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THE STUDY OF THE IMPACT AND SOLUTIONS OF VERIFIED GROSS MASS (VGM)
MEASURES ON THAI IMPORT-EXPORT BUSINESS
IN FREIGHT FORWARDER’S PERSPECTIVE
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Abstract

Due to the announcement of Verified Gross Mass (VGM) measures on July 1, 2016,
the entrepreneurs in the import-export industry of Thailand have been highly alert, especially
the entrepreneurs providing services in the freight forwarder business who are the mediators between
the exporters and shipping liners. The purpose of this study is to study perception, adjustment
model, benefits and impacts from such measures in the freight forwarder’s perspective. The findings
from the in-depth interviews with five experts who are serving as executive officers in the freight
forwarding business reveal the VGM measures lead to the redundant working process. Most of the
problems are rooted from the communication and the stakeholders’ access of the shared information.
The study recommends the possible solution that the use of information technology system can
be used to promote the effectiveness in the information exchange among the stakeholders in the
maritime transportation supply chain as well as to facilitate the implementation of the VGM

measures.
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Introduction

Import-export business is considered a vital
domain for international business because this
business carries and transports goods and
products from manufacturers at the port of
departure to the buyers at the port of destination
(Ministry of Commerce, 2019). Concerning significant
value of this business, the governments tend
to regulate effective measures to ensure fruitful
benefits arising from this business. Part of the

motives behind the effective measure is directly

1

from the issue of balance of trade. In other
words, the sum of import-export values designates
country’s balance of trade (Wongsawas, 2016).
Thus, the issue of balance of trade becomes in
focus of the country since Thai GDP is often
influenced by the import-export value, which
is the major income of the country (Thanaphonepan,
2007).

The effective transportation of the containers
by the ship involves three stakeholders: exporters,

freight forwarders, and transporters (See Figure 1).

2

Exporter

Shipping

A\ 4

Liner

Figure 1 Relationship among the stakeholders

This framework is obtained based on the
fact that most of exporters do not directly
transport their goods and products from their
bay to the countries of destination. This role is

given to a third party in this paper by a common

title as freight forwarders. They bid booking
lading issues, manage oversea distribution,
perform custom control, and other activities
on behave of exporters (Lertjariyaphone, 2007).

According to the figure, four steps are included
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in the transportation activity. 1) the exporters
send their goods to the freight forwarders for
booking. 2) The freight forwarders send booking to
the liners. 3) The liners confirm booking with
the freight forwarders. 4) The freight forwarders
confirm booking with the exporters.

The duties of the freight forwarders also
involve the transportation of the goods from
the exporter to the port custom, the transfer
of the containers on board, and the tracking of
the containers to the destinations (Lertjariyaphone,
2007). The implementation of the verified gross
mass (VGM) measures on the first of July, 2016
by the Intermational Maritime Organization
(IMO) have required the verification of the
container gross mass before boarding. The
freight forwarders become the centre of the
maritime transportation because they represent
the exporter and be the middle man between the
exporters and the liners. They are also the link
that promotes the congruence between the
exporters and the liners to ensure the right
practice as regulated by the VGM measures. As
the freight forwarders are the ones who are
directly affected by the implementation of the
VGM measures, this study aims to explore the
impact of the implementation of the VGM
measures on the freight forwarders, as perceived
by the practitioners in the freight forwarding

business.

Research Objective

This study aims to explore the impact of
the implementation of the VGM measures on
the freight forwarders, as perceived by the

practitioners in the freight forwarding business.

Literature Review

According to the review of related
literature and previous studies on the VGM, it
was found that the lives of the seamen were
at risk as they encountered the maritime
accidents, partly caused by the inaccuracy of
between the actual gross mass of the
containers and the account in the document.
To solve the problem, the conferences among
the related authorities such as International
Maritime Organization (IMO), the International
Convention for Safe Container (CSC), the
International Maritime Dangerous Goods (IMDG),
and the International Labour Organization (ILO)
had regulated the Verified Gross Mass (VGM)
measures which enforced the freight forwarders
to verify their cargoes before sending them on
board. If the inaccuracy between the actual
VGM and the informed document is found, the
liners can reject the containers on board
(International Maritime Organization: IMO, 2014).

As the measures were enforced on the
first of July, 2016, the comparative study
aiming at the application of the VGM measures
in Hongkong by comparing between the
guideline of practices regulated by the IMO
and the ones by the Hong Kong Department
of Maritime indicated that the guideline of
practice regulated by the Hong Kong Department
of Maritime was not as detailed as the one by
IMO, for example, lead time for VGM submitting,
fee for the VGM measurement, etc. The measures,
thus, increase the redundant working process
for the liners in rechecking the shipping documents
before boarding the containers (Sik, 2016).

A while after the implementation of
the VGM measures, many studies were also

conducted to investicate the effect of the
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measures on the working process of maritime
transportation. One of the studies was conducted
at the Indonesian Port Te. Priok. Both negative
and positive impacts were found. For the
side, the accurate VGM helped

improve the safety at land and sea. However,

positive

the implementation of the measures posted
some negative effect as the freight forwarders
had to pay around 50-75 rupia as a fee for the
VVGM charge before transporting the containers
into the port area. Although the fee was not
much, it became part of the operating costs.
Besides, the redundant working process was
mentioned as the freight forwarders needed to
measure the empty containers and remeasure
the loaded containers (Rahmatika et al., 2017).
Luis, Huyng & Thi My Hanh (2017) compared
the effect of the implementation of the VGM
measures in Spain and Sweden. The result of
this study revealed that there were two ways
to measure the VGM. First, the measurement
of the whole containers or the measurement
of the container together with the truck and
minus the weight of the truck to get the VGM.
Second, the measurement of the goods with
the empty container and lashing equipment.
Both ways were the estimation of the VGM that
was not permitted in the countries of origins.
The only permitted measurement was to use
the standardized scale located at the exporters’
sites, the company, or the port’ services.
Since the implementation of the measures,
it was the facility that became the obstacle to
the success of the measures. Many countries
have implemented the use of the Port Community
System (PCS) in the port management as a mean
of data and information exchange which could

reduce the mistakes and redundant working

process. The previous study also found that
the use of the PCS in Hong Kong port could
improve the working process in the maritime
transportation supply chain (Luis, Huyng & Thi
My Hanh, 2017).

Methodology

Data Collection

In-depth interview was employed to
collect the information from five freight
forwarder companies who were managers, at
the time of data collection and encountered
the situations before and after the implementation
of the VGM measures. They were selected
using purposive samplings. The selection criteria
include the ones who voluntarily cave the
information in the issues addressed in the
research instrument.

Research Instrument

The research instrument employed in
this study was a set of semi-structured interview.
The questions under the semi-structured interview
were formulated from the review of literature
relating to the freight forwarders’ perception
towards VGM. The interview items intended to
investicate the facts, way of practices,
guidelines by the freight forwarders.

Data Analysis

The obtained information was analysed
using analytic induction. The theme emerged
from the obtained information was interpreted
based on the observed phenomenon. Thus,
the findings from this study are considered
working hypotheses that requires further
investigation since it requires the other aspects
from other stakeholder to recheck the accuracy

of the information.
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Results

Five themes have been emerged from
the content analysis. They are as follows:

Perception and preparation for VGM
measures

It was found that freight forwarders had
acknowledged the implementation of VGM
measures before it was officially implemented.
They knew that these measures were for
ensuring safety of seamen who were directly
influenced by the inaccurate verification of
VGM. Once the stowage plan on board was not
well-planned or even off-balanced due to the
VGM inaccuracy, lives and ships could face
serious problem such as ship balance or
capsizing when they encountered winds or storms.
Regarding the preparation for VGM measures,
they, as representatives of the exporters, were
initially informed about the proper guidelines of
practices. They then informed the exports about
the official implementation of VGM measures.
They even informed the exporters to report
the actual weights of the containers for them
to calculate the accurate mass of the containers or
the containers would be rejected by the liners.

Current situations of freight forwarders
after the implementation of VGM measures

Regarding the period of time for the freight
forwarders to prepare for the implementation
of VGM measures, they had spent 6 months to
1 year. Despite being informed about the
expected working protocols between exporters
and freight forwarders, they still confronted
working difficulties when the measures came
into action. They claimed that they experienced
confusion and misunderstanding of the proper
guidelines of practice. For example, there was

no forms for the documents of VGM and they

also had no idea which authority with
authorized signature should be the one who
sign the documents. These problems became
constraints and hot potato between the
exporters and freight forwarders.

Fortunately, the exporters and freight
forwarders could improve their attitudes
toward VGM measures and gained more working
experiences after the official implementation.
They followed the regulation issued by the
Marine Department to specify the ones who
would take responsibility on the documents.
The regulation endorsed the ones who are
responsible for documenting packing lists for
documenting VGM. Thus, the areument between
these two parties reached its end.

After the official implementation of the
VGM measures had been enforced for 3-4 years,
the freight forwarders were still in search for
the effective working protocols between exporters
and liners, in which freight forwarders acted as
middlemen. It was found that there was still
some incongruence. According to one of the
informants, he claimed that “...for the booking,
especially for full-loading container, the freight
forwarders received information from the exporters
to calculate the number of containers on each
shipment. The booking kicked off when the
goods might still be at the factory or even on
the production line. So, the estimation of VGM
was very challenged as they could in the way
to estimate the VGM. They calculated the total
weight of containers from the weight of goods,
as printed on the package. However, the liners
also needed booking confirmed so the inaccuracy
of the actual weights often occurred. To ease
this difficulty, the liners’ regulations were so
flexible that the difference between the booking
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and confirmed booking should not exceed 100 kg.
for a container”.

Impacts of the implementation of VGM
measures on the effectiveness of freight
forwarders

Most of the freight forwarders agreed
that the freight forwarding companies became
the first responders of these measures. Cost
was affected as mistakes likely occurred. Thought
some liner allowed the freight forwarders to
revise the confirmed booking after they
submitted VGM, the extra cost due to the
revision failed on their shoulders nonetheless.
In addition, the implicit cost could influence
the effectiveness of freight forwarder business.
One of the informants reported that “..the
working protocols right now is a kind of over-
processing. For example, the containers that
the VGM are not consistent with the booking
documents are likely to be the full-loaded
containers. Also, each empty container already
accounted for its weight. You may check from
the documents. So, we knew the weight of the
containers from the liners and the goods
weight from the packing list. We could estimate
the VGM. It was actually our old-fashioned
protocol. | myself suspected the effectiveness
that they claimed we could have as a result of
the implementation of VGM measures”.

As the current working protocol that
freight forwarders are required to complete
the VGM measures before they confirmed
booking, the freight forwarders thought it was
over processing and deficient. Now, they are
looking for the way to save time and decrease
extra cost caused by the additional working
protocols. Furthermore, the liners helped

improve the effectiveness of the of freight

forwarders as one of the informants claimed
that “...After the official implementation of the
VGM measures, we needed to add one more
working protocol. We needed to contact the
truck services that carried the empty
containers from the container yards to the
exporters’ factories for the weight of the
empty containers. The reason why we needed
to do it was because the containers of different
liners contained different weight, but they
were mostly not significantly different. One of
the liners even provided us the weight of the
empty containers in their booking system to
facilitate freight forwarders. We just only keyed
the total weights of goods from packing list
into the system and we could automatically
calculate the VGM and verify the VGM at once”.
Thus, it can be observed that the use of online
system can ease the difficulties and improve
working process.

Guidelines issued for measuring VGM
before and after the implementation of
VGM measures

Be known among the freight forwarders,
the VGM measures do influence their business.
So, they tried their

implement these measures onto their working

best to effectively

process. They claimed that “Deep down, no
one wants our colleagues to get into any fatal
incident”. When asked about the measuring
methods, it was found that the freight forwarders
employed the old practice that measured the
empty container, goods, and lashes altogether.
One of the informants said “Lash potentially
affects the VGM since there is no actual and
accurate weight of lashing equipment. However,
we normally estimated the weight of lashing

equipment to reduce working protocol because
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it did not affect the VGM that much”. They
also suggested the effective implementation
of VGM measures that “we should have some
sector or authority to measure the VGM or
weight toll at the entrance of the port”. This
idea is no new, but it is hard to become true.

In addition, the observed change is not
a method used to calculate VGM, but the
documenting process. Mainly, the documenting
process was important since it endorsed
warrant of damages caused by the incongruence
VGM  and

Considering the penalty measures, the freight

between confirmed  booking.
forwarders perceived the small impact of the
legal penalty. One of them added that the
strict implementation of the VGM measures by
the liners will be more influential than the legal
penalty. For example, if the liners rejected the
containers due to the incongruence between
VGM and confirmed booking, the freight
forwarders and exporters would be highly and
seriously impacted because the exporters
would be fined or even pay for damages and
the freight forwarders would be required to
redo every process such as booking, custom
control, and documentation. It is not only
about the increasing cost, but it is also about

the organizational images.

Benefits and impact of VGM measures
as perceived by freight forwarders

For the working process, some freight
forwarders perceived VGM as a burden while
many freight forwarders considered these
measures as a boon. One of the informants
reflected “I can observe more systematic
working protocol in our import-export industry
after the official implementation of the VGM
measures. We also acknowledge that our job
could affect others’”. Another added “Actually,
these are good measures. If we successfully
implement them, our business capacity will be
elevated because we develop our working
protocol to meet the international standard
just like the other country members that
implement these measure it is possible that
they now go far beyond the standard practice
already”. Hence, it can be observed that the
freight forwarders perceived the VGM measures
as a challenge for Thai import-export industry.
Still, they have positive attitudes toward the
measures and they are ready to develop,
change, and improve their working protocol to
meet the standard for they believe it will raise

the standard working procedure of the nation.

Table 1 Problems and recommendations for the implementation of the VGM measures, as

accounted by the freight forwarders

No. Problem

Recommendations

1. | Perception and preparation before the enforcement of the measures

verifying and certifying the VGM.

1.1 There was an argument between the
freight forwarders and the exporter about

the holder who would be responsible for

1.1 The freight forwarders should study

and understand the measures carefully.
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Table 1 Problems and recommendations for the implementation of the VGM measures, as

accounted by the freight forwarders (Cont.)

No. Problem Recommendations

1.2 The confusion on the VGM procedure | 1.2 Before or during the time that the
caused them to question the process and | freight forwarders informed and/or reserved

procedure of VGM, and the documentation. | the liners, they needed to verify the VGM.

2 | The adaption of the freight forwarders after the implementation of the measures

2.1 At the first phase of the implementation, | 2.1 The freight forwarders inquired the
the freight forwarders and the exporters | liners about the practical procedures and
who took responsibility for verifying VGM | found that each liner had different protocols.
had been worried about the penalty for | Therefore, they needed to inform their
the case of misconduct or the inaccurate | own staffs and the stake-holders about

VGM. the different protocols of each liner.

2.2 After the implementation of the measures | 2.2 The liners became the key players in
(1 year-present), the incongruence among | regulating the protocols for VGM. They
the protocols employed by the liners and | designed the website that the freight
freight forwarders could be found, even | forwarders could verify the VGM when
though the measures were regulated for a | they reserved the capacity on board. The
period of time. freight forwarders could also use their
electronic signatures to verify the VGM.
In addition, some liner allowed the
website users to know the weight of the
empty container by putting the containers’
serial numbers. Then, the website would
calculate the VGM of that shipment for

the website users.

3 | Guidelines for VGM and penalty

3.1 According to the freight forwarders, the | 3.1 The liners and the freight forwarders
protocols for measuring the VGM before | could collaborate their VGM protocol
and after the implementation of the measures | being using the information technology
were not different. However, the working | system that allowed them to update the
process became more complicated. VGM and track the containers. The access
of the information would facilitate both

parties as well as prepare them for the

upcoming measures.
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Table 1 Problems and recommendations for the implementation of the VGM measures, as

accounted by the freight forwarders (Cont.)

No. Problem Recommendations

3.2 The legal penalty was perceived by the | 3.2 Since the VGM measures allowed the

freight forwarders that it was not serious. | liners to reject the shipment that failed

However, they perceived that the commercial | to inform the accurate VGM, the freight

penalty was more worrying penalty. forwarders who encountered the rejection
of the containers must reprocess the
entire documentation and VGM process,
which meant their time and resources
would be affected. Therefore, the enforcement
of the measures would be the key factor
to the successful implementation of
VGM measures.

4 | Impact of the VGM measures

4.1 The working process of the freight forwarders | 4.1 The improvement of this issue must

was redundant and ineffective. be done based on the cooperation between
the liners and the freight forwarders. The
same working process employed by the
liners and the freight forwarders must be
regulated. They should work on the same
platform to avoid the redundancy and
ineffectiveness.

4.2 The ineffective working process affected | 4.2 This was caused by the problem

the operating costs. mentioned in 4.1. The missing collaboration
between the liners and freight forwarders
could affect the operating costs. If they
could create the same platform or work
on the same working process, the reduced
operating costs could be obtained.

5 | The benefits of the measures on the freight forwarding business

The working processes employed by those | As mentionedin 4.1 and 4.2, the effectiveness

in the freight forwarding business were similar, | working platform could be used to elevate

but they were not on the same standard. | the working standards. In addition, the

Therefore, the implementation of VGM | strong business alliance could be established

measures could be the starting point of among the freight forwarding business.
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Table 1: Problems and recommendations for the implementation of the VGM measures, as

accounted by the freight forwarders (Cont.)

No. Problem

Recommendations

working process.

the better working process or the international

and the liners in order to create the balance

of the marine transportation supply chain.

Discussions

According to the findings, the freight
forwarders mentioned both the impact and
recommendations on the implementation of
the VGM. Thus, it could be discussed in two
folds: the impact and recommendations on
the operational process, and the impact and
recommendations on the policy.

The impact and recommendations on
the operational process.

For the impact and recommendations on
the operational process, it was found that the
VGM measures regarded the operational process
performed by the freight forwarders as follows:
1) the effectiveness of the working process of the
freight forwarders was decreased after the
implementation of VGM measures; and 2) the
lack of the congruence between the working
processes performed by the freight forwarders
and the liners could result in the lack of the
sustainable operations.

The effectiveness of the working process
of the freight forwarders was decreased
after the implementation of VGM measures.

After the implementation of the VGM
measures in Thailand, it was found that the
freight forwarding business was influenced the
implementation. They perceived that the former
working process was complicated because
they needed to recheck and verify the information

of the goods they transferred from the exporters

to the liners. As the representatives of the exporters,
the freight forwarders needed to add more
working process in verifying the VGM. However,
the working process and database for the
information exchange between the freight
forwarders and the liners had not yet been
developed to catch up with the update. The
freight forwarders then became the one who
took responsibility for verifying the data
accuracy in every step. Since the implementation
of VGM measures came with the penalty, it
raised a question “Did the VGM process really
improve the safety of life at sea as it claimed?”
or it became the burden for the freight forwarders
for the redundant working process and waste of
the operating cost and time.

The freight forwarders were well aware
of that the VGM measures were for the safety
of the human and marine lives. They mentioned
about the possibility of the decreasing working
process and the complication caused by
the measures. Also, the coming ages of the
information technology and innovation could
improve the working process by using the data
or information management. For example, the
use of PCS (Port Community System) could be
implemented for the freight forwarders to access
the information on the marine transportation
supply chain as well as promote the effectiveness

of the small freight forwarding business.
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The lack of the congruence between
the working processes performed by the freight
forwarders.

For the international freight forwarding
business and the liners, they improved their
working process using the Internet such as making
the reservation through the online system, tracking
the container using the liners” websites, or
verifying the VGM using the liners’ online systems.
However, several freight forwarders could not
catch up with this technology since they could
not connect their intra-system to the inter-system.

The information sharing or the information
exchanges could be used to create the business
alliance to proceed the effectiveness in this
industry. If the freight forwarders could connect
their database to the liners’ database, that
freight forwarders could enjoy the benefits for
the effective working process and the VGM
measures in the same time because their
business could earn credit and became the
business alliance with the liners. Consequently,
they could transport their shipments worldwide
regardless of the routes and quantity.

This recommendation could be confirmed
by the result of the study “The Facility role of
IT systems for legal compliance: the case of
port community system and container Verified
Gross Mass (VGM)” conducted by Fedi et al.
(2019) that interviewed the experts in the port
management about the application of the
information technology system on the port
infrastructure in order to response to the law.
The study could be concluded into three main
points as follows: 1) The implementation of
VGM affected the supply chain of the maritime
industry because the practitioners needed to

overcome the complicated working process of

the port itself. 2) The application of the digital
system in the port infrastructure could enhance
the enormous information exchange. For example,
the use of Port Community System or PCS
could ease the complication of the data
transferring process. Finally, 3) the study confired
the practicality of the use of PCS that the
implementation of the measures could harmonize
the cooperation, the communication, and the
infrastructure which would be the key factors
the success of the effective implementation of
the VGM measures.

Impact and recommendations on
the policy

Three issues had been addressed as the
factors affecting the deviation of the VGM.
They are as follows:

The factors on the additional weight

Since most of the VGM measurement in
Thailand relied on the second method prescribed
by the Marine Department that they measured
the packages and other equipment and the
empty containers, the policy should be as
follows:

Different weight of empty containers
(same size and dimension) of each liner: Freight
forwarders, when confirm booking, should
estimate the weight of empty containers despite
their perception that the weight of empty
containers is different and will not directly
affect the VGM.

Weight of lashing equipment: It is the
weight of the lasing equipment used to fix the
position of the goods within the containers for
safety purposes during relocation or transportation.
There is no estimation of the weight of lasing
equipment. The freight forwarders should estimate

the weight of the lashing equipment, which
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might be deviated according to types and
materials. Similar to the weight of empty
containers, lashing equipment play almost
non-significant roles in VGM.

Flexibility of estimated mass: The difference
between estimated weight described in the
booking and the VGM cannot exceed 100 kg.
The freight forwarders claimed that the liners
initially allow deviation of the weight from the
booking documents no more than 10% of
total weight. Some liner allowed the difference
between the actual VGM and the documentation
no less than 100 kilograms.

As aforementioned, the researcher argued
that the calculation process of the VGM could
deviate the congruence between the actual
VGM and the documentation. Although the
weight of empty containers combining with
lashing equipment earns little effect on the
VGM, the negligence of the VGM policy may
significantly affect the VGM. Considering the
fact that each container could add 100 kg. or
10% of its total mass, this inaccurate deviation
could be multiplied by the number of the
containers on board, which might be thousand (s).
It might affect the balance of the ships.

The recommendations for the measurement
of the weight or the VGM calculation, as
specified by the Marine Department or the
International Convention for Safety of Life at
Sea (SOLAS), might be only the written form if
those recommendations have been not
of the

recommendations is the regulation that requires

implemented. The key success
the use of standardized scale for indicating the
VGM of every container before the container is
transferred on board. Even though none of the

standardized scale could be found in Thailand

at this moment, the freight forwarder could
have sought the measuring service offered by
the government sectors such as the department
of Highways’ static scale truck weight system.

The establishment of the standardized
scale to measure the VGM

It was mentioned in 1) that the freight
forwarders estimated the VGM by calculating
the weight of goods, empty container, and
lashing altogether. However, this method was
inaccurate since the freight forwarders might
not be able to avoid the deviation or
miscalculation of the VGM. According to the
study “The Impact of VGM (Verified Gross Mass)
Implementation as SOLAS New Regulation -
Case Study at port of TG” by Rahmatika et al.
(2017), it was found that they suggested the
establishment of the VGM measurement area
in front of the Port TG.PRIOK so the freight
forwarders could measure their containers
using the standardized scale. They also
recommended the free service to convince
the freight forwarders to use this service. It was
clear that the measurement of the whole
container could be done. However, the Thai
exporters or freight forwarders had no
standardized scale that was capable of
measuring the whole containers. If they could
measure the whole containers before
transferring them to the liners, they could
obtain the 100% accurate VGM and verify the
VGM at ease.

The awareness towards the operating
costs and the image of the organization

Even though the freight forwarders
though that they were not legally influenced
by the measures, they needed to be aware of

the operating costs and the image of the
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organization. The implementation of the VGM
became their burden for they needed to add
more working process which could decrease
their working effectiveness as well as increased
their operating costs. The inaccurate VGM
could be resulted in the penalty since the
measures allowed the liners to reject the
containers that had inaccurate information on
their VGM. If so, the freight forwarders must
reprocess the measurement and the
documentation. So, their operating costs would
be increased and their image of organization
would be tainted.

It was concluded that the VGM measures
could the double-edged sword for the freight
forwarders. On one side of the coin, the freight
forwarders encountered the working process
problems. Without the adaptation, they would
definitely be affected. On another side, they
could use this challenge to elevate their
working standards and competency to meet
the international standards, which meant that
their business could be sustainable in the long

run.

Conclusions

The implementation of the VGM measures
had negatively and positively influenced the
freight forwarding business because they were

the group of business that represented the
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