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The article indicates that the Justice Department has offered an opinion that IATA's request for a change the volume conversion factor is construed as an anti-trust issue. The volume issue is an adjustment to a standard conversion factor that already exists, which is outside the rate a carrier charges for the transaction.
 

At the bottom of this e-mail is a sample of an air-waybill. The key air-waybill components in question are as follows:
 

actual weight -chargeable weight - rate/charge - total 
 

The conversion factor impacts the chargeable weight only.
 

Ex: A shipment of one thousand pillows weighs 500 lbs yet takes up the volume equivalent of 4000 lbs of space on an aircraft. The adjustment of the conversion factor proposed by IATA is actually saying that based on the volume of space, these pillows take up  4680 lbs of space on the aircraft.
 

Now this is how the air-waybill would be rated following the air-waybill example below.
 

                 pieces        actual weight    chargeable weight        rate/charge     total
Carrier A   1000            500 lbs            4680lbs                        .50/per lb       $2340
Carrier B   1000            500 lbs            4680lbs                        .40/per lb       $1872
Carrier C   1000            500 lbs            4680lbs                        .30/ per lb      $1404
 

In each of these examples the actual and chargeable weight remain the same yet the per lb rates are the rates the carrier provides the freight forwarder.
 

Things the DOJ must consider:
1) In 90% of the cases it's the freight forwarder that shops around for the rate from the carrier.   
2) More than 85% of all airfreight shipments in the non-integrated cargo environment is done through an industry practice called consolidation.  Basically the forwarder will consolidate a bunch of shipments to the same destination and in doing so will try and mix some volume freight with dense cargo to bring the actual weight closer to the chargeable weight. 
Ex:       Consolidation      
                                                                

                 pieces        actual weight        Volume Equivalent           

Pillows       1000                500 lbs            4680lbs                       

Crane parts     3               5000 lbs             600lbs
The shipment now becomes a consolidation and the air-waybill reads as follows.
               pieces        actual weight    chargeable weight        rate/charge        total        Commodity
                1003            5500 lbs            5500lbs                     .50/per lb       $2750        Consolidation
                
Since 4680 + 600 = 5280 lbs < 5500 lbs therefore the actual weight becomes the chargeable weight.
 

The forwarder will use its house-airwaybill ( which is formatted the same as the air-waybill example below to bill the two shippers found in this consolidation
                          pieces        actual weight    chargeable weight        rate/charge        total        Commodity
Shipper 1              1000            500 lbs            4680lbs                        .40/per lb       $1872       Pillows
 

Shipper 2                   3            5000lbs            5000lbs                        .40/per lb       $2000       crane parts
 

Total forwarder  revenue is $3872 versus the carrier revenue of $2750.
 

Note: The example is designed to show the typical rate scheme of a consolidation and is exaggerated for illustration purposes.  
 

3)  Forwarders habitually deliver freight close to flight cut-off times not leaving the carrier much time to check volume before readying the freight for loading on a booked flight. 
Typically 
The forwarder provides the minimum amount of house-waybill data to the carrier.
The forwarder does not provide the actual shipper with the carrier cost for handling. 
 

 In my opinion this issue is being promoted by the shippers (like the pillow- manufacturer) who is getting charged for the volume by the freight forwarder,  yet because the shipment volume information is not being disclosed by the freight forwarder to the carriers, the carriers find that their space is being used while the chargeable weight is eroding. 
 

The facts are:
a) carriers per pound/kilo rates are extremely competitive- There are now online sites that allow bidding on airfreight shipments
b) carriers have been known to ignore the cargo volume and allow the actual weight to become the chargeable rate in-lieu of discounting per lb/kgs rates
c) the typical carrier-forwarder rate structure since deregulation allows for a wide range of rate schemes. 
   

It's easy how to see how a presentation to the Justice Department by shippers and forwarders prompted an opinion as outlined in the article. However I'd ask the Justice Department to take my opinion under advisement. 
 

I'd also suggest that the Justice Department ask shippers/ forwarders/ carriers to provide samples of through shipment transactions to validate the information I've provided. 
 

In conclusion: 
The volume conversion adjustment request is not an anti-trust issue yet is an adjustment to a standard that already exists. I'm sure that even shippers and forwarders would not like carriers to set their own individual volume conversion factors along with their own individual rate schemes. The standard conversion factor published in the TACT rules are also used by the forwarders when assessing chargeable weight to shippers. 
 

Should you require additional information please feel free to contact me.   
 


