. For 
safety regulators, it was not an 
irrational decision.

The problem is that other civil 
aviation authorities—more 
determined to ensure that any 
regulatory decision was wholly 
supported by actual data—
did not ground the aircraft 
immediately.

The US Federal Aviation 
Administration (FAA) was in 
this latter category, explaining 
that it is, and always has been, 
a data-driven agency. Given 
that the 737 Max had flown 
something like 57,000 flights 
in US airspace without an 
incident and that the actual 
cause of the two accidents 
was still unknown, the FAA 
felt it had no legitimate basis 
for grounding the aircraft. 
Eventually that data was 
obtained both from the second 
accident site and through 
satellite surveillance, following 
which both Canada and the US 
grounded the plane.

CONSISTENCY
Every agency carried out its 
responsibilities in keeping 
with its best judgment, but 
the flying public was left 
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uncertain and confused. 
The intention of the drafters 
of the Chicago Convention 
was that international 
aviation would be governed 
by global harmonization, 
standardization, and 
consistency in the content and 
quality of regulatory oversight. 

That’s not what the public saw 
after the second Max accident.
Instead, the public saw what 
appeared to be a strange 
competition among aviation 
regulatory agencies. Stories in 
the press merely reinforced 
the impression that the old 
order had given way to a 
new disorder—with CAAs 
everywhere forming their own 
views unconstrained by any 
need for a global consensus. 
Frankly, it was not a pretty 
picture.

We are now approaching the 
end of the story. Regulators 
everywhere are considering 
whether, when, and how to 
safely restore the aircraft to 
service. Every government 
not only has the right but 
also the obligation to certify 
the airworthiness of aircraft 
operated by carriers registered 
in their territory. Nobody 
questions that.

If one or more CAAs declare 
the 737 Max airworthy and 
restore it to service while 
others remain unpersuaded, 
the viability of the global 
regulatory framework will be 
placed at grave risk.

But the expectation within the 
Chicago Convention system is 

that the state of manufacture 
of the aircraft will have the 
primary responsibility for 
establishing the airworthiness 
of a new aircraft type, and 
other states will merely 
validate that certification—a 
less arduous undertaking. It 
is meant to be a coordinated 
and collaborative process. 
Moreover, Article 33 of the 
Convention requires that 
contracting states recognize 
as valid the airworthiness 
certificates of other 
contracting states, as long as 
the certification process in 
question complies with ICAO 
standards.

If one or more CAAs declare 
the 737 Max airworthy and 
restore it to service while 
others remain unpersuaded, 
the viability of the global 
regulatory framework will 
be placed at grave risk. 
Such disagreements would 
compromise further the 
public’s confidence in the 
continued integrity of a system 
that has served the world 
extremely well for the past 
75 years. We don’t have to 
guess what the consequences 
would be: if the public lacks 
confidence in the integrity of 
the system, they are unlikely 
to have much confidence in 
an aircraft recertified by the 
system.

CREDIT 
As the 737 Max is restored 
to service, it is essential that 
air travelers are assured 
that there are no lingering 
disagreements among CAAs 
regarding the criteria to 

be applied or whether the 
requirements have been 
met. If there are genuine 
professional differences 
among regulators—it certainly 
wouldn’t be the first time—
they should be resolved 
quickly.

It is not the 1950s. Thanks to 
the spread of liberalization 
more people are flying 
internationally than ever 
before. Demand for air travel 
is expected to double over 
the next two decades. Today’s 
air passengers do not want to 
hear that one CAA or another 
is the gold standard, thereby 
implying that others are 
something less.

They want every CAA to 
follow and represent the 
gold standard. ICAO, the 
FAA, the European Aviation 
Safety Agency, and other 
CAAs deserve great credit 
for all they have done over 
the past few decades to raise 
the quality of aviation safety 
regulation everywhere. These 
efforts have worked. It’s time 
to acknowledge that success, 
to celebrate it, but most 
importantly, to demonstrate 
confidence in it.   ■
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Before 9/11, no 
one thought of 
commercial airliners 
as weapons. But the 

attack on the Twin Towers 
transformed the air-travel 
system into a battlespace.

And although no one thinks 
of container ships as weapons 
today, China is weaponizing 
the global supply chain. The 
vessels of China’s state-owned 
shipping companies no longer 
merely carry merchandise. 
Sailing to a global network of 
ports under Chinese control, 
they’re carrying Chinese 
power.

China’s dominance of global 
manufacturing rests on a triad 
of commercial capabilities that 
emerged as byproducts of the 
country’s industrialization. 
China developed expertise 
in port construction and 
operation, container shipping 
and logistics, and electronic 
networks. In combination, 
these enabled the country 
to offer foreign companies 

the convenience of one-
stop shopping — low-cost 
production and reliable global 
distribution from China’s 
coastal manufacturing sites. 

China’s port and logistics 
network also enables its cyber-
surveillance efforts, increases 
Chinese financial leverage 
over Western countries, and 
provides China with a round-
the-clock presence in the 
global maritime domain that 
threatens to limit U.S. naval 
access to the growing roster 
of commercial ports under 
Chinese control.

Lucky timing helped China 
put this all in place. The 
country’s entry into the World 
Trade Organization in 2001 
sparked rapid growth in 
manufacturing. And even as 
China set about exploiting 
Western companies — by 
requiring “technology 
transfer” as a condition of 
doing business in China, 
and even through outright 

intellectual-property theft 
— Western intelligence 
establishments overlooked 
the security implications 
of the nascent commercial 
triad, instead focusing almost 
entirely on preventing further 
terrorist attacks.

The first vector of 
weaponization is a 
physical network 
of ports under 

Chinese control in locations 
that provide China with 
various forms of economic 
leverage: access to minerals, 
energy, or food; ability to 
deploy cyber-surveillance; 
and potential to deny access 
to U.S. naval vessels. Having 
built the ports that enabled 
China to become the world’s 
manufacturing platform, and 
having completed the artificial 
islands China needed to secure 
its claims over the South China 
Sea, Chinese state-owned 
port-construction companies 
are projecting Chinese 
maritime power with projects 
in the European Union, Latin 
America, East and West 
Africa, the Indian Ocean, and 
Southeast Asia. Much attention 
is focused on large greenfield 
projects in developing nations, 
but China has built its network 
largely by acquiring control 
of up-and-running assets 
that play an essential role in 
developed economies.

The second component is the 
introduction of Chinese cyber-
capabilities, including the 
installation of digital networks 
at Chinese-controlled sites, 
typically by Huawei, and 
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subsea cable network being 
built by Huawei’s marine 
unit that will nearly encircle 
the globe by the end of this 
year. Chinese state-owned 
companies are leading a rapid, 
digitally enabled consolidation 
of the logistics sector — 
bringing together supply-
chain functions that had 
previously been performed by 
separate companies, adopting 
centralized IT systems to 
control distribution from the 
doors of factories in China 
to the doors of consumers in 
America, and developing a 
wide array of technologies 
that can be used for both 
commercial and military 
purposes.

The most threatening aspect 
of China’s commercial 
triad is that the physical 
network of ports, ships, and 
terminals serves as a force 
multiplier for China’s cyber-
aggression. From drones that 
monitor operations to facial-
recognition technologies that 
control access to container 
yards, port facilities provide 
nearly perfect cover for 
cyber-espionage. There’s a 
lot going on in a seaport, 
and all of it is controlled and 
monitored by technology 
that feeds information 
over digital networks to 
buyers, sellers, regulators, 
financial institutions, and 
transportation companies. 
In short, ports are power. 
Power over imports and 
exports, power over economic-
development policies, 
construction, shipbuilding, 
land transport, and electricity 

grids — and power over the 
digital information needed to 
move goods through global 
supply chains that originate 
in China and Southeast Asia. 
These critical supply lines 
have increasingly come under 
the influence or control of 
a handful of Chinese state-
owned companies.

This situation — call it 
“logistics with Chinese 
characteristics” — poses a 
new threat to U.S. economic 
and national security. China’s 
commercial triad creates 
leverage with which it can 
exert sustained pressure on 
U.S. allies and U.S. companies 
to adopt or at least acquiesce 
to Chinese policies. Already 
some allies are quietly 
investing in Chinese expansion 
projects, even if they publicly 
question Chinese motives and 
commercial practices. China’s 

global logistics network will 
also complicate efforts to 
relocate supply chains — 
moving a plant from China to 
Vietnam, for example, might 
reduce exposure to Chinese IP 
theft but still leave a company 
dependent on Chinese state-
owned entities to ship its goods 
to world markets.

The ongoing tariff spat should 
be seen as a reconnaissance 
mission, each side testing the 
other’s will and assessing the 
scope of international support 
for their respective positions in 
a sustained contest. But despite 
a sudden rise in anti-Chinese 
sentiment in Washington, a 
policy that recognizes the need 
to confront China’s commercial 
triad has yet to emerge.

While several 
Chinese 
state-owned 
companies 

are involved in the effort, 
the principal architect of the 
weaponization of the supply 
chain is China COSCO Shipping 
Corporation Limited. With 
shipping, port-management, 
and logistics divisions, COSCO 
has spearheaded China’s 
expansion into the EU and 
Latin America, acquiring 
the rights to operate and 
develop ports and terminals 
for terms as long as 40 years, 
typically bringing in Huawei to 
install new IT systems. Naval 
experts in the U.S. and other 
countries view COSCO as the 
principal logistical-support 
organization for the Chinese 
navy, and Chinese military 
strategists have suggested 

The most 
threatening 
aspect of 
China’s 
commercial 
triad is that 
the physical 
network of 
ports, ships, 
and terminals 
serves as 
a force 
multiplier for 
China’s cyber-
aggression. 
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that the growing network of 
commercial ports will someday 
serve as bases for Chinese 
naval vessels.

Today, COSCO controls China’s 
main Western commercial 
logistics base, in the port of 
Piraeus in Greece. COSCO 
began investing there in 2008 
and in 2016 gained control 
of the publicly listed Greek 
company that manages the 
port and its development. 

Demonstrating that it is 
serious about asserting control 
over its logistics assets, COSCO 
wasted no time in changing 
the Greek company’s bylaws 
to allow board meetings to be 
held in China, and appointed 
Huawei Technologies to 
replace the port’s network 
infrastructure with Huawei 
Internet routers, firewalls, and 
switches for the port’s data 
center. Since 2012, the U.S. has 
said Huawei equipment could 
be used to conduct cyber-
surveillance on behalf of the 
Chinese government, and it 
recently warned Germany 
and other allies that U.S. 
intelligence agencies might 
limit intelligence-sharing 
with countries that use 
Huawei gear in their national 
telecommunications networks. 

It’s not clear how far the 
U.S. concerns go, but even 
if Huawei gear is kept out 
of national phone systems, 
Chinese-controlled ports could 
serve as a back door into 
the critical networks of the 
countries that host them.
Moving quickly to establish 

economic influence, COSCO 
bought controlling or 
significant stakes in ports in 
Valencia, Spain, and Vado, 
Italy, rapidly upgraded those 
facilities, and used its shipping 
line to boost container volume. 
In 2018, ports under Chinese 
control in Spain, Italy, and 
Greece that had previously 
been faltering reported 
volume increases of 16 to 22 
percent. Higher container 
volume increases revenue to 
host nations, which typically 
retain a share in the port’s 
financial performance. It’s the 
definition of leverage.

COSCO’s leverage is multiplied 
through the Ocean Alliance, 
one of three space-sharing 
arrangements that container 
lines formed in 2016 to help 
one another avoid sailing 
partially filled vessels. COSCO 
typically attributes some of the 
growth at its ports in Spain, 
Italy, and other countries 
to volume from its alliance 
partners. COSCO’s major 
ally in the Ocean Alliance is 
CMA CGM, a privately held 
company based in Marseille, 
France, formed when France 
privatized its state-owned 
shipping line. Chinese 
regulators played a major role 
in pushing CMA CGM into the 
alliance with COSCO. Chinese 
regulators scuttled a plan to 
form a space-sharing alliance 
that CMA CGM and two other 
major lines proposed during 
the shipping recession of 2014. 
China said the group would 
have too much market share 
on the ocean routes between 
Asia and the EU. In 2015, a 

Chinese state bank injected 
more than $1 billion into CMA 
CGM, in a deal that included 
an undisclosed strategic 
investment in the company 
and required CMA CGM to 
buy ships and containers from 
Chinese suppliers. In 2016, 
CMA CGM nailed its flag to 
the mast of Chinese maritime 
expansion, signing on with the 
Ocean Alliance. Despite the 
Ocean Alliance’s dominance of 
the Asia-to-EU routes, Chinese 
regulators approved the 
arrangement.

Under the original plan, 
members of the Ocean 
Alliance were to decide in 2022 
whether to renew the deal for 
another five years. But the 
alliance is working so well 
that its members couldn’t wait 
that long — they met quietly in 
Hainan in January and agreed 
to extend the arrangement 
through 2027. The power of the 
alliance hinges on one feature 
its competitors can’t match 
— Chinese state support. Its 
principal members are China’s 
main shipping enterprise 
and a de facto French vassal 
company financed by China’s 
state-owned lenders. If trade 
conflicts heat up in the future, 
Ocean Alliance ships are likely 
to enjoy continued access 
to Chinese ports that serve 
as the critical link between 
manufacturers in China and 
markets around the world.

Non-Chinese shipping lines 
and alliances haven’t fared as 
well. Japanese lines formed 
the ONE Alliance in 2016, and 
Maersk and MSC formed the 
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2M Alliance. ONE had a rough 
start when problems adopting 
a new IT system caused some 
customers to switch carriers; 
one line had to cut its fleet 
after announcing it would 
lose almost $1 billion this 
year. In a sign that the Ocean 
Alliance’s market position is 
attractive to shipping lines 
that are members of other 
alliances, Switzerland-based 
MSC has made vessel-sharing 
arrangements with COSCO or 
CMA CGM in the past several 
months that will help MSC 
improve its services on routes 
from the East Mediterranean 
to India, and from Northern 
Europe to Australia. Perhaps 
that is what Xi Jinping has in 
mind when he says Chinese 
maritime expansion is about 
win-win cooperation.

In the digital domain, 
CMA CGM’s home port of 
Marseille will soon become 
the French connection for 
the globe-circling undersea 
cable network being built by 
Huawei Marine Networks Co. 
Ltd. The Chinese company 
that runs Hong Kong’s phone 
network plans to work with 
Orange S.A., the former France 
Télécom S.A., to bring Huawei’s 
undersea cable onshore in 
Marseille by 2020. Already 
home to two data centers, the 
Marseille port authority plans 
to use the new connection to 
create a major maritime data 
hub.

Huawei Marine’s undersea 
cable powers China’s physical 
port network. Ahead of a 
meeting of leaders in late 

March, Brazilian officials 
reportedly rebuffed warnings 
from their American 
counterparts that Huawei 
equipment could be used 
for cyber-espionage. After 
all, Brazil has become a key 
depot on China’s weaponized 
supply chain. Last fall, Huawei 
completed the undersea link 
from the northeast coast of 
Brazil to Kribi in Cameroon; 
there, CMA CGM is part of a 
Chinese group that began work 
in 2011 on a new deep-water 
port to handle bauxite, iron 
ore, and other mineral exports. 
In Brazil, the Huawei cable will 
support Chinese state-owned 
enterprises; one is building 
a port for soybean exports in 
the northern city of São Luís, 
and another has acquired 
the rights to operate Brazil’s 
most profitable container 
terminal, in the southern port 
of Paranaguá. To aid adoption 
of Chinese digital standards, 
Huawei early this year 
donated 5G equipment to the 
technical training institute in 
the Brazilian state of Paraná, 
where the terminal is located.

The Ocean Alliance has also 
reached U.S. shores. In March, 
CMA CGM acquired nearly 90 
percent of the voting shares 
of CEVA Logistics AG, a Swiss 
freight company that runs 
the largest freight network in 
the U.S. It’s not clear whether 
the U.S. has any recourse to 
review the purchase. But it’s 
worth a look. The purchase 
gives control of a major U.S. 
logistics network to a company 
that’s financed by Chinese state 
banks and whose principal 

ally is the logistics arm of the 
Chinese navy.

Not quite 20 years after China 
joined the WTO, the U.S. 
has wound up in a situation 
where American consumers’ 
package-delivery fees will be 
subsidizing the Chinese navy’s 
support ships. Meanwhile, 
the U.S. Navy told Congress 
last year that the U.S. sealift 
fleet will face a modernization 
crisis starting after 2020 if a 
replacement program can’t be 
started soon.

There are signs that 
the U.S. recognizes 
the national-security 
threat that Chinese 

logistics power poses. As a 
condition of U.S. approval of 
COSCO’s takeover of Orient 
Overseas International Limited 
(OOIL), the U.S.’s Committee 
on Foreign Investment 
required COSCO to sell a 
highly automated terminal 
that OOIL owns in the Port of 
Long Beach. But more needs 
to be done. While the terminal 
was sold to an Australian 
investor, COSCO pocketed a 
gain of more than $1 billion 
on the sale — a windfall the 
company said it will use to 
further expand its logistics 
network. At the highest level, 
the U.S. should be assessing the 
security of U.S. access to bases 
and facilities in Italy, as well as 
to ports that have fallen under 
the control of Chinese state-
owned companies and their 
allies.
 
Under its authority to monitor 
vessel-sharing agreements, the 
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Federal Maritime Commission 
should review the extension of 
the Ocean Alliance in light of 
consolidation in the logistics 
industry, the weak condition of 
competing shipping lines, and 
the manifest national-security 
aspects of the alliance’s role 
in China’s maritime-power 
expansion. It’s also time 
for the U.S. to engage allied 
governments and the private 
sector in a maritime-security 
dialogue aimed at restoring 
U.S. and Western capabilities 
in the commercial dimension 
of sea power. 

The initial aim should be 
to ensure the viability of at 
least one of the alliances 
that compete with COSCO 
and the Ocean Alliance. 
Longer-term objectives could 
include slowing the pace of 
technological development 
at Chinese shipbuilders, 
bolstering Western merchant-
marine training, working 
with allied governments and 
private investors to reestablish 
a Western shipyard presence 
in the Pacific or Southeast Asia, 
and devising a plan to move 
key supply chains beyond the 
influence of China’s logistics 
network.

On the digital frontier, the 
administration needs to heed 
the semiconductor industry’s 
warning against agreeing to 
large Chinese purchases of U.S. 
chips as part of a trade deal. 
Such purchases would force 
U.S. chipmakers to revamp 
their supply chains so that 
operations now done in other 
countries would be moved 

to China. It’s no surprise that 
the idea for large Chinese 
chip purchases came from 
China’s National Development 
and Reform Commission, the 
architect of China’s maritime 
commercial triad. China has 
used its regulatory powers to 
change the structure of the 
global logistics industry and 
is taking a similar approach 
in semiconductors, with 
the NDRC warning Western 
chipmakers not to go too far 
in their efforts to comply with 
the latest U.S. restrictions on 
doing business with Huawei. 
There’s no reason the U.S. 
should help China increase 
its control over the global 
supply chain, particularly in 
technologies that are essential 
to the Huawei equipment 
and undersea cables that 
help convert China’s network 
of commercial ports into 
instruments of Chinese 
national power.

In our image-driven world, 
a visual aid might spark 
efforts to understand the 
scope and impact of China’s 
logistics power: Media outlets 
often use generic photos of 

container ships and ports 
to illustrate stories about 
trade. But China’s takeover of 
global supply chains means 
container ships are no longer 
generic. The ships of COSCO, 
CMA CGM, Orient Overseas, 
and other Ocean Alliance 
members are China’s ships of 
state — adversarial vessels 
carrying Chinese power deep 
into Western territory. It’s time 
to stop using images of those 
ships without identifying their 
allegiance to Beijing.

Thinking of something 
as seemingly routine as a 
container ship or cargo dock 
as a weapon might seem far-
fetched. After all, ports are just 
dots on a map. But how did we 
miss 9/11? No one connected 
the dots.  ■

This article is based on “Asia 
Rising: Ships of State,” Mr. 
O’Dea’s study of the role of 
infrastructure investment in 
national power published by the 
Naval War College Review.
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RPA also known as 
Robotic Process 
Automation is an 
application that 

is aimed at generating 
automation through the usage 
of Robots. A user is able to 
configure the application to 
record, streamline and also 
capture all the necessary 
process with the 
aim of removing 
all the mundane 
tasks which 
ranges from a 
single decision 
actions to a 
range of what if 
scenarios to suite 
the business 
processes that 
the user is 
catering it for. 

Each bot can be 
programmed to 
automate jobs 
within its target 
function in every 
organization. 
They are used 
to capture 
both machine 
and human behaviour when 
executing a task that’s related 
to data, response and even 
the communication within its 
internal Digital Eco System.

All applications in the market 
comes with Natural Language 
Process capabilities which will 
reduce the barrier of entry 
to the usage of the tool, more 
importantly its ability to be 
able to operate on top of any 
existing IT systems or even 
manual excel work makes it a 
tool that’s highly valuable to be 

implemented across different 
functions in an organization. 
Today’s organization have 
widely adopted the use of RPA 
in mainly the financial services 
and human resources and 
we should expect an increase 
in the usage of RPA in other 
functional teams as well in the 
organization expanding the 

scope of its usage.

The RPA journey like any IOT 
automation needs to consider 
the following few criteria 
prior to any adaptation of the 
solution is heavily dependent 
on a few key factors such 
as the company vision of 
the implementation and its 
benefits associated with it. 
System and IT readiness is 
another crucial factor which 
will lead to the success. 

Every successful journey 

begins with a single step that 
defines the entire roadmap to 
Digitalization, hence before 
engaging any technologies, 
we must first start with our 
Master Data. Define what 
can be Digitalized, measured, 
Actioned, Improved and 
Controlled upon. When the 
Master data is being viewed as 

a core engine on 
how to begin the 
transformation, 
the focus and 
requirements 
on automation 
would provide 
clarity on the 
entire RPA 
Roadmap. 

To gain the 
full spectrum 
of the benefits 
from RPA, 
organizations 
should target 
process with a 
few key criteria 
as a pilot 
run to its key 
enablement, 
unlike the 

implementation of any ERP 
system which can adopt a big 
Bang theory, RPA is best suited 
when processes are mapped 
out already allowing the Bots 
to tell us what we don’t know 
from a digital standpoint. 

These process normally should 
involve minimum decision-
making process and its 
repetitive on a daily basis. In a 
general term, velocity, volume, 
volatility and variety are the 
first basis on the processes 
to be considered for the pilot 
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run of the implementation. 
Regardless of how many steps 
each process undertakes, so 
long as it’s a click on the mouse 
or a transfer of data, all these 
are part of a automation on a 
value chain process. 
RPA in today’s context will 
affect the entire Digitalization 
for Supply chain. 

Whilst its impossible to 
automate the entire supply 
chain management processes 
such as Order to Cash, logistic 
planning or Procure to Pay, 
its however possible to 
segment out each individual 
function within the designated 
processes. In order to cash, we 
can explore how request for 
prices to submission of quote 
to customers via the normal 
agents which is email or 
through the digital age of using 
chatbots can help to automate 
this process. For the procure 
to pay process, we can explore 
on how Purchase Orders are 
matched and issued according 
to the price volume discounts 
with approval segments based 
on the individual approving 
criteria. 

Logistic planning on the 
other hand can be tied to the 
approval on Freight mode 
selection, based on criteria 
such as customer grade, return 
on investment, and more 
importantly the lead time on 
the total Cost to Serve model 
for the targeted segment. 

RPA application and 
its effect on the 
Freight industry 
can be described as 

the current stage whereby 
the logistic players are now 
looking into 3 main core 
areas to automate it processes 
with the focus to improve its 
services and relationship with 
its customers. 

1. Order to Quote for 
Shipment Services 

2. Tracking and updates
3. AR and AP Extended 

Services 

Embarking on the RPA journey 
in the freight industries, a lot 
of processes currently semi-
automated will face an uphill 
journey in the coming months 
to keep up with the robot’s 
learning and capabilities.  

For a start all organization 
will always pick the easiest, 
most time-consuming task that 
is able to free up the human 
capital to allow the employee 
to divert their attention to 
creating value add services 
for their customers. However 
as we progress for example 
in the area of order to quote 
for the services, instead of 
settling into the comfort zone, 
management and leadership 
will want to further automate 
the Bots, discover what they 
don’t know and what they 
already know and the ways to 
optimize it. 

The future of RPA 
in the industry can 
be described as an 
exponential learning 

curve for all the users in 
today’s already adopted 
practices. How the services 
and bots through AI and ML 
can assist the users in creating 
more value to their customers 
is the key, whilst the bots 
would evolve based on the 
criteria of programming and 
machine learning, the human 
capital will also need to evolve 
together with the machine and 
set up more complex, complete 
and cohesive decision making 
hierarchy. 

This is to allow the robots 
to be able to continuously 

THREE MAIN 
CORE AREAS 

TO AUTOMATE:

1. Order to Quote for 
Shipment Services

2. Tracking and Updates

3. AR and AP Extended 
Services
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evolve with the organization 
ever competing landscape 
of business and at the same 
time to develop the human 
capital in its management of 
the robotics partners that they 
have now created within the 
RPA Solution offerings. 

The future state of the Order 
to Quote for shared services 
or even the updates of the 
tracking of the freight will be 
evolved to a state whereby 
its fully automated across 
multiple functions in the same 
industries. 

RPA Intelligence also 
enables all users to 
look into the current 
process, behaviours, 

and patterns about the current 
business to provide an insight 
to what we don’t know or 
what we already know but 
not in depth enough. This is 
a machine learning enabled 
application that will evolve 
with time and coupled with 
the analytics dashboard that’s 
available in all applications, 
it will be served with the 
purpose to identify, correct 
and improve on any potential 
deficiencies and more 
importantly this RPA can be 
used as a tool for Business 
Continuation Planning in 
all the processes that the 
organization has planned out 
for.   ■

This is a 
machine 
learning 
enabled 
application 
that will evolve 
with time and 
coupled with 
the analytics 
dashboard 
that’s 
available in all 
applications, 
it will be 
served with 
the purpose 
to identify, 
correct and 
improve on 
any potential 
deficiencies 
and more 
importantly 
this RPA can be 
used as a tool 
for Business 
Continuation 
Planning in all 
the processes 
that the 
organization 
has planned 
out for. 
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In business, new 
developments, changes 
and evolution are 
constant and the 

airfreight sector, perhaps more 
so than any other transport 
mode has felt the brunt of 
these evolutionary progress 
towards the new normal.

Many pundits are jumping on 
the bandwagon of naysayers 
reporting that it is difficult 
to find anything positive in 
the outlook for 2019. If you 
work solely in the airfreight 
sector this could indeed be the 
case and we certainly expect 
this soft airfreight market to 
continue into 2020. If however 
you are a 3PL, manufacturer 
or consumer of logistics 
services, you have the option 
to leverage the opportunities 
for optimisation or growth 
across the different modes of 
transportation. This is exactly 
what more capable companies 
and Logisticians are doing.

SHAME ON YOU
In the last few months 
especially, we have seen 
’experts’ coming out of the 
woodwork to claim their 15 
minutes of fame talking about 
GVC’s or Global Value Chains 
and saying that due to the US-
China Trade War, companies 
are relooking or redesigning 
their supply chains based on 
these developments.

If you are one of the ‘culprits’ 
who are only just now looking 
at how your supply chain or 
value chain is structured in 
reaction to what is happening, 

then shame on you. Why 
should you be ashamed? As 
a supply chain professional, 
especially one who manages 
across different geographies, 
disruption and contingency 
planning for disruption is 
something we should be 
prepared for. It could be a 
natural disaster,  black swan 
event or simply increase 
or decrease in volume or 
demand but in any supply 
chain, structure, form and 
function changes constantly 
and optimisation and ensuring 
product, information and 
funding flows effectively and 
efficiently is what Logisticians 
should continuously strive to 
achieve. 

FACTORS AFFECTING 
AIRFREIGHT DEMAND
The simple answer is that we 
are seeing a global slowdown. 
Most economies have been 
bullish since 2009. An 

economic cycle is normally 
7 years so starting to see a 
slow down now after almost 
10 years should not come as 
a total surprise to anyone. 
It is however not all doom 
and gloom as opportunities 
are there for those with the 
nimbleness and wherewithal.
Most “talking heads” we see 
in the news or on social media 
claim that the slowdown is 
due to the US-China Trade 
War. Yes, there is some impact 
from the dispute but the 
air time and focus it gets is 
disproportionate to its actual 
impact. There are other factors 
that we should consider. 

MARKET POSITIONED 
INVENTORY
According to Supply Chain 
Dive, Amazon’s inventory 
value has ballooned over 
the last year compared to 
some of its retail competitors, 
increasing 25% up to nearly 
$18.6 billion in its latest 
quarterly report from more 
than $14.8 billion during the 
same period a year ago. 
Other large retailers, including 
Walmart and Home Depot, 
have also seen inventory 
increase in their most recent 
earnings. This is not just 
a trend in the US but also 
something we are seeing 
across Asia. The ballooning of 
e-commerce fulfilment centres 
in the US and here in the Asia 
Pacific located close to or in 
the same country as customers 
lends credence to the trend 
that shoppers today are no 
longer willing to wait days for 
their purchases to reach them 

in any supply 
chain, structure, 
form and 
function changes 
constantly and 
optimisation 
and ensuring 
product, 
information and 
funding flows 
effectively and 
efficiently is what 
Logisticians 
should 
continuously 
strive to achieve
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but rather expect deliveries to 
be made within the same day 
or even within the hour.
For the airfreight industry, this 
increasing trend means that 
product that was previously 
shipped by air is now being 
shipped by sea. This has had 
an impact  on the  growth 
opportunity in airfreight 
volumes that many industry 
professionals were punting on.

 
EXCESS CAPACITY
IATA recently reported that 
available freight capacity on 
aircraft has outpaced demand 
for the last 12 months. This 
was evident during Chinese 
New Year and Easter this year 
and as we approach the year 
end, the trend is now clearly 
dipping.

DIGITAL LOGISTICS 
PROVIDERS DRIVING 
DOWN RATES 
According to Forbes, a new 
digital logistics start-up is 
born every five minutes – 
this translates to 288 digital 
logistics start-ups every single 
day, or just over 100,000 
per year. Often started by 
technopreneurs or individuals 
armed with MBA’s who want 
to disrupt the industry, these 
disrupters are hungry for 
market share and transactions 
and most attract users to their 
platforms by offering cheaper 
rates.

This disruption of the logistics 
industry through new 
technology and new players is 
good and necessary but simply 

pushing rates down just for the 
sake of getting market share 
and transactions is hurting the 
airfreight industry and it is 
now coming back to bite us.

LACK OF 
DIVERSIFICATION
There are arguably 4 other 
modes of transport aside 
from airfreight. Unless you 
are an airline or aircraft 
manufacturer, companies who 
focus solely on airfreight or 
even worse a particular sector 
or trade lane should not be 
surprised to find themselves in 
a spot of bother.

The above are just some of 
the reasons aside from the 
trade war between China 
and the US that are affecting 
airfreight demand and this is 
likely to continue into 2020. 
The industry is too fragmented 
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for a concerted and collective 
effort to restore volumes 
and rates but the more we 
are aware of the levers and 
the impacts that affect us the 
better we will be at managing 
them. The outlook for 2020 
does not look especially rosy 
but to reiterate what I said at 
the start of this piece - there 
are opportunities out there – 
especially if you are nimble 
enough and have a certain risk 
appetite and companies should 
continue to make modest plans 
for growth and development 
into 2020 as opposed to taking 
a retrograde approach. From 
personal experience that 
spans nearly 30 years in this 
industry, the most profit and 
growth opportunities we have 
ever had have come in exactly 
this sort of situation. It’s what 
separates the men from the 
boys.     ■
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