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Freight Forwarders? Plenty of people have heard of them, a
good number of people like them, but not many people know
exactly what value they add to trade. And, dear DCW reader, you
could even ask yourself what an article like this is doing in this
journal!

What is a Freight Forwarder?

Let’s start with the basics: What forwarders do and what’s
their role in the whole chain of transport activities. The word
‘forwarder’ says it all. They take care of transporting goods such
that they move forward instead of backward. Very simple! Or
not?

BusinessDictionary defines freight forwarder as a “Firm
specializing in arranging storage and shipping of merchandise on
behalf of its shippers. It usually provides a full range of services
including: tracking inland transportation, preparation of shipping
and export documents, warehousing, booking cargo space,
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negotiating freight charges, freight consolidation, cargo insurance, and filing of insurance claims.
Freight forwarders usually ship under their own bills of lading or air waybills (called house bill of
lading or house air waybill) and their agents or associates at the destination (overseas freight
forwarders) provide document delivery, deconsolidation, and freight collection services.”

Wikipedia opens with synonyms, one of which is an overgeneralization. The entry begins: “A
freight forwarder, forwarder, or forwarding agent, also known as a non-vessel operating common
carrier (NVOCC) …”

Not so. An NVOCC is usually a freight forwarder, but not all freight forwarders are NVOCCs.
The purpose of this article is not to explain NVOCCs, however. That could be the subject of another
article. Our focus remains on freight forwarders.

A buyer or seller will appoint a forwarder to organise the transport of goods either by sea, inland
waterway, air, or land transport. The freight forwarder will book space on a means of transport,
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arrange for collection of merchandise from the seller’s warehouse, deliver it to the carrier, and may
also coordinate delivery of goods to the buyer’s warehouse at the other end.

Apart from arranging for transport, freight forwarders also offer many additional services such as
groupage, warehousing, packing & conditioning of goods, fulfilling customs requirements in the
outgoing as well as the incoming country, contact surveyors, and so forth. Many forwarders also
offer documentation services for letters of credit and documentary collections. They will draw up
the documents needed and can guide the seller through the whole process, and will even be in
contact with banks if needed.

At ports in many countries there are bodies or associations of freight forwarders that will guide
good practices, develop standard contracts (such as local texts of guarantees for missing transport
documents), and insurance terms. A well-known international organisation of freight forwarders is
FIATA (Fédération Internationale des Associations de Transitaires et Assimilés),1 founded in 1926 (yes, prior
to the initial set of UCP rules), and currently representing some 40,000 forwarding and logistics
companies, employing 8 to 10 million people in about 150 countries.

Two types of freight forwarders can be identified:

• The large multinational and multimodal forwarders, active in all regions worldwide and
involved in all means of transport. Kühne & Nagel, DHL, DB Schenker, Panalpina to name a
few of them.

• Small forwarders, found in every port and specialising in niche activities such as conditioning
& forwarding special goods (steel, chemicals, machinery, etc) and breakbulk. Small entities,
often only employing 10 people or less, but very specialised and proficient in the finer points of
particular industries to an extent that does not immediately interest the larger market players.
Hence, these smaller forwarders create lots of added value.

The role of freight forwarders in the activities of a port, airport, or in land transport can hardly
be overestimated. Therefore, one might say that freight forwarders are the blood in the veins of a
port.

Freight Forwarders and Letters of Credit

UCP

Until 1974 when UCP290 entered into force, presentation of bills of lading issued by forwarders
was simply not permitted.

With the introduction of UCP400 in 1983, UCP400 Article 25(d) allowed for the issuance of a bill of
lading by a forwarder provided that it was a ‘FIATA Combined Transport Bill of Lading’. The idea
was that FIATA offered enough certainty about the responsibilities of forwarders adhering to the
FIATA rules.

1. In English, known as the International Federation of Freight Forwarders Associations.
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UCP500 (1993) then deleted reference to FIATA. UCP500 Article 30 (Transport Documents issued
by Freight Forwarders) states:

“Unless otherwise authorised in the Credit, banks will only accept a transport document issued
by a freight forwarder if it appears on its face to indicate:

i) the name of the freight forwarder as a carrier or multimodal transport operator and to have
been signed or otherwise authenticated by the freight forwarder as carrier or multimodal
transport operator, or

ii) the name of the carrier or multimodal transport operator and to have been signed or otherwise
authenticated by the freight forwarder as a named agent for or on behalf of the carrier or
multimodal transport operator.”

Since the NVOCC’s role had become common practice, and despite FIATA objections, the rule
became organisation-independent and such a document became acceptable if signed by a forwarder
acting as carrier or multimodal transport operator.

UCP600 (2007) took matters one step further by deleting completely the reference to forwarders.
Again, there were objections from the forwarders community, but the explanation of the rules made
it clear. UCP600 Articles addressing transport documents now state by whom such documents have
to be issued and signed. If a forwarder acts with the capacity of a carrier or signs as an agent of a
named carrier, the document is compliant. This also resolves the problem of companies of which the
name historically points to their initial activity (such as XYC Freight Forwarders Inc.) but whose
activities have been expanded over the years. The name of a company does not necessarily identify
their role or scope of business.

Documents

I was in contact with many forwarders and I was surprised to see to what extent their activities
can be connected to letters of credit. As we know, the presentation of documents under LCs can be
burdensome to exporters and therefore many of them have outsourced this task to freight
forwarders. The simplest service a forwarder could perform is drawing up the transport document
and acting on instructions of the beneficiary. However, there are forwarders who do a great deal
more.

Forwarders will read the text of the LC as received by the beneficiary, draw attention to potential
problems and contradictions in the conditions, and facilitate discussion with the applicant to have
the LC amended. Afterwards, forwarders will prepare all documents, including drafts (do we really
need them under LCs?), invoices, packing lists (do we really need them under LCs?), certificates of origin,
insurance documents, and any other documents required by the LC.

They also arrange for surveyance of goods and legalisation of documents, if needed. Thereafter,
they will present documents to the nominated bank and discuss or argue (alleged) discrepancies, as
necessary.
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Bankers trying to educate beneficiaries should be aware of the fact that on many occasions it is
not the beneficiary that prepared the documents, but rather the forwarder. In many instances,
forwarders lack understanding about LCs. Some do not have the slightest idea what LCs are
intended for since nobody ever told them. And since LCs are a significant administrative burden,
they will charge an extra fee per document with little regard to the quality of the result.

It follows that there is considerable room for improvement such that educating freight forwarders
about letters of credit, UCP600, and how to prepare documents properly could be a meaningful
activity. However, this is not so easy.

Many employees of freight forwarders have strict instructions not to discuss too much about the
way documents are to be issued. A few examples:

• Employees are told to ‘parrot’ all details on each document, giving no thought whether
something makes sense or not. This leads to, for example, Bills of Lading mentioning: ‘Bill of
Lading to state the following shipping marks …’

• The LC number has to be mentioned on all documents

• The word ‘clean’ always has to be mentioned with the ‘on board’ notation.

• The complete goods description as mentioned in the LC has to be mentioned on all documents.

So even if you explain to forwarders what UCP and ISBP say about goods descriptions, “clean” on
board, etc, forwarders will tell you that on the other side of the deal there is a customer waiting,
pretending that banks want documents prepared that way and always requiring, for example, the
word “clean” to be mentioned on the Bill of Lading, regardless of what UCP600 Article 27 says.

Efforts to educate and inform can create very awkward situations, despite your good intentions.
So again, you will have to talk to the customer of the freight forwarder, namely the beneficiary.
Hopefully, the beneficiary is a customer of your bank and might therefore heed some of your advice.

In my experience, explaining to forwarders the mechanics of a letter of credit and what it is used
for provides them a better understanding of the position of the beneficiary, their customer. Freight
forwarders, as the blood in the veins of a port, perform such varied and vital roles in advancing
trade that the LC community stands to gain considerably by reaching out to them.

Easier access to industry rules, standards, and resources (UCP, ISBP, ICC Opinions, and DocDex
decisions) would help as well not only for named LC parties (beneficiaries, applicants, and, not to
forget, banks) but also the ‘forgotten’ parties like freight forwarders.

We might also envisage a simplification of the text of Letters of Credit and, perhaps, also of the
rules and practices themselves. But that, dear reader, is another topic and I do not want to ignite
that discussion here (perhaps another day)! n
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