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ACL hSs transported m;  
unusual shipments throughout  
years. WeÕve practically written  

book on how to handle oversiz  

overweight and special project car  

All types of cargo have moved acri  
\  our Ro Ro decks but our most rec  

N success story really took off!

The experimental Sea Harr  

RRS2 jeT^a^sh ipped  across 1  
Allantic via ACLÕs Atlantic Compa  

because of our unique Ro  

capabilities, the jet ^as  simply  

onto the terminal in Europe, to  
directly inside the vessel and car  

secured for the voyage. Upon arriv  

the Sea Harrier was towed off t  

vessel.* The pilot jumped into t  

cockpit and within minutes had f  
the ground, heading for the near  
Naval Air Station.

We have been offering creati  
transportation solutions for spec  

shipments for over 25 years. So gi  
us a call at (800) ACL-1235. Even  

you donÕt have a jet, weÕll get yo 

r shipment off the ground and deliver  
safely to its destination. m 4i

QUALITY INNOVATION SERVICE

Ñ J?.
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Notes and Comments

By Joseph Bonney
and Tony Beargie

!  E dw ard E m m ett, the deregulation-m inded president o f  the N ationa l Industria 
Transportation League, has been labeled Òthe new  R ob Q uartetÓ in  W ashington 
A n d  no wonder Ñ  the two have been good fr ien d s since college.

Emm ett and Quartel, the form er Federal M aritime Com mission member, got tc 
know each other while attending R ice University in Houston. Em mett entered Rice ir 
1967, a year before Quartel.

ÒW e were both active in school government, school politics and Republicar 
politics,Ó Quartel told American Shipper.

Quartel said they shared the same political and philosophical bent. ÒI donÕt thin! 
thereÕs any question about that,Ó he said. ÒEd and I were Bush Republicans.Ó

Uner the Bush adm inistration, when Quartel served on the Federal Maritime 

Com mission and Em m ett chaired the Interstate Com merce Commission, Òwe fre-
quently talked,Ó Quartel said.

They stayed in close touch after Quartel left the FM C to go into private business and 
Em m ett left the ICC for the N IT League.

W hen the Trans-A tlantic Agreem ent came into being, Quartel advised Em m ett thal 
he would have no chance to get action by the FM C, and that the N IT League should 
file a protest in Europe.

ÒI put the bug in his ear,Ó Quartel said. ÒAnd to his credit, (the protest to the European 

Union) got the whole thing kicked off here. The FM C has been scurrying to catch up
ever since.

!  T he R epublican P artyÕs congressional election sweep m ay spell b ig trouble fo r 
the U .S.-flag m aritim e industry and  a ll tha t goes with it in W ashington.

A House Republican task force is eyeing the elimination of the Merchant Marine & 
Fisheries Committee. The com mitteeÕs fate will be known by the first week of December, 

but some Washington insiders say they have little doubt the panel will be eliminated.
The feeling on Capitol H ill is that the House m erchant marine and Coast Guard 

subcommittees will find a new hom e in the House Public W orks and Transportation 
Committee, thereby placing all transportation modes under one roof.

E lim inating the M erchant M arine and Fisheries Committee is hardly a new idea. 
There was a big fuss over the issue 20 years ago when the Bolling Committee 

recom mended that the com mittee be elim inated. But at the time, the U .S.-flag maritime 
industry was strong enough to beat back the recommendation.

Today, however, the U .S.-flag interests are not nearly as strong as they were in the 
1970s. T heyÕll have a tough tim e prevailing this time around.

E rnest J . Corrado, presiden t o f  the A m erican Institu te o f  M erchant Shipp ing 
says he doesnÕt th in k  Òthere is any chanceÓ to save the committee.

ÒIt looks like the com m ittee is a thing o f the past,Ó Corrado said.

As chief counsel to the com m ittee in the 1970s, when it was chaired by the late Rep 
Leonore Sullivan, D -M o., Corrado was instrumental in saving the merchant marine 
committee.

Corrado said the power shift in W ashington also means trouble for the maritime 

subsidy program that the Clinton adm inistration has vowed to fight for again this year, 
O ther longstanding programs, such as cargo preference, the 1984 Shipping Act, and

even the Jones Act, also will face scrutiny.

T hey  will all come under fire. W hether or not they will be elim inated is anothe
question,Ó Corrado said.

The big battles will be fought over cargo preference laws and the 1984 Shipping Act 
Corrado predicted. The Jones Act, which reserves the domestic trade for U.S.-fkq
vessels, should be Òsafe for a few years,Ó he said.
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CHO YANG LINE
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The Round the World Service 

of Cho Yang Lines has been a huge success. 

Our statement of sincerity equals success is proven by our 
base of satisfied world wide customers.

Now is the time to confirm Cho Yang Lines service commitment.



Dismantling the House M erchant M arine and Fisheries Com -

mittee could weaken support for the Federal M aritime Com mis-
sion and the M aritime Administration, Corrado said.

But Corrado does not feel that it is curtains for the U .S.-flag 

sector. He predicts this will be a time of adjustment. ÒThis is not 
the end,Ó he said. ÒThe industry will survive. It always has.Ó

!  On the Senate side, the m erchant m arine subcom m ittee 
will rem ain under the Senate Com m erce, Science & Trans-
portation Committee.

But donÕt expect that committee to be an advocate o f new 
subsidy programs. The committeeÕs new chairman is expected to 
be Sen. Larry Pressler, R-S.D., who killed the maritime subsidy 
program during the waning days of the last congressional session.

If  tradition holds, the m erchant m arine subcommittee chair-

manship will pass to the subcom m itteeÕs ranking Republican, 
Sen. Trent Lott, R-M iss., whose hometown o f Pascagoula 
includes Ingalls Shipbuilding.

N IT League president Ed Em mett would be even happier tc 

see elim ination of the liner conference system and filing ol 
tariffs and service contracts.

The day afterthe election, FMC chairman William D. Hathaway 
jokingly called the Democrats an Òendangered species.Ó

M ing Hsu, the lone Republican m em ber o f the commission, 
voiced concern over the FM C Õs future. ÒI think w eÕre going tc 
be looked into. I am concerned,Ó she told American Shipper. Ò1 
donÕt think we will be elim inated, but I donÕt know .Ó

!  The GOP takeover o f  Congress cou ld  also g ive shippers 
the am m unition  they need to elim inate the Federa l M aritim e 
Com m ission and  m ajor provisions o f  the 1984 Sh ipp ing  Act.

FM C officials are clearly nervous. The National Industrial 
Transportation League w ouldnÕt m ind seeing the FM C merged 
with the Interstate Commerce Commission.

!  Privately, o fficia ls in W ashington fe e l  tha t fo rm e r  FM C 

com m issioner F ra n k  Ivancie m ay have com e on too strong in 
h is speeches over the years to the Europeans.

ÒFrank is well liked, but he would go over there and tell the 

Europeans Ôto do things our wayÕ or to Ôfollow the example o f the 
FM C,Õ Ó one official said. Others privately confirmed this feeling.

Recently, FM C chairman Hathaway flew to Europe to mend 

some fences by calling for more cooperation between the 
Europeans and the FMC.

LETTERS

!  W hich third-party logistics com panies are likely to come 
ou t on top in the nex t fe w  years? R yder D edicated Logistics 

f in ish e d  atop the list in a recent survey o f  top th ird  parties.
Hugh Randall o f M ercer M anagem ent Consulting and Rob-

ert C. L ieb o f Northeastern University polled the CEOs o f the

Ever hard Ôoff the markÕ

In your November 1994 edition, the 
Notes and Comments column by Messrs. 
Bonney and Beargie recites Conrad 
EverhardÕs belief that the FMC is not flag- 
blind and cites as evidence the unequal 
amounts paid by various carriers in settle-
ment of the FM CÕs Fact Finding No. 18. 
Mr. Everhard is off the mark.

It is true that the FMC is not flag-blind 
when it acts in its promotional capacity 
under, for example, the Foreign Shipping 
Practices Act. When so acting, it seeks 
merely to remove unfair, adverse trading 
restrictions imposed on U.S.-flag carriers 
in foreign countries. But seeking a fair and 
equal competitive environment for U.S. 
carriers within the confines of our trading 
partnerÕs jurisdiction is hardly something 
a foreign carrier should complain about 
when it has unrestricted access to the huge 
U.S. market.

The FM CÕs promotional role does not, 
however, extend to the enforcement area, 
as Everhard should know. The settlements 
in Fact Finding No. 18 were worked out 
with the commissionÕs bureau of hearing 
counsel, a staff o f independent-minded 
professionals. What Mr. Everhard over-
looks is the obvious explanation for dis-
parate settlements, viz., differing degrees 
of culpability based upon different courses 
of conduct. It is a source of pride to APL 
as a U.S.-flag carrier that legal compli-

ance in its operations is purposefully 
maintained.

David V. Ainsworth
VP & general counsel 
American President Lines

and constantly have the shipperÕs best inter 
ests in mind. ÒSmooth operatorsÓ are not 
exclusively domiciled in the offices of con-
solidators. I advise Mr. Bergvall to broaden 
his horizons and give some reputable NVOs 
the opportunity to demonstrate how invalu-
able their services really can be.

Most NVOs are honest

I was left with a feeling of intense 
umbrage after reading the letter from one 
Ollie Bergvall of V&S Vin & Spirit pub-
lished in your November issue. His in-
sinuation that all NVOCCs and freight 
forwarders are incompetent and untrust-
worthy cannot be allowed to go unchal-
lenged by your publication. I havenÕt the 
slightest idea with whom Mr. Bergvall 
may have done business with in the past, 
but regardless of his own personal experi-
ence, making such a broad assumption is 
pure hyperbole.

I happen to work for one of those alleg-
edly unscrupulous NVOCCs, and can un-
equivocally state that our company, I.C.E. 
Transport, prides itself on its honesty and 
integrity. My fellow employees and I spend 
an inordinate amount of time making sure 
our shipping customers are well-informed 
and allowed to decide for themselves 
which routing scheme is most beneficial 
to their interests.

While it is true that there are some dis-
honest practitioners in our line of business, 
the vast majority are diligent and ingenious

Daniel Zupko
I.C.E. Transport Co. 
Hoboken, N J .

Joint service agreement

A minor but important note in regards to 
an article in your November issue.

In y our item on the Cro wley/Ivaran space 
charter arrangement on the East Coast 
South America trade (November Ameri-
can Shipper, page 97), you correctly iden-
tified Columbus Line and Alianca among 
other lines which have entered into sharing 
agreements on this trade, but incorrectly 
characterized it as a space charter agree-
ment.

In fact, the two lines operate under a 
joint service agreement. As a point o f fur-
ther clarification, Columbus Line and Blue 
Star operate under a slot charter agreement 
on their service between North America 
and Australia/New Zealand.

Douglas Webster
Managing director 
Keiler & Co. West Coast
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T H E  Sy m b o l  
Fo r  Q u a l i t y  In  

Sh i p p i n g

"K" Line is a fully-integrated intermodal transportation 
company linking the Pacific Rim and North America with an 

unparalleled quality of service.

Five weekly fixed-day sailings to the Pacific Northwest and Pacific 
Southwest offer direct transfer to "K" Line's own double-stack train service 

covering the United States, Canada and Mexico.

Touchdown Service, our innovative door pickup and delivery system, 
is a totally-integrated LCL operation using company-owned 

containers, terminals, containerships, reconsolidation facilities, 
double-stack trains and dedicated motor carrier.

Dedication, Innovation and Service have made "K" Line the 
Symbol for Quality in Shipping.

'K "  L i n e  A m e r i c a , I n c .

K Ó  L ine  Am erica , Inc. / Ò K Ó  L ine  C anada Ltd. O ffices  and  A gen ts

Cincinnati............................513-792-2298 Minneapolis........................
Cleveland .................216-333-3805 Mobile'................................205-433-1200
Dallas..................................214-402-3600
Detroit..................................313-336-2320
Houston..............................713-878-2100
Jacksonville*.......................904-725-2044
Memphis.............................901-761-2001
Miami*................................305-592-9814

Murray Hi, NJ-lmport...........908-582-9190
Munay Hill, NJ-Export 908-582-9141
Atlanta...............................404-952-0897
Baltimore*.........................410-962-5200
Boston...............................617-261-4600
Charleston*.......................803-582-2200
Charlotte...........................704-357-8091
Chicago.............................708-292-2300

Montreal..............................514-985-2300
New Orleans*.....................504-566-0500
Newport Beach...................714-759-5200
Norfolk*..............................804-523-2775
Philadelphia*.......................215-925-2795
Portland..............................503-220-3700

San Francisco..
Savannah* ......
Seattle.............
St. Louis...........
Toronto............
Vancouver.......

...415-267-4200

...912-233-0508

...206-389-6800

...314-963-9950

...416-620-7030

...604-682-7270

*Kerr Steamship Company, Inc. Office



I n d u s t r i a l  d i s p u t e s

In
t o d a y

O u t  

t o m o r r o w

W h e r e  w o u l d  t h a t  l e a v e  y o u ?

D isruption to your schedule -  
unavoidable running costs -  enforced 
deviation -  missed deadlines -  port 
congestion -  dam age to your 
reputation?

A strike or lockout could cause you 
some serious problems.

T ransm arineÕs Trade D isrup tion  
Insurance provides wide-ranging and 
cost-effective cover against the loss of 
earnings, add itional costs and 
contractual penalties incurred when 
trade is disrupted by political, natural 
or marine disasters.

If youÕre running a liner service, 
chartering vessels, or if youÕre a 
through transport operato r looking 
for ways to protect yourself against 
financial losses caused by a delay, we 
think we can help you.

T r a n s m a r i n e
W i t h  u s ,  y o u Õr e  i n  b u s i n e s s

The Transmarine Mutual Strike Assurance 
A ssociation Lim ited 

Managers: M ichael E lse and Company Lim ited 
65 Leadenhall Street, London EC3A  2A D  

Tel: (071) 702 3928 Fax: (071) 702 3993 Telex: 8812501

25 largest third-party logistics companies, and got 22 responses.
They asked the CEOs to identify the three third parties they 

thought had been most successful to date, and to predict which 
they thought would be most successful three years from now.

Ryder finished first in both categories. In the ÒtodayÓ survey, 
Ryder got six first place votes. Exel Logistics was next with four 
first-place votes, two seconds and one third. Roadway Logistics 
was third with three firsts, three seconds and one first, for a total 
of 16 points.

Others perceived by CEOs of rival companies as being 
leaders today include Federal Express Logistics (two firsts, one 
second, two thirds), Schneider (one first, two seconds), and 
GATX Logistics (two second-place votes).

The list of companies forecast to be leaders three years from 
now was led by Ryder (five first-place votes and four seconds), 
Roadway (five firsts, one second), Exel (one first, three sec-
onds), FedEx and Schneider, each with one first and two 
seconds, and Menlo Logistics (two seconds, one third).

!  Sea-Land  Service has m ade it o ffic ia l: The com panywill 
reduce its s ta f f  and  sh ift its corporate headquarters an d  senior 
executives to Charlotte, N.C.

The CSX Corp. subsidiary announced a reorganization that 
will consolidate senior management functions in Charlotte. Those 
functions now are in Liberty Comer and Elizabeth, N.J.; Seattle, 
and Rotterdam.

The move of corporate headquarters to Charlotte, planned for 
next summer, comes only two years after Sea-Land shifted its 
headquarters to Liberty Comer from Edison, N.J., 20 miles away.

John Clancey, president and chief executive officer, said put-
ting all top executives under one roof would enable the company 
Òto think and act as one integrated, interactive, global company.Ó

Sea-Land plans to reduce staff by an unspecified number of 
jobs, and told employees that some of them would not be offered 
transfers. Clancey told employees that it may take until the end of 
the year before all decisions are made on which staffers will retain 
their jobs.

In connection with the headquarters move, Clancey announced 
a reorganization of the companyÕs top-level executives, all of 
whom will be transferred to Charlotte.

The companyÕs Pacific division, which had been jointly mn by 
senior vice presidents Thomas G. Cowan and Richard E. Murphy, 
will be headed by Cowan, whose title will be senior vice president, 
Pacific and Alaska.

Murphy was named senior vice president, Atlantic, and will 
manage the carrierÕs transatlantic and Asia/Mideast/Europe trades.

He will take over duties of Wilford W. Middleton, who has 
been based in Rotterdam as executive vice president, Atlantic, and 
now is executive vice president, corporate marketing.

William Kennell, who was vice president for corporate market-
ing, has been shifted to vice president of North America sales for 
the Pacific division.

Cowan, Murphy and Middleton will remain on the companyÕs 
executive committee, along with Clancey; Robert J. Grassi, senior 
vice president, finance and planning; and Charles G. Raymond, 
senior vice president, operations. Grassi and Raymond will have 
no change in title. There may be some additions to the executive 
committee, the company said.

Sea-Land said its sales, documentation and customer service 
staffs will not be affected by the headquarters shift.
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Who says NYK 
helps your cash 
flow faster?

Dan Eckel, 
thatÕs who.
HeÕs Manager of 
International 
Logistics for 
The Campbell Group 
in Harrison, Ohio.

ÒIÕm responsible for our ÒNYKÕs people know their
whole system of purchasing business, are always available, 
and inventory control as well anticipate our needs and keep 
as logistics so I know the effect us fully informed. When we have 
of transportation quality and a hot shipment, theyÕre right 
dependability on our Ôsafety on top of it all the way. ItÕs a 
stockÕ level, warehousing, insu- true working partnership.Ó 
ranee and manufacturing costs.
NYK consistently provides the NYK. We offer the high-quality 
combination of high-quality logistic capabilities and extra-
service and delivery depend- effort service that work for Dan 
ability that helps speed our Eckel and The Campbell Group, 
cash flow and can add to the WeÕd like to be your shipping 
bottom line. partner too.

This expression of customer satisfaction is completely voluntary and given without obligation of any kind.

Effectiveness ¥ Efficiency ¥  Excellence

The Campbell Group is the 
largest manufacturer and 
distributor of consumer air 
compressor products in the 
world. Campbell produces 
compressors in the U.S. and 
imports a variety of pneumatic 
tools and accessories from 
Taiwan -  paint spray guns, 
nailers, couplings, fittings, 
hoses and such -  exclusively 
via NYK. Dan Eckel tells why 
NYK carries 100 percent of 
CampbellÕs imports:

NYK Line (North America) Inc.
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MIAMI
Frontier Liner Services 
Principal Office  
Ph: (305) 471 7800 
Fax: (305) 471 0672
BALTIMORE  
Rice Unruh Reynolds 
Ph: (410) 385 2484 
Fax: (410) 385 2493

NORFOLK
Rice Unruh Reynolds 
Ph: (804) 436 4956 
Fax: (804) 436 2591

CHARLESTON 
Biehl & Co., Inc.
Ph: (803) 7695531 
Fax: (803) 5568470

SAVANNAH  
Biehl & Co., Inc.
Ph: (912) 234 7221 
Fax: (912) 233 9867

ATLANTA  
Biehl & Co., Inc.
Ph: (404) 952 0781 
Fax: (404) 933 1931

MIAMI
Kirk Line Inc.
Ph: (305) 592 5500 
Fax: (305) 592 3437
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FMC d igs d eep e r

Rejects proposal to subject conferences to antitrust law, but 
nay require more details on costs, profits, market share.

By Tony Beargie _____________________

The Federal Maritime Commission has 
-ejected a proposal to subject ocean carrier 
igreements to antitrust enforcement, but 
nay require them to provide details on 
:osts and profits.

The proposed changes are part of the 
FMCÕs review of its enforcement under 
1984 Shipping ActÕs 
Section 6(g), which 
empowers the com-
mission to seek in-
junctions against 
a n t i c o m p e t i t i v e  
agreements.

The Justice and 
Agriculture depart-
ments, supported by 
shipper groups, urged 
the FMC to subject 
steam ship co n fe r-
ences to the same 
m erger gu ide lines 
used in antitrust en-
forcement of other in-
dustries.

Carriers responded 
by accusing shippers 
of trying to use the review of Section 6(g) as 
a Òtrojan horseÓ to gut the 1984 act.

The FMC voted to seek public comment 
on a staff proposal that rejected the Justice 
DepartmentÕs proposal but would for the 
first time require certain carrier agreements 
to provide the commission with data on 
costs and profits.

Six Classes Targeted. The FM CÕs 
proposed reporting requirements would 
apply to six classes of agreements the com-
mission said carry the Òmost seriousÓ po-
tential anticompetitive effects:

¥  Cargo or revenue pooling agreements.
¥  Joint service agreements.
¥  Capacity management or capacity 

regulation programs.
¥  Rate-making agreements which would

also include informal or non-binding rate 
agreements among non-conference lines, 
as well as the more traditional conference 
rate agreements.

¥  Non-binding service contract discus-
sion arrangements, primarily among non-
conference carriers.

¥  Discussion or exchange of vessel-op-
erating cost information arrangements.

New Filing Requirements. Under the 
FMC proposal, carriers would be required 
to file a new information form at the same 

time they file their 
basic agreement.

The plan would re-
quire member linesÕ 
cargo carryings, rev-
enue results, and port 
service patterns for a 
one-year period be-
fore the carriers en-
tered into their new 
agreement. Market- 
share data would also 
be required. All data 
would have to be bro-
ken down into sub-
trades.

Under the current 
system , agreem ent 
members file data on 
a much broader ba-

sis, covering their entire geographic scope.
But the FMC said that because many 

agreements now cover more than one trade, 
Òthe reliability and probativeness of that 
information has become increasingly prob-

lematic.Ó
After the information form is filed, carri-

ers would be required to regularly file op-
erations reports with the FMC. The FMC 
proposal would link the information form 
and subsequent reports.

ÒAside from some activities that occur 
only after an agreement has gone into effect 
(such as independent action rates), the re-
porting requirements (would) track the sub-
ject areas of the information form,Ó said 
FMC attorney John Cunningham.

ÒThe intent is to enable the commission 
to compare the carriersÕ operations and 
economic results before and after their agree-
ment went into effect, and thus to gauge 
more accuratelyÓ an agreementÕs impact in 
the relevant trades, Cunningham said.

Carrier agreements 
holding a 50 percent or 

more market share in half 
or more of their sub-trades 

would be required to file 
quarterly reports 

containing sensitive 
financial information. 

This would include profit 
and cost data.

R o u n d - t h e - C l o c k  

L i a b i l i t y  &  

E q u i p m e n t  C o v e r

A m ericas
New Jersey:

Tel: +1 201 653 7500 
Tax: +1 201 653 5990

E uro p e , M idd le E ast 
& Africa

Condon:
Tel: +44 171 283 8686 
Tax: +44 171 283 576a

Asia Pacific
Hong Kong:

Tel: +852 832 9301 
Tax: +852 574 5062

TT CLUB
THE TRANSPORT MUTUAL 

Miami:
Tel:+1 305 895 6479 

San Francisco 
Tel: +1 415 956 4721

I n s u r a n c e P l u s
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Introducing

A n  E x c i t i n g  

N e w  B r e a k t h r o u g h  

F o r  E x p o r t e r s  

i n  E D I  T e c h n o l o g y  

b y  T h e  D E L C O  G r o u p !

The Delco Group provides ship-

pers with superior freight forwarding 

and logistics services. As a value-added 

service, Delco now offers exporters of 

ocean freight, a new EDI software pack-

age called FreightMateª -  absolutely 

FREE! Fully compliant with ASC 

X12/Edifact standards, FreightMateª 

allows for complete stand alone EDI 

capability or it can be integrated to a 

shipperÕs current system. FreightMateª 

is user-friendly and, after a simple 

installation, can be used immediately. 

It is flexible, versatile and will save you 

valuable time and money.

Delco is totally committed to EDI 

implementation and can meet every 

exporter's EDI requirement. For a free 

FreightMate"' demonstration or more 

information on the Delco GroupÕs ser-

vices, call Roger DÕElia o r Mark 

Nadell at (800) 253-7527.

T h e

DELCO
G r o u p , L td .

An International Transportation Company 
Serving Exporters Since 1981

Carriers would have to identify major 
moving commodities for each sub-trade 
covered by the agreement, along with the 
amount carried for each commodity and 
the revenue per container for each com-
modity.

Carriers would also have to file member 
linesÕ port service histories and immediate 
service plans under the agreement.

Information form information would give 
the FMC Òa baseline for future regulation,Ó 
Cunningham said.

ÒPut simply, the information form will 
show how the carriers were operating Ñ  
and how cargo was moving Ñ  before the 
agreement. Once the agreement goes into 
effect, information on how the carriers are 
operating Ñ  and how cargo is moving Ñ  
under the agreement will be obtained on a 
regular and continuous basis,Ó he said.

regulators used for the Trans-Atlantic 
Agreement and Trans-Atlantic Conference 
Agreement.

ÒCarriers would have severe heartburn 
Ñ  heartburn with us and heartburn with 
each other,Ó if their identification became 
publicly known, said Austin Schmitt, the 
FM CÕs director o f trade monitoring and 
analysis.

50 Percent Threshold. Carrier agree-
ments holding a 50 percent or more market
share in half or more Ñ  --------------------
o f the ir sub-trades 
would be required to 
file quarterly reports 
containing sensitive 
financial information.
This would include 
profit and cost data

FMC Members Raise Concern. Some 
FMC members, particularly commission-
ers Ming Hsu and Hal Creel, cautioned that 
the agency may be inviting trouble by im-
posing a formal rule requiring disclosure of 
sensitive business information.

Other commissioners shared this con-
cern but noted that the idea at this stage is 
simply a proposal designed to get public 
comments.

Hsu said she was concerned that the 
information could leak into the public do-
main. She is also concerned over the FMC 
---------------------------  Òover-reaching.

ÒCarriers would have 
severe heartburn Ñ  heart-

ÒI am not sure it is 
absolutely necessary 
to have this informa-
tion nailed down in 
regulations,Ó Hsu told 
Am erican Shipper.

If we need this kind

burn with us and heart-
burn with each otherÓ if

11 WV/ UVAAi. UJL1& Mill
Agreements carry- their identification became ¡ f  information, the 

ing the 50 percent FMC can always gc
market share thresh- V U D l lC ly  k n o w n . and ask fnr it Ó
old Òwouldpose a sig- O b X i^ g  came,
mficant threat of abuse Austin Schmitt cost and profit infor-
of its market power FMC mation can be done

and antitrust immu- Ñ ----------------------- ------------------------ -----  within the context o!
nity, and would require careful regulation,Ó 
the FMC staff report said.

The data would be reported by sub-trade 
and would focus on the cargo being carried. 
The reports would also pay close attention 
to the level of service contracting and inde-
pendent action activities. These require-
ments should allow the FMC to take quick 
action if it appears Òthat certain commodi-
ties or types of shippers are receiving unfair 
treatment,Ó Cunningham said.

Profits and Costs. Carrier profit infor-
mation is significant, Cunningham said. If 
there is a monopoly in the trade, then the 
FMC has to find out if the agreement mem-
bers are earning monopoly profits, he added.

Cost information is important in measur-
ing efficiency, Cunningham said.

ÒWe want to get a handle on how com-
petitive the conferences are,Ó he said. Cost 
and profit information is helpful in decid-
ing a section 6 (g) case, he added.

To keep such sensitive information con-
fidential, the FMC may code the data, 
using a system similar to what European
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an investigation into a particular agree-
ment, rather than through regulations ap-
plicable to a broad class of agreements, 
she said.

Hsu emphasized that she supports the 
thrust of the proposal, but that she is con-
cerned over the Òquantity and complexity 
of the informationÓ which will soon be 
officially described when the FMC issues 
its proposed rule.

She also supports close monitoring of 
agreements. ÒI feel close monitoring by the 
FMC should be a price conferences pay in 
exchange for their antitmst immunity. At 
the same time, I would like to make sure 
w eÕre not imposing an excessive burden on 
these agreement members,Ó Hsu said.

Commissioner Del Won agreed that there 
may be problems associated with demand-
ing cost and profit information. However, 
Òthis option has to be explored.Ó

All five commissioners voted to include 
the cost and profit data in the proposal 
seeking public comments. ÒSince this is 
only a proposal, and not a final mle, I will 
go along with this,Ó Hsu said. !
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Hints of a kinder, gentler TWRA
Forwarders at WESCCON find PierceÕs remarks 
surprisingly Ñ  and pleasingly Ñ  conciliatory.

By Richard Knee

The applause that Albert A. Pierce Jr. 
received after addressing a West Coast 
freight forwardersÕ gathering recently was 
more than just polite.

Pierce, who heads the Transpacific 
Westbound Rate Agreement, predictably 
defended attempts by shipping lines to raise 
their rates; in fact, he reiterated that the 
TWRA would continue with a series of rate 
hikes starting Nov. 1 (November American 
Shipper, page 9).

At the same time, in what could signal a 
warming of relations between the TWRA 
and the forwarder/exporter community, 
Pierce hinted at an increased receptivity on 
the conferenceÕs part to service contracts 
and acknowledged the difficulties that glo-
bal competition poses to shippers of low- 
margin commodities.

ÒItÕs the first time IÕve heard a confer-
ence person lay out those positions,Ó re-
m arked Peter A. F riedm ann, a 
Washington-based attorney who, as coun-
sel to a handful of forwarder and shipper 
groups, has frequently butted heads with 
Pierce and other conference executives.

In fact, Pierce announced after the for-
mal part of his speech that the TWRA was 
negotiating what would be its third-ever 
service contract.

He did not reveal the commodities or 
routings involved but did say the TWRA 
had offered a 2 percent discount from tariff 
rates for a minimum-volume commitment 
o f5,000 forty-foot-equivalent units (FEUs).

Pierce made his remarks to a rapt lunch-
time audience of some 300 forwarders and 
customs brokers on the second business day 
of the annual Western Cargo Conference 
(WESCCON), held Oct. 21-22 in Incline 
Village, Nev.

WESCCON was organized by the Pacific 
Coast Council of Customs Brokers & Freight 
Forwarders Associations (PCC), which com-
prises the industry groups from the San Di-
ego, Los Angeles and San Francisco Bay 
regions, and Oregon and Washington states.

Relations May Warm. In the closing 
moments of his formal address, Pierce raised 
more than a few eyebrows when he said, ÒI 
look forward to working closely with all of 
you in the future on rate and service pack-
ages designed to meet your specific needs.Ó

ÒI tÕs the first time I Õve 
heard a conference person 

lay out those positions.Ó

Peter A. Friedmann,
Councel, Pacific Coast Council 
of Customs Brokers & Freight 
Forwarders Association

Ò(The) TWRA ... is continuing to ex-
plore various options for improving rate 
stability and predictability westbound,Ó he 
said. ÒW eÕre now in the process of gather-
ing and exchanging information toward that 
end, and input from the forwarder commu-
nity is needed and welcome. The better I 
understand your business, the more effec-
tive I am at mine.Ó

ÒEverybody is encouraged that theyÕre 
reconsidering their service contract policy,Ó 
said Friedmann, who is the PCCÕs counsel 
and executive director.

Even so, he voiced skepticism toward the 
TW RAÕs negotiation of a possible new 
service pact.

A proposed commitment to 5,000 FEUs 
in exchange for a 2 percent discount Òis not 
a real offer,Ó he asserted.

Nevertheless, PierceÕs comments regard-
ing service contracts and other issues indi-
cated that the TWRA might be a bit more 
flexible with shippers and forwarders under 
his leadership than it was during the tenure 
of Ronald B. Gottshall.

ÒI thought he lifted some of the paragraphs

right out of the position papers of AgOTC 
(Agriculture Ocean Transportation Coali 
tion),Ó Friedmann said, referring to PierceÕ; 
acknowledgment of the problems confront 
ing shippers of low-margin goods.

AgOTC is a group of farm-goods ship 
pers and another Friedmann client.

Problem for Both Sides. Fierce inter-
national competition and the spot-marke 
nature of raw commodities, especially waste 
paper, create problems for both shippers 
and carriers, Pierce noted.

Waste paper accounts for nearly one oi 
every eight containers moving on TWRA 
membersÕ vessels, he said.

Because waste paper is relatively low 
valued, transportation accounts for more 
than 35 percent of its landed cost, and this 
holds for hay and alfalfa, scrap metal and 
several other commodities, he said.

ÒValue added is what gives both the 
shipper and the carrier some pricing lee-
way, and many of the major commodities 
moving westbound donÕt have that value 
added,Ó Pierce said.

ÒThe product can be sourced anywhere,Ó 
he added. ÒIn some cases Ñ  lumber or steel 
or citrus, for example Ñ  our competition 
could be breakbulk charters or even neobulk 
vessels. Our pricing may be held hostage to 
commodity futures and spot markets, which 
fluctuate on a daily basis. ...

ÒThen, thereÕs the problem of alternative 
foreign sourcing. Exporters o f synthetic 
resins face competition from new domestic 
petrochemical plants now under construc-
tion in Asia. U.S. forest products are con-
fronted with environmental restrictions at 
hom e and com petition  from  new ly 
privatized forestry reserves in countries like 
East Germany, New Zealand and Chile.

ÒThis,Ó Pierce remarked, ÒdoesnÕt leave 
transportation companies with a lot of room 
in their pricing, to get these commodities to 
market.

ÒAdd the kind of chronic vessel overca-
pacity weÕve seen since the mid-1980s, plus 
the statutory guarantee of an individual con-
ference lineÕs right to take independent ac-
tion on tariff rates with 10 days notice, and 
the downward pressures on rates exceed any 
leverage the conference structure can bring 
to bear on the market,Ó he said.
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Rate Hikes Defended. Rate hikes an 
justifiable not only in light o f rises in oper 
ating costs but because of the investment; 
carriers have made in order to meet ship-
persÕ service requirements, Pierce asserted

U.S. exporters are the beneficiaries oi 
that investment, he contended.

ÒRaw-commodity markets, for example, 
are frequently spot markets,Ó he said. ÒSup-
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Rates on exports to Asia may rise
Westbound Transpacific Stabilization Agreement members 

plan increases in early 1995. Shippers have mixed views.

By Richard Knee

ÒThere is value in a 
reliable infrastructure that 
is ready to accommodate 
peak surges and yet does 

not disappear during 
dry spells.Ó

Albert A. Pierce Jr.,
Executive Director, TWRA

jly, demand and price are constantly in 
Flux. Purchases may be made in huge vol- 
jmes at very short notice, in anticipation of 
price increases or a surge in demand.

ÒConversely, orders may slow to a trickle 
as buyers hedge against the possibility of 
higher prices, supply shortages or changing 
government regulations and trade policies 
or other market developments on the hori-

zon.
ÒThere is value in a reliable infrastruc-

ture that is ready to accommodate peak 
surges and yet does not disappear during 
dry spells,Ó he said.

Asked for some ÒballparkÓ numbers on 
the TWRAÕs base-rate plans, Pierce said 
they would be in the range of $ 120 per FEU 
or between $5 and $6 per ton.

During his formal speech, he said he 
expected major independent lines to sup-
port the new round of rate hikes.

ÒThere is now less of a service differen-
tiation between conference and indepen-
dent lines,Ó he said. ÒThe newer independent 
carriers have, themselves, invested heavily 
in assets and systems development. They 
are encountering comparable costs and, in 
some cases, can no longer hedge those 
rising costs with the assurance of a boom-
ing home market in which they will auto-
matically enjoy preferential treatment. I

The Westbound Transpacific Stabiliza-
tion Agreement (WTSA), announced Nov. 4 
that its members would seek rate hikes of at 
least $100 per 20-foot container, $120 per 
40-foot container and $5 per metric ton on 
virtually all goods moving on their vessels.

If the market projections of WTSA sec-
retary Albert A. Pierce Jr. are accurate, the 
carriers appear to have a fairly good shot at 
getting at least a portion of their target 
increases to stick.

While the WTSA is not a rate-setting 
conference and does not file tariffs with the 
Federal Maritime Commission, it does pro-
vide a vehicle for conference and indepen-
dent shipping lines to agree on goals for 
price levels without running afoul of U.S. 
antitrust laws.

All the members o f the conference in the 
trade, known as the Transpacific Westbound 
Rate Agreement (TWRA), belong to the 
WTSA. They are American President Lines, 
Hapag-Lloyd, Kawasaki Kisen Kaisha, 
Maersk Line, Mitsui O.S.K. Lines, Nep-
tune Orient Lines, Nippon Yusen Kaisha 
Line, Orient Overseas Container Line and 
Sea-Land Service.

The other WTSA members are non-con-
ference carriers Evergreen Marine, Hanjin 
Shipping, Hyundai Merchant Marine and 
Transportacion Maritima Mexicana.

Commodities targeted by the WTSA for 
rate increases were:

¥  Resins, mixed chemicals, plastic scrap 
and synthetic rubber. The carriersÕ group 
hopes to boost rates on those goods by $ 100 
per TEU, $120 per FEU and $6 per metric 
ton. Effective dates would be Jan. 1 for 
goods whose rates expire Dec. 31 and, in all 
cases, by Feb. 28.

¥  Forest products, except waste paper. 
The WTSA has set Jan. 1 as the target date 
for a rate boost of $5 per metric ton.

¥  Beef exports to Korea. The WTSA 
has scheduled an increase of $5 per metric 

ton for Jan. 11.
¥  H a y  exports to Japan, Korea and Tai-

wan. The WTSA plans rate boosts equiva-
lent to $125 per FEU, starting April 1.

WTSA members also agreed on the need 
for a general rate increase Jan. 1 for all 
commodities not otherwise scheduled for a 
rate increase and not having rate-expiration 
dates after Dec. 31.

The general rate increase would be $100 
per TEU, $120 per FEU and $6 per metric 

ton.
Pierce said carriers were experiencing 

Òpressure in terms of space availabilityÓ 
and that this could be expected to continue 
because of rises in cargo volumes.

WTSA membersÕ vessels have been sail-
ing 90 to 95 percent full, and the 6 to 7 
percent growth in the trade is expected to 
absorb all the new capacity that is expected 
to come into the trade during 1995, he said.

ÒMany of the rates we are looking at in 
particular have not increased in some time, 
or else have fallen sharply as a result of 
competitive actions taken in recent months,Ó 
he added. ÒIn either case, they do not reflect 
market conditions or the level and basic 
value of the transportation service provided."

Indeed, one traffic executive told Ameri-
can Shipper his company is virtually cap-
tive to three TWRA-member lines because 
of their high levels o f service.

ÒWe do business with only three carriers: 
NYK, Sea-Land and APL,Ó said George 
Hazzard, manager of international and wa-
ter transportation for Monsanto Inc.

The rate increases that the WTSA plans 
for chemicals shipments would hurt that 
industry; U.S. exporters face fierce compe-
tition from European firms in the Asian 
markets, Hazzard explained.

The $5-per-ton increase on beef exports 
to Korea will not hurt H. Shenson Interna-
tional as long as there are no additional rate 
increases during 1995, traffic manager Abbe 
Kantor said. Shenson, a San Francisco- 
based meat exporter, ships primarily with 
APL and Maersk, Kantor said.

A rate hike of $5 per ton is negligible 
when figured by pound in a 40-foot con-
tainer, she said. ¨

Correction
A story in the November American Ship-

per (page 80) quoted a Port of Oakland 
spokesman as saying a cold-storage facility 
was being built in Long Beach for Austra-
lia-New Zealand Direct Line.

The facility is, in fact, being built for 
Konowike-Pacific, which is a totally sepa-
rate entity, according to Jennifer Bronson, 
spokeswoman for both companies.

Whether ANZDL will use the facility 
has not been determined, Bronson said. 
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Does TACA deal with untariffed NVOs?
Rose International gives FMC a list.

By Tony Beargie

Trans-Atlantic Conference Agreement 
members have been accused of entering 
illegal service contracts with untariffed 
freight consolidators.

The allegation surfaced in a complaint 
filed with the Federal Maritime Commis-
sion by Rose International Inc., a Hoboken, 
N.J.-based non-vessel-operating common 
carrier.

It has been illegal since March 1990 for 
conferences or carriers to enter into service 
contracts with NVOs who do not have bonds 
or tariffs on file with FMC.

If the charges are proven, both TACA 
and the NVOs could face maximum fines of 
$25,000 per violation.

Rose, which specializes in the consolida-
tion of household goods and personal ef-
fects, furnished FMC with a list of 83 
untariffed NVOs it contended are operating 
illegally in the U.S. foreign trades.

TACA will formally answer the charges 
when it files its reply with FMC on Dec. 12.

Rose InternationalÕs Washington attor-
ney, Carlos Rodriguez, told American Ship-
per he personally checked out the names of 
the firms the conference signed contracts 
with and found 81 that were not on the 
FMCÕs list of tariffed and bonded NVOs.

The named firms may claim that they are 
not NVOs and therefore are free from the 
FMCÕs tariff filing and bonding regula-
tions. However, Rodriguez feels differently.

If the companies claim to be freight for-
warders, this would give FMC new legal 
ground to break.

Both the commission and the Interna-
tional Association of Non-Vessel-Operat-
ing Common Carriers have tried for years 
to rein in untariffed NVOs.

Rose is also asking FMC to order TACA 
to pay damages to cover lost profits, lost 
business opportunities, lost use of money, 
interest costs and attorneysÕ fees.

The amount sought by Rose hasnÕt been 
specified. But the firm estimates that its 
monetary injury topped the $500,000 mark 
in late October and was growing at a rate of 
at least $50,000 per month.

Most of the named firms shipped their 
cargo (household goods and personal ef-
fects) with Rose between 1991 and Decem-
ber 1993. But this business came to a halt 
when the ÒunlawfulÓ TAA contracts came 
into effect in January of this year, Rodriguez 
said.

By allowing these firms to enter into the 
illegal contracts, the conference set up a 
market environment that was designed to 
either eliminate or greatly reduce the par-
ticipation of Òqualified NVOCCs,Ó Rose 
charged.

Rose also charged the shipper parties 
ÒfraudulentlyÓ certified to the conference 
that they were the beneficial owners of the 
cargo in question, and that TACA (then 
called the T rans-A tlantic Agreem ent) 
Òknowingly and willfullyÓ accepted the false 
certification.

When Rose signed its contract for 1,751 
TEUs with the conference in early January, 
TAA required Rose to present copies o f its 
tariff and bond information as proof of 
meeting NVO Shipping Act requirements.

But by allegedly  contracting  w ith 
untariffed NVOs, TACA gave an unfair

pricing advantage to unqualified firms tha 
compete head-on with tariffed NVOs, Ros< 
argued.

The contracts at issue were signed wit! 
the conference in January 1994. They in 
elude contracts with:

¥  A group of shippers known as Oversea; 
Moving Network International for 1,00( 
TEUs. O f OMNIÕs 37 members, 29 are non-
tariffed and non-bonded NVOs. Eight dc 
meet FMC requirements, Rose said.

¥  A group of shippers known as the 
Movers Trading Club and the Anglo Ameri-
can Removers Association to ship 1,500 
TEUs from the U.S. to the United King-
dom. Fifty-two of the MTA and AARA 
shippers do not meet FM CÕs tariff filing 
and bonding requirements, Rose said.

¥  Shipper Carl Hartmann (GmbH & Co.)
calling for a minimum shipment of 250 
TEUs. This shipper is also non-bonded and 
non-tariffed, Rose said.

All conference carriers (as of January 
1994) except Sea-Land Service were cited 
by Rose as taking part in the allegedly 
illegal service contracts. !

$250 fee to amend ANERA contracts
Group starts charging fo r shipper-requested revisions.
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The carriersÕ rate-setting group covering 
most of the eastbound transpacific ocean 
trades plans to charge $250 for shipper- 
requested amendments to service contracts, 
starting Dec. 1.

The Asia North America Eastbound Rate 
Agreement has received amendment re-
quests in such unexpectedly high volume 
that they have come to represent a major 
expense item for the conference and for 
individual carriers, ANERA managing di-
rector Brian Conrad said.

Major independents in the transpacific 
trades often match the pricing policies of 
ANERA and other conferences, but whether 
they planned to do so in the case of the 
contract-amendment fee was not immedi-
ately known.

Hyundai Merchant Marine Co., a non-
conference line based in Seoul, was weigh-
ing the issue in term s o f how much 
service-pact revisions were costing the com-
pany and whether an amendment fee would 
be reasonable, said Bob Magna, sales and 
marketing director at the carrierÕs North 
American headquarters in Gardena, Calif.

A decision was likely to come before 
mid-November, Magna said.

ANERA covers all the eastbound trans-
pacific trades except that from Japan.

Its members are American President 
L ines; Hapag-Lloyd; Kawasaki Kisen

Kaisha; Maersk Line; Mitsui O.S.K. Lines; 
Neptune Orient Lines; N ippon Yusen 
Kaisha Line; Orient Overseas Container 
Line; and Sea-Land Service.

The $250 fee will be assessed each time 
ANERA files a revised contract with the 
Federal Maritime Commission.

In other words, if a single filing reflects 
amendments to two or more provisions of a 
contract, the total fee for that filing is $250, 
conference spokesman Niels Erich explained.

Not all service-contract amendments will 
generate a charge by ANERA.

Contract amendments intended to cor-
rect obvious clerical errors on the part of 
ANERA or its tariff publishers will not be 
subject to the fee, Erich said.

In addition, there might not be a charge if 
the contract is amended at ANERAÕs be-
hest; that will be determined on a case-by- 
case basis, he said.

FMC began permitting service contract 
amendments in 1993 to accommodate de-
sires for flexibility in the contract structure 
in light of rapidly changing market condi-
tions, Conrad said.

In that short span, however, no one an-
ticipated the number of amendment requests 
that ANERA has received, not just during 
the March-May period, when most con-
tracts are negotiated, but throughout the 
year, he said. !



Washington Briefs

FMC OKs foreign flag on new APL ships
With subsidy reform at a dead end, the Maritime Administration 

has agreed to let American President Lines register six new ships 

under foreign flags.
Sea-Land Service, meanwhile, was pressing MarAd to act on 

several Sea-Land ship-reflagging applications that the agency has 
been sitting on since m id-1993.

The requests by APL and Sea-Land to put parts of their fleets 
under foreign flags came at the start of an unsuccessful campaign 
to persuade Congress to enact a new subsidy to replace the 
Operating Differential Subsidy, which will expire by 1997.

Although APL and Sea-Land say theyÕ11 try again next year, they 
want the flexibility to reflag part of their fleets as early as possible.

APL won permission to use foreign flags on six new ships being 
built in foreign yards (three in Germany and three in South Korea) 
for delivery between May and November of next year.

In allowing APL to put the new ships under foreign registries, 
MarAd imposed several restrictions:

¥  The new ships must be registered in one of five nations that 
permit U.S.-owned ships to be under effective control of theU.S.

¥  The ships must be enrolled in MarAdÕs Voluntary Sealift 
Agreement, which ensures their availability to the U.S. military if 

needed.
¥  APL must agree not to scrap or reflag any U.S.-flag ship 

covered by its existing subsidy contract before Oct. 1,1996.
¥  APL must agree to transfer the new ships to U.S. registry if a 

new subsidy program similar to the one proposed this year is put 

into law.
Sea-Land, meanwhile, was pressing MarAd to act quickly on 

five ships now operating in foreign-to-foreign trades. The com-
pany is willing to wait longer for eight other ships that Sea-Land 
has asked to re-register.

FMC to raise fees on Jan. 1
The Federal Maritime Commission has approved a broad assort-

ment of fee increases to take effect next year.
However, the commission agreed to allow carriers to pay only 

half of the new fees for filing tariffs and essential terms of service 
contracts with FMCÕs Automated Tariff Filing and Information 

(ATFI) system.
FMC said carriers would pay only 17 cents per filing object 

(instead of the 34 cents that had been proposed) for tariff filing, and 
$1.64.5 per filing object for service contract terms (instead of the 

$3.29 that had been proposed).
FMC said it would ask the Office of Management and Budget for 

permission to exempt carriers from having to pay the fees. Carriers 
have objected to the ATFI filing fees, arguing that the primary 
beneficiaries of tariff filing are shippers.

FMC said the increases in other fees are its first since 1983, and 
are needed to cover rising costs.

FMC rejects Transax effort to avoid ATFI fee
The Federal Maritime Commission has ruled that when auto-

mated tariff data is converted to paper form and then reconverted
to electronic format, itÕs still subject to user fees.

Transax Systems, a major filer and retriever of electronic tariffs, 
had argued that data collected through such an arrangement shouldn Õ t

be subject to user fees.
Under the Davis Law, enacted two years ago, the FMC charges 

46 cents a minute for retrieval of tariff data from the commission s 
Automated Tariff Filing and Information system (ATFI).

Tariff-retrieval services such as Transax have been developing 
their own databases from which users can retrieve tariff informa-
tion without having to continually pay fees to FMC.

If the data is collected from non-FMC sources, such as shipping 
lines and conferences or through barter arrangements among tariff- 
filers, its secondary use is not subject to the user fee.

Transax, however, tried a different approach Ñ  retrieving ATFI 
tariffs and converting them to paper with what the FMC said was 
a plan to create a ÒmirrorÓ system that would avoid Davis Law fees.

FM CÕs office of information resources management rejected the 
Transax plan. Transax appealed to the FMC, which affirmed its 

staff decision.
ÒTransax has identified no valid commercial reason for its 

wholesale conversion of data from ATFI tapes to paper format, 
the FMC said. ÒWe can reasonably conclude, therefore, that the 
sole purpose of the practice is to avoid Davis Law fees ...Ó

Farrell OKÕd for foreign-flag feeders
The Maritime Administration has approved a Farrell Lines 

request for permission to charter, operate or act as agent/broker for 
foreign-flag vessels between the U.S. Gulf and East coasts and the 

Black Sea.
MarAd approval was necessary because Farrell operates a 

subsidized U.S.-flag liner service between the U.S. East Coast and 
Mediterranean, with extension to Black Sea ports on foreign-flag 

vessels.
Farrell sought permission to operate general cargo ships with 

capacity of up to 12,000 deadweight tons and the ability to carry 
refrigerated and general cargo. Farrell asked for permission to 
operate 12 voyages a year; MarAd permitted six.

Lykes Lines, which operates U.S.-flag ships between the U.S. 
and the Mediterranean and Black seas, objected to FarrellÕs pro-
posed service on grounds it would diminish Lykes s cargo base.

Lykes asked that the MarAd decision be reviewed by Transpor-
tation Secretary Federico Pena, whose department includes MarAd.

In approving the Farrell request, MarAd said most of the cargo 
that Lykes carries to the Black Sea is government preference cargo 
that is reserved for U.S.-flag ships and would not be eligible for 
carriage on the foreign-flag ships that Farrell would operate.

Florida ports establish conference agreement
Eight Florida port authorities have put together a conference 

agreement that would permit the ports to discuss rates and changes, 
rules and regulations, practices and other matters of mutual concern.

The agreement (224-200887), was filed with the Federal Mari-

time Commission.
Members of the Florida Ports Conference are Port Canaveral, 

Port Everglades, Jacksonville, Port Manatee, Miami, Panama City, 

Pensacola and Tampa.

Congressmen urge delay in OPA-90 deadline
Six congressmen have asked President Clinton to delay the Dec. 

28 deadline for vessel owners to obtain certificates of financial 

responsibility for oil-spill liability.
In a letter, the congressmen said the requirement, imposed by the 

Oil Pollution Act of 1990, Òmay cause a serious disruption of our 
nationÕs oil supply ... Close to 75 percent of the crude oil and 
approximately two-thirds of the refined product imported into the 
United States in recent years was carried aboard independent 
vessels. If independent vessel owners cannot obtain certificates of 
financial responsibility from the Coast Guard because of unavail- 
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ability of affordable insurance, there will be a major shortfall in our 
oil supply.Ó

The letter, from Rep. W J. Tauzin, D-La., chairman of the Coast 
Guard subcommittee of the House Merchant Marine and Fisheries 
Committee, was co-signed by Reps. Jack Fields, D-Texas; Solomon 
Ortiz, D-Texas; Howard Coble, R-N.C.; Greg Laughlin, D-Texas, 
and Herbert Bateman, R-Va.

FMC investigates All Freight International
The Federal Maritime Commission is investigating whether two 

individuals, operating under the name All Freight International, 
have violated the 1984 Shipping Act by acting as an unlicensed 
ocean freight forwarder.

FMC said Shirley R. Knull and Frances E. Mincer have been 
doing business as All Freight International since 1991, and 
dispatched or handled more than 800 shipments of rags, waste 
materials and other goods in U.S. foreign commerce.

FMC said All Freight submitted invoices listing phony FMC 
freight forwarder and customs broker license numbers.

AAPA criticizes congressional inaction
The American Association of Port Authorities has criticized the 

failure of Congress to enact water resources legislation and imple-
ment the Uruguay round of the General Agreement on Tariffs and 
Trade.

The water resources bill was important to ports because of its 
impact on dredging. Although the House approved a Water Re-
sources Development Act bill in September, the legislation was 
blocked in the Senate by concerns over floodplain management 
policies.

Essential navigation dredging projects and procedural reform 
for ports around the nation were held hostage by an unrelated 
floodplain management issue,Ó said Erik Stromberg, president of 
the AAPA.

ÒCongressÕs inability to take action on this critical bill under-
scores the reason why economically and environmentally justified 
dredging projects should be put on a separate track and subject to 
their own multiyear funding and authorization, like airports, high-
ways and other transportation infrastructure,Ó Stromberg said.

Unions to continue push for maritime subsidy
Five maritime unions have reaffirmed their intention to seek a 

new U.S.-flag subsidy program from the 104th Congress.
The unions are the Marine Engineers Beneficial Association 

District 1; the International Organization of Masters, Mates & 
Pilots; the American Maritime Officers; District 4 NMU/MEBA, 
and the Seafarers International Union.

In a letter to President Clinton, the union presidents warned that 
Òif the U.S.-flag fleet is eliminated, the carriage of AmericaÕs 
foreign trade will be placed totally at the mercy of foreign shipping 
interestsÑ often linked directly to foreign companies that compete 
head-to-head with our own exports Ñ  and thousands of highly 
skilled American maritime jobs will be sent overseas as well.Ó

The maritime unions are anxious to get a new subsidy program 
to replace the Operating Differential Subsidy program, which is 
scheduled to be phased out over the next three years.

11,646 U.S.-flag shipboard jobs, MarAd says
The privately operated U.S.-flag fleet has 8,807 oceangoing 

shipboard jobs as of Feb. 1, the Maritime Administration said.
Of that total, 1,763 jobs are on subsidized ships and 7,044 are on 

unsubsidized ships, MarAd said. The 8,807 jobs includes 4,295 on 
cargo ships, 3,870 on tankers and 642 on passengers and combina-
tion ships,

Government-operated ships, such as vessels operated by the 
Military Sealift Command, account for an additional 2,839 jobs,
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for a total o f 11,646 jobs on U.S.-flag ships, MarAd said.
The agency estimated the average employment of longshore-

men, including clerks, checkers and allied crafts, at 22,306 as of 
Feb. 1 Ñ  9,900 on the Atlantic coast, 4,000 on the Gulf coast, 8,156 
on the Pacific and 250 on the Great Lakes.

Shipyard production employees in commercial shipyards as of 
November 1993 totaled 52,189, with 48,267 working on Navy 
projects, the same MarAd report said.

MSC slashes costs for transatlantic shipments
The Navy s Military Sealift Command has signed a service 

contract with Sea-Land for carriage of commissary cargo from the 
U.S. to the U.K. and Northern Europe at rates 32 percent below 
those of the current contract.

The one-year, $9 million service contract extends from Dec. 1 
1994 to Nov. 30, 1995.

The commissary cargo will be shipped in dry and refrigerated 
containers. During the contract period, MSC will ship at least 2,600 
dry containers and 1,300 refrigerated containers.

Separately, MSC accepted bids for an estimated $11.2 million 
for shipment of 224,683 measurement tons cargo between the 
continental U.S. and Alaska during the next year.

MSC said the new line-haul rates are expected to produce 
savings of $240,000 in comparison with current rates.

Companies from which rates were accepted are Alaska Cargo 
Transport, Alaska Marine Lines, Crowley Marine Services, Samson 
Tug & Barge, Sea-Land Service and Totem Ocean Trailer Express.

Hanjin, Tricontinental file space charter pact
Hanjin Shipping Co. and the partners in the Tricontinental 

service of DSR-Senator and Cho Yang have filed a proposed 
agreement allowing the parties to charter space from each other in 
the U.S./North Europe trade.

The agreement, filed with the Federal Maritime Commission, 
will allow Hanjin to carry out its previously announced plans to 
enter the transatlantic trade by chartering space from vessels 
operated by DSR-Senator and Cho Yang.

Stevedore sues Puerto Rico Ports Authority
A stevedore in San Juan has filed a Federal Maritime Commis-

sion complaint seeking $1.5 million in damages from the Puerto 
Rico Ports Authority for alleged violations of the 1984 and 1916 
shipping acts.

International Shipping Agency (Intership) claimed that the port 
authority had refused to allow it to expand at the Isla Grande 
terminal and in 1989 said Intership eventually would have to vacate 
Isla Grande and Pier 11 in Puerto de Tierra.

Intership said the port authority wanted to remove Intership to 
make room for a competitor, Antilles Shipping Corp.

Faced with eviction, Intership said it reluctantly accepted space 
at another site, the Army Terminal, and that it invested more than 
$4 million in improvements there.

However, Intership said it has not been able to get full use of the 
Army Terminal because the port authority has allowed the terminal 
to be used by other companies, causing Òsubstantial interferenceÓ 
with the stevedoreÕs operations.

Avondale gets $15.9 million loan guarantee
The Transportation Department has awarded a $15.9-million 

federal loan guarantee to Avondale Shipyards of New Orleans to 
help finance an $18.2-million modernization program.

The loan guarantee was the second under the program that the 
Clinton administration announced last year to help U.S. shipyards. 
The first will be used by a Greek shipping company to build as 
many as four product tankers at Newport News Shipbuilding in 
Virginia.
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C arrie rs  paid  a p rice  fo r TACA

Concessions made to shippers in order to satisfy FMC.

By Tony Beargie___________________________

Members of the embattled Trans-Atlantic 
Conference Agreement avoided a federal 
court showdown and a possible injunction 
when the Federal Maritime Commission al-
lowed a watered-down version of the rate- 
setting agreement to go into effect Oct. 24.

But TACA carriers had to pay a price to 
win the right to stay alive in the transatlantic 
and agreed to a number of concessions 
demanded by the agency.

These include:
¥  Eliminating the conferenceÕs capac-

ity regulation program.
¥  Rem oving T A C A Õs 100-TEU or 

$ 100,000 minimum volume or value thresh-
old for service contracts.

¥  Reducing the conferenceÕs indepen-
dent action window from five to three days.

¥  Loosening service contract practices 
by allowing carriers not participating in 
TACA contracts to unilaterally negotiate 
different rates with shippers during a 15- 
day window following the filing of the 
TACA contract.

¥  Reducing the number of conference 
members required to approve a service con-
tract from a Òmajority-minus-twoÓ formula 
to five favorable votes. The conference has 

16 members.

FMC Scrutiny To Continue. The re-
vised agreement will continue to be closely 
watched by the FMC just like its predeces-
sor (the Trans-Atlantic Agreement). And 
the ÔnewÕ TACA will be rolled into the 
commissionÕs ongoing investigation into 
the activities of the transatlantic carriers.

Just because the FMC allowed the agree-
ment to go into effect Òdoes not mean the 
commission intends to step back, pat itself 
on the back, and let the conference do as it 
pleases,Ó commissioner Ming Hsu said.

If the FMC finds any serious problems at 
a later date, the agency will continue to be 
free to seek a court injunction against the

TACA carriers, Hsu warned. ÒTACA will 
be subject to the same continuous monitor-
ing as its predecessor and, indeed, the con-
ference is bound by the same rigorous 
reporting requirements.Ó

The new TACA conferenceÕs potential 
to engage in anti-competitive behavior, Òes-
pecially the possible reduction in the qual-
ity  o f serv ice to  sh ippers and 
non-vessel-operating common carriers,Ó is 
now part of the FM CÕs wide-ranging fact-
finding investigation, Hsu noted.

Shipper Gains. Shippers will benefit 
from the new, Òmore liberalÓ agreement, 
TACAÕs executive director Harold ÒLuckyÓ 
Holden said.

Aside from answering the FM CÕs con-
cerns, TACA agreed to the changes after 
listening to shippersÕ concerns and requests, 
Holden said.

ÒOver the past two years, we realized we 
came on pretty aggressively,Ó Holden told 
American Shipper.

Doing away with the conferenceÕs ca-
pacity regulation program should help ship-
pers and over the long term, will not harm 
the carriers, Holden predicted. Previously, 
shippers Òfelt threatenedÓ first by the ca-
pacity management program (under TAA) 
and later the capacity regulation program 
(under TACA), he said.

ÒOur aim was to recover 
one half o f $225 million, or 
$112.5 million. This is on 
target.Ó New year, Òwe will 
only have to recover a little 

less than $112 million.Ó

Harold ÒLuckyÓ Holden
TACA

Smaller shippers who could not meet the 
conferenceÕs minimum quantity require-
ments to win service contracts will benefit 
greatly under the new system, he said. ÒNow 
with the total elimination of the TEU require-
ment, if you had just one TEU a shipper could 
conceivably get a TACA service contract.Ó

In 1993 the TEU minimum stood at 250. 
Earlier this year it was dropped to 200, and 
now it stands at zero.

The conferenceÕs ongoing program to re-
cover more than $450 million per year in 
losses continues to be on target, Holden said.

The 1993 program succeeded in recover-
ing almost 50 percent of the $450 million in 
lost revenues, Holden said, admitting that 
perhaps the conferenceÕs program was too 
aggressive for many shippers.

The 1994 recovery program is going 
well, he said. And the conference is enjoy-
ing an unanticipated cargo boost in the 
westbound transatlantic market, he added. 
ÒOur aim was to recover one half of $225 
million, or $112.5 million. This is on target. 
And perhaps w eÕll do better because of the 
increase in westbound traffic.Ó

This year Õ s expected success will lift some 
of the pressures under the 1995 program. 
Next year, Òwe will only have to recover a 
little less than $112 million,Ó he said.

Shippers Not Impressed. Despite 
Holden Õ s predictions that shippers will ben-
efit under the new TACA regime, many 
U.S. shippers are not impressed by the 
changes.

ÒThe changes do not go to the heart of the 
problem Ñ  TACAÕs 75 percent market 
share control of the trade,Ó said Peter Gatti, 
policy director of the National Industrial 
Transportation (NIT) League.

ÒThe structural changes do not guarantee 
shippers will be offered independent ac-
tions,Ó Gatti told American Shipper.

Also, the modifications fail to place ship-
pers on a Òlevel playing fieldÓ with carriers 
when it comes to service contract negotia-

tions, Gatti said.
He feels the changes were made in order to 

win FMC clearance of the TACA agree-
ment.

So does Geoffrey Gionvanetti, managing 
director of the Wine and Spirits Shippers 
Association. ÒItÕs something they had in 
their briefcase to satisfy the FMC and the 
European Commission,Ó Gionvanetti said.

Like Gatti, Gionvanetti does not hold 
much hope for any real benefits coming 
from the TACA changes.

ÒWe still have the same structure, the 
same players and the same high market share,Õ Õ 
he said. ÒI see the same wolf. Maybe the 
sheepÕs clothing is different. ItÕs the same 
animal. It looks like business as usual.Ó !
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L ife  under  

TAA/TACA
Kuehne & Nagel, Global 
Shippers, Blue Diamond 
Growers, Audnel America, 
others take FMC into the 
real world o f arranging 
transportation in the North 
Atlantic during the days 
o f TAA.

By Tony Beargie

Unlike many shippers and consolidators, 
Juerge Bandle of Kuehne & Nagel says he 
appreciates the stability created by a sound 
transatlantic carrier conference.

But as a large non-vessel-operating com-
mon carrier, Kuehne & Nagel opposes the 
Trans-Atlantic Conference AgreementÕs re-
cent decision to abolish minimum-volume 
requirements for TACA service contracts.

Allowing smaller shippers to get rates 
equal to those offering larger volumes could 
undermine the service contract system and 
the stability that transatlantic carriers are 
trying to achieve, Bandle said.

Bandle, senior vice president of Kuehne 
& Nagel, was among witnesses at a recent 
Washington hearing held as part of the 
Federal Maritime CommissionÕs fact-find-
ing investigation of TACA and its prede-
cessor, the Trans-Atlantic Agreement.

While the general tone of testimony by 
shippers and NVOs was critical of TACA 
and TAA, Bandle had a few good things to 
say.

ÒAs a large (NVO) operator, we prefer a 
stabilized market environment created by 
the TAA,Ó Bandle said. ÒAlso, all of us,
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shippers and forwarders alike, have to be 
able to rely on efficient and reliable services 
provided by financially sound carriers .Many 
of us in business have seen carriers come and 
go and when vessels are arrested and bank-
ruptcies occur, we all scramble to collect our 
cargoes. Often this involves substantial addi-
tional costs and lost customers.Ó

Citing the carriersÕ huge losses before 
TAA was formed two years ago, Bandle 
said it was ÒunderstandableÓ that the carri-
ers had to use TAA to raise rates. ÒWe 
cannot expect the shipping lines to subsi-
dize our exports and imports,Ó he told Ameri-
can Shipper.

Service Contract Minimums. But
Bandle criticized T AC A Õ s decision to elimi-
nate the minimum volume that a shipper 
must offer the conference to obtain a the 
lower rates of a service contract.

TAA originally set that minimum vol-
ume at 250 twenty-foot-equivalent units, 
later reduced to 200. Kuehne & Nagel op-
posed TACAÕs decision last summer to 
lower the annual minimum to 100 TEU, and 
is even more opposed to wiping out the 
requirement.

B andle said removing the minimum could 
hurt Kuehne & Nagel, which controls the 
movement of large volumes of containers, 
if TAA offers similar rates to low-volume 
shippers.

Since its beginning, TACA-TAA has 
struggled with the issue of NVOs. Some 
carriers rely on NVOs as sales forces and 
are willing to give them a piece of the action 
in return for supplying cargo. But carriers 
that maintain extensive sales forces tend to 
see NVOs as unnecessary middlemen that 
threaten to turn carriers into wholesalers of 
transportation.

Could TACAÕs removal of the volume 
minimums be a way for the conference to 
compete with NVOs?

Bandle told FMC investigator Charles 
Haslup that shippers look at the total trans-
portation picture. ÒThey are very interested 
in one-stop shopping.Ó Many companies 
are downsizing, and many would rather 
deal with NVOs to arrange their door-to- 
door movements, Bandle said.

Kuehne & Nagel does not like to see

Kuehne & Nagel opposes 
the decision to abolish 

minimum-volume 
requirements fo r TACA 

service contracts.

carriers offer lower rates to beneficial cargo 
owners that move smaller volumes than a 
big NVO, Bandle said.

ÒThe NVO discount for those commit-
ting large volumes should be higher,Ó B andle 
said. ÒIt is common practice in any business 
to allow for higher discounts subject to the 
purchase of correspondingly higher vol-
umes. Why not in shipping? All those call-
ing for so-called Ôeven playing fieldsÕ are 
the first ones to ask for volume discounts 
when purchasing their stationery items.Ó

Via Montreal. Bandle said he was aware 
of reports that TACA-TAA has tried to 
restrict use of service contracts by NVOs, 
but indicated that Kuehne & Nagel has had 
little trouble securing such contracts.

Approximately 75 percent of the firmÕs 
cargoes move on Polish Ocean Lines, DSR- 
Senator, and Mediterranean Shipping Co., 
all former independent carriers.

Most Kuehne & Nagel shipments move 
under full-container-load service contracts, 
which Bandle said are offered only by for-
merly independent lines such as POL, DSR- 
Senator and Med Shipping.

K&N pioneered the drive to win FCL 
service contracts for NVOs, Bandle noted. 
Just five years ago, there were no such 
contracts available to freight consolidators, 
he said.

The ÒstructuredÓ conference carriers still 
refuse to offer FCL contracts because they 
Òfeel they have the right and the where-
withalÓ to get their own FCL business, he 
said. However, some of these carriers have 
lost business to the non-structured lines, he 
said.

NVO Sales. Pointing out that Kuehne & 
Nagel has a $5 million annual budget for 
sales and marketing, Bandle suggested that 
carriers Òmay be better off if they allow us 
to market their business.Ó

Bandle said little has changed in dealing 
with the former independents since they 
have joined the conference. He said, though, 
that volumes have been affected by market 
changes.

For example, on eastbound movements 
the volume dropped in 1993 (under TAA) 
compared with 1992, but Bandle attributed 
this primarily to the business recession in 
Europe. On the other hand, westbound vol-
umes increased substantially in 1993 and 
into 1994, he said. Westbound shippers 
have run into problems finding space with 
non-conference carriers, Bandle noted. 
ÒThis helps the conference.Ó

K&N has not asked TACA-TAA lines to 
divert from conference rates by taking in-
dependent action. He said there may always 
be a need for such rates, but that Kuehne &
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Nagel concentrates on service contracts with 
the non-structured carriers.

And he said 10 percent o f the more than
20,000 TEUs that K&N ships annually are 
routed through Montreal.

Global Shippers Assn. Another entity 
that controls a large volume of transatlantic 
traffic, the Global Shippers Association, 
complained that TACA has been reluctant 
to commit to a service contract.

The association, a group of heavyweight 
shippers led by General Electric, failed to 
win a service contract or independent ac-
tion rates from TAA last year but was trying 
again during the current contract negotiat-
ing season.

Charles Faust, president of the association 
and vice president of logistics and transpor-
tation for General Electric, said the associa-
tion does have service contracts with TAA 
member Orient Overseas Container Line and 
independent Evergreen Line, via Montreal.

Some 2,400 TEUs a year are shipped 
under OOCLÕs contract, while Evergreen 
will move 500 TEUs in 1994, Faust said.

The association tried to talk individually 
with TACA members about a 1995 con-
tract, but had to conduct most of the talks 
with the conferenceÕs administrator, Harold

Carriers that maintain 
extensive sales forces 
tend to see NVOs as 

unnecessary middlemen.

L. Holden. ÒWe expected a more open 
discussion,Ó Faust said.

Global is ready to commit 19,000 TEUs 
in the North Atlantic for the 1995 shipping 
season, Faust said.

In other trades the association succeeded 
in getting service contracts that produced 
Òwin-winÓ results for carriers and shippers, 
Faust said. ÒThese are partnership agree-
ments. This atmosphere does not exist in 
the transatlantic.Ó

GS A requests for independent action rates 
were turned down by TAA last year and this 
year. ÒThe independent action issue is not 
alive within TAA,Ó Faust said.

Sea-Land ÔBy Default.Õ Jilian Morley, 
transportation manager o f the Blue Dia-
mond Growers, said she sensed trouble in 
the early summer of 1992, shortly before 
the TAA was officially announced, and that

her worst expectations were realized.
ÒThe behavior of the carriers was strange,Ó 

Morley said. ÒAs the summer wore on, it 
became obvious that TAA was coming.Ó

By the end of August 1992 the ocean 
carriers made it clear Òthey were to follow 
the spirit o f TAA,Ó she said. Around the 
same time, the carriers informed Blue Dia-
mond that rates would go up and there 
would be no service contracts. ÒMy impres-
sion was that TAA was already in opera-
tion,Ó Morley said.

During the September 1992/August, 1993 
shipping year, Sea-Land won most of Blue 
DiamondÕs cargo Òby defaultÓ because the 
California-based almond shippers coopera-
tive felt Òthere was no reason to rewardÓ 
other transatlantic carriers, Morley said.

ÒSea-Land had no history with us so they 
got our business by default,Ó she said.

There were no rate savings for Blue Dia-
mond, because Sea-Land moved the cargo 
at standard TAA tariff rates, Morley said. 
Then why did Blue Diamond pick Sea- 
Land? ÒBecause we didnÕt want to give our 
business to anyone else,Ó Morley said.

Later in the questioning, Morley pointed 
to Sea-LandÕs service advantages as figur-
ing into the decision. ÒI was dependent on 
Sea-LandÕs weekly sailings and faster tran-

M i r a c l e s  t a k e  2 4  h o u r s *  

a t  M u l l e r - T h o m s e n

o r  l e s s

* maximum lead time for deliveries from a Muller terminal in Antwerp 
to within a 300 mile radius. (This includes all of Holland and Belgium plus 
major consumer areas like Frankfurt, Hannover, Paris, Lyon, Strasbourg etc.
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it time,Ó she said.
Blue Diamond won its first contract with 

le conference in September 1993. Again, 
ea-Land won most of the cargo Òbecause 
tiey convinced us they tried to support us as 
luch as possible during the formation of 
ÕAA,Ó Morley said. ÒThose who do the 
rork to get us a good arrangement deserve 
iur business.Ó

Blue Diamond moved approximately 
,100 TEUs under this contract.
This year, after long negotiations, Blue 

Diamond settled for a 1,000-TEU contract, 
ather than a 3,000-TEU contract it had 
equested. The contractÕs rate discount, in 
he $40-50 range, was too small to warrant 
i 3,000-TEU commitment, Morley said. 
Hue Diamond was seeking a discount in 
he $250-$300 range.

Split Drayage Costs. In February of 
his year, Blue Diamond accepted an offer 
fom Sea-Land for a neutral container ar- 
angement, under which Sea-Land and Blue 
Diamond split drayage costs on a 50-50 
jasis.

Then, everyone in the conference fol- 
owed Sea-LandÕs lead this spring. But Blue 
Diamond stayed with Sea-Land.

ÒThey were first. Someone who copies

Global is ready to commit 
19,000 TEUs in the North 

Atlantic fo r the 1995 
shipping season.

does not impress me,Ó Morley said. ÒIt was 
all rather humorous, because they really 
hatedÓ offering neutral container pools.

The arrangement was short-lived, for in 
June the TAA ended it. Morley said Sea- 
Land told her TAA stopped the practice 
because it was spreading too much in the 
conference.

Were rebates being paid? Morley said 
she had no hard evidence. In TAA, Òthey 
were all pointing their fingers at each other,Ó 
she said.

ÒEndless discussionsÓ with TAA carri-
ers for independent action rates produced 
nothing for Blue Diamond, Morley said. 
ÒWe were told there was a collusion agree-
ment among TAA carriers not to grant 
independent action.Ó

Before TAA came on the scene, all car-
riers are one time or another granted inde-
pendent action rates, she noted.

Audnel. Another w itness, James E. 
Yokeley Sr. of Audnel America Interna-
tional, said TAA rate increases played a 
major role in the NVOÕs demise last April.

The firm lost so much money under the 
TAA regime Ñ  approximately $350,000 
Ñ  that the Wachovia Bank of North Caro-
lina closed down a $500,000 line of credit 
and seized the firmÕs assets, said Yokeley, 
who was AudnelÕs president.

YokeleyÕs battle with the bank is now 
being fought in a Charlotte court, he said.

FMC investigator Haslup wanted to know 
why AudnelÕs court suit never mentioned 
TAA as a reason for AudnelÕs business 
failure. Yokeley said he did not single out 
TAA because of the conferenceÕs antitrust 
immunity and the ongoing FMC investiga-
tion into TAA practices.

Yokeley said Audnel was doing fine in 
1992 when it moved cargo under service 
contracts with two independents, Mediter-
ranean Shipping and Cho Yang. The firm 
moved some 3,000 TEUs in 1992,2,500 of 
them in full container loads.

The Med Shipping contract was Òthe 
best,Ó Yokeley said, noting his received a 
rate o f $1,340 per 40-foot container. In 
1993, under TAA the rates almost doubled, 
to $2,435, Yokeley said.

, Jodern business demands miracles in logistics. Effective management of inventories can give companies an important 
:ompetitive edge. Miiller-Thomsen has been a valuable partner in logistics since 1876, and today boasts an efficient, 

cost-effective, world-wide service, backed by experienced people and an advanced information technology.

Muller has built its reputation by providing quality, as well as customer-oriented, comprehensive services.
And, its solid financial base and organisation ensures a continuity and security that is a key element in distribution.

Gain a competitive edge by offering a 24 hrs lead time between order and delivery to your customers,
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Container Terminal Burchardkai

A ga in  w e  a re 
o n e  b e r th  a h e a d 

i  o f  d e m a n d

Hamburger Hafen- und 
Lagerhaus Aktiengesellschaft
Container Terminal Burchardka, D-21129 Hamburg 
Tel. (040) 30 88 25 73 
Fax 740 16 75

'' 1991:
r 12 Container gantry cranes 
3 Transtainers 
58 Straddle carriers

'I 1990:
i 12 Container gantry cranes 
3 Transtainers 
57 Straddle carriers

Ó 1989:
11 Container gantry cranes 

3 Transtainers, 52 Straddle carrh

T A A Õ s rate hikes Ô Ôj ust overwhelmed us, Ó 
he said.

The TAA contract also contained a num-
ber of exclusions which cut the firm Õ s 1993 
volume, Yokeley said. A number o f com-
puter and lumber accounts were lost. ÒWe 
just couldnÕt afford to compete anymore,Ó 
he said.

By 1993, ÒTAA was the only game in 
town,Ó Yokeley said. ÒThere were no other 
alternatives.Ó

The conferenceÕs 1994 TAA contract 
Òdepressed our profit marginsÓ by narrow-
ing the spread between contract rates the

NVO paid the carriers and the tariff rates 
that were charged customers, Yokeley said. 
ÒThey were really narrowing the opportu-
nity for NVOs to profit.Ó

Yokeley advised the TAA Õ s Holden of the 
situation. Holden replied with Òa nice, polite 
letter, but nothing happened,Ó he said.

In the end, YokeleyÕs firm signed a 1994 
contract with TAA. ÒWe had no choice. It 
was a Ôtake it or leave itÕ situation,Ó he said.

The com panyÕs costs increased by 
$300,000to $400,000, according to Y okeley. 
ÒIt was like a tidal wave hitting us.Ó

Yokeley took a number of steps to cut his

own costs. He reduced his staff and ci 
telephone and fax costs. He also opened u 
offices in Norfolk and Baltimore in an at 
tempt to win new business. ÒWe did all w 
could to generate new business. But TA/ 
literally put us out o f business,Ó he said.

Beverage Shippers. Rates covering 
beverage shipments from Europe to thi 
U.S. rose dramatically in 1993 under TAA 
said Case Pieterman, executive director o 
the North American Shippers Associatioi 
and vice president of the Universal Ship 
pers Association.

Universal was formed in 1991 in antici 
pation of the impending debut of TAA.

In 1993 rates for a 20-foot container o 
Scotch whiskey moving from Scotland tc 
the U.S. Atlantic increased by 18 percent 
For a 40-footer, the rates went up by 2( 
percent, according to Pieterman.

The rate hikes in part resulted from £ 
newly introduced Delivered In Charge cosi 
o f $180 per TEU and $263 per FEU 
Pieterman said. ÒThere was never a plau-
sible explanation on the part of the carriers 
of what this charge was for.Ó

Shipments o f wine and cognac from 
France also increased. Cognac rates to the 
U.S. Atlantic shot up 30 percent per TEU 
and 9 percent per FEU. Bordeaux wine 
rates increased 49 percent per TEU to the 
U.S. Pacific and 30 percent per FEU.

ÒTAA unreasonably increased transpor-
tation costs by reducing competition in the 
transatlantic trades,Ó Pieterman said.

Before TAA, the shippers associations 
and the carriers mutually agreed to cancel 
contracts at the end of their term. However, 
under TAA, the conference alone could 
cancel contracts after they expire.

Pieterman also complained of TAAÕs 
one-year limit on service contracts.

During the 1994 negotiations it became 
clear TAA Òwas giving preferential treat-
ment to proprietary shippers. ÒNot only were 
we told that we needed to commit 10,000 
TEUs, but that we would not get the rate 
levels offered to another large proprietary 
shipper with the same commitment,Ó he said.

TAA also created service problems be-
cause OOCL and POL withdrew their ves-
sels from the North Atlantic and increased 
vessel sharing activity among TAA mem-
bers, Pieterman said.

Also TAA carriers have missed calls at 
the port o f Boston, Òeither forced by weather 
or by design.Ó Many New England shippers 
fear Boston calls may be terminated by 
TAA, he said.

Pieterman also attributed the loss of ser-
vice contracts with three formerly indepen-
dent carriers Ñ  OOCL, Cho Yang, and 
DSR/Senator Ñ  to the TAA. !

1994: 
m 16 Container 
w gantry cranes 
1 4 Transtainers 
66 Straddle 
carriers

¥' 1993: 
f  14 Container 
J gantry cranes 
4 Transtainers 
63 Straddle carriers

H 1992:
M 13 Container 
f  gantry cranes 
J 3 Transtainers 
60 Straddle carriers
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NIT League vs. FMC
Battle lines are drawn as Ed Emmett 
declares start o f Òreal live war.Ó

By Tony Beargie______________________ _

ÒWe are at the beginning of a war. A real 
live war.Ó

Those were the words National Indus-
trial Transportation (NIT) League presi-
dent Ed Emmett chose to describe how he 
feels about the Federal Maritime Commis-
sion, the liner conference system, and ma-
jor provisions of the 1984 Shipping Act.

Emmett said his ÒwarÓ has already be-
gun. But the big battles will be fought next 
year with conferences and the FMC when 
the new Congress gets down to work, the 
NIT League president promised.

NIT LeagueÕs deregulatory program was 
to be officially released after its annual 
meeting in San Antonio.

Emmett wants to kill the long-established 
liner conference system and tariff and ser-
vice contract filing at the FMC. This would 
gut the current ocean transportation regula-
tory regime embodied in the 1984 Shipping 
Act and kill the FMC, leaving the U.S. 
foreign trades unregulated.

Emmett issued his call to arms when he 
returned from Brussels, where NIT League 
signed a first-ever joint shipper declaration 
with the European and Japanese shippersÕ 
councils in Brussels. (See related story, this 
issue.)

It also followed a testy NIT League letter 
lambasting the FMC Õ s handling of the T rans- 
Atlantic Conference Agreement. (See re-
lated story, this issue.)

To soften the blow, Emmett offered the 
FMC a chance to work with NIT League to 
bring about a new, deregulated ocean ship-
ping environment. ÒI have not given up on 
the FMC Ñ  yet,Ó Emmett said, adding that 
he hopes the three newest members on the 
commission will see things his way.

Emmett criticized the FMC for Òstill hold-
ing on to a common carrier, public utility 
regulatory system which doesnÕt make any 
sense in todayÕs world.Ó

ÒWe will try to do everything we can to 
bring the FMC into the 20th Century,Ó 
Emmett said.

Should the FM C refuse to fo llow  
EmmettÕs marching orders Ñ  and it will Ñ  
then Òwe will have to question the existence 
of the FMC,Ó he said.

But ultimately, Emmett is confident ship-
pers will win their battle with or without the 
backing of the FMC.

Hathaway Rejects Offer. If Emmett is 
counting on the commission to be his Capi-
tol Hill water boy, he better think twice.

FMC chairman William D. Hathaway, 
who also had just returned from Europe, 
rejected a joint NIT League-FMC lobbying 
effort.

ÒHe wants drastic changes. We are not 
going to Congress. He wants us to do his job 
for him. This is not our job,Ó the FMC 
chairman said in an interview with Ameri-
can Shipper.

Hathaway feels it is ÒnaiveÓ of Emmett 
to expect the FMC to get in the middle of 
shipper-carrier camps Òjust to carry water 
for NIT League.Ó The FMC chairman said 
he would follow the same policy if his

Shippers and carriers will 
have separate areas of 

agreement and areas where 
Òwe will never agree

Ed Emmett

agency were requested to go forward by the 
carrier community. ÒWe would not get in 
the middle here, either.Ó

Hathaway tried to respond diplomati-
cally to Emmett, ÒI donÕt think it serves 
anyoneÕs purpose to get angry with us ... 
especially in his (EmmettÕs) case because 
when the FMC got TACA to make major 
changes in the agreement, shippers ben-
efited,Ó the FMC chairman said.

Elimination of the conferenceÕs capacity 
management program, the elimination of 
minimum service contract volumes, and 
the other TACA changes Òare all of the 
things NIT League wanted,Ó Hathaway said. 
ÒNow, they (NIT League) turn around and 
say these things are only procedural. They 
werenÕt procedural when they asked for the 
changes. These are major changes. NIT 
League should be thanking us.Ó

ÒDisastrous.Ó If NIT League wins a de-
regulation program next year on Congress, 
it would be ÒdisastrousÓ for both shippers 
and carriers, Hathaway said.

ÒCut-throat competitionÓ would ravage 
all of the worldÕs trade lanes, Hathaway 
predicted.

Rates would drop at first and many of the 
smaller carriers who provide a competitive 
choice to shippers would go out of business, 
the FMC chairman said.

ÒThe big carriers would buyout the 
smaller carriers, and rates would then go 
up.Ó

A totally deregulated environment would 
also bring on discrimination by the large 
carriers in both the rate and service areas, 
Hathaway warned. ÒThey could charge one 
shipper a low rate, and another shipper 
double, or whatever they want.Ó The sur-
viving carriers could also refuse to take
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Limited roles for government
Wigen tells CLM that shippers need protection 
in foreign markets and when mergers occur.

shipper cargoes. This would be especially 
harmful to smaller shippers and shippers of 
low-valued cargo, he added.

Antitrust violations would run rampant, 
Hathaway predicted because Òit would be 
almost impossible for the U.S. to enforce 
our antitrust laws throughout the world.Ó

ÒOther nations would put up blocking 
statutes making it almost impossible to go 
after illegalities, such as collusion between 
carriers or between carriers and govern-
ments.

ÒIt would be difficult for our Justice 
Department to police the whole world,Ó the 
FMC chairman said.

Emmett Recalls Texas Battle. Mean-
while, Emmett said the FMCÕs approach to 
liner shipping reminds him of the days 
when he served in the Texas Legislature 
when UPS wanted to provide intrastate 
service in the Lone Star State.

UPS was denied entry by the Texas Rail-
road Commission because UPS did not 
operate on a fixed route. The commission 
held that it had no authority to let UPS in. 
But the Texas Supreme Court rejected this 
argument, and ultimately UPS was allowed 
to operate there.

ÒThis is the same feeling I got from 
talking with Hathaway,Ó Emmett said, add-
ing that the FMC is holding on to outdated 
policies.

Emmett attributed the LeagueÕs aggres-
siveness to the TAA. ÒThe TAA drove us 
into this kind of activity,Ó he said.

Emmett hopes to give carriers a chance 
to air their views with him. He hopes to 
meet with the carrier community and Òper-
haps even with the (maritime) unionsÓ after 
NIT League Õ s policy is formally announced.

Shippers and carriers will have separate 
areas of agreement and areas where Òwe 
will never agree,Ó Emmett said.

Emmett wants to develop the same kind 
of seamless transportation system now in 
place on land in the worldÕs sea lanes. The 
system Òis working well on land, but on sea 
we have to go back to the dark ages,Ó he 
said.

Asked if the FMC would be derailed by 
NIT LeagueÕs program, Emmett shrugged 
as if to say Òso what.Ó

ÒIt is not our business to justify the exist-
ence of a government agency,Ó he said, 
adding that perhaps the FMC could be 
merged with the Interstate Commerce Com-
mission.

Emmett insists it is unfair to characterize 
NIT LeagueÕs program as one of total de-
regulation.

The U.S. will continue to need safety 
regulations and ÒperhapsÓ some liability 
regulations, Emmett said. !
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By Bruce Vail

The development o f efficient transporta-
tion and logistics goes hand in hand with 
government deregulation of commerce and 
industry, according to Roger Wigen, man-
ager of transportation policy and shipment 
control at 3M Co.

Successful deregulation of freight rates 
on railroads and for trucking companies 
needs to be followed up with similar efforts 
in maritime shipping, Wigen told an audi-
ence at the annual meeting of the Council of 
Logistics Management. Equally important 
is loosening government controls on things 
like truck weights/lengths and selected en-
vironmental regulations, he said.

Wigen, who also serves as chairman of 
the National Industrial 
T r a n s p o r t a t i o n  
League, said these 
would be the most im-
portant transportation 
issues in the latter half 
of the 1990s. Strictly 
com m ercia l issues 
will be heavily influenced by what happens 
in the regulatory sphere, he said.

Maritime Issues. Consistent with the 
policies he is helping to form at the NIT 
League, Wigen said activities of the Fed-
eral Maritime Commission should be cur-
tailed in the same fashion as those at the 
Interstate Commerce Commission.

Earlier this year the ICC had its operating 
budget cut and a requirement that contracts 
between shippers and carriers be filed at the 
agency was eliminated. ÒI would like to see 
what happened to the ICC happen to the 
FMC,Ó he said.

Wigen went on to say that ICC and FMC 
were similar in that both performed some 
useful functions but that most of their ac-
tivities were unnecessary.

ICCÕs oversight of rail mergers was im-
portant, as were certain safety issues. FMCÕs 
power to coerce foreign countries into grant-
ing U.S.-flag carriers fair treatment in for-
eign markets was good for U.S. shippers. But 
in both cases, tariff-filing requirements and 
shipper-carrier contract filing requirements 
are contrary to shipper interests, he said.

ÒI donÕt think the ICC will last into the 
next century.... The next agency whose days 
are numbered is the FMC,Ó he predicted.

He added that ICC and FMC could be 
done away with by transferring its limited 
useful duties to other government entities.

Favors Ship Subsidies. Wigen said he 
was strongly in favor of supporting U.S.- 
flag carriers with government subsidies.

American shippers benefit from the con-
tinued existence of a U.S.-flag fleet, he said, 
but so do all segments of the U.S. population. 
The national defense features of the U.S. 
fleet are its most meaningful benefit and any 
attention to subsidies should be focused in 
that area, according to Wigen.

Because of this defense feature, any spe-
cial tax on business to fund a subsidy pro-
gram is wrong, Wigen said. Subsidies to U.S. 
shipping companies should be paid through 

general revenues to the 
government and ad-
ministered by the Pen-
tagon, he said.

Even though gov-
ernment deregulation 
of freight rates is al-
most complete, truck-

ing issues are still on the minds of shippers.
The question now, according to Wigen, 

is whether regulation of vehicle weights 
and lengths will impair shippers in their 
efforts to improve efficiency and employ 
the principles that are CLM Õs focus .

ÒWe may have to allow longer and heavier 
trucksÓ to best address issues like driver 
shortages, highway congestion and air pollu-
tion from freight hauling vehicles, he said.

This truck size issue has been misunder-
stood by the public at large, added Donald 
Schneider, president of Schneider National, 
one of the nationÕs largest trucking compa-
nies. Schneider joined Wigen in addressing 
a group at CLM Õs annual meeting.

ÒThere is an inverse relationship between 
vehicle size and weight and fatalitiesÓ on 
the highway, Schneider said. The longer, 
heavier vehicles are safer and provide more 
efficient transportation to shippers, he said. 
Once these bigger trucks are more widely 
accepted, shippers (and the public) will 
benefit from lower freight rates and im-
proved safety, he claimed.

Vehicle size is directly related to envi-
ronmental regulation because fewer trucks 
means less fuel burned, fewer tires worn out 
by truck use, and similar transportation 
efficiencies, according to Schneider. !

ÒI would like to see what 
happened to the ICC 
happen to the FMC.Ó
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ADVANCED EQUIPMENT AND A TEAM OF 

MANAGEMENT PROFESSIONALS WHO 

WORK TOGETHER TO PROVIDE THE HIGH-

EST QUALITY STEVEDORING AND TERMI-

NAL OPERATIONS, IN 24 PORTS, ON THE 

EAST AND GULF COASTS OF THE UNITED 

STATES.
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INTERNATIONAL TERMINAL OPERATING CO. INC. 
One Evertrusf Plaza, Jersey City, New Jersey 0/302 

(201)915-3100

Losing credibility at FMC
NIT League angers agency officials with criticism 
o f commissionÕs handling o f TACA.

By Tony Beargie__________________________officials, both publicly and privately.
Commissioner Ming Hsu, who has taken 

The deteriorating relationship between on a high-profile drive to reach out to ship-
shippers and the Federal Maritime Com- pers throughout the country, was not
mission has apparently slipped to an all- pleased.

time low. ÒMore letters like this could lead to ship-
A letter fired off to FMC commissioners pers losing their credibility with the FMC,

by National Industrial Transportation (NIT) which would be very unfortunate,Ó Hsu
League president Edward M. Emmett com- told American Shipper.
plained about the agency s handling of the ÒInstead of shooting arrows at us, they 
Trans-Atlantic Conference Agreement. should have a real dialogue with us,Ó Hsu

The NIT League president accused the said. ÒI donÕt think this is a productive way
FMC of rushing the TACA revisions to establish a better working relationship 
through without giving shippers a chance to with the commission.Ó
comment; holding secret meetings with ÒThey have no grounds to complain.
TACA carrier representatives; and, creat- They (NIT League) are smart people. They
ing Òpublic doubts about basic fairness.Ó have smart lawyers and they know there are

Emmett slammed the commission for legal impediments to doing what they called
allowing the revised TACA agreement to for,Ó she said. For example, restarting the
go into effect Oct. 24 without going through 45-day cycle which would have provided 
an additional 45-day comment period. for a comment period would have required

He also accused the commission of hold- a court ruling, she noted,
ing closed-door negotiations with TACA ÒThe NIT League charges are absolutely
officials over changes Òwhich would be unfair. I question the good faith of this
acceptable to the commission.Ó letter,Ó she said.

Emmett admitted agency rules allow the ÒThe very fact we asked for changes in
FMC to meet with conference representa- the TACA agreement shows we are con- 
tives. However, he charged that these talks cemed over shipper interests. We are very 
(which he calls ÒnegotiationsÓ) create Òthe concerned,Ó Hsu said, 
appearance that the commission is only She also noted that the FMC decided to
interested in the carrier s point o f view.Ó include the TACA agreement in the agencyÕs

The TACA changes will not ensure that wide ranging Fact Finding 21 investiga- 
the conference s anticompetitive actions tion, and that the agency will be monitoring 
will disappear, Emmett said. ÒIn essence, the new agreement Òlike we did with the 
the changes ... appear (to be) generally TAA.Ó

procedural and not substantive.Ó FM C Õs general counsel R obert D.
ÒSince the collective marketing strength Bourgoin said there was no way the FMC

of the TAA creates a virtual cartel in the could legally add on another 45-day pe-
transatlantic shipping trades, the changes riod.
cannot guarantee that the carriers will of- He also took issue with NIT LeagueÕs
fer independent action to create more com- characterization of FM CÕs ÒapprovalÓ of 
petitive pricing, establish reasonable rates the TACA agreement. The FMC decided to 
for their services, or negotiate fairly,Ó let the agreement go into effect, Bourgoin 
Emmett concluded. Hence, the League said. ÒThe FMC does not approve agree- 
believes the commission unwisely has de- ments. The FMC has not approved any 
cided to place upon itself an extremely agreements since 1984.Ó 
difficult and heavy obligation to continu- And, the law does not provide for bring-
ously monitor TACA carefully in order to ing third parties like NIT League in on the 
protect the vital interests of the United talks the FMC had with the TAA officials, 
States shipping community . This situation Bourgoin said. The law makes it clear that 
could have been avoided if the commis- any information relating to agreements is to 
sion had paid attention to the actual cus- be treated confidentially by the commis- 
tomers o f the carriers.Ó sion, he added. ÒTherefore there is no way

. . a third party could be involved in the dis-
C Officials Fight Back. EmmettÕs cussions without violating the law Ó the 

charges were immediately rebutted by FMC FMC general counsel said. Õ !
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Major Railroads 
Serving Oakland
Ñ  Santa Fe
Ñ  Southern Pacific 
¥ ¥ ! Union Pacific

Three major rail lines have their 

intermodal terminals in or near the Oakland 

harbor. No other West Coast port has these 

connections. Or efficiency and flexibility.

We offer more than 45 same-day 
departures over SP, UP and Santa Fe mainlines 
to major markets throughout the U.S.

In Oakland, a truck can make six 

roundtrips between the railyard and ship 

terminals daily. Compare this to two 
roundtrips at other ports. Advantage Oakland.

Add this to our ample linehaul capacity, 

lack of congestion and easy freeway access, 

and you get reliable service at a competitive 

price.
So, if you want to make the right 

intermodal connections, call Oakland. Find 

out why 10 trans-Pacific lines now call 

Oakland first eastbound.
If you have questions about ail the 

advantages a modern port like Oakland has to 

offer, call us at (510) 272-1305.
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FMC probes space-sharing terms
ÒYou may charter space on my ship to build your 
business, but you must accept my rules, and once 

your business is big enough to stand on its own two 
feet, you cannot walk away from our agreement and 

become a competitor.Ó

By Tony Beargie

You cannot find those exact words in the 
Vessel Sharing Agreement signed by Sea- 
Land Serv ice, P&O C ontainers and 
Nedlloyd in March 1988. You cannot find 
them in agreements the three-member VS A 
Group signed with Maersk and OOCL in 
February 1993.

But the restrictions are there, spelled out 
in fancy legal language.

A staff economist at the Federal Mari-
time Commission now claims the restric-
tions may be a technical violation of the 
Shipping Act of 1984.

The terms, according to Karen V. Gre-
gory, an industry econom ist w ith the 
commissionÕs bureau of trade monitoring

and analysis, restrict the right of Maersk, 
OOCL and any other signatory to join or 
quit the transatlantic conference any time 
they wish and violate the concept o f open 
conferences which is fundamental to the 
American law.

But Stanley Sher, a Washington attorney 
who is special counsel for the Trans-Atlan- 
tic Conference Agreement during the FMC Õ s 
current investigation of TACA, said itÕs a 
non-issue.

ÒThese agreements do not contain any 
anticompetitive effects and in fact they pro-
mote efficiency and enhance service,Ó Sher 
told American Shipper.

The question of space-sharing agreements 
came up in late October during a five-day 
round of hearings, part of a series that FMC

staffers have conducted in the commissionÕ \ 
investigation of TACA and its predecessor 
the Trans-Atlantic Agreement.

VSA Rules. FMC investigators noted the 
complex web of space-sharing agreement! 
in the transatlantic trade and homed in or 
the Vessel-Sharing Agreement o f Sea-Land 
P&O and Nedlloyd.

Since the VSA was established in 1988 
it has been amended to allow space to be 
chartered to Maersk and Orient Overseas 
Container Line.

FMC investigators pointed out that the 
VSA requires membership in the confer-
ence and participation in the conferenceÕs 
rate and contract committees, and imposes 
restrictions on carriers seeking to cut their 
ties with the VSA.

For example, OOCL, once a strong non-
conference transatlantic carrier, had to give 
up its independence in order to use space on 
VSA vessels.

And if a carrier wants to quit using VSA 
space, it must give six monthsÕ irrevocable 
notice and cease operations in the trade by 
the end of the six months. Any withdrawing 
line also is prohibited from re-entering the 
trade for five years from the effective date 
of their withdrawal or until March 28,2001, 
whichever is earlier.

TO BRING YOU OUR NEW ASIA-PNW SERVICE, WE REJ

Starting December, it's no longer a stretch to access i 
Pacific North West from the Mediterranean. That's whe 
launch their new weekly Asia-PNW service.

Before we shook on it, however, we11 1 f e; 
partner with a similar tradition in customer service. Whc 

than Lloyd Triesfino-established like Italia Line for over 
and who has served Asia from the Med since its inceptio

50 CRAGW00D ROAD, SOUTH PLAINFIE

^
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Withdrawing carriers also are required to 
provide remaining VS A members with their 
customer lists and to recommend the VS A 
carriers to their customers.

Sher said the exit conditions contained in 
some of the space-sharing agreements are 
not unusual.

ÒCommitments to stay in VS As are very 
normal,Ó he said. ÒBoth parties make sig-
nificant business commitments. These long-
term commitments are normal and should 
be expected.Ó

FMC Economist. In her testimony, Gre-
gory painted a picture of a domineering and 
highly-disciplined transatlantic conference, 
and raised questions about relationships 
between the conference and various space- 
sharing agreements.

When OOCL began using VS A space, it 
and Polish Ocean Lines joined the Trans- 
Atlantic Agreement and removed all of 
their vessels from the trade, effectively 
reducing capacity, Gregory noted.

ÒThis ... aligns OOCLÕs pricing with that 
of the VS A group and Maersk, thereby re-
ducing competition among these carriers,Ó 
she said. ÒReduced competition among these 
carriers would also represent a reduction in 
intra-conference competition within TAA.Ó

And although the 1984 Shipping Act

ÒOne reason we want this 
in the record is the com-
plexity o f intra-carrier 

relationships.Ó

requires open conferences, Òboth the nature 
of all VSAs and the construction of particu-
lar VS As would apparently constrain TAA 
carriers from quickly and easily exiting 
TAA in order to operate as independent 
competitors,Ó Gregory said. ÒIn fact, the 
exit constraints... prevent any withdrawing 
party from subsequently competing in the 
trade.Ó

She said that Òcan have serious implica-
tions for the transatlantic trade since these 
same carriers are also members of TAA.Ó

142 Agreements On File. The number 
o f space-sharing agreements on file with 
the FMC for all trades has increased from 
76 in 1990 to 142 today, Gregory said.

Most space-sharing agreements in the 
transatlantic are between or among confer-
ence carriers, Gregory said. There are no 
such agreements between transatlantic in-
dependents and TACA carriers, she said.

ÒThis is not unexpected given the differ-
ences between conference and independent 
carrier pricing schemes,Ó Gregory said. 
ÒCurrently, all TAA carriers participate in 
VSAs of various types.Ó

ÒOne reason we want this in the record is 
the complexity o f intra-carrier relation-
ships,Ó an FMC official said, adding that 
the commission wanted to give the confer-
ence a chance to correct any misinforma-
tion.

TACA officials were expected to testify 
in mid-November at the last scheduled round 
of hearings on the TAA/TACA investiga-
tion.

If the commission finds any wrongdo-
ing, the agency could directly challenge the 
restrictions contained in the space-sharing 
agreements.

ÒThe FMC could knock out what the 
carriers are doing indirectly b u t ... cannot 
do directly under the conference agree-
ment,Ó American Shipper was told.

This would not be rolled into the TAA/ 
TACA fact-finding investigation. It would 
require a separate FMC investigation.

Another option would be to join VSA 
and TACA issues under a Section 6 (g) 
proceeding. Section 6(g) of the 1984 act 
authorizes the commission to act against 
anticompetitive carrier agreements. !

TENDED OURSELVES.
resultant rotation is: La Spezia-Fos-Barcelona-Valencia- 
Jeddah-Singapore-Hong Kong-Kaohsiung-Osaka-Tokyo- 
i-Vancouver-Tokyo-Osaka-Hakata-Kaohsiung-Hong Kong- 

Dre-Colombo-Jeddah-Piraeus-La Spezia.
114 vessels, extremely competitive transit times and the 
-on" touch our customers expect and appreciate, the new 
service adds up to one thing. Even greater reach. Dl NAVIGAZIONE ¥ SOCIETA PER AZIONI

)80 ¥ TELEPHONE: ( 908)  561- 5300 ¥ ( 800)  424- 8252  (OUTSIDE NEW JERSEY) ¥ FAX: ( 908)  561- 5302
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Shared vessels
Every major U.S. Atlantic and Gulf containerport has at 
least weekly conference service to North Europe. Boston, 
New York, Baltimore, Norfolk, Charleston, Miami, New 
Orleans and Houston have weekly independent service.

By Joseph Bonney

You can look at ship cards and sailing 
schedules for a week and never get an idea 
of the range of service available to ship-
pers between North America and North 
Europe.

The usual sources of information con-

vey the image of a mammoth fleet o f ships 
(many listed by non-vessel-operating com-
mon carriers) going back and forth. The 
picture is further confused by the fact that 
different operators will show the same 
ship in different locations at the same 
time.

Add the constant talk of load-center ports

and the cacophony of shipper complaints 
about inadequate service, and itÕs easy to 
come away with the impression that ship-
pers have pitifully few options for routing 
their cargo.

ItÕs true that containerships are getting 
bigger and that carriers are trying to con-
solidate port calls to realize economies of 
scale, keep rates low and get the best return 
from expensive capital investments.

But during the last decade, something 
else has been going on.

Since the 1984 Shipping Act cleared the 
way for rationalization of carrier services, 
containership operators have developed a 
web of slot charters, joint services and 
vessel sharing agreements.

Untangling this web of intercarrier agree-
ments is a complicated business, but the net 
result is this: Every major North American 
container port on the Atlantic and Gulf 
coasts has at least one ship a week sailing 
directly to and from North Europe, and 
some ports have considerably greater fre-
quency Ñ eight or more ships a week in the 
case of New York/New Jersey.

Transatlantic container service from North Atlantic ports
North American Ports** Frequency European Ports Called**
Halifax

ACL/HL/MSC/POL
HL/NYK/NOL/ACL
*ABC

Weekly  
Weekly  
14 days

Le Havre, Rotterdam, Bremerhaven, Antwerp  
Antwerp, Bremerhaven, Rotterdam, Thamesport  
Liverpool, Antwerp, Rotterdam, Hamburg

Boston
S-L/P&O/NED/OOCL/MAERSK  
ACL/MSC/POL  
*LYKES/DEPPE 

New York/New Jersey
S-L/P&O/NED/OOCL/MAERSK
ACL/HL/MSC/POL
ACL/MSC/POL
HL/ACL/NYK/NOL
DSR-SEN/CY
Ô EVERGREEN
*LYKES

Weekly
Weekly
Weekly

3x Weekly
Weekly
Weekly
Weekly
Weekly
Weekly
14 days

Bremerhaven, Felixstowe, Rotterdam, Le Havre  
Antwerp, Bremen, Hamburg, Felixstowe, Le Havre  
Antwerp, Bremerhaven, Felixstowe, Le Havre

Bremerhaven, Felixstowe, Rotterdam, Le Havre
Liverpool, Le Havre, Rotterdam, Bremerhaven, Gothenburg, Antwerp
Antwerp, Bremerhaven, Rotterdam, Le Havre
Antwerp, Bremerhaven, Rotterdam, Thamesport
Le Havre, Rotterdam, Bremerhaven, Hamburg, Felixstowe, Antwerp
Hamburg, Thamesport, Le Havre, Antwerp, Rotterdam
Antwerp, Bremerhaven, Felixstowe, Le Havre

Philadelphia/Chester, Pa.
*ABC
'INDEPENDENT

14 days 
9 days

Liverpool, Antwerp, Rotterdam, Hamburg  
Antwerp

Baltimore
ACL/HL/MSC/POL
ACL/MSC/POL
Ô EVERGREEN
*LYKES

Weekly  
Weekly  
Weekly  
14 days

Bremerhaven, Felixstowe, Rotterdam, Le Havre  
Antwerp, Hamburg, Bremerhaven, Le Havre  
Hamburg, Thamesport Le Havre, Antwerp, Rotterdam  
Antwerp, Bremerhaven, Felixstowe, Le Havre

Richmond
'INDEPENDENT 9 days Antwerp

Hampton Roads
S-L/P&O/NED/OOCL/MAERSK
ACL/HL/MSC/POL
MSC/POL/ACL
HL/ACL/NYK/NOL
DSR-SEN/CY
'LYKES/DEPPE
ÔLYKES
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Weekly  
Weekly  
Weekly  
Weekly  
Weekly  
Weekly  
14 days

Bremerhaven, Felixstowe, Rotterdam, Le Havre
Le Havre, Rotterdam, Bremerhaven Antwerp
Antwerp, Bremerhaven, Hamburg, Felixstowe, Le Havre
Antwerp, Bremerhaven, Rotterdam, Thamesport
Le Havre, Rotterdam, Bremerhaven, Hamburg, Felixstowe, Antwerp
Antwerp, Bremerhaven, Felixstowe, Le Havre
Antwerp, Bremerhaven, Felixstowe, Le Havre
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And because most ships are operated 
under space-sharing arrangements by dif-
ferent carriers which market their services 
independently, the possibilities are multi-

plied.
Most o f the service between North 

America and North Europe is provided by 
members of the TACA, formerly known as 
the Trans-Atlantic Agreement. TACA mem-
bers participate in several overlapping 
space-sharing agreements that provide di-
rect service from ports ranging from Halifax 
to Veracruz.

The most prominent of these space-shar-
ing arrangements is the Vessel Sharing 
Agreement, which has operated since 1988 
with ships acquired from bankrupt United 
States Lines.

Independents. Evergreen, the main in-
dependent carrier in the trade, operates on 
its own in the North America/North Europe 
trade, without partnerships with other carri-
ers on the trade. The Taiwan-based line has 
weekly sailings from New York/New Jer-
sey, Baltimore and Charleston.

Lykes, another non-TACA carrier, oper-
ates by itself from North Atlantic ports and 
in a slot-charter agreement with Deppe Line 
from the South Atlantic and U.S. Gulf.

Independent Container Line, anothernon- 
TACA carrier, sails every nine days from 
Chester, Pa., and R ichm ond, Va., to 
Antwerp, from where cargo is transshipped 
to Ireland and Baltic ports.

A nother independent carrier, ABC 
Containerline, sails twice a month with

container/bulk carriers from Gulfport, Miss.; 
Charleston, Philadelphia and Halifax. The 
service is part o f a round-the-world sched-
ule with container/bulk ships that haul il- 
menite ore from Australia to a Du Pont 
plant near Gulfport.

Complaints Persist. Shippers have con-
tinued to complain that even with the fre-
quent sailings, there is little true competition 
in a trade dominated by the Trans-Atlantic 
Conference Agreement. TACA lines con-
trol more than three-fourths of the slots in 
the trade.

But even the most vocal critics on the 
shipper side acknowledge that the space- 
sharing agreements have widened the choice 
of service routings. !

Transatlantic container service from Gulf and South Atlantic ports

North American Ports** Frequency Furnpean Ports Called**

Wilmington, N.C.
MSC/POL Weekly Antwerp, Bremerhaven, Hamburg, Felixstowe, Le Havre

Charleston
S-L/P&O/NED/OOCL/MAERSK
'EVERGREEN
ÔLYKES/DEPPE
MSC/POL
HL/TMM/TECOMAR/ACL
*ABC

3x Weekly
Weekly
Weekly
Weekly
Weekly
14 days

Rotterdam, Bremerhaven, Felixstowe  
Hamburg, Thamesport, Le Havre, Antwerp, Rotterdam  
Antwerp, Bremerhaven, Felixstowe, Le Havre  
Antwerp, Bremerhaven, Felixstowe, Le Havre  
Antwerp, Bremerhaven, Felixstowe, Le Havre  
Antwerp, Rotterdam, Liverpool, Hamburg

Savannah
HL/ACL/NYK/NOL
DSR-SEN/CY
MSC/POL

Weekly
Weekly
Weekly

Antwerp, Bremerhaven, Rotterdam, Thamesport
Le Havre, Rotterdam, Bremerhaven, Hamburg, Felixstowe, Antwerp
Antwerp, Bremerhaven, Felixstowe, Le Havre

Jacksonville
S-L/P&O/NED/OOCL/MAERSK Weekly Rotterdam, Bremerhaven, Felixstowe

Port Everglades
S-L/P&O/NED/OOCL/MAERSK Weekly Rotterdam, Bremerhaven, Felixstowe

Miami
HL/ACL/TMM/TECOMAR
MSC/POL
*LYKES/DEPPE

14 days 
Weekly  
Weekly

Antwerp, Thamesport, Bremerhaven, Le Havre  
Antwerp, Bremerhaven, Felixstowe, Le Havre  
Antwerp, Bremerhaven, Felixstowe, Le Havre

Gulfport, Miss.
*ABC 14 days Liverpool, Antwerp, Rotterdam, Hamburg

New Orleans
HL/ACL/TMM/TECOMAR
MSC/POL
ÔLYKES/DEPPE

Weekly
Weekly
Weekly

Antwerp, Thamesport, Bremerhaven, Le Havre  
Antwerp, Felixstowe, Bremerhaven, Le Havre  
Antwerp, Bremerhaven, Felixstowe, Le Havre

Houston/Galveston
S-L/P&O/NED/OOCL/MAERSK
HL/ACL/TMM/TECOMAR
MSC/POL
*LYKES/DEPPE

Weekly
Weekly
Weekly
Weekly

Rotterdam, Bremerhaven, Felixstowe  
Antwerp, Thamesport, Bremerhaven, Le Havre  
Antwerp, Bremerhaven, Felixstowe, Le Havre  
Antwerp, Bremerhaven, Felixstowe, Le Havre

Altamira/Veracruz
HL/ACL/TMM/TECOMAR
*LYKES

Weekly
Weekly

Antwerp, Thamesport, Bremerhaven, Le Havre  
Antwerp, Bremerhaven, Felixstowe, Le Havre

T A ã A Some European ports served indirectly.
* Non-TACA carrier Double calls (load only/discharge only) counted as one.  
** Not all lines load/discharge at all ports listed.

o lS e a ? C o iE S  Line; PSO PSO Containers; POL - Polish Ocean Lines; TMM - Transponacion Maritime Metticana.
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Global shippervoice
European, Japanese and American shippers hope 
a single loud voice will be easier to hear. Will it be 
a problem-solver or problem-multiplier?

By Elizabeth Canna

Shipper groups the world over want to be 
part of any decision-making, regulatory or 
otherwise, that is shaping the fate of ocean 
carriers.

For that reason three international ship-
per advocacy groups held a summit meet-
ing in Brussels on Oct. 28.

ÒShippers need to be part of the process,Ó 
said Ed Emmett, president of the U.S.-based 
National Industrial Transportation League.

The meeting brought NIT League del-
egates together with counterparts from the 
European Shippers Õ Councils and the Japan 
ShippersÕ Council for the first time. The 
summit took place on the initiative of the 
Europeans, who have been holding annual 
meetings with the Japanese for 13 years.

Following theirmeeting, the three groups 
issued a joint declaration Òto set forth the 
positions of shippers concerned with trade 
and transport regarding international ship-
ping on issues which are of major concern 
to the worldÕs three largest trading areas,Ó 
the declaration stated.

ÒGenerally speaking, i tÕs not a lot differ-
ent than what happened in the U.S. when 
NIT League developed earlier in the cen-
tury with shippers sitting down to come up 
with a coordinated approach,Ó Emmett said.

Antitrust Immunity. For legal and prac-
tical reasons, the three shipper groups are 
limited in what they can do together, but 
one goal they do share is to minimize, or 
eliminate altogether, carrier antitrust im-
munity.

Recent regulatory decisions in the U.S. 
and Europe have curtailed activities under-
taken by the Trans-Atlantic Agreement and 
its successor, the Trans-Atlantic Confer-
ence Agreement. Similarly, decisions pend-
ing in cases against the Far Eastern Freight 
Conference, the Europe Asia Trades Agree-
ment and other carrier pacts are not ex-
pected to go well for the carriers.

In other words, the timing is convenient 
for shippers to jointly push their agenda.

ÒW eÕre not against conferences in the 
ESC,Ó said ESC secretary general Henrik 
Baasch. ÒI believe they will have a dimin-
ishing importance. Decisions that have been 
taken and will be taken will weaken the 
conference system, and I think itÕs logical it 
should be weakened.Ó

ÒI cannot understand how big interna-
tional container lines determine pricing and 
service levels by considering the slowest 
and least efficient line,Ó Baasch observed. 
ÒI really fail to see how it can be to the

ÒI f  there are some 
compromises between our 
ultimate goal and where 

we are today, weÕre willing 
to do those

advantage of the most efficient.Ó
The conference system wouldnÕt be 

mourned by shippers if it were to pass into 
oblivion. But the shippers also realize that 
could take some years. In the meantime, 
thereÕs a lot of room for improvement.

ÒI tÕs a goal,Ó acknow ledged Roger 
Wigen, chairman of NIT League and man-
ager of transportation policy and industry 
affairs at 3M Logistics. ÒBut w eÕre more 
interested in something that makes it easier 
to do our transportation business. To do 
that, if there are some compromises be-
tween our ultimate goal and where we are 
today, weÕre willing to do those.Ó

As for the Japanese, their main worry 
these days is the potential emergence of a 
new conference in a widely-flung market 
where antitrust regulation barely exists: 
intra-Asia.

ÒFrom recent activities o f the Intra-Asia 
Discussion Agreement, it appears they are 
becoming a price-fixing cartel,Ó said Toshio 
Suda, managing director of the Japan Ship-
persÕ Council.

Talking It Out. The shippers say they want 
to create a dialogue with the carriers, but 
discussions being sought by the shippers 
may not be the ones the carriers are used to.

ÒI donÕt think shippers are going to be 
interested in having consultations with A t-
lantic lines or Pacific lines on rates,Ó said 
ESCÕs Baasch. ÒIt doesnÕt seem to be very 
attractive for the shippers. It contradicts 
what we want: to have relationships with 
individual lines.Ó

In the European Union, conferences are 
required by law to consult with shippersÕ 
councils on a wide range of issues. But, de-
pending on the trade lane, European consul-
tations in recent years have flagged, or broken 
down completely while legal cases pend.

Baasch said ESC has engaged in infor-
mal talks with the Eastbound Management 
Agreement, a unit of the Far Eastern Freight 
Conference, even though they have not 
formally consulted with EMA or FEFC in 
more than two years.

As for the Atlantic, with the exception of 
the Canadian Conference, where Baasch says 
fruitful consultations continue, the acrimony 
engendered by TAA/TACA has hurt any 
possibility o f even informal talks until that 
agreementÕs legal status is sorted out.

Changing times have taken their toll on 
traditionally close relationship shared by 
JapanÕs big shippers and carriers.

And in the U.S., the shipper-earlier dia-
logue is in trouble. Four years ago a discus-
sion group was formed under the auspices of 
the NIT League. The aim was to bring ship-
pers together with the highest-level carrier 
executives so a big-picture solution could be 
found. But, given the heightened rhetoric 
from both sides, it would seem the discussion 
group hasnÕt had the desired effect.

32 AMERICAN SHIPPER: DECEMBER 1994

Governments. The shippers want the 
ear of the governments as well.

Though the European Commission in 
Brussels appears to be deciding cases in 
favor of the shipper position, ESC still 
worries that the system works against the 
transport users.

As an example, Baasch offered the re-
cent decision by the EC declaring the TAA 
to be an illegal agreement. Part of that 
decision requires TAA to inform customers 
within two months that they have the right 
to renegotiate TAA contracts. Ironically, 
ESC, which was a formal complainant in 
the case against TAA, had not yet received 
a copy of this decision a week after it had 
been delivered to TAA.

ÒI find it odd that itÕs the lines that are in 
breach, who have shown at every opportu-
nity a lack of good faith, and who have been 
given the responsibility of informing ship-
pers o f their rights,Ó Baasch said.



REGULATORY

Joint Shipper Declaration
E u r o p e a n  S h i p p e r s Õ C o u n c i l s  ¥  J a p a n  S h i p p e r s Õ C o u n c i l  

N a t i o n a l  I n d u s t r i a l  T r a n s p o r t a t i o n  L e a g u e

Pricing MechanismsCommon Interests
T h e in t e r n a t io n a l c o m m u n it ie s o f  in d u s t r y a n d c o m-

m e r c e IN THE THREE MAJOR TRADING AREAS OF THE WORLD HAVE 
COMMON INTERESTS AS USERS OF OCEAN LINER SERVICES, EVEN 
THOUGH THEY ARE COMPETITORS IN WORLD MARKETS.

Industry and commerce in Europe, Japan and the United 
States of America have a common interest in assuring that 
products traded between these parts of the world are transported 
in a reliable and cost efficient manner. Although shippers are 
also competitors in world markets, they have agreed to work 
together to secure a competitive level of transport service in the 
three main trade lanes which link them together. Their sole aim 
in doing this is to assure the reliability and cost efficiency of the 
transport services which are provided on these trade lanes.

Supply and Demand
Sh ippin g s e r v ic e s mu s t b e c o m pe t it iv e, b y  b e in g s u b je c t

TO THE NORMAL FORCES OF SUPPLY AND DEMAND.

Reliability and cost efficiency in shipping may only be 
assured if transport services are subject to the normal forces of 

supply and demand.
Shippers in Europe and the U.S. therefore congratulate the 

European Commission on steps recently taken regarding their 
mutual trade which in principle require shipping lines to respect 
the same rules on competition which apply to industry and 
commerce. Shippers in Europe, Japan and the United States of 
America also welcome the activities of the United States 
Federal Maritime Commission which is looking into practices 
of certain groupings of shipping lines.

They call upon their respective governments to monitor 
activities of shipping lines in the three major world trades so that 
a healthy state of competition may be established in the indus-
try. These governments should seek appropriate ways for this 
requirement to be fulfilled worldwide.

Shippers understand the need to develop technical agree-
ments among shipping lines serving the same trade (consortia) 
with a view to making maritime services more efficient, thus 
decreasing costs to the shipper and improving profits for the 

lines.

Sh ippe r s r e q u ir e f l e x ib l e  a n d c l e a r l y u n d e r s t a n d a b l e

PRICING MECHANISMS THAT APPLY COMMERCIAL PRINCIPLES AND 
THAT SUIT THE NEEDS OF ALL CATEGORIES OF SHIPPERS.

Ocean carriers should make available price information 
which is simple and clear to understand. It is the responsibility 
of the lines to make sure that their tariffs cover all normally 
occurring costs, including fluctuations in exchange rates or in 
the cost of fuel. Tariffs must also cover port related costs such 
as THC and CHC which must be cancelled or at least incorpo-

rated into the base rate.
In order to promote the trade, shipping lines must not in any 

way be prevented from meeting justified requests from shippers 
to negotiate individual pricing arrangements with individual 
lines. The outcome of these negotiations must remain confiden-
tial between the parties. These agreements should have the 
flexibility to be conducted on a port-to-port, point-to- point or 

global basis.

Ttpms For Discussion
Sh ippe r s pr o po s e c o o pe r a t io n w it h  s h ipo w n e r s in  o r d e r

TO MODERNIZE SERVICES AND BUSINESS PROCEDURES.

Shippers wish to participate collectively in a constructive 
dialogue with groupings of shipowners in an effort to better 
integrate shipping into their total logistics chain. Items for 
discussion span from the choice of equipment to the systematic 
development of administrative procedures. These discussions 

could lead in part to:
¥  Development of generic provisions that could be con-

sulted for inclusion in individual shipping contracts as agreed 
between the parties.

¥  Modernization of transport equipment to be used, as for 
instance the development towards the second generation of

containers (ISO 02).
¥  Improvement of international legislation on shipping in 

such fields as liability (application of Hamburg Rules), safety

and environment.
¥  Electronic data interchange systems (EDI) that are com-

patible on a worldwide basis.
¥  Creation of a clear and simple tariff structure based on all- 

inclusive rates, surcharges are to be abolished or incorporated 

into the basic rate.
¥  A shipperÕs choice in ports of call.
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REGULATORY

there is still time to negotiate a longer-term 
solution to the multimodal pricing dilemma.

In its Report on Competition Policy and 
Maritime Transport delivered to the Euro-
pean UnionÕs Transport Council in June, 
the European Commission suggested ways 
in which conferences could pass more of 
the benefits of carrier cooperation on to the 
shipping public, and thereby possibly re-
tain the ability to jointly fix through rates.

The Commission even suggested it would 
do what is necessary to create the appropri-
ate legal/regulatory environment to accom-
m odate m u ltim odal p rice f ixing 
(Shipowners continue to maintain that this 
environment already exists).

The shipowners have three choices.
(1.) They can take the political route, 

engaging in serious negotiations with the 
Commission.

(2.) They can choose the legal route, 
taking their battle for multimodal price fix-
ing through the appeals process.

(3.) They can do both.
At this writing it was not clear whether the 

carriers and their lawyers would pursue ap-
peals in the TAA and FEFC cases. But the 
chief shipping line spokesman, P&O Group 
chairman Lord Sterling, indicated a dialogue 
to discuss the behavior changes envisioned 
by the Commission is under way.

Not Much New. In fact, there isnÕt much 
new or revolutionary about the changes sug-
gested by the Commission in its June report.

Over the years conference carriers have 
taken advantage of antitrust immunity to 
explore new methods of cooperation above 
and beyond simple price fixing.

Many a project has been launched bring-
ing the shipowners together to find more 
efficient ways of using their equipment or 
promoting industry-wide systems develop-
ment. Some of the projects have succeeded, 
some havenÕt.

When joint initiatives have faltered, itÕs 
often been because the activities that seem so 
logically suited to cooperation are the very 
areas where carriers feel they need to distin-
guish themselves for competitive reasons.

There is little to differentiate one confer-
ence line from another when it comes to 
basic service and pricing patterns. So itÕs in 
the value-added aspects of transportation 
logistics where carriers see an opportunity 
for a competitive edge.

In addition, shipping lines have found it 
impossible to make much progress in a 
vacuum. Successful change has often been 
stymied when vendors and customers canÕt 
or wonÕt play along.

From the viewpoint of a non-practitio-
ner, the CommissionÕs ideas seem simple
f*nnnah  m a lÕp conca M ,-1   Õ   . .

Why BrusselsÕ view is a lot less cluttered than 
the shipownersÕ perspective down in the real world

By Elizabeth Canna

Conferences say they cannot go on with-
out being able to fix multimodal freight 
rates.

The European Commission says confer-
ences canÕt go on fixing multimodal freight 
rates unless they use their cartel privileges 
in a more user-friendly way.

Brussels and the shipowners disagree 
greatly on whether transport users already 
reap a fair share of the benefits of carrier 
cooperation, as required by European Union 
law.

They also disagree on how user-friendly a 
liner conference should and could be without 
falling apart. But, despite the widely diver-
gent opinions, there is still a slim possibility 
that multimodal price fixing could survive.

Though the Commission has ruled against 
intermodal pricing in its case against the 
Trans-Atlantic Agreement, and is expected 
to do the same any day now in another case 
against the Far Eastern Freight Conference,

The activities that seem 
so logically suited 

to cooperation are the very 
areas where carriers feel 
they need to distinguish 

themselves fo r competitive 
reasons.
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EUROPEAN SHIPPERSÕ PERSPECTIVE

gust American Shipper, page 46) to the 
effect that a volunteer team of five shippers 
and five carriers should be locked up in 
something like a distant monastery and not 
Ñ ------------------------  be released until and

The Berzon unless they find a
, commercial solution

proposal t0 the currgnt legal
sounds drastic, and commercial pre-

But there is dicament of the car-

merit in it. neff; ã
Ihe Berzon pro-

---------------------------  posal sounds drastic,
and may raise legal questions relating to 
human rights. But there is merit in it indeed. 
In fact, it is not so different from what 
happened in Europe more than 30 years ago 
when governments in Europe more or less 
forced a very small number of shippers Õ and 
carriersÕ representatives, the Consultative 
Shipping Group (CSG), to come up with a 
consultative system and platform for the 
purpose of solving their ever-recurring dif-
ferences.

The point was to offer every chance for 
the parties to reach agreements, failing 
which, a conciliation procedure was fore-
seen thereby reducing the role of govern-
ments to the bare minimum. The team of six 
in Europe drafted the Note of Understand-
ing which was approved by the bodies rep-

resenting shippersÕ and carriersÕ interests, 
ESC and CENSA.

Subsequently, the detailed rules cover-
ing the most important elements of confer-
ence business were adopted in the form of 
joint recommendations.

All of that was topped off by the adoption 
of a Code of Conference Practices. O f course, 
not everything was perfect, and cases of rules 
being ignored or poorly applied occurred. 
But the same must be said of our current laws 
at either end of our common ocean.

A Long Shot.
Just to offer an idea of something which 

is roughly compatible with both EU 4056/ 
86 and the U.S. 1984 Act, one could think 
of a system, based on appropriate rules in 
the basic agreement, which allows mem-
ber lines, individually or collectively as 
varying groups (not the whole conference) 
to contract with shippers or shippersÕ as-
sociations for house-to-house terms, or 
indeed any other terms beyond port-to- 
port. Shippers who prefer house-to-house 
terms will get what they want or at least 
what is commercially obtainable in nego-
tiation.

Shippers who have no interest in house- 
to-house transport simply carry on with the 
conference for just ocean carriage, either on

Introducing ATFI Retrieval G Docum entation

IBM AS/400  software produces quotations and rates bills of-lading. 

Easily m aintained through a rule-baser) processor.

Fast and accurate results.

Translates ATFI tariffs into easily read formats.

Customized through TL1 rules list.

Provides context sensitive help and on-line ru le descriptions. 

Allows entry o f multiple origin and destination ports. i ´

Calculates base rates and assessorial charges.

i& E m

the basis of conference rates or service 
agreements,as they wish.

This is probably in order with 4056/86 
which does not allow inland rate fixing, 
which is precisely what this type of confer-
ence would not do.

There would be no general inland rate 
fixing by the cartel, which means there 
would be no cartel beyond the ocean. There 
wou ld be on ly  ind iv idua lly -ag reed  
intermodal contract rates which would dif-
fer from shipper to shipper depending on 
volumes, contribution to carriersÕ efficiency 
and productivity, supplementary value- 
added logistics services, etc.

In the unlikely case that the Commission 
found this to be in conflict with the general
---------------------------  prohibition in Article

There would be 85,1 ol the Treaty of
, Rome, the carrier

O car e groups party to such
beyond the a system could sim-

ocean.

I MANAGEMENT!
D Y N A M I C S F o r m o re  in fo rm a t io n
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ply apply for an indi-
v idual exem ption 

'  under Article 12 of 
4056/86, which most probably would be 
granted.

Such a system would probably be admis-
sible under the U.S. act too, because 
intermodal authority and service contracts 
are allowed.

Amending Legislation.
If, after brainstorming and legal study, 

conflicts still exist with current legislation, 
carriers and shippers should have the cour-
s e  to go together to the European Com-
mission and/or the FMC and sort out where 
their respective laws need to be amended.

As far as the European Commission is 
concerned, several very high-ranking offi-
cials and two successive commissioners in 
charge o f competition have repeatedly and 
publicly encouraged shipowners to come 
and engage in a dialogue with the Commis-
sion. They have intimated that the much 
more communicative attitude of several 
other sectors of economic life did contrib-
ute to finding solutions to their problems.

John Temple Lang, the director respon-
sible for competition, said way back at the 
1992European Maritime Law Organization Õ s 
conference, ÒIt has been a characteristic of 
the maritime shipping industry, not shared 
by any other industry, that it has been unwill-
ing to be open and frank with the Commis-
sion on questions of Community competition 
law ... This attitude which is difficult to 
understand, has made it unnecessarily and 
excessively difficult to approach any prob-
lems constructively.Ó

The team proposed by Michael Berzon 
could and should also remedy this situa-
tion. !
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AN AMERICAN SHIPPERSÕ PERSPECTIVE

By Michael B. Berzon

M a ritim e

R eform  1995

The post mortem on maritime legislation 
doing the rounds seems to miss the point. The 
conclusion most often heard identifies the vil-
lain as a little-used, ancient parliamentary pro-
cedure invoked by Sen. Pressler. This sounds 
like Òthe ship went aground because she hit the 
shoals.Ó A little root-cause analysis would show 
that the parliamentary maneuver was just that. 
The reason it was invoked is shipper disenfran-
chisement. From the outset, shippers asked to 
be included in the process, especially since it 
looked like they were going to be footing the bill 
at the end of the day. Shippers might have been
willing to consider___________________
compromise in re-
turn for concession Little progress
from the carriers. It is possible Until
seemed from the these issues are 
start to be an all-or- , . . . .
nothing proposi- dealt with openly
tion; under the and honestly.
circumstances the  _
outcome should not have surprised anyone. 
Unless a shipper-carrier dialogue on the sub-
ject opens up soon, all things being equal, 
weÕll be looking at further disenchantment 
and polarization at the end of the next session 
of Congress. In the words of that Golden 
Oldie: ÒThere, I said it again.Ó

Global Commerce is Constant.
The primary reason that ships and ocean 

earners exist is to carry commercial cargo 
among the trading nations of the world. 
Trade flows may grow, shrink and change 
direction but the need to satisfy global com-
merce is constant. Ships are also used to 
carry military cargo in times of national 
emergency. This requirement comes about 
as Òlumpy demandÓ: the need is not constant 
but spikes whenever an emergency arises. 
With this in mind, two important paradigms 
must be closely examined by all parties inter-
ested in maritime reform before re-embark- 
ing on another long and tortuous debate.

The first paradigm, that U.S.-flag mer-
chant vessels must also be available for 
military emergencies, may no longer be 
valid. It simply may not be the cost-effec-
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live, practical way of dealing with todayÕs 
military sealift needs. The second paradigm, of 
questionable validity, states that U.S. shippers 
need U.S.-flag carriers in order to maintain 
stability in the ocean trade lanes of the world or 
to keep the foreign-flag carriers under control 
(whatever that means). Are we still dragging 
around baggage from the Peloponnesian War 
(431-404 B.C.) and the British Empire of the 
18th Century?

Technology has at least as many applica-
tions on vessels as on aircraft. Take a look at 
the flight deck of most new commercial 
aircraft. What you see is two pilots and a lot 
of technology. Gone is the flight deck crew 
composed of pilot, co-pilot, flight engineer, 
navigator and radio officer. Compare this 
with the modem containership. Some carri-
ers are experimenting with minimal-size 
crews. Engine rooms are staffed on one shift, 
and only then with one or two people. Per-
haps a complement of a half-dozen people or 
less could run the whole ship. Training simu-
lators for resolving vessel navigation, ma-
neuvering, collision avoidance problems and 
emergencies are (or can be built) as sophisti-
cated as they are for aircraft.

Where does this lead? With smaller 
crewing requirements, the awesome task of 
finding the ready-trained specialists to run 
ships in times of military emergencies is 
lessened considerably. Put these crews 
through simulator exercises they could never 
duplicate on board ship and you end up with 
highly trained and competent professionals 
at the ready. A fleet of mission-specific, 
purpose-built ships are owned and main-
tained by the military to meet the lumpy 
demand. They are also used for live training. 
The funding for military sealift capability 
comes from the PentagonÕs budget. Routine 
military shipments would be handled by 
commercial earners using service contracts 
to establish requirements and rates.

FMC Should Run a Survey.
The second paradigm, U.S.-flag carriers 

protecting U.S. shippersÕ interests, rings a 
little hollow. It may have been valid once but

Michael B. Berzon
P.O. Box470
UnionviHe, Pa. 19375, USA.
Tel: (610) 347-2274 
FAX: (610) 347-0737.

in this day and age it is a little anachronistic. 
Perhaps a survey should be run, by the Federal 
Maritime Commission, of course, to find out 
what U.S. shippers actually think the benefit of 
U.S. carriers and U.S.-flag ships really is to 
them. Remember how we reacted some years 
ago to Detroit telling us that they had what we 
wanted? Twenty five percent or so, of us went 
out and bought foreign cars. It took a while for 
Detroit to get the message. Once they got 
around to asking the right questions, listening to 
and believing the responses, it required a lot of 
hard work and endless catching up. Today they 
seem to be reclaiming some of that lost ground. 
Good things eventually happen when a busi-
ness listens to its customers instead of telling 

------------------------------ themwhatÕsrightfor

Are we still thera
¥ , No one today is

dragging around exempt from re_
baggage structur ing and

from the downsizing; both

Peloponnesian shippers and ¡cean
t t / / T , ,  earners are deeply
War (431-404 involved in it. Busi-

B.C.) and nesses that have

the British been engaged in the

Empire o f the pªccss Wl11 prd>
f  J ably never stop re-

18th Century? structuring. Many
involved in global

trade have spent the last 10 years looking at 
new ways to cut corporate overhead and 
promote efficiency. Implementation has not 
been easy and its effects have disrupted 
individualsÕ lives, families and communi-
ties. For better or worse, this is reality. Those 
remaining are constantly looking for oppor-
tunities to streamline and speed up processes 
to remain competitive. Tell them that inter-
national trade must pay for military sealift 
capability and they will immediately want to 
know why, and continue to ask why until 
they get an answer that makes business sense. 
Consider again the two paradigms, never 
addressed in the 1994 legislative process. 
Little progress is possible until these issues 
are dealt with openly and honestly with all 
stakeholders participating in the discussion. !
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U K j I S T I C S
M A N A G E M E N T

The well-publicized march to globalization 
seems to be moving slowly Ñ  or not at all.

By Bruce Vail

American shippers talk a lot about 
globalization but putting a global strategy 
in place as a practical, day-to-day matter is 
a vexing and time-consuming process. So 
much so that the well-publicized march to 
globalization seems to be moving very 
slowly, or not at all, at least when it comes 
to ocean shipping.

That was the consensus when American 
Shipper contacted a number of shipping 
lines thought to be most affected by the 
globalization trend. Surprisingly, their views 
were largely echoed by the global shippers 
themselves.

Less surprising, shippers and carriers 
viewed the same set of circumstances and 
reached conflicting conclusions. Shippers 
seemed to view the carriers as a large ob-
stacle to true globalization. Carriers, on the 
other hand, said shippers are slow off the 
mark in organizing themselves globally.
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Global Accounts. About three years 
ago Sea-Land Service set up a ÒGlobal 
Services GroupÓ as a unit to deal specifi-
cally with its largest customers. The group 
was to appeal to the big shippers who want 
to deal with Sea-Land as a global service 
provider, rather than as a company that sells 
ocean transportation on one or more dis-
crete trade lanes.

One obstacle 
to globalization is that 

shipping lines, no matter 
how large, divide 

themselves into different 
divisions according 

to trade lanes.

Sea-Land officials were defensive and 
secretive about the group when contacted 
by American Shipper.

Officials there didn't want to talk about 
what specific shippers were involved. Nor 
did they want to talk in a general way about 
how they deal with their global customers. 
They even declined to provide an estimate 
of how many shippers met their definition 
of Òglobal.Ó

No Secret. But its no secret that the focus 
of the Sea-Land effort is about a handful of 
AmericaÕs largest users of ocean transpor-
tation. These are the same customers that 
are endlessly courted by almost all shipping 
lines.

They include General M otors, the 
worldÕs largest industrial organization, and 
the other big automakers. The chemical 
business is represented by giants like Du 
Pont and Monsanto. Despite nationwide 
trends to slim down, there are still a few
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huge industrial conglomerates around: 
General Electric has always been the lead-

ing example.
Names known in every household in 

America, like Kodak, are on the list. So are 
largely unheard-of companies like ones that 
represent a consortium of importers and 
specialize in low-cost retail merchandise 
from the sweatshops of the Far East.

One reason that Sea-Land might be un-
willing to talk about these customers is that 
it is currently undergoing a wrenching reor-
ganization that will inevitably result in 
people losing their jobs, perhaps among the 
global accounts group itself.

But another reason Ñ  one that was al-
luded to by Sea-Land and other shipping 
lines Ñ  is that successful dealing with 
global accounts has enormous implications 
for each of the carriers competing for that 
business.

T hose car r iers b e liev e  that the 
globalization trend will pick up steam. 
The largest shippers will refine their glo-
bal transport systems and those systems 
will be copied by new and growing com-
panies in the future. And most relevant to 
the ship lines is that the process will create 
big winners and losers among the carrier 
companies. Naturally, each is determined 
to be among the former rather than the 

latter

WhoÕs Who. More willing to talk was 
Paul Duvoisin, senior vice president and 
general manager of the U.S. subsidiary of 
P&O Containers.

He began by noting that the concept of 
global accounts is not new to either P&O or 
any of about 10 of the w orld 's large 
containership companies.

After all, P&OÕs long history has been 
built by connecting British industry to its 
overseas markets, wherever they might 
be. The same can be said for Hapag-Lloyd 
of Germany or Evergreen Marine of Tai-
wan.

Add to this list NYK Line, Mitsui O .S .K. 
and ÒKÓ Line to collectively represent Japa- 
nese industry. And a unique melding of the 
European maritime tradition and Asian eco-
nomic power has been Orient Oversea Con-
tainer Line, which sheltered itself in the tiny 
British colony of Hong Kong as it grew to 
become one of the worldÕs largest shipping 
companies.

The front rank of containership compa-
nies large enough to compete globally is 
rounded out by Nedlloyd and Maersk. 
While neither the Netherlands nor Den-
mark is individually large enough to sup-
port such fleets, a special skill in the art of 
cross-trading compensates for their small 

size.

The closest thing that 
Perrier has to a global 
contract with a carrier 
is an agreement with 

Evergreen Marine. An 
otherwise very good 

arrangement is marred 
by EvergreenÕs membership 

in a conference that sets 
rates between the Western 

Mediterranean area 
and the United States.

These are the best-established carriers to 
compete for global accounts, Duvoisin and 
others agreed, and each is working hard to 
insure that it is among the winners.

But one American shipper, who is not an 
admirer of the shipping fraternity, cautioned 
it would be unwise to overlook up-and- 
coming companies that could easily over-
shadow some of these others in the future. 
His list included DSR-Senator, Hanjin, 
Hyundai and Cosco.

Simplification. While the concept of 
being a global provider is not new, Duvoisin 
continued, there is good reason for the 
worldÕs leading carriers to reexamine how 
they deal with their biggest customers.

What global shippers want now is sim-
plification, he said. Globalization means 
expanding the sources of production and 
extending the reach of their markets. Ship-
pers who employ the traditional methods of 
dealing with carriers as they do this can then 
expect a geometric progression in the 
amount of work, time and trouble (and cost) 
that this requires.

Global shippers agreed that this is to be 
avoided, according to Duvoisin. The first

In EvergreenÕs case 
a global contract that 

covers multiple trade lanes 
contains a sub-contract 

to cover the Western 
Mediterranean route 
to the United States.

step for them is to reduce the number of 
carriers they use and to concentrate on 
those carriers that provide the broadest pos-
sible range of services.

Bid and Offer. DuvoisinÕs view is right 
on the money, at least as far as Polaroid 
Corp. is concerned, said David Fernandes, 
manager of international transportation.

Fernandes said he had completed in mid- 
November a bid package to cover all of his 
companyÕs ocean shipping for next year. 
The package was offered to 16 shipping 
lines which will bid on the package in one 
or more of its component parts.

ÒOur goal is to reduce the list of ocean 
vendors,Ó Fernandes said. Polaroid currently 
uses about 20 ship lines and is looking to 
reduce that to three or fewer, he said.

In the best of all possible worldÕs, there 
would be a number of carriers to bid the 
entire package and Polaroid would choose 
the best offer. However, the most compre-
hensive bid that he expects will cover only 
about two-thirds of Polaroid's requirements, 
Fernandes said.

Ultimately, Fernandes will mix andmatch 
the various offers to come up with an assort-
ment of carriers.

Fernandes said he looks forward to the 
day when he gets a truly global bid but that 
he doesnÕt see this coming any time soon. In 
general, he gives carriers poor marks on 
their efforts to accommodate global ship-

pers.

Single Point of Contact. One obstacle 
to globalization is that shipping lines, no 
matter how large, divide themselves into 
different divisions according to trade lanes, 
he said.

Its frustrating to call Sea-Land, for ex-
ample, and discuss an issue with an execu-
tive in the Atlantic division and then be 
told ÒOh, I canÕt talk to youÓ about similar 
or related issues in Pacific trades, he said. 
W ith unmistakable irritation, Fernandes 
said Òthey always want to transfer your 
call.Ó

That fmstration or irritation is well known 
to carriers, allowed Bill Flynn, Sea-LandÕs 
vice president of global services. Recogni-
tion of this was one of the reasons for 
forming the global services group in the 
first place, Flynn remarked in a brief inter-
view with American Shipper.

Global customers are talking more and 
more about a single source of contact with 
the shipping lines they use, he said. They 
want to deal with a single individual on 
service contracts, tariff rates, terms of cred-
its, and the whole range of issues between 
shippers and carriers. Furthermore, global 
shippers want uniformity and simplicity on
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these questions across the lines of trade 
lanes, he said.

Indeed, one of the purposes of his group 
is to provide these shippers with a Òfocus of 
contactÓ at Sea-Land, Flynn said. The ter-
m inology here is quite precise, noted 
another shipper. No shipping line is willing 
or able to offer a single point of contact, he 
said. The use of term Òfocus of contactÓ 
purposefully clouds its meaning, he said. 
He did credit Sea-Land, however, for mov-
ing further in this direction than some of its 
competitors.

Conference System. Carriers will 
never be able to talk to global shippers on 
the terms preferred by the customer until 
they shed allegiance to rate-setting confer-
ences, commented Richard Collins, a vocal 
critic of conferences and of the U.S. mari-
time policies that allow conferences.

Collins, a truly global shipper by virtue 
o f his connection with the Perrier group 
and its parent Nestle S.A., said confer-
ences are antithetical to globalization by 
their nature.

The closest thing that Perrier has to a 
global contract with a carrier, he said, is an 
agreement with Evergreen Marine. An oth-
erwise very good arrangement is marred by 
EvergreenÕs membership in a conference 
that sets rates between the Western Medi-
terranean area and the United States, he 
said.

With that exception Perrier is free as a 
global shipper to make all kinds of arrange-
ments that are impossible with carriers 
wedded more firmly to the worldwide con-
ference system, Collins commented.

Segmented Contracts. Conference 
membership requires that global contracts 
be segmented by the specific trade lane 
influenced by the conference.

In EvergreenÕs case this means that a 
global contract that covers multiple trade 
lanes contains a sub-contact to cover the 
Western Mediterranean route to the United 
States. Prices and other terms that may be 
uniform for other parts of the world have to 
be adapted to rules of the Mediterranean 
conference, Collins said.

The contract has to be further segmented 
to distinguish shipping lanes that touch 
U.S. shores and those that do not, he said. 
This is necessary to conform to the service 
contract filing requirements of the U.S. 
Federal Maritime Commission 

It adds time and creates complicated struc-
tures to write a global contract that includes 
conferences and also meets the require-
ments of FMC, Collins complained. Perrier 
therefore avoids conferences whenever 
possible. A change in FMC policy on the
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filing of service contracts would ease the 
process of globalization, he said.

Collins said that he concludes from these 
experiences that shipping lines that are con-
ference members and who also support 
service contract filing requirements at the 
FMC are not sincere about cooperation

A change in FMC policy 
on the filing o f service 

contracts would ease the 
process o f globalization.

with global shippers. They pay lip service, 
according to Collins, but are not committed 
to real change.

Du Pont. Gabe DeVitto is a former execu-
tive of Du Pont who negotiated global con-
tracts for that company with Evergreen and 
Orient Overseas Container Line. He was in 
general agreement with Collins.

DeVitto, now a vice president of the 
forwarding firm BDP International, said a 
historic five-year, multi-trade loyalty con-
tract between Du Pont and OOCL was 
possible only because OOCL was not a 
conference member at the time (.American 
Shipper, Sept. 1989, page 54).

Freedom from conferences is absolutely 
essential for a truly global arrangement, he 
said. A contract segmented by trade lane is 
fine as long as most terms, except price, are 
uniform. This allows the shipper to sim-
plify contract administration and accurately 
calculate the cost of transportation. But to 
sign a global contract that dumps in all the

uThere has to be a system 
fo r global pricing but I 

donÕt see it (the conference 
system) as an overriding 
hindrance Ó remarked 

P&OÕs Duvoison.

different variables that come with includ-
ing a score of different conferences defeats 
the very purpose, he said

Carriers Agree, Sort of. Shipping lines 
attempting to deal with globalization clearly 
understand this point too, even if they rec-
ognize it only in a back-handed way.

Sea-LandÕs Flynn, for example, was ex-
tremely uncomfortable with the subject 
when talking to American Shipper.

A general assertion that conferences were 
not necessarily inconsistent with the needs 
of global shippers was the only comment he 
would offer.

ÒThere has to be a system for global 
pricing but I donÕt see it (the conference 
system) as an overriding hindrance,Ó re-
marked P&OÕs Duvoison.

As long as a shipper views a global 
arrangement as something beyond a means 
of exerting pressure for short-term rate 
cuts, then there is nothing intrinsic in the 
conference system that militates against 
mutually beneficial global contracts, he 
suggested.

Conference members are rarely asked to 
take independent action on conference tar-
iffs to help shippers align and simplify their 
shipping management practices. The most 
common request for independent action is 
when shippers want (or need) a short-term 
fix on a particular problem, without any 
reference to global strategy of long-term 
relationships, he said.

Shipper Approach. P&O has had glo-
bal arrangements with a number of spe-
cific shippers, Duvoisin said, and the 
differences among them are a function of 
the shipperÕs approach, rather than P&OÕs 
approach.

While it is certainly true that there is a 
wide variation among carriers in how they 
approach global commitments, he said, it is 
equally true that such variations exist among 
shippers

P&O estimates there are about 300 glo-
bal shippers worldwide and this group runs 
the gamut from huge Japanese trading or-
ganizations to a manufacturing company 
with a single factory that serves three or 
four international markets.

Implied in DuvoisinÕs remarks, and the 
remarks of another carrier who declined to 
be quoted directly for this article, was that 
most shippers are so far away from being 
globally organized themselves that it is 
ludicrous to criticize carriers on this point.

But that is the state of development 
right now and has little relevance to how 
carriers are preparing for the future, 
Duvoisin said. The point is that the leading 
industrial companies in the world are 
headed in the direction of globalization 
and that thousands of smaller companies 
will inevitably follow.

Carriers must therefore be ready and the 
efforts of Sea-LandÕs global services group, 
P&OÕs less formal list of global shippers, 
and similar efforts by their sharpest com-
petitors, all represent that effort. !
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G etting  C ontro l Motorola must control transportation

By Bruce Vail

W hen C aro line T hom pson jo ined  
Motorola three years ago, transport of cel-
lular telephone exports to the Far East was 
out of control.

MotorolaÕs line of portable phones was 
flying off the production line. Demand in 
both U.S. and foreign markets was expand-
ing so rapidly that it was hard to keep up. Ad 
hoc transportation arrangements to handle 
overseas shipments were the norm.

Getting a handle on the situation has 
taken time but it is now under control, 
Thompson told an audience at the annual 
meeting of the Council of Logistics Man-
agement. The number of freight fowarders 
used by Motorola is down from 36 to just 
three. Pilferage has been virtually elimi-
nated and discipline has been restored to the 
system, she said.

Forwarders. Motorola uses nothing but 
air transport for finished products going to 
Pacific Rim customers. Getting control of

or u can t oe responsible fo r mistakes.

the air forwarders was the first order of 
business for Thompson, product distribu-
tion manager for Asia Pacific at the Cellular 
Group.

Motorola wanted to form partnerships 
with Òbest-in- classÓ firms that could easily 
connect the companyÕs Libertyville, 111.- 
based manufacturing site to all major mar-
kets, Thompson said. The first step was to 
get the number of forwarders down to a 
more managable size. The number was first 
cut to 11 and then down to five, she said.

ÒAt that point we toyed with the concept 
of getting a single carrier to handle every-
thing. We decided against it,Ó because cus-
tomers want a wider range of choices among 
different forwarders and brokers, Thomp-
son said.

In addition, few forwarders are equally 
strong in all of MotorolaÕs emerging Pa-
cific markets. That meant Motorola would 
have to sacrifice quality of service in some 
areas if it chose a single provider for the 
entire region. That was unacceptable, she 
said.

Choosing Three. This was a real prob-
lem because Motorola was determined to 
get control over transport.

Even as it first began to cut the number of 
providers used, Motorola was obliged to tell 
customers that high standards in delivery 
could be guaranteed only if Motorola itself 
controlled the transportation. ÒWe started 
telling customers that they were free to use 
any forwarder they wanted, but not to call us 
to ask where the shipment was,Ó if there were 
delays or other problems, she said.

The ultimate solution was for Motorola to 
pick three forwarders that could offer top- 
quality service covering all major markets. 
Motorola prefers to choose the provider but 
customers have the option of choosing among 
the three. Customers are of course free to use 
other forwarders or brokers but in those cases 
Motorola cannot be responsible for their 
performance, Thompson said.

The three currently under contract are 
Circle International, Fritz Cos. and MSAS. 
A new round of bidding was under way at 
the time Thompson gave her presentation
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to the Council of Logistics Management.
One reason Motorola needs tighter con-

trols over forwarders is the complicated 
customs regulations that surround cellular 

telephones.
The devices are not even telephones, ac-

cording to some customs regulations, Th-
ompson said. Because signals are transmitted 
over the air rather than through wires the 
phones are considered radios. But there is 
often confusion about the customs status of 
such items, so highly trained forwarders and 
brokers must be involved if shipments are to 
move to the customers quickly, she said.

Furthermore, complex rules of origin 
invariably apply to shipments of the cellu-
lar phones. The U.S.-manufactured final 
product contains components and raw ma-
terials from numerous nations, she said, so 
extensive documentation for compliance 
with rules of origin regulations is essential.

Forwarder-Broker. The ability ofaU.S.- 
based forwarder to handle customs regula-
tions in overseas markets thus becomes a 
key to a partnership with Motorola, re-
marked Jack Diesing, a Motorola account 
executive with Fritz Cos.

Fritz is among those companies with 
overseas staff or a Òcredible business part-
ner on the other sideÓ of the water that can 
offer foreign customs clearance as part of

One reason Motorola 
needs tighter controls 
over forwarders is the 
complicated customs 

regulations that surround 
cellular telephones.

their service, he said.
Motorola prefers to ship out on a C.I.F. 

basis but would not try to force this on a 
customer who has other ideas, Diesing said. 
Motorola is focusing on customer satisfac-
tion and has a good delivery system de-
signed with customers in mind, he said. But 
the company certainly wouldnÕt let the de-
tails of its preferred terms of sale to overide 
what the customer wants, he said.

Theft. One of the problems in transporting 
the phones has been theft, Thompson added.

ÒPeople love to pilferÓ the hand-held 
units because they are of relatively high 
value and are so easily sold on street comers 
or in other informal markets, she said.

The problem has been solved now, she 
indicated. Diesing explained that this was 
done by meticulous verification of the han-

dling process. In many cases air cargo con-
tainers are loaded at the Libertyville plant 
and sealed there. The containers unsealed 
only when Òthey are in the security of our 
own warehouseÓ overseas, he said.

All the handling is documented with sig-
natures from the individuals on the scene. 
ÒSometimes it seems like overkill, but it 
works,Ó Diesing remarked.

Retailing Model. Diesing observed that 
trends in manufacturing are begining to 
mirror practices in the retail business.

The retailing concepts of limited shelf 
life, seasonal sales demand and personal-
ized customer service are relatively new to 
many American manufacturers, he said. 
But this is changing rapidly as manufactur-
ing companies realize that better profits can 
be had by dealing as directly as possible 
with the end consumer of the products Ñ  
and by providing those customers with a 
retail-style level of service.

MotorolaÕs Thompson reflected this well 
in one of her comments at the Council of 
Logistics Management meeting. Long dis-
tance dealings with customers in the Far East 
can sometimes produce a sense a separate-
ness that Motorola wants to avoid, she said. 
Therefore, through systems like partnerships 
with forwarders Motorola can Òsend people, 
notfaxes,Ó whenproblemsarise. !
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Japanese  

log is tics  

ven tu re

Joint venture between 
Information Resources Inc. 
and MitsuiÕs trading 
organization looks fo r 1995 
startup fo r computerized 
point-of-sale data analysis.

By Bruce Vail

The logistics initiative known as ÒEffi-
cient Customer Response,Ó which captured 
the attention of the grocery business in the 
United States, is being exported to Japan.

Information Resources Japan Ltd., a joint 
venture between Information Resources Inc. 
and Mitsui & Co. Ltd., is looking to get off 
the ground in early 1995, said Stuart Ryder, 
director o f Japanese operations for IRI. 
Plans for the joint venture were first an-
nounced last summer.

The joint venture is focusing on con-
sumer packaged goods in the Japanese do-
mestic market. The sales pitch is for 
Japanese-language software products de-
veloped from the ÒQScanÓ and ÒLogiCNetÓ 
systems of IRI. These systems, based on 
computerized point-of-sale data from retail 
establishments, are said to provide manu-
facturers and retailers with the information 
necessary to improve inventory control and 
refine logistical operations.

Associated consulting services are part 
of the IRI-Mitsui joint venture package.

Congestion. The potential savings for 
Japanese business is enormous, commented 
Richard Sherman, senior vice president of 
IR IÕs LogiCNet division.

He estimated that the Japanese over-the- 
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road transportation system is running at 
only 20 percent efficiency. With 80 percent 
of the cargo space in Japanese trucks going 
unused, this capacity problem is being tar-
geted by both business and government, he 
said. The Japanese government is espe-
cially keen on improving capacity manage-
ment because it wants to see road congestion 
and air pollution from trucks reduced, ac-
cording to Sherman.

By contrast with the Japanese, the U.S. 
transportation system runs at about 80 per-
cent efficiency, he said. ÒWe have a lot of 
congestion here too, but at least itÕs produc-
tive congestion. Over there the congestion 
is not even productive.Ó

Sherman himself is not a part of the joint 
venture team, concentrating instead on the 
domestic development o f LogiCNet (May 
1994, American Shipper, page 62).

The joint venture is similar to LogiCNet 
system in that it is designed primarily to the 
supermarket chain business. But applica-
tions in the beauty 
products, home cen-
ter and pharmaceuti-
cal sectors are thought 
to be promising, ac-
cording to Ryder.

Global Strategy.
Ryder added that the 
Mitsui joint venture is 
part of a global strat-
egy for IRI.

E xpansion  into 
overseas markets is 
taking place through both joint ventures 
and acquisitions, he said. Joint ventures are 
the best approach for Japan and the Euro-
pean markets, he said, but outright acquisi-
tions are the preferred route elsewhere.

Joint ventures are already operating in 
France, Holland, Germany, Italy, and the 
United Kingdom, he said. A Swedish joint 
venture is in a very early stage.

A Turkish research company was pur-
chased two years ago. A Cypms-based com-
pany was bought to explore possibilities in 
Mideast markets.

In Latin America, projects are under way 
in Venezuela and Mexico. A market re-
search firm in Puerto Rico was acquired.

IRI also hopes to break into the Canadian 
market, where unusual circumstances have 
kept IRI out, according to Ryder. IR IÕs 
principal competitor, A.C. Nielsen, has 
agreements with Canadian retailers that 
specify that point-of-sale data not be shared 
with other companies, he said. But those 
agreements are currently being challenged 
by Canadian government competition au-
thorities and a judicial tribunal is expected 
to rule on the case before the end of the year.

New Software. On the domestic side, 
IRI Software, a Waltham, Mass.-based 
subsidiary o f IRI, said in early November 
it had released a CD-ROM database and 
software delivery system for access to cus-
tomized point-of-sale data from grocery 
stores.

The database, InfoScan Census, com-
piles information from nearly 13,000 su-
permarkets in the U.S. IRI cleans up the 
data and customizes it into usable form by 
clients.

IRI said its CD-ROM database and soft-
ware delivery allow direct delivery of up-
dated databases to personal-com puter 
platforms and copying onto a LAN, or local 
area network.

This delivery system enables clients to 
access data without calling in to a main-
frame Ñ  an advantage for remote users 
such as field sales representatives, brokers, 
or small companies, IRI said.

They also can continue to retrieve 
In foS can data by 
time-sharing, tape de-
livery or PC diskettes, 
IRI said.

F in an c ia l R e-
sults. Financially, 
itÕs been a rocky year 
for IRI. For the first 
nine months, IRI re-
ported a net loss of 
$11 m illion, or 42 
cents a share, despite 
an 11 percent increase 

in revenue to $272.8 million. For the first 
nine months of 1993, IRI had net income of 
$19.6 million.

The 1994 results have been affected by 
costs of a shareholder lawsuit that was 
settled for $12.5 million, of which $7.25 
million will be paid by the companyÕs in-
surance carriers.

For the quarter ending Sept. 30, IRI re-
ported a net loss o f $3.1 million, or 12 cents 
a share, compared with year-earlier net 
income of $7.4 million, or 27 cents a share. 
Revenues for the 1994 quarter were $92.9 
million, up 5.8 percent.

Excluding an after-tax charge in the quar-
ter of $1.8 million to cover costs of the 
litigation, IR IÕs net loss in the third quarter 
would have been $1.3 million, or five cents 
a share.

During the third quarter, revenues for IRI 
software products were $25.1 million, up 
6.8 percent from a year earlier. Revenues 
from InfoScan were $50.2 million, up 4.9 
percent from a year earlier. For the first nine 
months of 1994, revenues were up 5.8 per-
cent for software and 13.7 percent for 
InfoScan. m

IRIÕs principal competitor, 
A.C. Nielsen, has 

agreements with Canadian 
retailers that specify that 

point-of-sale data not 
be shared with other 

companies.
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Shakeout in 3rd-party logistics
Signs point to specialization, possible 
reduction in number o f big providers.

By Joseph Bonney

After years of experimentation, third- 
party logistics is beginning to settle down. 
Users and providers have raised the stakes, 
leading to predictions of a shakeout among 
big players.

As companies become comfortable with 
the idea of hiring outside contractors for 
logistics services, they ask providers to 
offer more extensive and sophisticated ser-
vices such as inventory management and 
order fulfillment.

The up-front costs of developing sys-
tems to provide those services will reduce 
the number of big service providers, leav-
ing others to specialize in particular indus-
tries, several third-party executives predict.

ÒI think thereÕs going to be a shakeout,Ó 
said Robert D. Lake, president of Roadway 
Logistics Services. ÒIn order to play in this 
game, you need to have a tremendous 
amount o f systems development, and that 
takes a tremendous amount of investment.Ó 

Although the field will still have room 
for niche players, theyÕll probably have to 
concentrate on a specific industry or offer 
broader services through alliances, several 
third-party providers say.

ÒIf you go back two years, every Mark 
and Mario Trucking Company became Mark 
and Mario Logistics Company,Ó said Rob-
ert Baker, chief executive of Skyway Freight 
Systems. ÒI think youÕll see a narrowing of 
the number (of major providers) and an 
increase in niche players that are very spe-
cific to industries.Ó

Different Tone. The future of third- 
party logistics was a leading topic at Coun-
cil of Logistics Management Õ s recent annual 
conference in Cincinnati, as it has been at 
previous CLM meetings.

But the tone of the discussion has changed 
markedly.

Until a couple of years ago, third-party 
providers spent much of their time trying to 
explain their role and justify their exist-
ence. Now that theyÕve established them-
selves, they have the luxury of being able to 
complain about the difficulties of landing 
multimillion-dollar accounts.

It frequently takes more than a year to 
close a deal for third-party services. Provid-
ers would like to move much faster.
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ÒIÕve seen some estimates that it takes as 
much as 18 months in a normal sales cycle,Ó 
Baker said. ÒIf we could reduce that 18 
months to a year or six months, then itÕs 
obvious itÕs going to save us all a lot o f time 
and money and take costs out o f the whole 
process.Ó

However, as many users of third-party 
services point out, long sales cycles are part 
of the nature of the business.

Outsourcing a key corporate function 
such as distribution or inventory manage-
ment is an important, long-term decision 
that cannot be rushed. I tÕs easier to form an 
alliance than to get out of one that doesnÕt 
work out. Once a corporate logistics depart-
ment is outsourced, itÕs hard to rebuild 
when things go sour.

Companies proceed cautiously, said 
Hugh Randall, senior vice president of 
Mercer Management Consultants, because 
they have to ask themselves, ÒWhat am I 
going to do if it doesnÕt work?Ó

Up-Front Costs. As logistics providers 
compete for companiesÕ business, top-notch 
information systems are becoming a basic 
requirement. That requires a hefty ante of 
time and money.

Lake said it is not uncommon for Road-
way Logistics to invest (or as he also put it, 
to bet) as much as $150,000 on systems, 
staff and planning in advance of a bid.

Spending that kind of money up front can 
be painful if it doesn Õ t win the business. But 
the providers have little choice. As Skyway Õ s 
Baker put it, Òthere are no silver medals in 
single-sourcing.Ó

The bidding is made especially dicey by 
the reluctance of many potential users of 
third-party services to share information 
with third-party providers, Lake said. He 
said providers often must submit bids based 
on sketchy information, and hope they 
havenÕt promised more than they can de-
liver.

Some companies seeking third-party ser-
vices still donÕt have a good picture o f their 
own logistics operations, although this is 
changing, Baker said.

He said Skyway, based in Watsonville, 
Calif., deals with a number of high-tech 
companies. Ò You Õ d think these people would 
have a lot of detailed information about their 
shipping and distribution patterns and all

that. But we often find that they donÕt. And 
that is often a serious roadblock to getting 
things done quickly and efficiently.Ó

ÒI always try to emphasize to the client 
that you really will end up getting lower 
costs from us if you work with us and you 
share information,Ó said John Williford, 
president of Menlo Logistics, the third- 
party unit of Consolidated Freightways. 
ÒSome people believe that and some people 
have a lot of trouble with it.Ó

Some companies also seek bids from 
outside providers in an effort to improve 
their in-house operations. That rankles some 
providers.

Michael J. Gardner, executive vice presi-
dent of GATX Logistics, said providers 
Òspend far too much time responding to 
benchmarking inquiries. We donÕt have a 
problem assisting companies in that area. 
W eÕd just like a little more candidness 
about what the intent is.Ó

Gardner also said itÕs not unheard o f for 
more than 30 bidders to compete for a 
single project. ÒWe spend a fair amount of 
time trying to jockey and get elbow room.Ó

Specialization, Globalization. In
creased specialization by third parties is 
inevitable, several executives said.

The reason is obvious: A third party that 
says it can perform better than an in-house 
department had better have expertise Ñ  
and nobody is expert on everything.

Another force contributing to specializa-
tion is the way third-party logistics provid-
ers and users get together.

MercerÕs Randall said such contracts most 
often result from referrals Ñ  when a com-
pany begins asking about potential third- 
party providers, it tends to consult others in 
the industry.

That reinforces the tendency for compa-
nies to specialize in a particular field, such 
as automotive or pharmaceuticals, Randall 
said.

Another trend that several third-party 
providers see is globalization of service 
offerings.

There has been only a limited amount of 
third-party logistics business so far. ÒRight 
now w eÕve got all we can do just to keep up 
with the North American scene,Ó said Larry 
Sur, president of Schneider Logistics.

However, this is expected to change as 
companies become more sophisticated in 
global sourcing and sales, several industry 
leaders say.

SkywayÕs Baker said global market is 
expected to be Òa real growth opportunity 
between now and the turn of the century. If 
you Õre not in the global marketplace, youÕre 
going to have your domestic business threat-
ened.Ó !
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Global service from 8 warehouses
AT&T will cut 22 o f its 30 dedicated national warehouses.

AT&T-Global Information Solutions is 
currently drawing 60 percent of its sales 
from international markets and that per-
centage looks to increase in the future, 
according to John C. Beckett, manager of 
distribution and transportation.

The AT&T unit, created from the acqui-
sition of the old National Cash Register 
Co. a few years back, is in the process of 
streamlining it distribution and transpor-
tation systems to make the unit more prof-
itable, Beckett told this yearÕs annual 
meeting of the Council of Logistics man-
agement.

Four items are at the top of the logistics 
agenda for the maker of computer hardware 
and software, he said:

¥  Reduce the number of warehouses 
w o r l d w i d e .__________________

¥  E l i m i n a t e  
stranded inventory.

¥  Obtain on-line 
global view of inven-
tory to ease redeploy-
ment.

¥  Ship directly to
customer when ware- ________________
housing provides no value-added activity.

International Infrastructure. Reduc-
ing the number of dedicated AT&T-GIS 
warehouses worldwide is the biggest fea-
ture in the effort to reduce international 
distribution infrastructure costs, Beckett 
said.

Whereverpossible these warehouses will 
be replaced by public warehouses operated 
by third party providers, he said. In those 
cases where the warehouse canÕt be re-
placed in that way, the company wants to 
have short term leases on warehouse space 
rather than being an owner, he said.

Currently AT&T-GIS has 30 warehouses 
and the intent is get that down to just eight, 
Beckett said. Already some warehouses in 
the United States and Western Europe have 
been closed but the real work is only just 
beginning.

Ultimately the company wants to be op-
erating a single warehouse in each of the 
maj or markets. Those markets are the United 
States, Western Europe, Eastern Europe, 
Japan, Australia, Taiwan, the Middle East, 
and South America.

The reduction in warehouses should take 
18 to 24 months to complete, he said.

Also part of this cost cutting is reducing 
the number of transportation suppliers down
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to a small group of ÒpartnerÓ relationships 
that take advantage of traffic volume lever-
age from the entire AT&T enterprise, 
Beckett said.

Inventory. Elimination of stranded in-
ventory and development of an on-line glo-
bal view of inventory are closely related 
goals, he continued.

Stranded inventory will be reduced by 
using fewer warehouses but any time a 
warehouse is used there is always the dan-
ger of valuable products getting lost, he 
said.

It has been the practice o f some over-
seas sales representatives, he noted, to 
load up on stock so there is always some 
product on hand if a good customer needs 

something in a hurry. 
They do this as a pre-
ventive measure but

that means getting products il invariably results
in computer products 

into the air as soon as sitting in warehouses

p o s s i b l e . gathering dust while
r  the products become

obsolete.

For international markets

An on-line inventory will help get these 
products to market before they become 
outdated and should lead to the elim ina-
tion of stockpiling products by local sales 
representatives, he said.

AT&T-GIS is currently at work on a 
custom made computer system to do this 
work. The new system should be ready in 
about 24 months, he said.

Ship Direct. Shipping directly to cus-
tomers bypasses all o f these historical prob-
lems and AT&T-GIS tries to do this 
whenever possible, according to Beckett.

For international markets that means 
getting products, all of which are consid-
ered high value, into the air as soon as 
possible.

This is almost Òold hatÓ as far as modem 
logistics management is concerned, he ad-
mitted, but in a company with $8 billion in 
sales last year alone, it takes a lot o f work to 
keep up.

This is particularly true in the most rap-
idly expanding markets Ñ  China, Russia 
and Eastern Europe. In those markets, 
AT&T-GIS is looking particularly closely 
at joint ventures where the local joint- ven-
ture partner can play a major role in distri-
bu tion  and tran sp o rta tio n , B eckett 
said. !

Revlon contracts  
with Manugistics

Revlon Consumer Products has con-
tracted with Manugistics Inc. for soft-
ware systems that the cosmetics and 
fragrance company hopes will help 
tighten its supply chain.

Revlon is trying to shorten cycle times 
for its products, said Gene Pinadella, 
senior vice president and chief informa-
tion officer.

Manugistics is furnishing Revlon with 
demand and distribution planning soft-
ware. New York-based Revlon plans to 
tie those systems in with others pro-
vided by Datalogix International. The 
sy stems are scheduled to be in operation 
by the first quarter of 1995.

Pinadella said Revlon has a good 
supply chain but wants to improve it 
and move deeper into vendor-managed 
inventory and just-in-time supply.

Supply chain management is diffi-
cult for a company such as Revlon, 
which ships a huge variety of cosmetics 
and fragrances, often in small quanti-
ties.

ÒLipstick is lipstick, but when you 
have 25 shades of pink, 45 of brown and 
400 of red, your SKUs (stock-keeping 
units) multiply,Ó Pinadella said.

That puts added demands on the 
companyÕs internal order-picking sys-
tems. Substitutions and back orders 
are costly, and Revlon hopes to use 
supply-chain software to reduce those 
costs.

Revlon is among several major cus-
tomers with which Manugistics has 
signed contracts during the last year.

Others include BASF; Bell Sygma/ 
Bell Canada; Burroughs Wellcome; 
Herman-Miller; Kroger; RS Compo-
nents; ScottPaper, SmithKline Beecharh 
Consumer Brands; Tambrands Ltd. and 
3M United Kingdom pic.

Manugistics recently signed an agree-
ment with Price Waterhouse to work 
together to provide supply chain man-
agement products and services.

Price Waterhouse is involved in busi-
ness process improvement, systems re-
design and information technology, 
particularly in the consumer goods, high- 
tech/electronics and pharmaceutical in-
dustries.

Manugistics, based in Rockville, Md. 
specializes in software and services for 
use in supply chain management. !
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H o w  Q u a k e r  O a t s  m e a s u r e s  v a l u e  a d d e d

C L M  s p e a k e r  e x p l a i n s  w h y  h e  f a i l e d  t o  g e t  a  b o n u s .

By Bruce Vail

ÒIt is amazing how fear, intimidation and 
pocketbook can generate improved behav-
ior.Ó

According to Dan Boekelheide, these 
three factors have made a real difference 
over the last three years at the Quaker Oats 
Co. Boekelheide, director of customer ser-
vice and strategic alliances at Quaker, said 
creating these factors is a system of Òcon-
trollable earningsÓ that is gradually reach-
ing into every comer of the company.

Controllable earnings is strictly a finan-
cial measurement question, not an opera-
tional concept, he told an audience at the 
recent Council of Logistics Management 
conference in Cincinnati. Although it is tied 
to QuakerÕs efforts to measure the progress 
of its ÒEfficient Consumer ResponseÓ lo-
gistics initiative, the central point of rede-
fining financial measurements is to get better 
accountability from QuakerÕs managers.

Controllable earnings is not designed to 
create fear and intimidation for its own sake, 
he was quick to add. But by tying as much as 
60 percent of the personal income of manag-
ers directly to measurable improvements, it 
sometimes has a fearful effect. Indeed, 
Boekelheide said he received no bonus last 
year because objectives were not met.

4 0 ,0 0 0  F ee t. Controllable earnings pro-
vides a clear and consistent measurement 
of performance that combines the best of 
traditional measures like operating income 
and return on invested capital, added Dan 
Peterson, QuakerÕs strategic business man-
ager for national accounts.

Through use of established Òhurdle ratesÓ 
that set achievable goals and a mathematical 
formula to measure against the goals, man-
agers can be evaluated without reference to 
uncontrollable events like stock market 
crashes or acts of God, Peterson said.

Neither Peterson nor Boekelheide was 
comfortable going into any great detail on 
this element of the subject. The presenta-
tion at the CLM meeting was intended only 
to present a view from Ò30,000 to 40,000 
feet up,Ó Boekelheide said, because Quaker 
regards a lot of the details as competitively 
sensitive information.

C ou n te rp ro d uc tive . But the main point
is that this measure is applied uniformly 
throughout the company, they said. This 
solves problems of the past such as when
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sales managers were measured by the vol-
ume of products moved from QuakerÕs dis-
tribution centers to customer warehouses, 
while production managers were measured 
on unit cost of production.

In many cases, such varying measure-
ments proved counterproductive to overall 
profitability, Peterson said. For example, 
when sales managers were rewarded for 
loading up customer warehouses with stock, 
that hurt the freshness o f the product. Stale 
goods didnÕt make the ultimate consumers 
very happy and neither was this an efficient 
use of transportation or warehouse space.

B y  t y i n g  a s  m u c h  a s  6 0 

p e r c e n t  o f  t h e  p e r s o n a l 

i n c o m e  o f  m a n a g e r s 

d i r e c t l y  t o  m e a s u r a b l e 

i m p r o v e m e n t s , i t  s o m e t i m e s 

h a s  a  f e a r f u l  e f f e c t .

Such practices are inimical to the progress 
of efficient consumer response, B oekelheide 
stressed. In order to move products from the 
factory to the retailer to the consumerÕs 
kitchen as quickly as possible, the manu-
facturing company needs to remove inter-
nal company roadblocks, he said.

Top  D ow n. The performance measure-
ment o f individual managers was not al-
ways tied directly to the profitability of the 
company either.

This is being changed in a progressive top- 
down fashion that brought controllable earn-
ings measurements from the highest levels of 
the company in 1991 down to the sales 
manager level in 1994, Boekelheide said.

It is being done in a step-by-step fashion 
because it would be unfair to penalize 
middle- or low-level managers for short-
comings over which they have no control. 
The process itself must be initiated and 
strongly supported from the highest levels 
o f the company, he said. It Òmust be driven 
from the top down.Ó

For the highest managers this system has 
already proved personally  profitable. 
Quaker has been recently cited as one of the 
top 10 cash-generating companies in the 
United States, and the compensation and 
bonus system reflects that.

One downside, however, may be that 
such strong cash flow is attracting the inter-
est of corporate takeover artists. Quaker 
stock prices have been erratic over the last 
six months as rumors circulate about one or 
another takeover of the company, accord-
ing to Boekelheide.

Big C us tom ers . The new measurements 
have shown that the principles of efficient 
consumer response Ñ  and its handmaiden 
ÒContinuous Replenishment ProcessÓ Ñ 
are working at Quaker, Boekelheide said.

Continuous replenishm ent, wherein 
Quaker itself generates the purchase orders 
for its customers, has proved particularly 
effective in increasing profitability both for 
Quaker and for its large customers, he said. 
About 30 percent of QuakerÕs volume is 
managed under CRP and this percentage of 
the volume is more profitable than the other 
70 percent, he said.

The increased profitability is attributable 
to fresher products moving to store shelves 
more quickly and with fewer instances of 
stock shortages. Experience shows that in-
creased sales by the retailer result as con-
sumers feel no need to go elsewhere for 
similar items, Boekelheide said.

ÒCustomers love it because they are sell-
ing (to the final consumer) even before we 
bill themÓ for the products, he remarked.

W all S tre e t. Peterson stressed the Wall 
Street angle of controllable earnings be-
cause smoothing out the supply chain might 
have an effect on QuakerÕs stock prices, or 
the stock prices of any company that adopts 
a similar program.

Quaker Oats has historically shown 40 
percent of its income in the fourth quarter of 
the fiscal year for a variety o f reasons, he 
said, so securities analysts are accustomed 
to seeing big numbers at that time of year.

But smoothing out the supply chain means 
spreading out this income more evenly over 
the year. In order not to spook the analysts, 
the system has to be explained to them in 
great detail first, Peterson said. This has 
been successfully done and Quaker has not 
seen bad results on Wall Street.

This same phenomenon was seen inter-
nally at Quaker with managers whose bo-
nuses are tied to quarterly results. It took a 
little financial footwork but it was possible 
to institute controllable earning without 
forcing executives or managers to pay the 
price for it, Peterson said. !
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D e m a n d  C h a i n  M a n a g e m e n t

R y d e r / U n i p a r t  a l l i a n c e  p i t c h e s  N o r t h  A m e r i c a n  c o m p a n i e s 

o n  u s i n g  i t s  s y s t e m  f o r  E u r o p e a n  l o g i s t i c s .

By Joseph Bonney

Everyone seems to be into just-in-time 
and supply chain management these days, 
but two major logistics providers say their 
new alliance goes a step farther with DCM 
Ñ  demand chain management.

Demand chain management is the cor-
nerstone of UniRyder, a joint venture estab-
lished this year by Ryder D edicated 
Logistics and Unipart DCM.

Ryder Dedicated Logistics is a subsid-
iary of Miami-based Ryder Systems. Al-
though the parent company is best known 
as a lessor of trucks, the logistics unit is the 
companyÕs fastest-growing part, with 1993 
revenue of more than $565 million.

Unipart DCM, a division o f Oxford, En-
gland-based Unipart Group, is a third-party 
logistics company that manages logistics 
for automobile manufacturers and others in 
Europe. The company operates more than 3 
million feet of warehouse space and pro-
cesses 10 million orders a year.

UniRyder is pitching North American 
companies on using demand chain manage-
ment for their European logistics opera-
tions.

UniRyder officials say demand chain 
management is different from what gener-
ally is accepted as supply chain manage-
ment.

Beyond J IT . Demand chain management, 
also known as demand flow, is built on the 
idea of just-in-time inven-
tories but is far broader, 
said Jay Bitner, a former j  i S  
GATX Logistics execu- ItV 
tive who is marketing 
UniRyderÕs services to 
North American compa-
nies.

Many companies using B itner  

just-in-time systems merely ship from huge 
inventories, and still manufacture weeks or 
months in advance. Demand chain man-
agement, Bitner said, uses information and 
forecasts on customer demand to drive de-
cisions on inventory, shipping, manufac-
turing and materials ordering.

Done properly, he said, demand chain 
management can tighten the entire logistics 
process Ñ  reducing the amount of idle 
capital tied up in inventory while improv-
ing service.

C o m p a n i e s  s t i l l  h a v e 

a  s e g m e n t e d  v i e w 

o f  l o g i s t i c s Ñ  f o c u s i n g 

o n l y  o n  t r a n s p o r t a t i o n , 

o r  i n v e n t o r y , 

o r  m a n u f a c t u r i n g .

However, Bitner said that as he meets 
with companies, he finds that many still 
have a segmented view of logistics Ñ  fo-
cusing only on transportation, or inventory, 
or manufacturing.

To take full advantage of demand flow 
management, he said, a company must de-
velop a complete understanding of its logis-
tics system.

B e e r Indus try . Bitner, who spent 25 
years in manufacturing, said demand chain 
management isnÕt a new concept. He cited 
the beer industry, where he spent nine years 
with Miller Brewing Co.

Beer is a perishable product whose in-
ventories must be limited. Neither brewer-
ies nor distribution centers nor retailers can 
store huge quantities for long.

Consequently, brewers realized long ago 
that they had to adhere to tight, down-to- 
the-minute schedules Ñ  and that the only 
way to do it was to gear their ordering, 
production, inventory and shipping to cus-
tomer demand.

They used to do it with mathematical 
linear programs Ñ  basically, grids that 
were used to plot when and how much 
production would be needed to meet de-
mand for six-packs of bottles, 12-packs of 
cans, and so on.

Improved sophistication of computers 
has allowed the concept to be taken a step 
further, but many companies still donÕt 
grasp the possibilities for simultaneously 
cutting inventories and improving service, 
Bitner said.
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E uropean  Log is tics . Unipart, the U.K.- 
based partner in the UniRyder venture, says 
it has invested $30 million in computer 
hardware and $60 million in demand fore-
casting, sales support, inventory manage-
ment and supply process control hardware.

UnipartÕs biggest customers include sev-
era l au tom akers Ñ  Jaguar, R over, 
Landrover and N issan Ñ  as well as 
FreemanÕs, a large U.K.-based catalog re-
tailer.

The company has warehouses in Spain, 
France, Italy and the U.K. and can deliver 
parts and components to most European 
points within 38 hours on a normal basis 
and within 14 hours on an expedited basis, 
officials say.

Ryder, meanwhile, has operated in Eu-
rope for 21 years and hopes to use its 
alliance with Unipart to expand its third- 
party logistics presence across the conti-
nent.

UniRyder is targeting companies with 
annual revenues in the $1 billion range Ñ  
big enough to take advantage o f the 
UniRyder systemÕs capabilities but not so 
big that they have already made huge in-
vestments in their own logistics-manage- 
ment network.

UniRyder officials say their system is 
best suited for companies with fairly com-
plex logistics requirements Ñ  for example, 
retailers or manufacturers o f aftermarket 
parts for the automobile industry.

A company with thousands of parts and 
components moving in numerous direc-
tions between plants, wholesalers and re-
tailers has a huge need for efficiencies 
offered by demand chain management, 
Bitner said.

ÒItÕs an opportunity for companies whose 
markets have complex requirements and 
demand a high level of service,Ó Bitner 
said.

UniRyder officials say demand chain 
management has allowed companies to re-
duce inventories by more than 40 percent 
while improving product availability.

The key is an information flow that 
allows demand to be accurately forecast, 
integrated with planning and marketing, 
and linked with inventory management, 
supplier scheduling, and order placement 
and fulfillment.

UniRyder officials say their demand chain 
management program is offered as a com-
plete package or as separate services that a 
customer can integrate into its own pro-
cesses.

Those services include order entry sys-
tems; order processing systems; customer 
inquiry and assistance; demand forecasting 
systems; supplier performance measure-
ment and management; inventory manage-
ment; continuous inventory analyses, 
simulations and reporting; replenishment; 
warehousing and physical distribution; in-
voicing and cash collection; comprehen-
sive management reporting and full audit 
trails. !
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U S C O ,  L e a s e w a y  

i n  l o g i s t i c s  v e n t u r e

G e o r g ia - P a c i f i c  to  o v e r h a u l 

b u i ld in g -p r o d u c ts  d is t r ib u t io n .

U SCO D istr ibu tion  Serv ices and 
Leaseway Transportation have formed a 
joint venture to manage warehousing and 
distribution as part of a pilot logistics pro-
gram for Georgia-Pacific Corp.

Georgia-PacificÕs Building Products Dis-
tribution Division is using its southern re-
gion as a prototype for a Òlogistics networkÓ 
that will change the way the company sup-
plies its customers.

The warehousing and distribution parts 
o f the redesigned logistics network will be 
managed by the USCO/Leaseway joint ven-
ture, known as UL Logistics.

USCO is a Naugatuck, Conn.-based pro-
vider o f third-party logistics services. 
Leaseway, based in Cleveland, provides con-
tract transportation and logistics services.

The joint venture was established solely 
for the Georgia-Pacific project, officials said.

USCO and Leaseway were selected from 
among 37 logistics providers by Georgia- 
Pacific, which is trying to overhaul the way 
it gets building products to its customers, 
such as lumber yards and home centers.

The Atlanta-based company is working 
with UL Logistics on a prototype effort cov-
ering the southern region of Georgia-Pacific Õ s 
building-products distribution division.

The southern region now has 15 branches, 
which operate somewhat autonomously in 
their geographic areas. Each branch has in-
side and outside sales staff and is responsible 
for procurement, warehousing and delivery.

The prototype program will consolidate 
those branches into five logistics centers, 
each covering a broader area, said Frank 
Gaura, vice president and general manager 
of UL Logistics.

Georgia-Pacific will operate a sales cen-
ter with its own staff to handle sales and 
procurement at each logistics point.

The company will contract with UL Lo-
gistics for management of other functions, 
including warehouse management, ware-
house staffing and labor scheduling, trans-
portation scheduling and product delivery.

The first logistics center will be estab-
lished in January in Atlanta. The other four 
locations were not immediately disclosed.

USCO and Leaseway officials said the 
hub-and-spoke logistics arrangement be-
ing tested at Georgia-Pacific is new for the 
building-products industry. !
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Franklyn C. Hathaway

H a t h a w a y  n e w  

C L M  p r e s i d e n t

Franklyn C. Hathaway, vice president of 
Van den Bergh Foods in Lisle, 111., has been 
elected president of the Council o f Logis-
tics Management at the CLM Õs annual con-
ference in Cincinnati.

Hathaway has held several CLM offices 
and has served on a number of food industry 
committees.

Before joining Van den Bergh Foods in 
1988, he was in logistics for Standard Brands 
Inc. (now part of Nabisco), Land O ÕLakes 
and Nestle.

Hathaway succeeded Gary J. Sease, se-
nior vice president of operations for Ameri-
can National Can Co. in Chicago.

Elected first vice presi-
dent was Nancy Haslip, 
logistics manager for the 
personal computer busi-
ness unit of Digital Equip-
ment Corp. in Acton,
Mass.

Haslip is in line to take 
over as p residen t at 
CLM Õs 1995 conference, scheduled for Oct. 
8-11 in San Diego.

She has been with DEC since 1987, and 
until recently was in the companyÕs corpo-
rate logistics department for the Asia Pa-
cific area.

Other CLM officers are:
¥  Second vice president, David A. Tarr, 

vice president, distribution, o f Pet Inc. in St. 
Louis.

¥  Secretary-treasurer, Robert E. Bowles, 
director of distribution, PPG Industries Inc.,

Pittsburgh.
Serving with the CLM officers on the 

councilÕs 1995 executive committee will 
be:

¥  General conference chairperson, 
Kathleen Strange, vice president of logis-
tics for Stride Rite Corp.,
Cambridge, Mass.

¥  Planning chairper-
son, Masao Nishi, senior 
principal, Sabre Decision 
Technologies, Dallas.

¥  Roundtable chair-
person , H erbert G.
Johnson, general manager 
of worldwide services, Polaroid Corp., 
Needham, Mass.

¥  Professional development chairper-
son, Bernard M. Madej, vice president of 
logistics, C.H. Robinson Co., Eden Prairie, 
Minn.

¥  Research strategies chairperson, John 
Thomas Mentzer, professor of marketing, 
logistics and transportation at the Univer-
sity of Tennessee at Knoxville.

¥  Current projects chairpersons, Robert
F. Cahill, logistics consultant, Stamford, 
Conn., and Joel L. Sutherland, vice presi-
dent, logistics, of ResourceNet International, 
Covington, Ky.

¥  George A. Gecowets, executive vice 
president at CLM headquarters in Oak 
Brook, 111.

Roger W. Carlson, vice president of Exel 
Logistics, received the CLMÕs distinguished 
service award. He is the 
30th rec ip ien t o f  the 
award since it was inau-
gurated in 1965.

Carlson was founder 
o f the American Ware-
house AssociationÕs ba-
sic course in warehouse 
management at Michigan 
State University, a program that has trained 
more than 1,000 people in warehousing.

Arnold B. Maltz, assistant professor of 
marketing and transportation at New Mexico 
State University, received the E. Grosvenor 
Plowman award that CLM presents annu-
ally for the top logistics paper.

His paper, presented at the Transporta-
tion and Logistics Educators Conference 
that is held annually in conjunction with 
the CLM conference, was entitled ÒThe 
Outsourcing Decision: What The Data 
Say.Ó

Timothy C. Johnston, assistant professor 
o f marketing, logistics and transportation at 
the University o f Tennessee, received 
CLMÕs 1994 doctoral dissertation award. 
His thesis was ÒGoverning Transactions in 
Business Markets: Implications for Predic-
tion and Performance.Ó !

Haslip

Tarr

Carlson



Introducing HyundaiÕs N e w  Pacific 
Northwest Express (PNX) Service.

A Faster transit times to and from Japan.
A Weekly W/B departures from Tacoma and

Portland.
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A Expanded port coverage:
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For more details on our new PNX service, please contact your local Hyundai representative.
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T h i r d  p a r t y  i n s i d e  y o u r  o f f i c e ?

J u s t  h o w  c l o s e  s h o u l d  y o u  b e ?

By Richard Knee

Jack Staton doesnÕt like stationing his 
employees in client shippersÕ plants.

Bob Walters and Bennie ÒMacÓ Warren 
do, but they enter such arrangements care-
fully.

Growing numbers of freight intermedi-
aries are weighing the pros and cons of the 
practice.

For third-party logistics companies like 
Staton Õ s and Warren Õ s, there are myriad com-
mercial, legal and even social considerations.

For international freight forwarders, there 
are possible regulatory implications as well; 
this has yet to be sorted out.

The issue received scrutiny at annual 
conferences that third-party logistics and 
freight forwarder industry associations 
staged in late October.

Staff officials with the Federal Maritime 
Commission are divided over whether freight 
forwarders may legally place their personnel 
in customersÕ plants, according to Carlos 
Niemeyer, FMCÕs San Francisco district di-
rector.

Third-party logistics providers do not 
have to deal with the legality issue because 
they are not regulated by FMC or any other 
federal agency.

At a recent FMC staff meeting in Denver, 
officials with the agencyÕs Bureau of Inves-
tigation asserted the practice was patently 
illegal, Niemeyer told a workshop audience 
at the Western Cargo Conference 
(WESCCON), held in Incline Village, Nev., 
under the aegis of the Pacific Coast Council 
of Customs Brokers & Freight Forwarders 
Associations (PCC).

However, Niemeyer continued, bureau 
officials could at the time cite no statute 
outlawing the outplacement practice and, 
for that reason, there was consensus among 
the district directors that there is nothing 
illegal about it.

The practice is certainly not a rebate, 
because rebates refer to discounts from 
tariffed ocean rates, which forwarders do 
not file, Niemeyer said.

ÒThe issue is replete with all the ambigu-
ities that plague all the areas the FMC is 
trying to regulate ... The commission is 
doing a pretty good job of grappling with an 
impossible situation,Ó remarked Peter A. 
Friedmann, PCCÕs counsel and a major 
architect of the 1984 Shipping Act.
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The Pros. TLR-Total Logistics Resources, 
a freight forwarder and customs broker 
based in Portland, Ore., has been placing 
employees in clientsÕ plants on and off for 
more than 10 years, Steve Buffam, the 
companyÕs chief executive officer, told the 
WESCCON workshop.

To conform to regulations, the company 
lists its outplacement locations as FMC- 
permitted branch offices, he said.

ÒOur methods, our (operating) systems 
and our automated systems go in also,Ó 
Buffam added.

The reason TLR favors the concept is that

Ò T h e  i s s u e  i s  r e p l e t e 

w i t h  a l l  t h e  a m b i g u i t i e s 

t h a t  p l a g u e  a l l  t h e  a r e a s 

t h e  F M C  i s  t r y i n g 

t o  r e g u l a t e. . .  Ó

there is a need for an immediate-response 
capability at shippersÕ plants, he said.

ÒIn a trading-company-type environment 
... you just canÕt predict what will happen 
from one day to the next,Ó he noted.

Warren agreed, adding his company, 
Duluth, Ga.-gased Consolidated Traffic 
Management Services, is able to react as 
quickly as the need arises.

ÒIf (the customer) is going to get a new 
vendor next week, we need to know about 
it this week,Ó Warren told American Ship-
per at the close of the American Logistics 
Management AssociationÕs (ALMA) con-
ference in Burlingame, Calif..

During an ALMA conference workshop, 
Walters, who is president of National Freight 
Management in Anaheim, Calif., said he 
found a definite advantage Ñ  namely, im-
mediate contact with the customersÕ upper 
management Ñ  in placing his employees 
on clientsÕ premises.

The Cons. Staton, president o f National 
Logistics Corp. of Naperville, 111., has a 
sour taste left over from when he placed 
three employees in the plant of a manufac-
turer customer.

And he is resisting an in-plant stationing 
request from a retail chain, he told American

Shipper at the close of the ALMA gathering.
With the first client, the in-plant station-

ing occurred when the shipper was shifting 
its manufacturing activity from Chicago to 
Tennessee, in order to hire non-union work-
ers, Staton recounted.

One set of problems stemmed from the 
fact that workers at the shipperÕs Chicago 
plant perceived the arrangement with 
StatonÕs firm as the reason they were losing 
their jobs, he said.

Another set of problems arose from the 
low-level computer technology the shipper 
had, he said.

ÒThey were using a 1960s mainframe. It 
was very difficult to interface with them,Ó 
he said.

By keeping employees on his companyÕs 
premises, he cuts computer-interface costs, 
he can deal more easily with peaks and 
valleys in the work load, and he can provide 
the technical backup that his workers need, 
he said.

Regarding the in-plant stationing request 
from the retailer, Staton said he would do 
his best to talk the client out of it.

ÒIf necessary, IÕll raise the price and try to 
make it prohibitive to do it that way,Ó he said.

W ork Force Relations. Warren said 
his outplaced workers have very good rela-
tions with those of their host clients. He 
makes sure of it, encouraging his employ-
ees to mix socially with the clientsÕ, to 
attend their company picnics and to partici-
pate in their philanthropic activities.

It works to the extent that the vast major-
ity of clientsÕ employees do not know that 
WarrenÕs personnel are Òoutsiders,Ó he said.

Quality Assurance. Communications 
technology obviates the need to keep em-
ployees at the home office for quality-con- 
trol purposes, Warren said.

His company ties all personnel, includ-
ing those in clientsÕ plants, into a single 
computer system, so if an outplaced em-
ployee makes a mistake, he will see it 
immediately, he explained.

In addition, each customer provides a 
weekly Òreport card,Ó and the company 
conducts an annual meeting in Atlanta, 
involving its outplaced employees, its car-
riers and its customers, he said.

It is anything but a glad-handing session, 
Warren added.

ÒWe want to find out what they need. We 
want to hear it from their top management, 
and we want their negative feedback,Ó he 
said.

At National Freight Management, 
outplaced workers are brought back every 
four to six weeks to share their experiences 
with company executives and with one an-
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other, Walters said.
Los Angeles attorney John Politis, who 

specializes in forwarder-related issues, listed 
a number of legal considerations surround-
ing employee outplacement, and advised 
that all agreements be in writing. The mat-
ters include:

¥  The rights and responsibilities of each 
party when an outplaced worker suffers an 
on-the-job injury.

¥  Host clientsÕ needs to ensure confi-
dentiality of sensitive information.

¥  The possibility that an outplaced em-
ployee will discover illegal activity on the 
part of the host client or some of its workers.

In that case, it is best to notify the clientÕs

T o  c o n f o r m  t o  r e g u l a t i o n s , 

t h e  c o m p a n y  l i s t s  i t s 

o u t p l a c e m e n t  l o c a t i o n s 

a s  F M C - p e r m i t t e d 

b r a n c h  o f f i c e s .

top executives of the situation, Politis said.
¥  Maintaining a physical separation be-

tween the forwarderÕs and a clientÕs per-
sonnel.

This is necessary to ensure the territorial

integrity o f the forwarder employeesÕ work 
stations, given their permitted-branch-of- 
fice status, he explained.

¥  Control of the forwarding company 
over its outplaced personnel. Forwarder 
employees should get clearance from their 
headquarters before giving any advice to 
their host clients, Politis said.

¥  ÒLoaningÓ of employees by forward-
ers to clients.

Niemeyer said he did not know of any 
case law regarding the practice.

Politis advised that the forwarder avoid 
any possible legal conflict by putting the 
employee on a leave of absence or remov-
ing him/her temporarily from the payroll. !

A L M A / T I A  m e r g e r  o v e r t u r e s  c o l l a p s e

A m e r i c a n  L o g i s t i c s  M a n a g e m e n t  A s s o c i a t i o n 

m u s t  s a i l  a l o n e ,  a t  l e a s t  f o r  t h e  n e a r  t e r m .

By Richard Knee

Merger or affiliation overtures by the 
American Logistics Management Associa-
tion, a group of more than 75 third-party 
logistics firms, to a handful of other organi-
zations have drawn polite but firm Òno, 
thanksÓ replies.

The overtures were mainly out of a desire 
to cut administrative costs, particularly with 
executive director Richard Dodd having 
left to take charge of logistics operations 
and carrier relations for Advo Corp. in 
Connecticut.

But DoddÕs departure will apparently not 
leave the organization without administra-
tive help, because Bob W alters, the 
associationÕs chairman, has agreed to take 
over those chores temporarily.

ALMA was also considering hiring an 
outside contractor to handle day-to-day 
administrative operations.

The latest Òno, thanksÓ response came at 
A LM A Õs annual conference, held in 
Burlingame, Calif., in late October, when a 
group calling itself the Transportation In-
termediaries Association (TIA) pitched 
ALMAÕs board on affiliating and then, the 
following day, decided it would not be in 
either of their best interests to do so.

TIA is in the formative process. Behind 
its launch are leaders of the Transportation 
Brokers Conference of America (TBCA), 
who see TIA as an umbrella group for 
TBCA and other groups representing vari-
ous third-party segments.

TIAÕs withdrawal of its affiliation pro-
posal capped a series of ironic twists and
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turns.

TBCA president Donald Sooy had been 
on the steering committee that formed 
ALMA, then left the latter because he felt 
the organizationsÕ interests were too dis-
parate.

At the ALMA gathering, he was one of a 
pair of TBCA-cum-TIA officials to urge 
that ALMA be a TIA-member group. The 
other was TBCA executive director Annette 
Petrick.

And again, he and Petrick eventually 
concluded that it would not be a good fit.

ÒWe have a number of philosophical 
differences,Ó Petrick told ALMA officers 
and directors at the end-of-conference board 
meeting.

ÒW eÕre both in the process of evolving,Ó 
she added. ÒThere may be a time in the 
future when we can reconsider.Ó

Ò You have a ways to go as far as unanim-
ity, in terms of which direction you want to 
go in .... We wish you nothing but the best,Ó 
Sooy said.

ALMA leaders, while surprised by the 
TIA leadersÕ change of heart, still did not 
seem terribly disappointed by it.

They had voiced some doubts during the 
first round of discussions, particularly over 
how dues would be collected and divided, 
and over how much autonomy TIA would 
give its component organizations.

Meanwhile, ALMA and TIA plan to re-
main in contact. ALMA first vice chairman 
Mark Goss and board member Carl Lappke 
agreed to serve as a two-person committee 
to maintain a liaison with TIA.

Sooy and Petrick said they are planning

TIA Õ s official launching next March in New 
Orleans.

Other organizations that declined to 
merge, or at least share office space and 
facilities, with ALMA were the American 
Trucking Associations Logistics Council; 
the National Industrial Transportation 
League; and the Freight Forwarders Coun-
cil of America.

The ATA unit and the forwarders group 
were simply not interested, Dodd said.

The NIT League was trying to effect a 
quick, sharp separation from the third-party 
logistics industry, he said.

After welcoming third-party firms as 
regular members, NIT League leaders be-
came worried that they would soon out-
number shippers in the organization and are 
thus ÒretreatingÓ from any possible ties 
with the third-party industry, he explained.

ALMA Officers. Bob Walters, vice presi-
dent of National Freight Management in 
Anaheim, Calif., was reelected chairman of 
ALMA.

Also re-elected were first vice chairman 
Mark Goss, ELCO Freight International, 
Los Angeles; second vice chairman Philip
G. Deely, Innovative Logistics, Fort Mill, 
S.C.; and secretary Gregg A. Troian, Pitts-
burgh Logistics Systems, Coraopolis, Pa.

The new directors are Jack Staton, Na-
tional Logistics Corp., Naperville, 111., who 
is also treasurer, and Nelson H. Maier, 
Consolidated Traffic Management Services, 
Duluth, Ga.

The board also implemented a series of 
dues increases that rank-and-file members 
had approved. Under the new schedule, 
firms qualifying for regular membership 
pay $450 a year for the first person and $200 
for each additional person. Those amounts 
rise from $200 and $100, respectively.

Companies taking associate memberships 
in ALMA must pay $550 per person annu-
ally, up from $300. !
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By Richard Knee, (415) 495-6748, FAX (415) 495-6750

When a Ôsw eatsh irtÕ isnÕt
Those garments you imported look and feel, for the most part, 

like sweatshirts; certainly, they have the napped-fabric inside 
characteristic of sweatshirts.

But each has collar opening that requires buttons or a zipper to 
close it and keep out the cold.

That makes it a jacket, in the eyes of U.S. Customs Service 

officials.
And the distinction is one of literally hundreds of which importers 

and customs brokers need to be aware because of the tariff classifi-
cation implications, a pair of commodity specialists from CustomsÕ 
San Francisco district office told brokers at a recent workshop.

Customs pays especially close attention to apparel imports not 
just for duty-amount reasons but also because of quota restrictions 
and visa requirements peculiar to that commodity group.

Factors such as material composition, construction, envisioned 
use and intended wearer determine the Òessential characterÓ of a 
garment, commodity specialists Sylvia Schwartz and Susan David 

noted.
But occasional variances generate confusion, they said.
MenÕs boxer shorts are a prime example. Normally, they are 

considered underwear, but recently, some teen-age girls in Los 
Angeles started sporting their fathersÕ boxer shorts as outerwear at 
the beach, so it was suddenly a fashion trend, Schwartz recounted.

Broker carelessness also causes problems, Schwartz and David 

said.
For instance, garments imported as ÒfolkloreÓ items, which are 

subject to quota, must be listed on their accompanying release 
document (3461) with an ÒFÓ in front of the tariff number, and 
brokers often fail to keep the ÒFÓ designation affixed when trans-
ferring the tariff number to the electronically filed entry (7501), 

they said.
ÒThere is no room for any error with quota (merchandise),Ó they 

said.

W eise continues mending fences
When U.S. Customs Commissioner George Weise spoke at the 

annual Western Cargo Conference (WESCCON) in late October, 
he devoted a good deal o f his address to mending fences with the 

customs brokers.
Weise did not make a scheduled appearance at last yearÕs 

WESCCON. He was furious over the then-recent refusal by the 
brokersÕ national association to support the Customs Moderniza-

tion Act.
The brokers objected to a provision that would permit the 

electronic filing of import entries with Customs from anywhere in 
the country, regardless of where the cargo enters the country.

The Mod Act eventually made it through as a rider to the bill 
affirming U.S. participation in the North American Free Trade 

Agreement.
ÒI want to start by apologizing for not being here last year,Ó 

Weise said in his keynote address at this yearÕs WESCCON.
In fact, in the face of several ÒassaultsÓ on his schedule, he 

reiterated several times his intention to attend the conference, he 
told the brokers and freight forwarders.

With Customs revamping its structure and modernizing its

information systems, the agency wants the trading community to 
participate at the Òfront endÓ of the process, he said.

ÒOur fundamental focus is to design systems from the beginning 
to meet service standards ... that we are going to work out with 

you,Ó he said.
Later in his speech, Weise acknowledged the tinge of a bitter 

taste that brokers have from the iron-fisted regime of William von 
Raab, who headed Customs during the Reagan Administration.

ÒWe must resolve our problems by working closely together. We 
have some credibility problems, I guess. We have not been able to 
show you that we are there for you,Ó he said. ÒAs we move to try to 
implement the reorganization ... I hope we can find a way to move 
forward in a spirit of cooperation. We are not out to do you in.Ó

A b roker-tu rned -traderÕs perspective
Technological improvements, regulatory change and quality- 

control issues will increase the number of importers who do their 
own customs brokerage, a broker-tumed-trader predicted

The trader requested anonymity. He described himself as an 
import/export specialist for a beauty-supplies firm, who worked in 
customs brokerage all his life until last summer.

Remote entry filing Ñ  the authorization to file import entries 
with Customs from any location, regardless of where a shipment 
enters the country Ñ  is a major reason importers will do their own 
brokerage, the trader said.

While the technology for remote filing exists, Customs could not 
implement it until passage of the Customs Modernization Act.

Another driver of the in-house brokerage trend is that brokers are 
in many cases ill equipped to do their job, the trader said.

In the short time he has been in his current job, he has learned 
twice as much as he did in his entire brokerage career, he said.

One area in which brokers fall short is knowledge of product 

line, he said.
ÒCustoms brokers in some ways should be more specialized ... 

by commodity,Ó he said.
Why did he request anonymity?
ÒI am (perceived as) an enemy to the people who are here,Ó said the 

trader, who spoke with American Shipper at WESCCON. ÒI am not 
an enemy. I am a result of the problem within the brokerage industry.

C irc le  is bullish on South A frica
When Peter Gibert, chief executive officer of the Harper Group, 

shared the dais with a pair of major competitors at WESCCON, he 
was fresh (or maybe a bit jet-lagged) off a flight from South Africa.

With that country under democratic rule, Harper has revived its 
activity there after a six-year absence, and the company sees huge 
potential for Johannesburg, the capital city, as a distribution hub for 
the sub-Saharan region, said Stuart O. Keirle, chief operating 
officer for Africa, the Middle East and Asia.

Harper has purchased a 25 percent stake in Circle Freight 
International South Africa, which Harper owned entirely until 
selling it in 1988 to a corporation called Barlows, said Keirle, who 
accompanied Gibert on the recent trip.

HarperÕs operating unit, Circle International, is teaming up with 
the South African firm to help companies there find buyers abroad, 

he said.
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Probably the most immediate markets are India and the Middle 
East, and Europe, Asia and North America also offer tremendous 
potential, he said.

Cultural and language differences make South America an 
unlikely market, at least in the near term, he said.

While diamonds are the product that one associates most readily 
with South Africa, that country has developed myriad other indus-
tries, particularly during the period of its economic isolation, 
Keirle noted.

Big-volume items include foodstuffs, paper-manufacturing ma-
chinery, engines and armaments as well, he said.

In addition, South Africa has excellent transportation and com-
munications infrastructures that position the country to serve as a 
distribution hub, he said.

ÒThe telephones work there, and the roads are excellent,Ó he said.
In fact, Caterpillar and 3M Corp. have established regional 

distribution centers in Johannesburg, he said.
At the same time, neighboring countries need to develop their 

own infrastructures, he said. For instance, trucks must travel a 
ÒtortuousÓ route from Johannesburg to Nairobi, Kenya.

Harper/Circle faces some stiff competition, Keirle acknowl-
edged.

Europe maintained trade relations with South Africa during the 
apartheid regime, and European companies remained active there, 
he noted.

ÒAmerica has a lot of catching up to do,Ó he remarked.

In brief...

FORWARDER-CARRIER AUTOMATION. The National 
Customs Brokers & Forwarder Association of America is conduct-
ing a series of seminars around the country through yearend to 
encourage forwarders to establish electronic communications links

A i r  F r e i g h t  N e w s

Apple tes ts  e lectron ic  packing slip
Apple Computer is testing a Skyway Freight Systems Òelec-

tronic packing slipÓ that combines transportation data with the 
electronic Advanced Shipping Notice.

Skyway, a subsidiary of Union Pacific Corp., said the system can 
benefit shippers and consignees.

An Advanced Shipping Notice, or ASN, is the electronic notice 
that goods have been shipped. Consignees now receive ASNs from 
shippers in separate transmissions from delivery details provided 
by transportation companies.

The consignees have to reconcile that information, and often the 
two donÕt get matched up promptly.

By receiving the ASN data and transportation data at the same 
time, they can better plan for deliveries and gain better control of 
their inventories, said Ray Lutz, SkywayÕs senior vice president of 
sales and marketing.

Lutz said the system allows consignees to specify the order in 
which they want goods delivered Ñ  giving priority to particular 
items in a large mixed shipment.

For shippers, Lutz said, the system will help by providing a 
single point o f contact through Skyway, instead of connections 
with thousands of consignees.

Skyway said that after the tests by Apple were completed, the 
system would be offered to other customers by year-end.

Apple said it was pleased with early results of its tests of the 
system. Combining the ASN and transportation data on a shipment 
will allow Apple to provide customers Òwith the information they 
need to track shipments and to manage inventory flows,Ó a spokes-
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with ocean carriers. The seminars are part of a cooperative effort 
with a nine-carrier group called the Information Systems Agree-
ment. Paul F. Wegener, executive vice president of New Orleans- 
based M.G. Maher & Co., chairs the NCBFAAÕs forwardersÕ 
automation committee.

EXPEDITORS INTERNATIONAL. Expeditors International 
of Washington state has appointed Mario Alfonso managing direc-
tor o f Latin America and Angell Lu manager of China develop-
ment. Both are new positions. Alfonso, based in Miami, has more 
than 20 years in forwarding. Before joining Expeditors he was 
president of Stair Cargo-Intertrans. Lu, based in San Francisco, is 
responsible for initiating and developing business relationships 
with emerging and leading growth companies in northern, central 
and southern China. Expeditors and a Beijing city government 
subsidiary have formed a joint venture that is operating eight 
offices and international service centers in China.

ÔISO 9002Õ FOR KOG. KOG Transport AG, ZUG, of Switzer-
land, has received ISO 9002 certification from the International 
Standards Organization. That company and New York-based Kog 
Transport, Inc., are members of the Dacotrans Group.

SCHENKER PROMOTES THREE. Schenker International has 
promoted Alex Kaczmarski Jr. to corporate director, outbound 
ocean operations; Anke Wandel to director, European ocean in-
bound operations, and Ambiga Todaro to director, Far East ocean 
inbound operations. Kaczmarski, based in Chicago, has been with 
Schenker for nine years, the last three as national sea cargo 
coordinator. Wankel joined Schenker in 1988 as gateway manager, 
NVOCC traffic, and later was named New York export manager. 
Todaro, based in Los Angeles, has been east gateway manager 
since 1992.

man said.

ÒThe ability to link shipping and transportation information also 
assures that the customers can more readily match invoices against 
product received, which will reduce billing reconciliation issues,Ó 
the Apple spokesman said.

ÒI think itÕs going to revolutionize the whole idea of printing a 
packing slip, Lutz said. ÒSomeone can look at this and see not only 
whatÕs coming in but how itÕs getting there.Ó

Adrian Dalsey, the ÔD Õ in DHL, dies a t 80
Adrian Dalsey, one of the co-founders of DHL Worldwide 

Express, died Oct. 10 at age 80. The name DHL came from the 
last names of Dalsey and his partners, Larry Hillbom and Robert 
Lynn.

Dalsey, who retired from DHL in the early 1980s, was described 
by Dean Christon, a spokesman for DHL, as a Òhands-onÓ execu-
tive who had a global perspective and Òthe personality and will to 
overcome pitfalls.Ó

When DHL was formed in 1969, its purpose was to provide 
door-to-door service between San Francisco and Honolulu. The 
airlineÕs primary business was delivering bills of lading.

By 1971, DHL had expanded into the Pacific Basin region with 
its first location in the Philippines. It opened offices in Australia, 
Hong Kong, Japan and Singapore a year later.

During the late 1970s and early 1980s, DHL established a 
presence in Europe (1974), Latin America (1977) and Africa and 
the Mideast (1983). it also entered eastern Europe and China.

Under the umbrella of DHL Worldwide Express, DHL Airways,



based in Redwood, Calif., covers the U.S. and DHL International, 
based in Brussels, covers the rest of the world.

Varkonyi, Fogarty named to Em ery positions
Irvin S. Varkonyi has been named manager of government 

international logistics of Emery Worldwide and Robert J. Fogarty 
has been appointed director of sales for Latin America, Mexico and 

the Caribbean.
Varkonyi began his airline career at KLM Royal Dutch Airlines 

in 1978, where he rose to regional cargo sales director. He joined 
Martinair Holland in 1988 as vice president for Americas cargo 
sales, a post he held until joining Emery.

In his new post he will be responsible for coordinating EmeryÕs 
government contracts and other services.

Emery has a 10-year, $880 million contract with the U.S. Postal 
Service to operate a 22-aircraft dedicated fleet for the Postal 
ServiceÕs Eagle network, moving overnight express and priority 
mail. Emery also is the primary carrier for time-sensitive interna-
tional packages weighing up to 150 pounds for the Defense 
DepartmentÕs Air Mobility Command.

Fogarty, based in Miami, has 20 years in sales, marketing and 
management in Latin America and 12 years in air cargo. His most 
recent post was director of cargo sales for the Latin American 
division of American Airlines.

He started his career with Flying Tiger Line as marketing 
manager for Latin America in 1982 and rose to senior manager of 
international marketing for Latin American before joining Ameri-

can in 1990.

Lufthansa adds transatlantic  cargo flights
Lufthansa Cargo said it will add seven weekly freighter flights 

to its winter schedule from the U.S., including additional flights 
from Chicago and Miami to Frankfurt and new DC-8F freighter 
service from New York to Cologne.

Through March 24, Lufthansa will increase its Boeing 747 
freighter service from 22 to 24 flights a week from seven U.S. cities 

to Frankfurt.
The carrier also will add a five-times-a-week DC-8F freighter 

service between New York and Cologne. These flights will provide 
an additional 200 tons a week of cargo capacity, Lufthansa said.

Skyway appoints international trade services director
Skyway Freight Systems has appointed Sandra K. Dunlap 

director of international trade services.
She had been a private consultant since the early 1980s, most 

recently as president of The Cushing Group, a firm specializing in 
international trade and training.

Skyway, a subsidiary of Union Pacific Corp., is based in 

Watsonville, Calif.

Roadway Global A ir adds San Juan, Austin flights
Roadway Global Air has added flights to San Juan, Puerto Rico, 

and Austin, Texas. Both flights will connect with the Roadway 
Global Air hub in Terre Haute, Ind.

Am erican International announces expansion
American International Airways, a Ypsilanti, Mich.-based world-

wide air cargo and passenger charter service, said it will add more 
than 1,000jobs as a result of the recent purchase of 19 Boeing 727s 
and eight Lockheed L -101 Is.

AIA said 746 jobs will be added at the company Õs Ypsilanti base 
and that staffing will increase by 247 in Oscoda, Mich., the 
companyÕs maintenance division.

AIA also said American International Freight, the companyÕs 
overnight freight service division, will move by October 1995 to 
Toledo Express Airport in Ohio.

AIA and American International Freight are owned by the 
Kalitta Cos., which also includes American International Cargo, a 
Phoenix-based scheduled air cargo service to the Pacific, and 
Kalitta Flying Service, a worldwide ambulance, cargo and passen-

ger charter service.

Burlington A ir reports $22  million profit
Burlington Air Express reported third-quarter operating profit 

of $22.2 million, an increase of 47 percent over the $15.1 million 
reported a year earlier. Revenue was $312 million, up 22 percent.

The Irvine, Calif.-based carrier credited a 20 percent increase in 
domestic volume for its 13th consecutive quarter of year-to-year 
growth in the domestic heavy air freight market.

International transaction volume rose 28 percent during the third 
quarter, with revenue increasing 24 percent. Burlington said in-
tense competition continued to erode international profit margins.

During the third quarter, Burlington handled 315.7 million 
pounds of shipments, up from 256.3 million a year earlier. Rev-
enues were $146.1 million from domestic operations and $165.9 
million from international, compared with $121.2 million and 
$133.6 million a year earlier.

Burlington is a subsidiary of The Pittston Co.

Burlington opens offices in Mexico
Burlington Air Express has opened company-own offices in 

Mexico City and Guadalajara. Frank Alaniz has been appointed 
area manager for Burlington in Guadalajara and Mexico City. He 
reports to Greg Davis, director of Latin American operations. Brian 
Edlich, based in Miami, will remain international manager for 
Mexico, the company said.

Em ery named dom estic carrie r fo r Herm an M iller
Herman Miller, one of the largest office furniture manufacturers 

in the U.S., has named Emery Worldwide its sole domestic carrier 
for air freight shipments of 10 pounds or more.

The Zeeland, Mich.-based furniture company has manufactur-
ing and distribution facilities in California, Texas, Georgia, Michi-

gan and North Carolina.
The multiyear contract, valued at more than $1 million, is 

expected to double the annual freight handled by Emery for 
Herman M illerÕs domestic network, the air carrier said.

The contract calls for regularly scheduled pickups and deliveries 
at all Herman Miller distribution and manufacturing facilities. The 
shipments include freight such as entire office cubicles, free-
standing desks and panels, with shipments ranging up to 5,000 

pounds.

K intetsu opens office in Sao Paulo
Kintetsu World Express (KWE), the Japan-based international 

air freight forwarder, has opened its first South American office, in

Sao Paulo, Brazil.
The office is headed by Toshimitsu Shimada, who has worked 

in KintetsuÕs New York and Miami offices. Shimada reports to 
Toshikhiko ÒJoseÓ Shimamoto, president of KWEÕs Brazilian 

subsidiary, KWE do Brazil.
The new office will initially concentrate on traffic from Japan 

and other Asian markets. Much of that cargo is shipped to the U.S., 
combined with U.S.-origin traffic and then relayed to Sao Paulo.

Challenge A ir gets ÔEÕ award
Challenge Air Cargo, a Miami-based all-cargo service between 

the U.S. and 15 cities in Latin America, has been named to receive 
the PresidentÕs ÒEÓ Award for excellence in exporting.

Challenge operates 340 flights a month between the U.S. and 
Latin America and last year transported more than 100,000 tons of 

air freight.
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R i s i n g  t u r b u l e n c e  o n  a i r  c a r g o

R a t e s  a n d  c a p a c i t y  a r e  t h e  i s s u e s  in  m e e t i n g 

F A A  S t a g e  3  n o i s e  r e d u c t i o n  r e q u i r e m e n ts .

By Chris Gillis

With the retirement of many wide-body 
aircraft for narrow-bodies, shippers and 
forwarders worry about rising cargo rates.

In order to meet Federal Aviation Ad-
ministration noise reduction levels, the air-
lines have had to retire old aircraft or upgrade 
the engines. In addition to recent retire-
ments, over 100 DC-10s and B-747s will be 
retired by 1997, airline officials say.

Shippers anticipate that rates might in-
crease with the shift to smaller aircraft. 
Narrow-bodies hold much less cargo in 
their bellies than the wide-bodies.

Some wide-bodies will be moved over to 
international flights. Therefore, some cargo 
carriers believe that rates will remain stable 
on the international side.

Reality Or Illusion? In its annual report 
Boeing indicated that since late 1993, the 
U.S. airline industry has begun to return to 
profitability. The annual growth rate in 
domestic cargo is currently 6.7 percent.

Boeing outlined three aspects that have 
contributed to this recent growth in air 
cargo:

¥  Consolidation reflecting the trend to-
ward globalization among all types of car-
riers.

¥  A parallel trend toward globalization 
in manufacturing and production.

¥  The continuing influence of deregula-
tion and changing trade policies.Ó

However, airline officials are talking 
about refocusing their marketing strategies. 
In order to stay competitive, the passenger 
airlines are going to have to Òfocus on the 
passenger side,Ó while cargo carriers stay 
with cargo hauling, said David Wolverton, 
director of transportation logistics for Em-
ery Worldwide.

Wol verton admitted that Emery had once 
tried to compete with integrated carriers for 
small package freight. The small packages 
could be squeezed between the extra space 
of heavy freight.

But Emery could not acquire the amount 
of envelope business to support that type of 
pick up and delivery service, Wolverton 
explained. ÒHeavyweight freight is where 
we are efficient.Ó

ÒWhen you are trying to satisfy more 
than one group, you might satisfy one and 
dissatisfy the other,Ó Wolverton said. ÒCom-
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panies have to be careful about being all 
things to all people.Ó

Capacity Awareness. Integrated and 
cargo carriers expect to absorb excess cargo 
from passenger airlines.

ÒW eÕre going to be the beneficiaries of 
passenger carriers downsizing,Ó Wolverton 
said.

Overthe years, combination carriers have 
Òdiscounted pricing (on cargo rates) very 
low,Ó Wolverton explained. ÒIt made it so 
we couldnÕt raise our rates for a long time.Ó

United Parcel Service is constantly watch-
ing the market to evaluate its air cargo rates, 
said Ken Shapero, spokesman for the UPS 
Air Group. ÒItÕs impossible to tell the fu-
ture.Ó

Shapero noted that there is a Òtrend to-
ward time definite deliveryÓ in the small

package business. This will require highly 
automated value added systems, Shaperc 
explained. He suggested there might be 
some mode blurring in the long term.

"There will always be a demand for aii 
cargo service,Ó Shapero said. ÒThe issue if 
quality in meeting the customerÕs distribu-
tion needs. ItÕs a good time to be a distribu-
tion customerÓ with all the competition, he 
added.

In order to meet the Stage 3 require-
ments, UPS has refitted its aircraft with 
Rolls Royce engines. Thirty 727s have re-
ceived the new engines and 44 are expected 
to be converted by the end of next year. 
ÒW eÕve given them new life,Ó Shapero said.

American Airlines has taken many old 
DC-10s off the line and replaced them with 
767s and 757s.

Steven D. Leonard, vice president of 
sales and marketing for American AirlinesÕ 
cargo division, does not foresee a capacity 
shortage for cargo in their fleet. ÒI wish we 
were absolutely full.Ó

To accommodate cargo on the 767s, 
American Airlines purchased a pool of LD 8 
containers. ÒIt was a strategic move,Ó Leonard 
said. ÒWe took the initiative to purchase

T
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does a better job  o f delivering your 
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definite delivery services and the 
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custom er service center to keep you 
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R o a d w a y  Globa l Air
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A m e r i c a n  A i r l i n e s  c l o s e s  s e v e n  u n p r o f i t a b l e  c a r g o  te r m in a l s .

containers to fit the contour of the 767.Ó
There is about a 4 percent demand for 

upper deck capacity, Leonard explained, 
because of the growth in high quality truck-
ing. Leonard also credited truckers for keep-
ing the domestic rates stable. ÒTheyÕre our 
biggest competitors.Ó

Rates Uncertain. Increased rates and 
less capacity for domestic cargo are the 
biggest concerns for most shippers and for-
warders.

Robert Atwood, worldwide traffic man-
ager for Conner Peripherals in San Jose, 
Calif., a distributor of disc and tape drives, 
protests the change in aircraft size for do-
mestic routes.
ÒThe airlines have to be more flexible by 
paying more attention to cargo,Ó he said.

Conner Peripherals can not afford to break 
up cargo because of the ÒsensitivityÓ of the 
product, Atwood explained. Atwood pre-
fers to use the wide-body combination car-
riers. Integrated carriers charge him a higher 
rate. ÒI'm  going for market share,Ó and 
lower prices helps me do that, Atwood said.

Even on the international side, Atwood 
worries about lack of DC-10 and B-747 
wide-bodies. Backlogs of freight out of the 
Pacific Rim are a big problem, Atwood 
said. ÒThere is a large need for additional 
freighter service out of the Pacific Rim.Ó

Dick Morris, chief operating officer of 
Pilot Air Freight, does not see any problem 
in moving freight with trimmer aircraft. 
ÒThereÕs still more capacity,Ó he said.

Rates will remain stable, Morris com-
mented. ÒWe are still in a very competitive 
environment.Ó

Texas Instrum ents. Texas Instruments 
uses integrated and cargo carriers for its 
domestic shipments. The company does 
not foresee any capacity shortage domesti-
cally, said Larry Horton, manager of inter-
national traffic and distribution.

Texas Instruments would prefer to main-
tain wide-bodies internationally. If airlines 
go to narro w-bodies for international routes, 
Texas Instruments will have to pay more 
money, Horton remarked.

Greg Smith, vice president o f The 
Colography Group, an Atlanta-based con-
sulting group, expects Òsome rise (in rates) 
but not giant.Ó He predicts that trucking 
rates will hold down air rates.

Even if the integrated and full cargo 
carriers gain a larger share of the cargo 
business, there might be an increase of 2 
percent in rates, Smith said.

ÒRates are so low that they donÕt support 
pure freighters,Ó Smith said. He added that 
there might be a possibility for capacity 
shortage in the future. !

By Chris Gillis

While celebrating its 50th anniversary in 
cargo services, American Airlines announced 
it was closing seven cargo terminals.

The terminals were declared unprofitable 
by American Airlines after a two-and-a-half 
year internal study to cut costs.

ÒThe terminals are closed from a freight 
term inal standpoint,Ó said Steven D. 
Leonard, vice president of sales and mar-
keting for the cargo division of American 
Airlines. Passenger flights to and from these 
locations, however, will continue.

Shippers will have to move their cargo 
from the terminated locations to the nearest 
American Airlines cargo terminal by truck.

The seven terminals to be eliminated 
from cargo service are Columbus, Ohio; La 
Guardia and Syracuse, N.Y.; Oakland and 
Sacramento, Calif.; Wichita, Kan.; and 
Milwaukee. American Airlines officials said

that these terminals were operating at a loss.
ÒIf we can't make money in a city, we 

will close the term inal,Ó said David 
Rogerson, manager of cargo operations of 
American AirlinesÕ cargo services. ÒWe 
are not going to operate terminals at a loss.Ó 

American Airlines would not disclose 
the amount of revenue saved from the cut 
terminals.

ÒClosings are just smart business,Ó said 
Brian J. McMenamy, vice president of cargo 
finance and automation. ÒWhere weÕre not 
making money, we have to figure a way to 
turn it around or get out.Ó

American Airlines contracts with truck-
ing companies through Air Cargo Inc., a 
contract clearing house for the major air 
carriers. Trucking companies place bids for 
particular hauling markets with the airlines.

The reason for closing the terminals is 
Òthe efficiency and effectiveness of truck-
ingÓ in those areas, Leonard explained.

Combination Carriers Net Freight Revenue ($ millions)
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AA 289.2 AA 325.3 AA 395.4 UA 425.7 

DL 333.7 

CO 143.8 

US 82.9 

TW 73.1

AA 242.2 DL 263,7 

CO 173.5 

TW 135.3 

US 85.4

DL 291.1 

CO 183.7 

TW 98.4 

US 87.4

DL 346.8 

CO 161.9 

TW 91.9 

US 84.1

CO 142.4 

TW 141.5 

US 50.9

Source: American Airlines Cargo

American Airlines Cargo Terminal Productivity

Freight Per Terminal Employee Cargo Terminal Salary Expense
/in  tn m  m n n r ln  ^  / . .

(cents per pound of freight)

Pounds (mils)  
Employees

1000 Ibs/emp

1,205
1,713

703

1,347
1,764

1,472
1,773

Salaries {$ mils)  
Freight lbs (mils)

$55.1
1,204.9

$58.9
1,347.5

$62.8
1,472.1

764 830 cents/pound 4.6 4.4 4.3
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T r u c k  h e i g h t  l i m i t s  a r e  i s s u e  a t  J F K

A i r  c a r g o  h a n d l e r s  s e e k  e a s i n g  o f  l a w  t h a t  r e s t r i c t s  t r u c k 

h e i g h t s  to  1 3  112 f e e t  o n  a l l  N e w  Y o r k  h i g h w a y s .

Cargo will be routed by truck to nearby 
terminals. Forinstance, cargo that was origi-
nally moved out of the Columbus station 
will be trucked to Cincinnati, Leonard said. 
Shippers in the Sacramento area will have 
the option of moving cargo out of the San 
Jose or San Francisco terminals.

In the former terminals, American Air-
lines will still handle priority parcel service 
and mail along with its passenger service.

Burlington Air Express in Milwaukee 
will have all of its shipments trucked to 
O ÕHare International Airport in Chicago. 
ÒIt has not hurt us,Ó said Chris LaBonte, 
export m anager.

However, LaBonte told American Ship-
per that American AirlinesÕ customer ser-
vice has suffered due to cutbacks in its staff.

ÒW eÕve seen some deterioration in cus-
tomer service,Ó LaBonte said. ÒAmerican 
Airlines is going for the freight, but I donÕt 
know if theyÕre going at it the right way.Ó

Lost Jobs? American Airlines officials 
say there have been minimal layoffs from 
closing the terminals. Most of the labor was 
relocated or moved into passenger services.

ÒTheyÕre not happy with it, but they have 
to change,Ó McMenamy said. He added 
that American Airlines has communicated 
with labor during the process.

ÒWe don Õ t like it,Ó said Richard Scattone, 
president of the Transport Workers Union 
Local 501 at La Guardia Airport. ÒEven 
though they (American Airlines cargo han-
dlers) have bumping rights, eventually 
someone will lose a job.Ó

The trend in the airline industry is to 
contract work to outside com panies, 
Scattone said. ÒTheyÕre thinking itÕs much 
cheaper,Ó he added.

The Transport Workers Union will be 
negotiating its contract by January next year 
prior to its expiration in March. The union 
expects to confront an increased use of non-
union labor by the airlines, Scattone said.

American Airlines operates 338 cargo 
terminals worldwide.

Trimm ing Headquarters. In Septem-
ber, AMR Corp., parent company of Ameri-
can Airlines, announced it hired the Boston 
Consulting Group to find ways to save 
money in its operations. The group esti-
mates that $75 million will be saved at the 
management level in American Airlines.

ÒThere will be layoffs as a result of it,Ó 
McMenamy said. ÒItÕs a small piece of a 
much larger plan.Ó

Leonard explained that this was the way to 
achieve Òlow cost competition. We are to-
tally reinventing headquarters.Ó He added 
that $750 million in revenue will be saved on 
labor throughout the entire organization. !

By Chris Gillis

Air cargo handlers at John F. Kennedy 
International Airport are complaining about 
strict enforcement of a New York state law 
that restricts the height of trucks.

The law prohibits the movement on state 
highways of trucks stacked above 13 feet, 
six inches.

JFK air cargo interests complain that the 
law penalizes them in competition with 
other airports that arenÕt burdened with 
such a restriction.

ÒJFK has a problem like no other place,Ó 
said Robert Henning, director of terminal 
services at Polar A ir Cargo.

Maximum pallet height for cargo in a 
Boeing 747 fre igh ter is 118 inches, 
Henning.explained With the trailer, this 
pushes the height four to six inches above 
the lawÕs requirement, he added.

The enforcement of the height law causes 
Òsignificant delays and excess costs,Ó 
Henning said. ÒItÕs hurt us.Ó

One of HenningÕs main concerns is han-
dling palletized cargo for Far Eastern ship-
pers. Shippers in the Far East Òwant to 
maximize the cubic spaceÓ inside the air-
craft for cost efficiency, Henning said.

This law makes it difficult to obtain busi-
ness from the Far East, Henning commented. 
ÒOne of the most frustrating things is that 
they donÕt have this problem in Chicago 
and Columbus.Ó

State officials say the height restrictions 
are enforced for a reason. Several bridges 
around JFK have low overhead clearances 
under which trucks with too-tall loads canÕt 
pass.

ÒOpen trucks are dangerous,Ó said Bill 
Greenway, president of Airport Consulting 
Group, during a recent meeting of the Air 
Cargo Association at JFK.ÓPallets do fall, 
if theyÕre not stacked properly.Ó

ÒI think we have to balance what has 
become a priority between the public good 
and the industry,Ó said James E. McCaffrey, 
freight operations manager at Qantas Air-
ways. ÒWe have to follow the law.Ó 

However, McCaffrey remarked that ship-
pers have delivered high pallets without 
incident, by using highways that do have 
adequate clearance.

The law Ñ  Article 10, Section 385, of 
New York stateÕs traffic statutes Ñ  does 
allow shippers and truckers to obtain an

over-height permit that requires the truck to 
take a specific route to avoid low clear-
ances, explained Clifford Speck, hazardous 
material specialist for the commercial ve-
hicle safety bureau of the New York State 
Department of Transportation.

Speck said the statecommissionerof trans-
portation Òwould look at a requestÓ from the 
airport community to adjust the height law, 
Speck said. The economic effects of the law 
will be a major factor, he added.

Perhaps the biggest problem for trucks 
around JFK is the Federal Circle bridge 
near the airport. ÒThere have not been a lot 
o f instances o f h itting  overpasses,Ó 
Greenway said.

Nicolas G. Garaufis, counsel to the presi-
dent of the New York borough of Queens, 
where JFK is located, said the problem is 
being reviewed. ÒBut we have not ascer-
tained the solution,Ó he said.

Garaufis said his office has been in con-
tact with the Port Authority of New York 
and New Jersey and the New York state 
government about the issue. !

N i p p o n  C a r g o  o p e n s  

J F K  t e r m i n a l

Nippon Cargo Airlines has opened a $43.5 
million cargo terminal at John F. Kennedy 
International Airport.

Nippon Cargo Chairman Takeo Hori pre-
sided over the dedication ceremony for the 
new terminal, which has 175,000 square 
feet of warehouse and office space on a 15- 
acre tract.

The terminal was financed with $43.5 
million in New York City Industrial Devel-
opment bonds.

The terminal, Building 79, is off the North 
Boundary Road in the airportÕs North Cargo 
area. It has parking positions for two 747 
freighters, 18 truck docks, and an automated 
pallet storage and handling system that can 
accommodate more than 200 pallets.

Nippon Cargo Airlines, JapanÕs only all-
cargo air carrier, began operations at JFK in 
1985 with two scheduled 747 freighters 
operating six round trips per week between 
New York and TokyoÕs Narita airport.

The airline now operates six freighters 
that make 11 round trips per week between 
the U.S. and Japan, with additional service 
to Europe. ¨
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Giant X-Ray machine was installed in this building at Tacoma.

Look inside
X - r a y  m a c h i n e  s h o w s  w h a t  i s  i n s i d e  t r u c k s  a n d  c o n t a i n e r s ,  b u t  C u s t o m s 

d e c i d e s  t h e  c o s t  i s  t o o  h i g h  a n d  w i l l  s h u t  d o w n  i n s t a l l a t i o n  a t  T a c o m a . 

M e a n w h i l e ,  m a c h i n e s  a r e  b e i n g  p u t  t o  u s e  a t  tw o  b o r d e r  c r o s s i n g s  i n t o  C h i n a ; 

t h e  P a r i s  a i r p o r t ;  L e  H a v r e  a n d  H a m b u r g .  M i d e a s t  a u t h o r i t i e s  a r e  i n t e r e s te d .

By Joseph Bonney

Containerization has added efficiency to 
shipping, but also has made it easier for 
smugglers to hide drugs and other contra-
band from the Customs Service.

So Customs, together with a high-tech 
agency of the Defense Department, is try-
ing to develop ways to use X-rays to look 
through the steel walls of a 40-foot box.

The agencies have tested a system at the 
Port of Tacoma that zaps containers with 20 
million electron volts of X-ray power Ñ  
about 100 times what your briefcase gets at 
airport security.

It works, but the cost is high in relation to 
results, and the Tacoma facility is being 
shut down this month.

Another system, using lower voltage and 
a backscatter technology that bounces X- 
ray signals off objects, is being tested on 
tanker trucks and trailers at Otay Mesa, 
Calif., near San Diego.

Meanwhile, the Defense DepartmentÕs 
A dvanced Research Projects Agency 
(ARPA) has awarded several contracts for 
development of a variety of other systems 
to X-ray containers and smaller shipments.

It will be years before X-rays of containers
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become common, but officials at Customs 
and the Defense Department see promise in 
the use of X-rays for cargo inspection.

Separately from the U.S. government- 
sponsored efforts to develop systems for X- 
raying containers, private companies have 
been developing systems for use elsewhere.

The technology used at Tacoma also has 
been used at two border crossings in 
Shenzhen, China; the Port of Le Havre; and 
De Gaulle airport in France; and at both 
ends of the English Channel Tunnel for 
screening trucks.

Another system, with Heimann Systems 
of Wiesbaden, Germany, as system integra-
tor and Siemens Medical Systems of Con-
cord, Calif, providing the X-ray accelerator, 
is scheduled to open next spring at the Port 
of Hamburg.

Siemens officials also report interest in 
the Mideast and in Southeast Asia, where 
there is interest not only by government 
authorities but by commercial interests 
wanting to ensure that containers are loaded 
with what theyÕre supposed to contain.

As always, the speed at which the technol-
ogy spreads will be a function of how widely 
the systems can be used, and how much they 
cost. ÒAt the right price, there is a market for

this,Ó especially if it can be designed for 
commercial use as well as law enforcement, 
said Raymond Mintz, director of CustomsÕ 
office of enforcement support.

Bigger Job. Customs operates about 150 
X-ray systems of various types for exami-
nation of pallets and smaller shipments. But 
X-raying a 40-foot steel container requires 
a bigger, more powerful system.

The Defense Department got involved in 
research on a container X-ray system a few 
years ago when Congress decided the mili-
tary had the money and expertise to help 
wage the war on drugs.

ARPA, the Defense DepartmentÕs cen-
tral research and development agency, en-
listed contractors to develop X-ray systems 
capable of examining an entire container.

That system has been tested at Tacoma 
since earlier this year.

The T acomasystem was developedjointly 
by several companies. Analytical Systems 
Engineering Corp. of Burlington, Mass., is 
systems integrator and site operator. Siemens 
supplied the linear accelerator, an industrial 
product based on hospital medical systems; 
Heimann Systems supplied the detector ar-
rays and image-processing analyst worksta-
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I.U ijtl . IsM . t . ?,U I f
Suspect item in front, top 1 
of container, driver's side. 1 
| Approx. 1 ft. in length,
6" in width.

Bottom view

Side view Plastic toys from PeopleÕs Republic of China listed on manifest as tools.

tions, and Automated Handling Systems of 
San Francisco provided the data processing 
and archiving systems.

Tacoma Test. The Tacoma system is 
housed in a shielded chamber through which 
chassis-mounted containers are rolled slowly. 
A 40-foot container can be scanned in less 
than a minute. The boxes are simultaneously 
X-rayed from the side and from the floor.

The X-ray images are converted to digital 
gray-scale values that are displayed on large, 
high-resolution monitors similar to those 
used in hospitals for diagnostic imaging. 
Analysts then can use image processing tools 
to determine whatÕs in the container.

The images are near photographic quality. 
ÒVery, very, very clear,Ó Mintz said. ÒWith 
that kind of energy, itÕs blowing through the 
steel walls as if they didnÕt exist.Ó

In simulated shipments, the X-rays have 
spotted small items such as a two-pound 
bag of sugar or a handgun concealed among 
the contents of a 40-foot container.

Indeed, one question Customs is asking 
is whether the X-rays provide so much 
detail that they inhibit rather than aid the 
identification of contraband. ÒThereÕs a 
trade-off of information and time and the

likelihood of a right decision,Ó Mintz said.
On the simulated shipments, the system 

recorded a 92 percent accuracy rate in iden-
tifying the presence or absence of contra-
band in containers and vehicles, according to 
tests developed by Analytical Systems Engi-
neering. Customs, which uses a different 
measurement formula, calculates a 72 per-
cent accuracy rate Ñ  lower, but still a good 
percentage, Mintz said.

Cargo, Humans. Although X-ray tech-
nology requires precautions to protect hu-
mans from excess doses of radiation, it does 
not damage the cargo, Customs officials say.

The Tacoma system hasnÕt been used for 
foodstuffs, medicines or the like because 
the Food and Drug Administration hasnÕt 
gotten around to approving it. However, 
Mintz said, ÒW eÕve had a lot of people tell 
us there is no residual radiation.Ó

Humans are kept out of the X-ray chamber 
while the container and chassis are rolled 
through. ÒW eÕd prefer not to have a person 
go through it, but it wouldnÕt kill them as 
long as they kept moving,Ó Mintz said.

During preliminary tests last spring, be-
fore the system was used on commercial 
cargo, simulated shipments of more than 40

different commodities, ranging from frozen 
chicken and green coffee to bales of recycled 
cardboard, were X-rayed after being stowed 
in containers by Customs staffers.

The Defense Department has leased the 
Tacoma system from the suppliers and is 
paying the $2-million-a-month operating 

costs.
But although the test has worked well, it 

probably will end when the current funding 
expires in December. The Tacoma site is 
scheduled for demolition in February.

Customs said that despite the systemÕs 
effectiveness, it doesnÕt appear to provide 
enough bang for the buck to justify Cus-
toms picking up the operating costs.

One reason is that Tacoma isn Õ t a hot spot 
for smuggling of drugs and other contra-
band Ñ  none was found in the approxi-
mately 60 commercial loads that were 
examined in the first two months of tests on 
commercial cargo. Another is that the sys-
tem, which includes a 220-foot-long X-ray 
building in an eight-acre complex thatÕs 
separate from the regular Customs inspec-
tion station at Tacoma, canÕt be moved.

Customs hopes ARP A Õ s current contracts 
will yield new designs that are cheaper, 
smaller and more mobile. !
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D e f e r r e d  ( t i m e  d e f i n i t e )  d e l i v e r y

S e c o n d - d a y  a i r  s e r v i c e  g r o w i n g .  C a r r i e r s  w i l l 

h a v e  t r o u b le  m a k i n g  r a t e  i n c r e a s e s  s t i c k .

By Bruce Vail

Price has always been the issue between 
air carriers and air shippers and thatÕs not 
going to change anytime soon. With air 
express shipments costing anywhere from 
10 to 15 times as much as alternate modes 
of transportation, shippers will continue to 
do whatever they can to keep costs down, 
according to Robert Brazier, president of 
Airborne Express.

That means a mixed outlook for the im-
mediate future of companies like Airborne, 
Brazier and two of his competitors told the 
annual meeting o f the Council of Logistics 
Management (CLM).

The volume of freight moving through 
the air is climbing, particularly for inter-
national shipments, but pricing trends 
largely favor the shipper over the carrier, 
they said.

ÒI hope we have hit rock bottom now,Ó 
on pricing, Brazier said.

The comment, however, made clear that 
he was less than certain rates had reached 
their lowest level. David Beatson, president 
o f Em ery W orldw ide and D ouglas 
Kuelpman, vice president of United Parcel 
ServiceÕs airline subsidiary, werenÕt sure 
either.

In any event, none of the three companies 
is counting on a big rise in freight rates to 
keep their operations aloft. B ut higher freight 
volumes will help and improved service is 
viewed as the way to attract new customers 
and to hold on to existing business.

Tim e Defin ite. One trend that was clear 
to all three men was the increased use of 
deferred, time-definite delivery by Ameri-
can shippers.

Much overnight shipping by big corpo-
rate customers does not really require de-
livery in less than 24 hours, they said. What 
is required is guaranteed delivery within 48 
to 72 hours. Shippers are now looking hard-
est at cutting costs by using cheaper sec-
ond-day service whenever they can, the air 
executives said. This part of the business is 
growing rapidly, they agreed.

ÒWe see more and more bids being solic-
ited (by shippers) for second-day, time-of- 
day business,Ó Kuelpman remarked.

This was confirmed by one large shipper 
in a separate discussion at the CLM meet-
ing. Roger Wigen, a transport executive at
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3M Corp., said his company was taking a 
close look at parcel shipments for delayed 
delivery. The trade-off between time and 
price is not always an easy one to calculate, 
he suggested, but 3M wants to cut spending 
on air shipments and this is one of the 
options being examined.

In ternational Rates. Although there 
was some disagreement about the trends in 
domestic air freight prices, the three carrier 
executives seemed to agree that interna-
tional air freight prices showed no signs of 
heading upward.

I f  d e f e r r e d  d e l i v e r y  g a i n s 

i n  p o p u l a r i t y ,  t r u c k e r s 

w i l l  b e  c o m p e t i n g  e v e n 

m o r e  d i r e c t l y .

Volumes in international traffic are cer-
tainly rising. Kuelpman, for example, said 
current domestic business accounted for 65 
percent o f shipments, with international 
shipments accounting for only 35 percent. 
In another 10 years, those figures will be 
reversed, he predicted.

Higher volume is not likely to put a 
squeeze on capacity, however. One reason, 
according to Kuelpman, is that U.S. regula-
tions on aircraft noise are forcing older, 
louder widebody aircraft off domestic lanes 
and onto international routes. Freight ca-
pacity in international lanes is already 
underused, he said, so additional capacity 
will only produce pressure to keep rates 
down.

But a larger capacity problem exists be-
cause many foreign nations continue to 
operate state-owned airlines that enjoy sub-
sidies from their home governments, he 
said. United Parcel, along with a couple of 
other large carriers, is working hard in 
Washington to get international agreements 
to cut foreign subsidies, but this has been a 
long, hard road, he said.

Some progress has been made, such as 
moves by governments in France and Ger-
many to privatize their state airlines, 
Kuelpman said, but there is still a long way 
to go.

(W hile on the subject o f subsidy, 
Kuelpman took the opportunity to take a 
potshot at the U.S. Postal Service, one of 
UPSÕs biggest competitors. Revenues from 
first class mail are used to subsidize the 
postal serviceÕs express services, he as-
serted, which amounts to unfair competi-
tion from the government.)

Truck Com petition. The same noise 
regulations that are going to force widebody 
aircraft off domestic routes should lead to 
higher domestic freight rates, said Emery 
WorldwideÕs Beatson. Over 100 widebody 
planes are scheduled for retirement by 1997 
and most of the replacements will have 
m uch less cargo capac ity  than the 
widebodies, he said.

But Brazier at Airborne Express and UPS Õ 
Kuelpman were not confident that this would 
mean a big difference in domestic rates. 
Over-the-road trucking is already the big-
gest competition for time-sensitive domes-
tic shipments and if deferred delivery gains 
in popularity, then truckers will be compet-
ing even more directly, they said.

As it is, Airborne moves about 30 per-
cent o f its shipments by truck, Brazier 
conceded under questioning from a mem-
ber of the CLM audience. EmeryÕs Beatson 
said that figure was about right for his 
company as well. At UPS Airlines, the 
figure is lower, about 16 percent, accord-
ing to Kuelpman.

Forwarders. It is the practice of some air 
forwarders to charge shippers air prices for 
shipments that actually move over-the-road, 
some shippers have complained.

For this and other reasons the role of 
forwarders in the air cargo business looks to 
decline in the future, Beatson predicted. 
Two trends are converging that will forever 
change the role of forwarders in the air 
shipping business, he said.

Firstly, shippers are turning to third party 
logistics providers to handle matters tradi-
tionally left in the hands of forwarders. 
Currently about 15 percent of shipments 
handled by Emery are controlled by such 
third party providers, he said. He predicted 
this would rise to 40 percent by the year 
2000.

Secondly, improvements in information 
technology will make traditional forward-
ers obsolete in many cases. For those ship-
pers who do not choose third parties to 
handle shipping, the new information tech-
nology will allow them to easily bypass 
forwarders.

But forwarders are fully cognizant of this 
and many are in the midst of transforming 
themselves into full-service logistics pro-
viders, it was noted. !



L a n d ,  S e a  f t  M r ,  I f  I t ' s  G o in g  1 b  

M e x ic o  I t  S h o u ld  P a s s  T h ro n g s  H e re
The Right Location At The Right Time!

Located at the tip of Texas, right on the 
border with Mexico, is the Port of 
Brownsville. With over 50 years 
experience dealing with Mexico, the 
right location, and the right people, the 
Port of Brownsville, has become 
America's Home Port to NAFTA. The 
Port has over 15,000 acres available for 
development, one of the largest U.S. 
Foreign Trade Zones, 17 mile ship 
channel (with a 42 ft. depth), and 
access to five modes of transportation: 
ship, barge, truck, rail and air.

Excellent facilities including 14 deep- 
sea docks, 6 barge berths, hundreds of 
thousands of square feet of transit 
shed space, a public elevator, floating 
cranes, and rail & truck facilities, make 
the Port of Brownsville the best choice 
for shippers doing business with 
Mexico. When you want to move 
your product to Mexico choose the 

W  Port of Brownsville first. It just might 
save you time and money.

P O R T s
B R O W N S V IL L E
H O M E  P O R T  T O  N A F T A

P.O. Box 3070 /  Brownsville, Texas 78523-3070 
(210) 831-4592 /  Main Fax: (210) 831-5006 /  Marketing Fax: (210) 831-6185
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F o r w a r d e r s  p l a n  c e r t i f i c a t i o n  e x a m

T h e y  s e e  i t  a s  a  p o t e n t i a l  r e v e n u e - b o o s te r .  N C B F A A  to  s t a r t 

t e s t i n g  a n  e x a m  a n d  c e r t i f i c a t i o n  p r o g r a m  in  J a n u a r y .

By Richard Knee

A nationwide group of ocean freight for-
warders plans a six-month test of an exami-
nation andprofessional-certification program 
starting in January, and hopes to begin imple-
menting the program fully in July.

Kevin Maloney, a Los Angeles-based 
forwarder-tumed-consultant, has been guid-
ing development and implementation of the 
program for the National Customs Brokers 
& Forwarders Association of America, 
which wants to raise levels o f technical 
knowledge, competency and professional 
ethics among forwarders, including those 
who are not members of the organization.

The NCBFAA is looking at a similar 
program for air forwarders, said Maloney, 
president of CMFC Inc.

There is an additional motivation for a 
certification program: money. For a long 
time, forwarders have been looking for 
ways to boost their profits, and a profes-
sional certificate could raise the perceived 
value of their services, meaning they could 
increase their fees.

Maloney underscored this as he gave a 
progress report on the program during the 
14th annual Western Cargo Conference 
(WESCCON) organized by the Pacific 
Coast Council o f Customs Brokers and 
Freight Forwarders Associations, held at 
Incline Village, Nev. in October.

License, ISO 9000  ÔArenÕt  Enough.Õ
Getting the required license from the Federal 
Maritime Commission and gaining ISO 9000 
certification from the International Standards 
Organization are not guarantees of top-qual- 
ity service, Maloney and NCBFAA execu-
tive director John Hammon said.

ÒAn FMC license doesnÕt mean you have 
knowledge of all the complex problems in 
the industry,Ó he said. The only requirement 
for the FMC license is three years of experi-
ence in the ocean forwarding business.

It is possible that FMC will use an exami-
nation such as what the NCBFAA plans to 
administer as a basis for issuing licenses, 
Hammon said.

While shippers are starting to embrace 
ÒqualityÓ systems such as the ISO 9000 
series, ISO 9000 certification does not 
equate to quality, Maloney asserted.

ÒIt will lock in mediocrity unless itÕs part 
of a quality program,Ó he warned.
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Knowledge, S treet-Sm arts . Those 
who pass the exam will be allowed to put 
ÒCOFÓ Ñ  meaning NCBFAA-certified 
ocean forwarder Ñ  after their names on 
business cards and company stationery, 
Maloney said.

The ÒCOFÓ designation will indicate that 
its holder has demonstrated certain levels 
of technical knowledge, procedural savvy 
and analytical skills, and has been in the 
industry for at least three years, including at 
least two years o f full-time forwarding or 
documentation work.

ÒWe will try to mirror the FMC require-
ment (for experience),Ó Maloney said.

At the same time, Ògrandfathering inÓ of 
long-time industry veterans is not planned, 
he said. They will have to take the test if 
they want certification.

Candidates will also have to have at least 
a high school diploma, and show English 
literacy and an above-average awareness of 
world geography.

The test will comprise between three and

five segments, administered over a four 
hour span, he said.

Maloney has also developed a stud; 
guide, though those wishing to take the tes 
will not be required to buy it.

NCBFAA membership will not be re 
quired to take the test or to gain certifica 
tion, he said.

5 0  Percent Pass Rate. The NCBFA/ 
is aiming for a 50 percent pass rate on it! 
tests and, accordingly, will grade on a curve 
Maloney said.

In this respect, the association will be 
more ÒgenerousÓ than the U.S. Customs 
Service, which targets a pass rate of 3C 
percent or less on its exams for customs 
broker candidates, he said.

The NCBFAA will give three versions ol 
the test in order to inhibit collaboration 
between examinees, he added.

Even so, there is a chance that those 
undergoing the exam will leak its contents 
to colleagues who have not yet taken it, he 
said.

ÒPerformance levels (among examinees) 
should go up as word of whatÕs in the exam 
gets out. ThatÕs why weÕre grading on a 
curve,Ó he said.

The biggest challenge for him was devel-
oping a flow chart of the standard, generic 
forwarding process, he added. !

C u s t o m s  r e v a m p  r a i s e s  c o n c e r n s

Despite assurances from top U.S. Cus-
toms Service officials that the agencyÕs 
forthcom ing reorgan ization  (O ctober 
American Shipper, page 68) will not lower 
the quality of its services, customs brokers 
at the annual conference of their West Coast 
associations remained skeptical.

The brokers are getting an opportunity to 
participate in the restructuring process.

ÒWe want a lot o f (customer) involve-
ment. Some of itÕs starting already,Ó Charles 
Winwood, CustomsÕ assistant commis-
sioner for inspection and control, told bro-
kers at (WESCCON).

But time is running out. The Customs 
brass has told the reorganization teams to 
come up with plans by April, including time 
lines for implementation, Winwood said.

Following his keynote speech at break-
fast on the first business morning of the 
conference, Customs Commissioner George 
Weise said the agency will ÒprototypeÓ its 
Customs management center (CMC) con-
cept in New Orleans and San Diego begin-
ning in January.

Changing the ÔC u ltu re .Õ Key to mak-
ing the organizational restructuring work is 
to change the ÒcultureÓ at Customs, Weise

and Winwood told the roughly 300 brokers 
and forwarders at the conference.

Customs has maintained a ÒstovepipeÓ 
mentality, meaning personnel within a given 
unit cares about the success o f just that part 
of the organization, Winwood said at lunch, 
a few hours after Weise spoke to the group.

That mentality has resulted in opera-
tional ÒbreakdownsÓ and duplication of 
functions, Winwood said.

The new approach will be to assign Òpro-
cess ownership,Ó in which a person or team 
will take start-to-finish responsibility for 
each task, he said.

From a customer-service standpoint, it 
will mean one-stop shopping, he said.

ÒThere will be one (phone) number, one 
place, one person (for the importer or bro-
ker to call), regardless of the issue,Ó he said.

In addition, Customs personnel under-
went a special, three-day training session, 
conducted by the Juran Institute, in late 
October.

The institute is named for Dr. Joseph M. 
Juran, who along with Dr. W. Edwards 
Deming is credited with developing and 
teaching the business and economic prin-
ciples that have enabled Japan to become an 
industrial giant.



Once A W eek, 
Every W eek, 
W eek A fte r W eek
Sea-Land To and Front The 
West Coast of South America

F i x e d  D a y  W e e k l y  S e r v i c e  

Y o u  C a n  C o u n t  O n .

>  New Direct Weekly Service 
To and From the U.S. Gulf.

! Expanded Weekly Service To 
and From the U.S. East Coast.

>  Increased Port Coverage in 
South America.

>¥ Improved and Expanded Intra- 
regional Scope throughout 
Latin America.

! Enhanced Global Connections 
for Asian and European Cargoes.



FO RW ARDING /AIR

F M C  m a y  a d d  m o r e  u s e r  f e e s

O M B  w a n t s  t h e  a g e n c y  to  c h a r g e  f o r  e v e r y t h i n g , 

M i n g  H s u  t e l l s  f o r w a r d e r s  a t  W E S C C O N .

G o a ls . Customs has set very specific goals 
for both itself and the importing commu-
nity to achieve by 1999, Winwood said. 
They include:

¥  Ninety-five percent regulatory com-
pliance from those filing documents for the 
top 125 Harmonized Tariff System classifi-
cations, by volume.

¥  Collection of 99 percent of the import 
duties due to the government.

¥  Ninety percent accuracy in CustomsÕ 
statistics.

B ro k e rs  V o ice  C o n c e rn . A pair of 
nationally prominent broker executives 
voiced concern over CustomsÕ plans.

When CustomsÕ CMCs and field offices 
supplant regional and district offices, some 
veteran but junior personnel might get 
ÒbumpedÓ by senior officials displaced by 
the restructuring, said Arthur Litman, a 
former NCBFAA president.

That could slow efficiency at the CMC 
and field levels, in turn inhibiting the bro-
kersÕ ability to serve their customers, said 
Litman, president of the Castelazo & Asso-
ciates division of Tower Group International.

ÒWe want to trust (Weise). We want him 
to succeed. We also are cautious. We want 
to see Customs increase its customer-ser- 
vice capabilities and not diminish them,Ó 
Litman remarked.

ÒIt will take a lot of marketing within 
Customs. I think that will be the biggest 
hurdle,Ó commented NCBFAA treasurer 
Stewart Hauser.

NCBFAA president M ichael Dugan 
lauded Customs Õ management for enlisting 
the support of the National Treasury Em-
ployees Union and its president, Bob Tobias.

The Department of the Treasury is Cus-
tomsÕ parent agency.

The unionÕs participation in the deci-
sion-making process was a source of con-
cern, however, to Bob Coleman, president 
of the Columbia River Customs Brokers & 
Forwarders Association.

ÒHow will that affect your ability to 
operate at each port?Ó Coleman asked Cus-
toms officials during a ÒWest Coast Cross- 
FireÓ session.

ÒIn general, it will be a partnership,Ó 
replied John Heinrich, director of Customs Õ 
Los Angeles district office.

Decisions will be the result of agreement 
between Weise and Tobias, who will meet 
regularly, Heinrich said.

ÒLike everything else,Ó he added, Òwe 
donÕt know what the price tag will be. Give 
us a year and weÕll see.Ó

With the federal government due to cut
272,000 positions by 1999, Customs offi-
cials do not want their agency to lose an 
inordinate share of jobs, he said. !
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By Richard Knee

The Federal M aritim e Com mission 
might soon begin to charge user fees for its 
entire range of services, commissioner 
Ming Hsu told some 300 freight forward-
ers and customs brokers at the Western 
Cargo Conference (WESCCON) in In-
cline Village, Nev.

Acknowledging during a question-and- 
answer session that user-fee revenues from 
the FM CÕs Automated Tariff Filing & In-
formation (ATFI) system have fallen Òway 
shortÓ of the projected $750 million a year, 
Hsu said the Office of Management & Bud-
get has asked the agency to charge fees for 
all its services.

During her speech at WESCCON in late 
October, Hsu said the commission will con-
tinue its vigilance of carriersÕ activities in 
the transatlantic, even though they have 
agreed to a variety of measures to loosen 
their grip on the market.

She also reiterated her refusal to take a 
position on whether a tariff-filing require-
ment for non-vessel-operating common 
carriers should be retained.

This was the 14th WESCCON, which is 
organized annually by the Pacific Coast 
Council of Customs Brokers & Freight 
Forwarders Associations (PCC).

W a r n in g  t o  T A C A . A ddressing  
WESCCON the day following the FM CÕs 
Oct. 21 decision to allow formation of the 
Trans-A tlantic Conference Agreement 
(T AC A), Hsu warned that the action did not 
mean the commission would Òstep back, 
pat itself on the back and let the conference 
do as it pleases.Ó

ÒOur decision not to prevent effective-
ness does not constitute any kind of bar, 
should we find at a later date that the stan-
dards for injunctive relief have been met,Ó 
she said. ÒIt only means that they have not 
been met as o f today. TACA will be subject 
to the same continuous monitoring as its 
predecessor (the Trans-Atlantic Agreement, 
or TAA) and, indeed, the conference is 
bound by the same rigorous period report-
ing requirements.

ÒIn addition, by our action on (Oct. 21),

TACAÕs potential for anticompetitive be-
havior, especially the possible reduction in 
the quality of service to shippers and NVOs, 
has been rolled into the ongoing commis-
sion investigation of (the TAA), in Fact 
Finding No. 21,Ó she said.

NVOCC T ar if f-F ilin g . Asked by PCC 
counsel Peter A. Friedmann if the NVOCC 
industry should be deregulated and their 
tariff-filing requirement should be scrapped, 
Hsu responded this was not an issue that 
could be resolved at the FMC.

The requirement is part o f the 1984 Ship-
ping Act and it could be changed or elimi-
nated only th rough  leg is la tion , she 
explained.

It was the same answer she gave when 
American Shipper raised the issue recently 
(October, page 67).

Asked at the time what position she would 
take if Congress solicited her opinion, she 
again demurred, saying the NVOCC com-
munity needed to reach a consensus on it.

L u k e w a rm  R e c e p t io n .  One forwarder 
executive, queried later, was unimpressed 
by HsuÕs remarks.

ÒIt was the usual excuses: ÔWe have no 
money,Õ and ÔItÕs up to Congress,Õ Ó the 
executive said. ÒThey (commissioners) are 
appointed as the experts. They should be 
speaking to Congress m ore than we 
should.Ó

Another member of the forwarder com-
munity was sharply critical of HsuÕs com-
ments regarding the FM CÕs decision on the 
TACA.

During her speech, Hsu pointed to a 
number of concessions that the carriers 
made to get permission to form the new 
conference.

ÒShe made it sound like the TAA/TACA 
changes were FMC-driven. They were EC- 
driven,Ó the forwarder community member 
said. EC, or European Commission, is the 
governing body of the multi-nation trading 
bloc known as the European Union. ÒThe 
FMC had accepted the TAA without the 
concessions and would have accepted the 
TACA without them. It was the EC that 
went after them.Ó |



INTERMODAL

S t a n d a r d i z e d  c u s t o m e r  I D

A s s o c i a t i o n  o f  A m e r i c a n  R a i l r o a d s  n e a r l y  r e a d y  w i t h  c o d i n g 

s y s t e m  to  a c c u r a t e l y  i d e n t i f y  s h i p p e r s Õ i n s t r u c t i o n s .

By Chris G i l l i s___________________________

Because of the interchange of cargo be-
tween railroads, there are numerous prob-
lems with shipping and billing information. 
Misspellings and customer identification 
variations are the primary causes.

Railroads involved in the Association of 
American RailroadÕs Customer Identifica-
tion File project are currently reviewing 
their customer bases for accuracy.

The goal of the association is to improve 
customer service for rail users and to en-
courage the rest of the transportation indus-
try to join the service, said Jim Runyen, 
project manager of the associationÕs Cus-
tomer Identification File project.

N o t J u s t  A n o th e r  P ro je c t .  In late 
1990, the association concluded that some 
form of a common customer identifier was

needed to improve the efficiency of moving 
rail cargo. The multitude of customer iden-
tifications was also incompatible with 
emerging EDI systems.

The association blames most shipping 
instruction errors on non-standardized al-
phabetic codes used in the industry.

The goal of this project is to replace old 
codes with universal number codes.

ÒEvery transportation company has a code 
and theyÕre all different,Ó Runyen said. 
With numeric codes, Runyen explained, 
Òthe railroad will know who a shipment will

T h e y  w o u l d  l i k e  t o  h a v e  t h e 

p r o j e c t  r e a d y  f o r  u s e  b y  t h e 

f i r s t  q u a r t e r  o f 1 9 9 5 .

be delivered to and billed to correctly.Ó
When the project began, the association 

invited the entire transportation commu-
nity to join. So far, 16 railroads and several 
ocean carriers have submitted their cus-
tomer files.

Runyen would like to see the new codes 
operate like a automated bank card identifi-
cation. ÒThe intent is standardization,Ó 
Runyen remarked. ÒWe want everyone to 
use it.Ó

C ru n c h in g  N u m b e rs . To build and 
maintain the Customer Identification File, 
the association hired ARI Network Ser-
vices, a Milwaukee-based, provider of EDI 
services.

During the first phase of the project, the 
participating carriers submitted 1.2 million 
customer records. ARI found that many 
records were duplicates or error ridden. The 
carriers were told by the association to 
clean up their customer files.

By mid-November of this year, the asso-
ciation expected to have an initial database 
of nearly 600,000 customers, Runyen said. 
He added that the association would like to 
have the project ready for use by the first 
quarter of 1995.

The codes will be 15 characters, of which 
nine will be based on DUNS numbers from
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the Dun & Bradstreet codes. The DUNS 
codes have been selected to identify a cus-
tomer accurately, said Runyen.

In addition to the DUNS code, a two- 
digit qualifier at the beginning of the code 
will serve for EDI interchange. A four-digit 
suffix added to the end of the number will 
define sublocations within a location, for 
instance, a department of a company, ex-
plained Karen Rogina, manager of data-
base services for ARI Network Services.

A code will render the correct spelling 
and address information for a customer. If 
a parent company is involved, this informa-
tion will also be provided. It is like Òan 
electronic Yellow Pages,Ó said M ark 
Koczela, vice president of administration 
for ARI.

ÒThe file is in a creation phase,Ó Rogina 
said. When the file is complete, subscribers 
of the network will use their EDI or the 
telephone to access ARI, she added.

ARI will provide a daily report o f up-
dates to the carriers by 2 a.m., so they can 
update their systems early in the day. In- 
process transactions will also be updated, 
said Rogina.

R a i l ro a d s  S u p p o r t iv e . The railroads 
invested nearly $2.5 million into the Cus-
tomer Identification File project, Runyen 
told American Shipper. Most of the initial 
users will be the railroads.

With a 40 to 50 percent interchange of 
moving cargo between railroad lines, many 
errors in shipping instructions and billing 
are caused by different spellings, said Bob 
Scharpf, director of marketing services for 
Norfolk Southern. ÒWe need universal iden-
tification of customers.Ó

Three EDI projects are also dependent 
on the Customer Identification File project. 
They are the Rate EDI Network, the Inter-
line Service Management, and the Interline 
Settlement System.

ÒGetting them done error free depends 
on CIF (Customer Identification Project),Ó 
Scharpf said.

Scharpf views this as a positive move 
which will benefit shippers in billing and 
tracking their cargo. ÒThis is going to fly,Ó 
he remarked. ÒItÕs got the broad base sup-
port and the funding.Ó

ÒShippers are demanding better perfor-
mance from the entire rail network,Ó said 
Ann Thoma, corporate relations officer for 
Illinois Central. ÒOne way railroads are 
working to satisfy these expectations of our 
shippers is through technology.Ó

Carriers should jointly develop systems 
such as the Customer Identification File to 
bring industry closer together for Òseamless 
transportation,Ó said Thoma. ÒWe want to 
make it error free.Ó !

L i g h t e r  o c e a n  c o n t a i n e r  t o  a p p e a r

S a v e s  4 ,0 0 0  p o u n d s .  T o  b e  c o m p l e t e d  n e x t  y e a r .

By Chris Gillis

Stoughton Composites, in conjunction 
with Ultralite Corp., plans to introduce a 
lighter ocean ISO container by early 1995.

The container, made with fiberglass com-
posite material, is said to cut the weight of 
steel containers by half.

Timothy J. Rhein, president and chief 
executive officer for APL Land Transport 
Services, announced his company Õ s involve-
ment in the project at the sixth annual Tex-
tile and A pparel Im porters T rade & 
Transportation Conference in late October 
but gave few details.

Industry sources say that Genstar Con-
ta iner Corp. is also invo lved in the 
containerÕs development. However, Genstar 
refused to comment.

Shippers of textiles may benefit from 
these containers because of their tight seals.

Shippers of heavier commodities, such 
as beer, would benefit from the lighter 
weight in filling more of a containerÕs ca-
pacity.
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L ig h t C o n s t ru c t io n .  ÒThey wonÕt rust 
or leak, Õ said James G. Jimenez, executive 
vice president of Stoughton Composites 
and president and chief operating officer of 
Ultralite Corporation.

The composite container will be sold 
under Stoughton Composites. However, 
Ultralite holds the patents for its design and 
development. It will be initially produced 
in Broadhead, Wis.

It is made of Òa high tech efficient mate-
rial,Ó Jimenez said.

Using a Òpultrusion process,Ó spun glass 
similar to polyester rope is pulled through a 
die, explained Jimenez. The structure of the 
container will be further strengthened by 
glass matting, he added.

ÒWe can make them as strong as steel,Ó 
Jimenez said. The addition of polymer res-
ins and other additives can be added for 
more structural strength.

Jimenez said that there are designs for

the manufacture of 20- and 40-foot dty 
containers and 40-foot reefers.

The 40-foot composite container will 
weigh between 4,500 and 4,700 pounds 
compared to the heavy steel containers at 
about 8,500 pounds.

Aluminum containers will be the first 
target market for the composite container, 
Jimenez commented. But Òit will take 
years to get into massive production,Ó he 
added.

Another aspect of the composite con-
tainer is its estimated 30-year life span 
compared to the six to seven year use of a 
steel container, Rhein said.

L im ited  K n o w le d g e . ÒWe would defi-
nitely be interested in composite contain-
e rs ,Ó said  D onna A rko, corporate 
transportation manager - international for 
Coors Brewing Co.

One of CoorsÕ main trade lanes is from 
Memphis, Tenn., to San Juan, Puerto Rico. 
Aluminum containers are preferred for the 
trade lane, but they are being replaced by 
heavier steel ones, Arko said.

ÒWe have to pull off some of our com-
modity with steel containers to comply with 
the weight restrictions in Puerto Rico,Ó 
Arko said.

With the introduction of the composite 
container, Coors would ask questions about 
its availability and technical nature in rela-
tion to preserving the commodity in transit, 
Arko said.

ÒW eÕve never heard of it (composite 
containers),Ó said Pam Williams, traffic 
coordinator for Masonite Corp.Õs Hardboard 
Group in Towanda, Pa.

ÒWe ship a heavy commodity,Ó Will-
iams said. Many of MasoniteÕs 40-foot con-
tainers weigh between 43,000 and 45,000 
pounds. They never fill a container to ca-
pacity because of the commodityÕs weight, 
she added.

ÒWhether it will have a place in our 
market, I have no idea,Ó Williams said. ÒWe 
would certainly try it.Ó !






















































