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A hh ... A tlantic  C onta iner Line ... first class trea tm en t all the w ay  across the N o rth  A tlantic. 
A ny th in g  an d  every th ing  y o u  sh ip  -  fragile, oversized  or h aza rd o u s cargo -  

deserves ACL's q u a lity  accom m odations an d  five-star service.
W e'll tran sp o rt y o u r cargo an d  see th a t it a rrives on  tim e -  in  perfect condition.

A nd , w e 'll h an d le  all the  details, so you  can sp en d  y o u r tim e on  o ther im p o rtan t things. 
So, let ACL give you  an d  y o u r cargo the royal treatm ent. _

For m ore in fo rm ation , call (800) ACL-1235.
You'll see th a t y o u r cargo has never been  trea ted  so well!

Visit ACL's World Wide Web site on the Internet: http://wwzv.ACLcargo.com

http://wwzv.ACLcargo.com
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■ Watch fo r  the Federal Maritime Commission to intensify its scrutiny o f  the 
Trans-Atlantic Conference Agreement.

The commission is not satisfied with the conference’s response to requests for 
information on possible irregularities in TACA’s tactics regarding non-conference 
carriers.

The FMC is concerned that TACA’s 17 members may have forced Hyundai 
Merchant Marine to join the conference in order to enter a space-chartering agreement 
with Mediterranean Shipping Co., a conference member.

In 1995, TACA, under a settlement with the FMC, agreed that independent carriers 
would not have to give up their non-conference status to enter space-sharing agree-
ments with TACA members.

The FMC will soon inform TACA that its response to questions is insufficient and 
that the commission will probably be digging deeper into the conference’s activities.

■ The National Industrial Transportation League has won at least one port- 
authority ally in the NIT League’s drive to reform the 1984 Shipping Act.

However, it’s a small port —  Portland, Maine, which handles only about 5,000 
containers a year from Hapag-Lloyd by way of a feeder service through Halifax.

“W e’re certainly not a player,” acknowledges the port’s director, Tom Valleau.
Nevertheless, V alleau, who is also chairman of the North Atlantic Ports Association’s 

traffic board, said that the time has come for ports “to clarify our thinking” and address 
the issue of ocean shipping deregulation.

Some form of ocean shipping deregulation appears “inevitable,” Valleau told 
A m erica n  Shipper.

The issue will not go away, he said, because the cause is being promoted in Congress 
by shippers, who have a presence in all 50 states. “They all have congressional access,” 
he said.

Valleau said he was not addressing the merits of the pending legislation, but was 
basing his views on political realities and the overall trend in the U.S. to deregulate.

■ Senate staffers hope to reach a bipartisian agreement on proposed ocean 
shipping reform legislation so that hearings can be held before the Aug. 2 congres-
sional recess.

The proposed “International Ocean Shipping Act of 1996” has been put together by 
staffers on the Senate surface transportation and merchant marine subcommittee.

The bill would prohibit conferences from entering confidential service contracts 
with shippers, but would allow confidential contracts between shippers and non-
conference carriers.

The bill also would end requirements for tariff-filing and enforcement by the Federal 
Maritime Commission. Carriers and conferences, however, would be required to 
provide tariff information to shippers upon request.

Under the plan, the remaining FMC functions would be transferred to the Surface 
Transportation Board, which would carry a new name — the Intermodal Transporta-
tion Board.

The legislation provides for one maritime seat on the new board. That seat would go 
to the FMC’s current chairman, Hal Creel.

In any event, there is strong support for maintaining the FM C’s independent status. 
This conflicts with the House-passed bill which would transfer the agency ’ s functions 
to the Department of Transportation.

■ Several sources say the Association o f  American Railroads opposes transfer-
ring transferring FMC functions to the Surface Transportation Board and provid-

Notes and Comments
By Joseph Bonney

and Tony Beargie
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ing a maritime seat on the board.
“The railroads are opposed to having a maritime expert 

ruling on rail mergers,” an industry source said. This was 
confirmed by other sources tracking the legislation.

AAR spokesman Tom White said that the association has not 
issued a formal position on the issue, but he added, “we do have 
some concerns.”

AAR’s expected opposition, coupled with labor’s support 
for keeping the FMC as is, will add pressure to keep the FMC 
on its own. Flowever, the number of commissioners would 
probably be cut from five to three.

■ Albert Pierce, managing director o f  the Transpacific 
Westbound Rate Agreement, says he expects the TWRA to 
eventually merge with the Asia North America Eastbound 
Rate Agreement.

Pierce, who used to head ANERA, said the conferences 
haven’t discussed a merger, but that it would be a logical way 
to reduce costs. The conferences, which have the same mem-
bers, already share some administrative functions.

Pierce’s comments came in response to a question at a 
meeting of a shipper group, the Agricultural Ocean Transpor-
tation Coalition, in San Francisco.

■ Conrad H. C. Everhard, chairman o f Cho Yang America, 
says conferences and independent lines have reversed their 
traditional roles in pricing.

Everhard told the Agricultural Ocean Transportation Coali-
tion in San Francisco that independents are trying to keep rates 
up, while conferences are going for market share.

He said this is particularly true in the transpacific, where 
eastbound rates have fallen to as low as $900 per container.

“Independents are pricing with an eye to the bottom line, and 
conferences are pricing with an eye to the last slot on the ship. 
So much for stability,” Everhard said.

■ Peter Gatti, director o f  policy and development o f  the 
U.S. National Industrial Transportation League, said that he 
broadly welcomed the European Commission’s probe into 
transatlantic airline alliances.

“Any move like airline alliances has to be carefully watched,” 
he said. “But I don’t think that it’s necessarily something that 
requires fines or anything else,” he added.

Through alliances, airlines can enhance their services to air 
cargo shippers and create efficiencies, Gatti said. He added that 
another benefit of alliances is that they are generally linked to 
moves towards open skies policies by the national governments 
concerned.

Gatti said that U.S. and European shippers want an end to 
“one-to-one relationships between countries” and restrictive 
bilateral agreements which characterize the airline markets.

Gatti suggested that alliances between commercial airlines 
are helping governments think along more liberal lines.

■ British Airways has sold all o f  its belly-hold capacity to 
its World Cargo division.

The transaction puts the cargo division in a position to 
manage itself as a separate company within the airline. Under 
the agreement, World Cargo will pay all identifiable costs 
related to the carriage of freight by the British Airways fleet. 
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“The formula we have agreed for the purchase of all long and 
short-haul capacity means we will seek to fill the bellies of our 
aircraft before we source other capacity,” explained Kevin 
Hatton, managing director of World Cargo.

In its year-end report in March, World Cargo reported 
revenues of £563 million, up 9 percent from the previous year. 
The airline carried 627,000 metric tons of freight, mail and 
courier traffic in 1995.

■ The International Federation o f  Freight Forwarders 
Associations (FIAT A) says “the battle is still going on” to 
deregulate U.S. ocean shipping and repeal U.S. requirements 
fo r  bonding o f forwarders.

“Readers of the trade press might have the impression that the 
war is over and that there is no longer any need for freight 
forwarders active as carriers in U.S. maritime trade to file tariffs 
and keep their bonds in place. The truth is that the freight 
forwarding industry is still not there,” FIATA said in its 
monthly bulletin.

FIATA said the Federal Maritime Commission “could have 
done away” with tariff filing of NVOCCs by using its authority 
under the 1984 Shipping Act. Instead, FIATA said, the FMC 
fined three forwarders —  Danzas ($55,000), Heilman Interna-
tional ($75,000) and Rohde & Liesenfeld ($80,000) —  for 
alleged violations of tariff-filing requirements.

FIATA suggested that the FMC fines were designed to help 
keep the agency afloat and were partly “understandable in view 
of the FM C’s rather desperate situation.”

Joseph Polking, secretary of the FMC, called the FIATA’s 
accusations on funding ridiculous. “We don’t even keep our 
fines —  they go into the General Treasury,” he said.

■ The Surface Transportation Board is expected to an-
nounce a new, scaled-down user fee  schedule as soon as 
Congress approves a $12 million budget fo r  the board.

The new fees will be much lower than those proposed a few 
months ago. With $12 million in its pocket, the board will only 
have to raise $3 million, rather than $15 million on its own.

■ Frank Wilner, chief o f  staff to Surface Transportation 
Commission member Gus Owen, will have a new book on the 
market this October tracing the history o f  rail mergers since 
1830.

Wilner, who served as assistant vice president for public 
affairs of the Association of American Railroads before joining 
the Surface Transportation Board a few months ago. His book’s 
title is Merge! A History o f Railroad Unifications.

■ Heard a really bad or outlandish excuse from  your 
carrier lately? I f  you have, Australia-New Zealand Direct 
Line wants to know about it.

ANDZL is conducting a “worst-excuse” contest as part of a 
new advertising campaign. Two winners were selected for the 
first half of the year. One was Karen Gutierrez of LEP Profit 
International, who heard from a carrier representative, “Book-
ing? You never made a booking.” The other was Brad Eddings 
of Fritz Cos., who was told, “I can’t talk now because our 
computers are down.”

ANZDL said it will select winners for the current round Nov. 
15. Entries can be faxed to (310) 493-4297.
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NEWSFRONT

Japan shippers oppose surcharge
Will seek investigation by Japan’s Fair Trade Commission.

By Philip D am as

The Japan Shippers’ Council planned in 
late July to present to Japan’s Fair Trade 
Commission a detailed statement substan-
tiating the council’s opposition to carrier 
surcharge practices.

The move follows a decision by the 
council’s surcharge committee. The coun-
cil said the Fair Trade Commission “is 
keenly interested in examining the surcharge 
issue because of the anti-competitive na-
ture of the imposition.”

The statement contains the following five 
arguments:

•  Surcharges are no longer restricted to 
temporary extra costs borne by carriers but 
have been extended to permanent items 
such as terminal handling, cleaning and 
documentation charges.

•  There is no price competition between 
conference lines and independents on sur-
charges.

•  Surcharges do not follow a cost recov-
ery principle and can operate as a profit 
center.

•  Non-conference carriers quickly fol-
low conference surcharge pricing measures, 
thereby eliminating competition.

ESC to combine 
maritime, inland work

Maritime and inland activities of the Euro-
pean Shippers’ Councils have been merged 
again, less than three years after a separate 
inland transport organization was established.

The European Inland Transport Council, 
which coordinated the intermodal issues of 
many national shippers’ councils in Europe, 
will disband as a result of decisions made by 
a senior ESC meeting in Antwerp on May 31.

Its activities will be folded into the ESC 
which since 1994 has operated as the mari-
time arm of the national council members. 
A wider umbrella organization called Euro-
pean Council of Transport Users, which 
covered air, maritime and inland activities, 
is also likely to cease to exist.

The ESC said the changes are to simplify 
the organization’s structures. The ESC has 
also formed a coordination group of core 
members, which comprises the Dutch, 
French, Swedish and British councils. This 
group will advise the ESC chairmen’s com-
mittee and steer the work of the various 
modal sub-committees. ■

•  The impact of surcharges can be dem-
onstrated by the Japanese council’s calcula-
tions of the level of surcharges as a percentage 
of base freight rates on major routes.

The Japanese council said the practice of 
surcharges as a joint action of conference 
carriers “stymies competition completely” 
and has “an immense effect on the market” 
through the mechanism of “super-agree- 
ments” between a conference and outsiders.

Toshio Suda, managing director of the 
council, told American Shipper that the 
Transpacific Stabilization Agreement, the 
Westbound Transpacific Stabilization 
Agreement, the Intra-Asia Discussion 
Agreement, the Far East/Mideast discus-
sion forum and the Far East/South America 
discussion forum were all “super-agree-

By Tony Beargie

Using its authority to combat unfair trade 
practices, the Federal Maritime Commis-
sion has launched a major investigation in 
the Brazilian trade.

The FMC said it is concerned over the 
inability of Crowley American Transport to 
obtain permission from the Brazilian gov-
ernment to operate a bonded warehouse at 
the Port of Santos. The FMC also cited 
possible restrictions on U.S.-flag carriers’ 
ability to carry freight in the cross-trades 
between Brazil and other South American 
countries.

The FMC ordered 17 carriers in the trade 
to provide detailed trade information, in-
cluding market share data, by Aug. 20.

Shipping lines ordered to provide infor-
mation to the FMC were Amazon Lines,
E.L.M.A., Chilean Line, Columbus Line, 
Nacional Line, Crowley, Di Gregorio, 
Alianca, Frota Amazonica, Ivaran, Maersk, 
Nedlloyd, Norsul, Pan American Indepen-
dent, Transroll, Sea-Land and Zim.

The two U.S.-flag carriers in the trade are 
Crowley and Sea-Land.

Crowley has been trying for five years to 
obtain permission from the Brazilian gov-
ernment to operate a bonded warehouse at 
Santos, the FMC said.

Brazilian carriers have permission to op-

ments” with non-conference lines.
Suda said non-conference carrier Ever-

green “is implementing the surcharges with 
the same amount and the same mechanism 
(as the conferences) all over the world.” 

Suda said the Japanese council would 
consider asking its members to boycott 
carriers who continue applying non-nego- 
tiable surcharges. “That will be the last 
resort,” he said, adding that such a decision 
will depend on the outcome of the Fair 
Trade Commission discussions.

The anti-surcharge campaign of Japan 
Shippers’ Council is expected to face resis-
tance from Japan’s Ministry of Transport, 
which has traditionally supported the 
country’s shipping lines.

Suda said other Asian shippers’ organi-
zations — including the Hong Kong and 
Malaysian shippers’ councils — were sup-
porting the basic demand of the Japan Ship-
pers’ Council. He said carriers should 
abandon surcharges or incorporate them 
into a basic, negotiable freight rate. ■

erate their own bonded warehouses, which 
gives them an advantage in dealing with 
chronic congestion at Santos, where ships 
often are forced to wait up to a week for a 
berth space

In the U.S., there are no restrictions on 
Brazilian ownership or operation of bonded 
facilities, the FMC noted.

FMC said Brazil’s “ongoing refusal” to 
grant Crowley a license could create unfa-
vorable trade conditions for shipping lines.

Tecon, the public container terminal at 
Santos, is taking in more cargo than it can 
handle, and “thousands of boxes” lacking 
adequate container handling equipment are 
moving through Santos cargo terminals, 
the FMC said.

The FMC also said agreements by Brazil 
with Argentina, Uruguay, Chile and Peru 
may prevent U.S.-flag and other non-Bra-
zilian shipping lines from operating in such 
cross-trades between Brazil and the other 
South American countries.

The agreements, which reportedly re-
serve cargo to national-flag carriers unless 
excused under a case-by-case waiver sys-
tem, may hamper the ability of U.S.-flag 
carriers to expand their South American 
services, the FMC said.

The cargo-sharing agreements may be a 
violation of the U.S.-Brazil maritime agree-
ment, the FMC said. ■

FMC investigates Brazilian trade
Cites cross-trading restrictions, Brazil’s failure to grant Crowley 
permission to operate bonded warehouse at the Port o f  Santos.
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NEWSFRONT

Lykes ‘fireman’ stays busy
Carrier negotiates breathing room with creditors. Freeman 
says reorganization likely by early next year.

By Josep h B onney

Joe B. Freeman, the turnaround special-
ist hired to to lead Lykes Lines out of 
Chapter 11 bankruptcy reorganization, com-
pares his initial task to that of a fireman.

“The only time they bring me in is if 
there’s a fire,” he said, “and the first thing 
you do is to put the fire out.”

Three months after joining Lykes, Free-
man has doused several financial fires threat-
ening the existence of the 96-year-old 
Tampa-based ship line.

Lykes has negotiated an agreement that 
temporarily reschedules the company ’ s debt 
to a pair of Japanese shipyards which hold 
$160 million in mortgages on four 2,800- 
TEU Pacific-class containerships.

And the company has gotten its secured 
and unsecured creditors to agree on a plan 
allowing the carrier to operate for the next 
six months without having to seek periodic 
court approval for its use of cash.

Those developments provide the com-
pany with room to maneuver while it works 
out a reorganization plan for submission to 
the bankruptcy court and approval by credi-
tors — an event Freeman said he hopes can 
be accomplished by early next year.

A key part of that plan is finding an 
external source of money to help Lykes 
survive after Chapter 11. Freeman said that 
financial infusion could take many forms. 
“In this case, some party affiliated with or 
already in the business, who would want to 
put money in for some percentage of the 
capital, might be appropriate,” he said.

Japanese Shipyards. Lykes filed for 
Chapter 11 bankruptcy protection last Oc-
tober, citing a dollar-denominated debt to 
Japan’s Mitsui and Mitsubishi shipyards, 
which built the Pacific-class ships for Lykes 
a decade ago.

Lykes ordered the ships for its transpacific 
service, but exited the trade and chartered the 
vessels to American President Lines.

Following the expiration of the charters 
to APL and a recent bankruptcy court ruling 
that Lykes owns the ships, the vessels are 
being deployed in Lykes’ transatlantic ser-
vice. Three of the ships already are in ser-
vice; the fourth will be delivered this fall.

Lykes’ new payment agreement with 
Mitsui and Mitsubishi temporarily resched-
ules the ship mortgage debt until Lykes ’ reor-

“The trend arrow is up. 
This is a company that will 

be reorganized. ”

Joe B. Freeman

ganization plan is completed and approved.
In the meantime, Lykes will make “ad-

equate protection” payments to the ship-
yards to protect them against any decline or 
depreciation in the value of the ships.

Freeman said it was “very significant” 
that Lykes and the shipyards were able to 
strike a deal through negotiation instead of 
litigation.

He also said the payment schedule was at 
a level Lykes could afford. The monthly 
payments begin at $500,000 during August 
and September, and increase to $895,000 
(including $120,000 in deferred interest 
payments) in October.

“The agreement gives Lykes an extended 
period of time in which to operate the four 
vessels while it formulates a plan of reorga-
nization,” Freeman said.

The agreement with creditors on use of 
cash collateral, meanwhile, eliminates “a 
distraction of resources that need to be 
devoted to other things,” he said.

It also shows that “the creditors have quit 
bickering and the banks and others are sup-
portive of the reorganization,” Freeman said.

In May, a dispute between banks and 
unsecured creditors over use of cash collat-
eral led the banks to try to force Lykes into 
Chapter 7 liquidation. Bankruptcy Judge 
Alexander Paskay of Tampa rejected the 
banks’ efforts and scolded them for trying 
to gain unfair advantage (June American 
Shipper, page 6).

Ships, Services. Lykes has operated 
without interruption since its Chapter 11 
filing last October. Some shippers initially 
were skittish about committing cargo, but 
bookings soon picked up, and the company 
has signed a number of service contracts 
with shippers.

Lykes’ first priority has been its biggest 
trade route, the transatlantic.

The four Pacific-class ships, combined 
with two 2,400-TEU vessels already there, 
will give the company six U.S.-flag ships in 
the trade, making it easier to attract military 
and other government cargoes that move on 
U.S.-flag ships.

Two new 2,480-TEU ships Lykes has 
been using in the transatlantic are being 
returned to their owner. Delivery of two 
others was canceled because of Lykes’ fi-
nancial problems.

Lykes’ ownership of the Pacific-class 
ships is still being disputed by Blue Water 
Associates, the investment group involved 
in the vessels’ initial financing. Blue Water 
has asked the U.S. District Court in Tampa 
to overturn the bankruptcy court’s ruling 
that Lykes owns the ships, but did not seek 
to prevent Lykes from using the ships in the 
interim.

Reorganization No. 5. Lykes is the 
fifth reorganization Freeman has taken on.

The others were AM International, a 
Chicago-based graphics company; 
Gardinier Inc., a Tampa-based phosphate 
firm; Ken David Holding, a Dallas-Fort 
Worth oil and gas holding company, and 
Bicoastal Corp., formerly Singer Co.

Although his background isn’t in ship-
ping, Freeman said his turnaround-special- 
ist role doesn’t require him to be.

“Business issues are business issues,” he 
said, and although each company has its 
pecularitities, the basic steps are the same.

First task is to make sure there’s enough 
liquidity to operate. Next is identification 
of the business and legal steps needed to get 
out of Chapter 11. Then claims must be 
sorted out and agreements settled with credi-
tors and others, and a reorganization plan 
submitted and approved.

Freeman said he’s confident that the re-
organization will succeed. “The trend ar-
row is up,” he said. “This is a company that 
will be reorganized.” ■

8 AMERICAN SHIPPER: AUGUST 1996



The rail 
advantages 
of shipping 
through 
the Port of 
Savannah
"Mead ships a large volume commodity, so 
it's extremely important that our port pro-
vide a high level of service at a cost effective 
rate," says Jerome P. Josselyn, Director, 
Marketing Operations.

“Boxcars from our company's mill are 
stripped at the Port of Savannah, the prod-
ucts are housed, and then stuffed into con-
tainers for shipment to customers around 
the world. The advantage of a quick turn-
around is guaranteed in part by the Port's 
on-dock railheads and one-terminal facility.’"

Operational flexibility is a strong reason 
why Savannah is viewed as "the port that 
performs" for a growing number of compa-
nies like Mead.

"If one of our customers requires that we 
move our product over a weekend, it does 
not ever seem to be a problem," says 
Josselyn. "This is very significant to us, and 
we appreciate the importance the Port of 
Savannah places on meeting our customer’s 
delivery schedule."

Speed. Flexibility. Performance. It all adds 
up to a real advantage. "The Port of 
Savannah does a good job of handling our 
cargo and communicating with our staff on 
a day-to-day basis," he concludes. "Given the 
whole package, we've found through experi-
ence that Savannah is a natural container 
port for us."

For more information about how the Port 
of Savannah can perform for you, contact 
Byron X. Hock, Director of Trade 
Development, Georgia Ports Authority, P.O. 
Box 2406, Savannah, Georgia 31402. Or call 
toll-free 1-800-342-8012.

7 Port of Savannah ■
■k We Run Rings Around The Competition.

"A tremendous Savannah advantage is that the 
facility layout minimizes drayage and substantially 
reduces the associated cost. Major coordination 
efforts that are required at other South Atlantic ports 
simply aren't an issue at the Port o f Savannah."

Jerome P. Josselyn,
Director. Marketing Operations, 
Mead Coated Board



UP-SP rail merger is approved
Surface Transportation Board imposes conditions, but 
gives unanimous approval to deal.

NEWSFRONT

By T ony B eargie_______________________________

Saying any reduced competition “will be 
heavily outweighed” by lower costs and 
public benefits, the Surface Transportation 
Board unanimously approved the merger of 
Union Pacific and Southern Pacific rail-
roads.

The decision clears the way for UP and 
SP to go through with their $5.4-billion 
merger, which will create the nation’s larg-
est railroad. The combined railroads will 
have 31,000 miles of track covering every 
state west of the Mississippi River except 
North Dakota.

The Surface Transportation Board im-
posed 35 conditions designed to maximize 
competition by assuring access to UP-SP 
track by competing lines, principally 
Burlington Northern Santa Fe.

BNSF will gain 4,000 miles of trackage 
rights, including the first single-line rail 
system linking the Pacific Northwest and 
Gulf Coast and Los Angeles and Seattle.

Shipper groups and a 
number o f state and federal 

agencies, including the 
Justice Department, had 

opposed the merger.

Kansas City Southern also gained con-
cessions, principally trackage rights be-
tween Beaumont, Texas, and the Texas 
Mexican Railroad at Corpus Christi. The 
TexMex line, half-owned by Kansas City 
Southern, gives KCS access to the Mexican 
market at Laredo.

While the UP-SP merger is the biggest in 
U.S. railroad history, it may not be the last.

Some analysts speculated that the merger 
concessions that KCS won in the merger 
could make the Midwestern railroad an 
attractive merger partner for Norfolk South-
ern or CSX Transportation.

Opposition. Shipper groups and a num-
ber of state and federal agencies, including 
the Justice Department, had opposed the 
merger.

A shipper coalition formed to battle the 
merger criticized the board’s 3-0 vote for 
the merger. “The final score was the STB 3, 
the public zero,” said Jack Estes, executive 
director of the Coalition for Competitive 
Rail Transportation.

Estes said the board “missed an opportu-
nity” to carry out the will of Congress to 
maintain rail competition in the U.S., Estes 
said. “Shippers will neverforget.”Congress 
also is not likely to forget,” he said.

Estes predicted public pressure will spark 
Congress to strengthen oversight of the 
STB and re-evaluate the board’s future role 
in rail transactions.

Five-Year Scrutiny. In approving the 
merger, the transportation board followed 
recommendations of its staff, which esti-
mated the merger would produce $627 mil-
lion in annual savings.

UP was more optimistic, predicting an-
nual savings of $750 million.

The board will keep a close eye on the 
merged railroads for five years, to ensure 
that UP-SP “does not do anything to im-
pede competition,” said Linda Morgan, the 
board’s chairman.

“If competitive harm appears imminent, 
we can and will act, “ Morgan said. Such 
action could include a divestiture order 
which “will remain available during the 
entire oversight period,” Morgan said.

“The board has taken this case very seri-
ously from the beginning and will continue 
to do so,” she said.

Both Morgan and UP’s chairman, Drew 
Lewis, acknowledged the possibility of a 
court challenge, but predicted that the 
board’s decision would be upheld.

Lewis said plans are to complete the 
merger by Oct. 1.

Estimated Savings. The board's staff 
said the merger will produce “very substan-
tial” gains in efficiency.

The board said shippers will benefit from 
“tremendous service improvements brought 
about by shorter routes, extended single- 
line service, enhanced equipment supply, 
improved service reliability, and new oper-
ating efficiencies.”

During the next four years, UP promises 
to invest $1.3 billion in the railroad, includ-
ing $800 million in corridor improvements 
and $350 million for new facilities.

UP’s first priority will be to improve 
locomotives, followed by track rehabilita-
tion, technology improvements and route 
improvements, Lewis said.

‘Rescue’ For SP. In approving the 
merger, the Surface Transportation Board 
agreed with UP’s claim that the merger is 
needed to save the financially weak SP.

UP argued that SP, which is losing 
$500,000 per day, could no longer compete 
with BNSF and would either “retrench or 
collapse” without the merger.

“Only UP offers the financial resources 
necessary to restore SP’s services and 
routes,” Citing its plans for the $1.3 billion 
in investment, Union Pacific said it “can 
fund those investments, but SP cannot.”

The transportation 
board staff estimated 

the merger would 
produce $627 million 

in annual savings.

Denying the merger and risking a bro- 
ken-up or downsized SP “is not a risk we 
should be willing to take,” Morgan said. 
“We should do all we can to allow the 
efficiencies promised by this merger and to 
save the SP system as a viable competitive 
force.”

Roger Fones, a Justice Department law-
yer, argued that “there is nothing that shows 
that SP has a bleak future” and that other 
railroads could buy the line’s assets.

“Just tell them no,” Fones said in oral 
arguments before the board.

“It’s not that easy,” Morgan said. “We 
don’t have four or five companies ready to 
buy SP.”

Divestiture Rejected. Sen. Christo-
pher Bond, R-Mo., urged the board to re-
quire UP and SP to sell their parallel lines to 
other carriers. He said ensuring “real, ac-
tual competition” is a “central responsibil-
ity” of the board.

Morgan said such an action would un-
dercut benefits of the merger. “Railroads, 
with ther network economies, are different 
from other industries, and if you take away 
part of their network, you can take away 
part of their economies of operations,” she 
said.

“Divestiture may be an obvious fix to 
some, but it is not an obvious fix for me in 
this case,” she said. ■
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NEWSFRONT

Court: NVOs can arrest cargo
Judges rule NVOCCs have same rights as 
vessel owners when freight bill isn’t paid.

B y R ichard K nee

Non-vessel-operating common carriers have the right to arrest 
cargo when the freight bill goes unpaid, a federal appeals court has 
ruled.

The opinion, issued in mid-June by the 9th U.S. Circuit Court of 
Appeals in San Francisco, reversed a U.S. District Court decision 
that only a vessel owner in possession of a shipment had the right 
to hold it. The case involved shipment of a pyramid tent in 26 
containers from Felixstowe, England, to Las Vegas.

The containers had moved on a Maersk Line ship to Newark, 
N.J., and then by rail to Long Beach, Calif., where they were held 
by TWI Ocean Logistics Services, the NVOCC arm of Logistics 
Management, Inc.

The shipper, Diamond Entertainment II, had not paid freight and 
related charges exceeding $250,000, according to a summary in the 
opinion issued by Judge Diarmuid F. O’Scannlain of the 9th Circuit.

TWI’s attorney is Thomas A. Russell, who is also counsel to the 
Steamship Association of Southern California.

Scanlain’s decision drew praise from NVOCC circles, though it 
did not surprise them.

“It’s nothing really new. We have that (arrest) right as a carrier,” 
said Laurie A. Olson, executive director of the International 
Association of NVOCCs.

The right to hold cargo until freight is paid “to satisfy the 
account” is a standard clause in bills of lading, Olson said.

“Most states recognize by statute and common law that the 
NVOCC is a carrier and has lien,” said Edward D. Greenberg, 
maritime counsel to the National Customs Brokers & Forwarders 
Association of America, whose membership includes NVOCCs.

A lien is a legal hold placed on property of a person or party in debt.
According to the court summary, Diamond had leased the tent 

from Pebbles Music, Inc., and had assumed responsibility for the 
shipping cost. TWI issued an intermodal bill of lading to Diamond; 
the bill of lading had been marked “Freight Prepaid,” meaning TWI 
had forwarded payment to Maersk.

After receiving no freight payment from Diamond when the 
shipment arrived at Long Beach, TWI got the U.S. District Court 
to permit the arrest of the cargo.

The court also ordered that Maersk be appointed “substi-
tute” custodian of the tent.

Pebbles then filed a claim to the tent and asked the court to order 
Diamond and Chariot to pay the freight and related charges to TWI. 
But Pebbles also argued that TWI was not the vessel owner in 
possession of the cargo and therefore lacked standing to place a hold 
on it.

The district court denied the injunction but agreed with Pebbles 
that TWI did not have jurisdiction over the shipment. The court 
dismissed TWI’s action against Diamond and Chariot.

In overturning the district court’s ruling, Judge Scanlain found 
that TWI had jurisdiction because the NVOCC’s bill of lading was 
a valid maritime contract and the tent was physically within the 
“lawful custody” of the district court.

He cited a U.S. Supreme Court statement, issued in a number of 
cases, that “the question of a lien or no lien is not one of jurisdiction, 
but of merits.” ■

Land, Sea Or Rail, 
If It's Going 
To Mexico 

It Should Pass 
Through Here

Th e Right Loca t io n A t Th e Righ t Tim e!
L ocated  at the tip o f T exas, righ t on the bo rd e r w ith 
Mexico, is the Port of Brownsville. The right location, and 
the righ t people, the Port o f B row nsville , has becom e 
America's Home Port to f r —r  NAFTA. The Port has 
over 15,000 r T~~-^  ^ — f  acres available for
deve lopm en t,^  y\. rms y  one of the largest
U.S. Foreign a ,  s '  Trade Zones,
17 mile ship Ijy V  ]* S s» /u (  channel (with
a 42 ft. depth), j  I( & access to five modes
of transportation: ship, \  ?  barge, truck,
rail and air. Excellent f d  facilities
including 14 deep-sea docks, 6 barge berths,
hundreds o f 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.

PO R T™  - w -  
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 . B ox 3070 /  B row nsville, T exas 78523-3070 

(210) 831-4592 /  M ain Fax: (210) 831-5006 
M arketing  Fax: (210) 831-6185
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NEWSFRONT

AgOTC won’t let up on antitrust issue
But Friedmann acknowledges Congress unlikely to lift 
conferences’antitrust-law immunity soon.

By R ichard K nee

The Agriculture Ocean Transportation 
Coalition will continue pushing to make 
carrier conferences subject to U.S. antitrust 
laws, though that probably won’t happen 
soon, AgOTC executive director Peter A. 
Friedmann said.

At its ninth annual meeting in San Fran-
cisco, AgOTC members voted to continue 
their efforts on the antitrust-immunity is-
sue.

“There was a vote — it was not unani-
mous — that AgOTC should continue to 
strive for eliminating (ocean carrier) anti-
trust immunity,” Friedmann told American 
Shipper.

The coalition knows the battle is likely to 
be long and will meanwhile seek other 
ways to weaken the power of conferences, 
he said.

At the same time, the shipping-act re-
form legislation pending in Congress is 
preferable to the current law, said 
Friedmann, who was a major architect of 
the 1984 Shipping Act.

The proposed changes would permit con-
fidential contracting, eliminate requirements 
for public filing of tariffs and service-con- 
tract terms, and abolish the Federal Mari-
time Commission.

“There is no question that confidential 
contracting and independent action for con-
tracting are incremental improvements,” 
he said.

AgOTC members also voted to endorse 
and lobby for enactment by Sept. 1 of a com-
promise bill to amend the 1992 Intermodal 
Safe Container Transportation Act, which is 
aimed at overweight containers.

The overweight-container law is of tre-
mendous interest to AgOTC members, 
Friedmann said. It was forged by the Ameri-
can Trucking Associations, the National 
Industrial Transportation League and the 
Intermodal Safe Container Coalition.

One of its major features would relieve 
truckers of liability in most cases where 
overweight containers move on roads and 
highways.

It would require initial certification by a 
shipper before a load was given to the first 
trucker. Without that certification, the 
trucker would assume that the container 
weighed no more than the legal maximum. 
The bill would raise that threshold from the

current 10,000 pounds to 29,001 pounds.
Other matters discussed at the AgOTC 

meeting, Friedmann said, included:
• Efforts to repeal the Jones Act, which 

reserves domestic cargoes for U.S.-flag 
vessels built in the United States without

By R ichard K nee

Transpacific conference and independent 
carriers are talking about reinstating volun-
tary limits on capacity — a move that could 
be challenged by the Federal Maritime 
Commission.

The capacity-restriction plan is just one 
idea being floated in an ongoing series of 
meetings of the Transpacific Stabilization 
Agreement, which includes conference and 
independent lines.

The TSA scrapped a capacity set-aside 
program a year ago after having it in place 
for almost six years.

No formal proposal to restart the pro-
gram has come forth at TSA shipowners’ 
meetings, said Robert A. Peavy, the group’s 
administrator.

“We’re talking about how to solve the 
problem of (rate) instability in the trade. I 
wouldn’t rule anything in or out at this 
point,” Peavy said.

He was “not at liberty” to discuss other 
measures under discussion.

If the TSA does again restrict vessel space 
availablilty, it could face a court challenge 
from the FMC, judging from comments by 
the commission’s chairman Harold J. Creel 
Jr. and member Delmond J. H. Won.

The percentage of ship capacity filled by 
cargo is below year-earlier levels, said Bob 
Magna, vice president of sales for North 
America at Hyundai Merchant Marine, a 
non-confererence member of TSA.

On average, ships were more than 85 
percent full, but in any given week capac- 
ity-load factors ranged between 80 and 100 
percent, Magna said. “We were a little 
stronger last year,” he said.

Besides Hyundai, TSA comprises the 11 
members of the Asia North America

federal subsidy. AgOTC put off taking a 
formal position on the matter to focus on 
Shipping Act reform legislation.

• U.S. Customs’ Automated Export Sys-
tem, under which shippers or their freight 
forwarders transmit Shipper’s Export Decla-
rations to the agency before their cargo sails.

Most AgOTC members perceive AES as 
a barrier to exporting their products, 
Friedmann said. Seasonal cycles, and sud-
den changes in weather and in the market-
place make it difficult to submit 
documentation long in advance of lading, 
he explained. ■

Eastbound Rate Agreement and the indepen- 
dent carriers Evergreen, Hanjin and 
Yangming.

The TSA abandoned its capacity set- 
aside program after the FMC started inves-
tigating practices by that group and the 
Westbound Transpacific Stabilization 
Agreement.

Separately, the Trans-Atlantic Confer-
ence Agreement scrapped a similar effort in 
October 1994 after it came under fire from 
European Union regulators.

Peavy said the TSA’s decision to aban-
don its program was market-driven, and 
wasn’t forced by regulators.

At the time, “capacity had come the 
closest to (supply/demand) balance that it 
had been in a long time,” he said.

Capacity-load factors were then running 
between 85 and 88 percent, and the TSA 
was making 94 percent of its members’ 
vessel space available, he said.

That was in line with a policy of keeping 
50 percent of the overcapacity off-limits to 
cargo, he explained. The group adjusted its 
set-aside quarterly to accommodate fore-
casts for cargo traffic.

With capacity-load factors in the high 
80s, Peavy said, there was “no point in 
arguing over a non-issue” when the FMC 
began scrutinizing the TSA and WTSA.

Creel and Won told American Shipper 
they might look unfavorably at a reinstate-
ment of the capacity set-aside program.

Creel, emphasizing he was voicing his 
own views, said he would have a problem 
with carriers’ “artificially restricting ca-
pacity.” He acknowledged, however, that 
he did not know whether there is any prohi-
bition of capacity restriction either in cur-
rent shipping law or in proposed 
shipping-act reform legislation. ■

TSA considers reviving capacity limits
Transpacific Stabilization Agreement discusses possibility. 
But FMC may be reluctant to go along.
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Washington Briefs

U.S. lines win China forwarding rights
After four years, U.S. negotiators have persuaded Chinese 

officials to permit Sea-Land Service and American President Lines 
to establish their own freight-forwarding services in China.

Under an agreement signed in Beijing, the two largest U.S.-flag 
containership operators each will be able to establish one main 
forwarding office and six branch offices in China.

The carriers, which are developing a business plan for submis-
sion to Chinese authorities, have not yet decided on locations.

The carriers expected to file their applications by the end of July, 
and win approval of them by October, said Michael M. Murphy, 
APL’s vice president of government affairs.

The breakthrough gives both APL and Sea-Land the opportunity 
to provide shippers a full range of intermodal services, he said.

For years, APL and Sea-Land had to turn over their forwarding 
business to China’s government-owned forwarder, Sinotrans. Now, 
the U.S.-flag carriers will be able to offer their services to not only 
their own customers, but to third parties.

APL’s and Sea-Land’s operations will run on a three-year trial 
period. No shipping lines of other flags will be permitted to set up 
similar operations during the period.

Under the agreement, the facilities will be known as “container 
transportation service companies” which will be allowed to:

•  Book space.
•  Unstuff and stuff containers.
•  Provide warehousing and storage.
•  Sign and issue cargo receipts.
•  Collect freight and other charges for authorized services.
•  Repair and maintain containers and other equipment.
•  Arrange and conclude contracts with trucking companies for 

trucking services.
Each carrier will be allowed to invest $1 million in its main 

Chinese forwarding office and $120,000 in each branch office.
The agreement also allows China Ocean Shipping Co., and any 

other Chinese carriers that may enter the U.S. trade to have quicker 
entry into 12U.S.ports which, since 1988, have required four days’ 
notice due to national security reasons.

Chinese vessels will now be able to call at these previously 
restricted ports on 24 hours’ notice: Honolulu; Port Hueneme, 
Calif.; San Diego; Port St. Joe, Pensacola. Panama City and Port 
Canaveral, Fla.; Kings Bay, Ga.; Charleston, S.C.; Hampton Roads, 
Va.; New London and Groton, Conn., and Portsmouth, N.H.

Chinese ships previously had permission to call at all other U.S. 
ports on 24 hours’ notice.

At the request of the Chinese, the Maritime Administration will 
ask the Federal Maritime Commission to consider allowing Chi-
nese ships to file rate adjustments on 24 hours’ notice. Under the 
U.S. Controlled Carrier Act, COSCO must give the FMC 30 days’ 
notice on rate changes.

New trucker bill of lading approved by Justice Dept.
The Justice Department has approved a new standard truck bill 

of lading. The new format is designed to make it easier for shippers 
to detect hidden surcharges, pricing rules and other information 
that used to be available from the Interstate Commerce Commis-
sion.

The new bill-of-lading, the Shippers Bill and Common Carrier 
Rate Agreement, will be an alternative to the Uniform Straight Bill 
of Lading of the National Motor Freight Transportation Associa-
tion.

The Justice Department said the new bill of lading contains all 
contract terms and conditions instead of merely referring to them, 
as the current format does.

Shippers and truckers would have to voluntarily agree to use the 
new format, which was developed by the Transportation Con-
sumer Protection Council, a Huntington, N.Y.-based group that 
represents 500 shippers.

The new bill of lading option will provide the means of allowing 
shippers and truckers to reach “a real understanding” of their 
contracts, said George Carl Pezold, the Transportation Consumer 
Protection Council’s assistant general counsel.

The council’s authority to create new motor carrier-shipper 
guidelines will “help avoid costly legal disputes,” the Justice 
Dpartment said.

The new option will give shippers and carriers the right to bypass 
the long-standing uniform bill of lading, which the Justice Depart-
ment called “a cumbersome contractual document.”

Assistant Attorney General Anne K. Bingaman, who approved 
the new bill of lading, noted that its use would be voluntary on the 
part of both shippers and motor carriers.

This condition eased antitrust concerns, she said, because parties 
will not be required to use the new system and shippers will not be 
urged to boycott motor carriers who insist on using the uniform bill 
of lading.

Also the new bill of lading will not establish rates or prices since 
the agreement provides for the negotiation of rates and prices 
between shippers and carriers, she said.

APL seeks more slots from TMM
American President Lines has asked the Maritime Administra-

tion to allow APL to increase from 50 to 195 FEUs the number of 
container slots the carrier charters each week from Transportacion 
Maritima Mexicana.

APL charters the slots from TMM between Asia and Mexico. 
MarAd approval of the slot-charter allocation is required under the 
1936 Merchant Marine Act, which prevents subsidized U.S.-flag 
lines from operating foreign-flag ships that compete with essential 
U.S.-flag services.

APL’s current slot charter from TMM is allowed under a waiver 
from the 1936 act.

Water resources bill advances in House
The House Transportation and Infrastructure Committee has 

cleared a $4-billion port and inland waterway improvement project 
bill for House action.

If it is enacted this year, the bill will be the first water resources 
legislation to come out of Congress in four years.

The legislation authorizes 22 port and inland waterway projects, 
including commercial navigation projects at Humboldt Bay, Ca-
lif.; Wilmington, N.C.; Port Fourchon, La., and Houston.

DOT grants antitrust immunity for Delta’s Euro link
Transportation Secretary Federico Pena has given Delta Air 

Lines approval to set up a network of worldwide service with 
Austrian Airlines, the Belgian carrier Sabena, and Swissair.

The action, which was expected, gives the four airlines immu-
nity from U.S. antitrust laws, allowing them to plan and coordinate 
services. The carriers can operate as a single airline, but will 
continue to be independent entities with separate corporate and 
national identities.
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For non-U.S. trades, 
there is no overseas 

equivalent to the 
FMC. And except 

fo r  official conference 
tariffs, no source o f  
detailed information 

on market rates o f  
contract rates exists.

Will some pull out o f  
TACA and seek a less 

risky settlement 
before they lose their 

immunity to fines?

N otes and Co m m en ts
Wanted: freight rates benchmarker

American Shipper received a thought-provok-
ing query from a major U.S. shipper.
“We are looking for a firm that can evaluate the 

ocean rates we’ve managed to negotiate for ship-
ment of our various goods around the world,” this 
shipper said.

Looking at benchmarking freight rates?
This is definitely the shipper’s objective — and 

it makes sense.
This benchmarking consultancy firm would ad-

vise “whether we’ve done an excellent, average or 
poor job (in rate negotiation),” the shipper said.

Shippers operating in U.S. trades are used to 
scrutinizing the essential terms of service contracts 
and rates filed with the U.S. Federal Maritime Com-
mission. This can be a time-consuming and insuffi-
ciently comprehensive exercise, but it’s a good start.

“Everything is on computer now,” said Theodore 
Zook, chief, office of service contracts at the FMC. 
Zook said shippers registered on the Automated 
Tariff Filing Information system can have access 
to the FMC’s data “on a computer from anywhere 
in the world.”

And there are the “tariff watching services” 
provided by private firms such as D.X.I., he noted.

For non-U. S. trades, there is no overseas equiva-
lent to the FMC. And except for official confer-
ence tariffs, no source of detailed information on 
market rates or contract rates exists.

American Shipper admitted to the shipper that it 
did not have the perfect answer to his question. No, 
we don’t know of any stand-alone consultancy 
firm which provides this kind of operational freight- 
rate benchmarking advice.

Flowever, we suggested four avenues to the 
shipper, in addition to the “tariff watching ser-
vices” already mentioned:

•  Some international forwarders outside the 
U.S. keep a close eye on freight rate levels in U.S. 
and non-U.S. trades. They measure freight rates 
systematically and we have asked some of them if 
they could provide this advice to shippers/import-
ers without actually moving their cargoes.

•  Some shippers also have close links with 
“friendly” NVOs. We told the shipper it could be 
useful to ask a major NVO — which it may be 
using on some routes — to give indicative bench-
mark prices for the trades where the NVO has 
negotiated its own rates or contracts.

If the comparison is based on port-to-port price 
only, it could work.

•  Particularly for the U.S. trades, where ship-
pers’ associations are most developed, a shipper 
may — or may not — be willing to approach and 
consider joining one. A shippers’ association can 
give information on the rates that it has negotiated.

There is, of course, the issue of whether the 
shipper wishes to join the association and hand 
over rate negotiations. In the Netherlands and in 
France, there are also new informal shippers’ asso-

ciations where shippers (generally small shippers) 
compare notes and seek to leverage their volumes.

•  Finally, as reported in the July issue of Ameri-
can Shipper, more and more multinational ship-
pers put out formal international tenders for their 
global freight transportation and invite carriers to 
submit bids.

This tender system is meant to coincide with the 
renegotiation of service contracts and the like, but 
big shippers can also activate international bids of 
this kind while existing contracts are still running, 
to validate or renegotiate rates.

Ethics and contract commitments say that a deal 
should not be rescinded, once signed. But it would 
not be first time that shippers or forwarders ask 
carriers to renegotiate contracts to reflect changes in 
market conditions. If you invite more bids, you’ll get 
real-life benchmarks direct from the marketplace.

Except for the U.S tariff-watching companies 
and for potential advisory help from certain for-
warders, the options suggested above are not 
equivalent to an audit of freight rate levels for 
contracts already negotiated.

If your company belongs to this rare species of 
freight rate benchmarking advisors, or if you use 
one, let us know!

What next for TACA?
So, TACA has received from the European 

Commission a long list of accusations that it en-
gaged in anticompetitive practices (June Ameri-
can Shipper, page 14).

The list was accompanied by “a proposal” by 
the EC to withdraw TACA’s right to set inland and 
ocean rates. It also contained a warning that fines 
can be levied to punish TACA’s allegedly serious 
infringements of competition.

Experience has shown that threats generally 
guarantee immediate reactions. Will all TACA 
lines continue to challenge the EC with the same 
united, confident stance of “the EC has got it 
wrong — see you in court”? Or will some pull out 
of TACA and seek a less risky settlement before 
they lose their immunity to fines?

It now seems unavoidable that the EC will 
confirm its proposal to withdraw the immunity to 
fines of TACA carriers.

American Shipper estimates that TACA carri-
ers and their parent companies have worldwide 
annual revenues of some $42 billion. This is im-
portant: the EC can impose fines of up to 10 
percent of the group revenues of “guilty” compa-
nies — that would be $4.2 billion for TACA lines.

For individual carriers, TACA’s maximum fines 
could range from $36 million, for a niche TACA 
carrier like Atlantic Container Line to $970 mil-
lion for a large company like NYK.

This looks frightening but these fines are not 
certain. The EC didn’t say it will go full blast and 
impose the 10 percent maximum price and TACA 
can, of course, win.

AMERICAN SHIPPER: AUGUST 1996 15



Just another day at the beach?
Not with American Shipper*

“Getting away from it all” doesn’t mean you have to 
miss out on the industry’s latest news.

C l ic k .

T hat’s all it takes to catch up with 
American Shipper+, the daily e-mail news 
summary from your m onthly journal of logistics.
And it’s FREE for paid subscribers to American Shipper.

The latest news at the touch of a button.

American Shipper: P.O. Box 4728, Jacksonville, FL 32201; Fax: (904) 791-8836
[ ] Please enter my subscription to American Shipper and American Shipper* for one year. U.S. S48 

[] Air mail delivery, domestic or foreign U.S. S120 

[ ]  Bill me [ ]  Check enclosed 

[ ] Charge:— American Express, — Mastercard,— Visa 

Card num ber:.

PLEASE TYPE OR PRINT CLEARLY

Name: 

Firm: _

Title: -

Phone:

Principal product or service:

P.O. Box/Address:_ _ _ _ _ _

C ity : - - - - - - - - - - - - - - - - - - - - - - - -  State: Postal c o d e :.

Signature:- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Your e-mail address for American Shipper+ _

Coupon must be filled out completely,



EUROPEAN SHIPPERS’ PERSPECTIVE

By Gerard. Verhaar

EC strategy: political Utopia
In its recent maritime strategy paper, the European 
Commission’s policy creativity went overboard.

The European Commission’s recent pa-
per “Towards a New Maritime Strategy” 
demonstrates the frequent inability of au-
thorities to support and defend their poli-
cies by sound, relevant arguments, as Daniel 
C. Dennet wrote in “Darwin’s Dangerous 
Idea”(1995).

“There is no such thing as a sound argu-
ment from Authority, but Authorities can 

- be persuasive, sometimes rightly and some-
times wrongly,” he wrote.

Unfortunately for the Commission, the 
thoughts and policy concerning liner con-
ferences in the March 1996 paper are rather 
old and more or less repetitive of what had 
been said in previous Commission docu-
ments.

What is new in this context is that — 
unintentionally — the document makes it 
abundantly clear that, as a legal measure, 
the 10-year-old Regulation 4056/86 (the 
group exemption for conferences, known 
as the “competition rules”) is irreconcilable 
with the much older principle of free and 
fair competition in the EU Treaty, which is 
now the engine of the new strategy.

High quality, low-cost claim
Alas, the Regulation being there as it is, 

the document demonstrates tremendous 
imagination on the part of the Commission 
in suggesting that the competition rules 
(i.e. the Regulation) are being applied “to 
ensure the existence of effective competi-
tion in liner shipping trades serving the 
Union and the provision of high quality, 
low-cost services to shippers” (paragraph 
III.3 introduction).

How on earth can anybody in his right 
mind claim that effective competition in 
liner shipping can be ensured by granting 
some sixty-odd shipping cartels serving EU 
inbound and outbound trades the permis-
sion to establish compulsory tariffs (at least 
in principle), which cover not only mari-
time carriage per se, but also scores of 
ancillary charges, additionals, surcharges, 
adjustment factors and the like?

A long rhetorical question usually in-

vites a very short answer: this claim is.... 
unfounded.

Inefficiencies
But, now, what about the provision of 

high-quality, low-cost services to shippers 
also presented as the result of granting 
immunity to conferences? If there was such 
a link, sacrificing a degree of competition 
could perhaps be tolerated in exchange for 
these better conference services.

To find an answer to this question, there 
is no need to ask the views of shippers and 
their organization, the European Shippers’ 
Councils (their comments might be seen as 
biased, anyway).

The answer was given by the Commission 
itself in a statement which showed that its 
courage and straightforwardness is boundless.

It said: ‘ ‘Inefficiencies may have been engen-
dered by conferences with all operators charg-
ing the price determined by the conference, 
sometimes at the expense of the more innova-
tive operator who could not charge the remium 
price for a premium service.

“Conversely, in conferences, the more 
cost-efficient operator is not allowed to 
charge a lower price to its customer, as it is 
bound by the common tariff.

“Furthermore, it is possible that trade- 
lane based conference rules hinder the pro-
vision of global services by consortia...

“Especially with regard to liner ship-
ping, the possibility of increasing freight 
rates or managing capacity in times of low 
capacity utilization may tend to foster un-
economic investment decisions, the conse-
quences of which would ultimately be borne 
by the transport user,” the Commission 
wrote in the paper (paragraph III.3.c).

Note the euphemistical use of words such 
as “may” (twice), “it is possible,” “the pos-
sibility,” “tend to.” No doubt, these were 
chosen to give the impression that the con-
ference system had some sporadic or occa-
sional side effects and nothing more serious.

Conference immunity
Those who are familiar with the contents

Gerard J.M. Verhaar
Zwaluwplein 3
NL 2661 BT Bergschenhoek
Netherlands
Tel: 31-10-521-4627

of 4056/86, including the civil servants of 
the Commission, should admit that the 
Regulation cannot make conferences pro-
vide high-quality, low-cost services. This 
acknowledgement would not be surprising, 
since the Regulation is nothing but an off-
shoot of the UNCTAD Code for Liner Con-
ferences (the use of Code in the EU 
Regulation was extorted from the Commis-
sion by certain EU member states and car-
riers which threatened to ratify the Code 
despite its conflicts with the EU Treaty).

Thus, 4056/86 deals with pre-UNCTAD 
Code conferences and strengthened them in 
several ways. The conferences of that type 
were certainly not geared to ensure any 
degree of service quality as this responsi-
bility was left exclusively to individual 
member lines.

Neither the Code nor the Regulation com-
pel conferences to provide high quality, 
low-cost services.

One of the anti-competitive features of 
conferences should have been eradicated 
by the EU competition rules: joint confer-
ence inland pre-/postcarriage rate-setting. 
So far, only one conference has been told by 
the Commission to stop that and this was 
several years ago. The case is still pending 
before the courts, as the conference con-
cerned has appealed against the Commis-
sion decision.

Furthermore, joint conference terminal 
and loading/unloading charges have not 
even been effectively challenged by the 
Commission.

At the very least, one would have ex-
pected a “new strategy” to deal with these 
anomalies decisively.

EC influence on the industry
The EC’s imagination borders on self- 

importance when it says that it “believes” 
that the competition rules applied to ship-
ping “have already enhanced the productiv-
ity of operators.”

This enhanced productivity and “a cus-
tomer-oriented approach to the provision of 
maritime services should further increase
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WTO shipping talks end without agreement
U.S. refused to offer to liberalize its shipping rules 
until other countries agreed to open their markets.

opportunities for operators to provide ship-
pers with high quality services at low prices,” 
it added.

No, don’t give up reading just now— the 
best is yet to come.

“This may lead to improved (for the 
operators, that is) freight rates for certain 
advanced services, reflecting a normal com-
mercial pricing strategy,” it said.

“Higher returns can lead to better safety 
management and replacement or scrapping 
of ships than is currently the case,” it added.

The Commission’s hopes and belief ex-
pressed above are filled with so many im-
probabilities and even contradictions that 
refuting them would take a whole page. It is 
easy to demolish this mispresentation.

True, the Commission could argue that 
the effects cited above are the result of not 
just Regulation 4056, but rather of the com-
bined application of the three regulations 
4056, 4057 and 4058 (the latter two deal-
ing, respectively, with dumping and with 
securing free access to trades).

In that event, we still have a case of self-
overestimation. By the Commission’s own 
confession, each of the latter two regula-
tions has been applied only once. Surely, 
these two isolated cases of penalties for 
anti-competitive practices (Hyundai and the 
Europe/Central and West African trade) 
have neither scared all the other confer-
ences, their non-EU-membership and third 
country governments nor created the laud-
able results cited above.

There is also the question of whether 
competition problems similar to the Korean 
and West African cases did occur, undetec-
ted and perhaps on a large scale, elsewhere.

The true story
It would have been easier and more hon-

est of the Commission to state the much 
simpler truth, which is that 4056, in permit-
ting cartels to eliminate competition, has 
contributed to the occurrence or the con-
tinuation of the age-old and universally 
acknowledged economic features of car-
tels: overcapacity has been structural and 
official prices too high.

These two features have led to the oppo-
site situation from common conference tar-
iffs, because they have enabled and often 
forced conference lines to compete mutu-
ally in terms of freight rates (by secret 
undercutting), which is contrary to confer-
ence rules and, in some countries, in con-
flict with the law.

This alternative view, honest though it is, 
would have been a rather embarrassing 
message to the European Parliament and to 
other EU Authorities, if the Commission 
had adopted it in its “new strategy” docu-
ment. ■

By Ph ilip  D am as

World Trade Organization talks on lib-
eralization of shipping have ended with-
out an agreement, and international 
negotiators have postponed further dis-
cussion until 2000.

The failure to agree on a multilateral 
pact by the June 30 deadline marked the 
end of two years of difficult discussions 
on maritime transport services.

The decision effectively suspends fur-
ther talks on shipping liberalization until 
the WTO holds its next global trade round 
of talks on liberalization of other service 
industries and sectors.

The WTO said that when negotiations 
were suspended, 42 governments were 
participating (counting the European 
Union and its 15 member states as one).

The EU, Japan and 22 other countries 
had submitted conditional offers of lib-
eralization measures.

But the talks were thrown into disar-
ray in early June when the U.S. represen-
tatives refused to submit an offer until 
other countries presented offers that sig-
nificantly widened access to their ship-
ping markets.

The International Chamber of Com-
merce and the Council of European and 
Japanese Shipow ners’ A ssociation  
(CENSA) had feared the WTO could 
reach an agreement that excluded the 
U.S.

“The EU wasn’t prepared to do a deal 
without the U.S.,” a WTO source told 
Am erican Shipper.

The EU and Japan had favored resum-
ing the talks before 2000, but other par-
ticipating nations pushed for a longer 
suspension.

The next round of talks will start from 
scratch. The provisional offers during 
the just-ended negotiations are invalid 
without the approval of a multinational 
agreement. Norway and Iceland, how-
ever, said they would implement their 
programs of liberalization voluntarily, 
despite the collapse of the talks.

The WTO said its member govern-
ments “agreed that members wishing to 
modify commitments in this sector” could 
do so through July.

“Thereafter, governments have agreed 
not to apply any measures affecting trade 
in maritime transport services in such a 
manner as to improve their negotiating 
position and leverage, except in response 
to (restrictive) measures applied by other 
countries,” the WTO added.

The agreement not to introduce new 
barriers in shipping until the talks re-
sume is the only positive outcome of the 
talks, but it fell short of their intended 
ambition to liberalize shipping world-
wide.

A CENSA spokesman said that the 
suspension of the talks will allow com-
merce to progress naturally toward an 
open shipping market.

He said restrictions in shipping al-
ready are few and marginal and may 
disappear by the time WTO shipping 
talks resume.

The European Union’s commissioner 
of trade policy, Sir Leon Brittan, called 
the outcome of the talks “a rescue opera-
tion rather than a step forward. We would 
have liked something more comprehen-
sive and fought hard to achieve it.”

“We are disappointed not to have 
achieved more, but even securing the 
outcome we adopted was not easy,” he 
added.

“We do have a commitment to return 
to negotiations no later than 2000 and 
not, meanwhile, to take trade restrictive 
measures except in self-defense.”

The WTO negotiators also agreed to 
allow governments to continue applying 
policies which do not respect the most- 
favored-nation principle in shipping un-
der which all governments must treat all 
their trading partners the same.

In shipping, governments can still have 
preferential bilateral agreements and ex-
ercise the right of unilateral retaliation 
against a single country.

During negotiations, the U.S. had 
sought to widen the scope of the discus-
sions on maritime transport services to 
include port and intermodal services.

It is possible that the next round of 
negotiations could look at these ship-
ping-related areas for future liberaliza-
tion measures, according to shipping 
sources. ■
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Details of EC accusations 
against TACA
Confidential EC statement cites rate hikes, lack oflAs, dealings 
with NVOs as evidence o f TACA abuses o f market power.

By Ph ilip  D am as

In its latest statement of objections against 
the Trans-Atlantic Conference Agreement, 
the European Commission says TACA’s 
market dominance is demonstrated by the 
way independent carriers follow the 
conference’s pricing lead.

The EC statement includes the most seri-
ous accusations yet against TACA, the 17- 
carrier agreement formed in an effort to 
shore up transatlantic shipping rates.

Details of the EC statement, which pro-
poses to end the conference’s authority to 
jointly fix ocean rates (July American Ship-
per, page 14),havenot been issued publicly 
but were obtained by American Shipper.

Besides accusing TACA members of 
abusing their market position, the EC said 
the conference still maintains a dual-rate 
system for dealing with non-vessel-operat-
ing common carriers.

TACA also was accused of restricting 
the use of service contracts and indepen-
dent actions, under which individual con-
ference members depart from conference 
pricing.

Follow The Leader. The text of the EC 
statement of objections points out that 
TACA’s 1996 business plan called for in-
creases in tariff and service contract rates, 
before discounts, of $110 per 20-foot con-
tainer and $140 per 40-foot container.

The EC statement noted that last Octo-
ber, after TACA announced its business 
plan, the Continental Canadian Westbound 
Freight Conference and the Canadian North 
Atlantic Westbound Rate Conference an-
nounced increases in their general-cargo 
tariffs of $110 per 20-footer and $160 per 
40-footer, effective Jan. 1.

On Dec. 1 Evergreen, the leading non-
conference carrier in the trade, announced 
eastbound transatlantic rate increases of 
$110 per 20-foot container and $140 per 
40-foot container.

But members of the Mediterranean Ca-
nadian East Coast Conference — whose

members, in the EC’s view, don’t compete 
with TACA services — announced lower 
increases of $75 per 20-footer and $ 125 per 
40-footer.

Market Domination. “For the last three 
years the TACA parties have had over 70 
percent of the available capacity on the 
direct North Europe/U.S. trades,” the EC 
statement said.

The biggest competitor, Evergreen, has 
had 11 percent in each year, according to 
the EC.

“This pattern of concentration allows the 
TACA to exercise a disproportionate de-
gree of influence over the pricing policies 
of its competitors who are likely to follow 
price rises,” the EC statement said.

“The price leadership of the TACA is 
also likely to be reinforced by the fact that 
it is one of the most restrictive agreements 
between liner companies in the world and 
has acquired a reputation as the price leader 
in the market.

“This situation is also reinforced by the 
fact that the tariff schedules and rate struc-
tures in this market are complicated and 
have been developed over a long period of 
time. The independent lines set their rates 
by reference to the TACA’s tariff and are 
accordingly price takers.

“TACA has taken steps to neutralize 
potential competition. The steps in ques-
tion include the accession of new parties, 
the agreement of the T AC A parties to allow

“This pattern 
of concentration allows 

TACA to exercise 
a disproportionate degree 

of influence over 
the pricing policies 
of its competitors

dual rate service contracts and the fact that 
the former unstructured TAA members did 
not compete for certain service contracts 
with NVOCCs.”

“A chronology of TACA party member-
ship shows that every significant potential 
competitor that has entered the transatlantic 
trade since the inception of the TAA has 
done so by joining the TAA/TACA ... It is 
especially important that not one of the four 
Asian carriers which have entered the trade 
since 1992 (NYK, Neptune Orient Lines, 
Hanjin and Hyundai) has done so as an 
independent carrier operating in competi-
tion to the TACA parties.

“The Commission ... considers that the 
members of the TACA have abused their 
collective dominant position ... and have 
thereby infringed Article 86 of the (EC) 
Treaty on various occasions. From an eco-
nomic point of view, because the majority 
of European exporters to the U.S. are or 
may be affected by these abuses, the Com-
mission considers that these infringements 
are of a serious nature.”

Rate Increases. The EC said TACA’s 
predecessor, the Trans-Atlantic Agreement, 
raised rates by 10 to 65 percent after it was 
established at the start of 1993.

TACA raised rates by about an addi-
tional 15 percent in 1994, and “according to 
the European Shippers’ Councils, the in-
creases imposed in 1995 therefore give an 
overall increase over a period of three years 
in excess of 80 percent,” the EC said.

TACA quoted the European Shippers’ 
Council as reporting increases in transat-
lantic service-contract rates in 1995 by an 
overall rate of 10 to 15 percent.

The shippers’ council furnished the ESC 
with these examples:

•  From Germany:
Automobile spare parts, 16.9 percent.
Automobile electrical equip., 14.0 per-

cent.
Computers, parts, 11.4 percent.
Electrical, medical equip., 11.3 percent.
Machinery parts, 11.3 percent.

•  From the Netherlands:
Flower bulbs, 5.4 percent.
Dairy products, 13.9 percent.

•  From Denmark:
Beer, 12.8 percent.
Meat, 5.3 percent.
Dairy products, 10.1 percent.
Cookies, 10.6 percent.
Furniture, 14.1 percent.

•  From France:
Iron and steel, 22.0 percent.
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Agriculture (average), 15.0 percent.
Chemical (high value), 6.0 percent.
Paper, 23.0 percent.

•  From the U.K.:
Chemical products, 10.0 percent.
Beverages, 7.9 percent.

•  From Belgium:
Steel wires, 18.2 percent.
Chemicals, 14.0 percent.

T w o -tie r S tru c tu re . Contrary to 
TACA’s assertions, the EC said that the 
agreement still has a two-tier membership 
structure under which former non-confer-
ence lines price their services at a lower 
level than former conference lines.

When TACA was formed in 1994, it said 
that the agreement would no longer have 
the two-tier membership of its predecessor, 
the TAA.

The EC said that TACA’s hidden two- 
tiered structure — which it had specifically 
prohibited during the proceedings against 
TAA — has allowed TACA to increase its 
membership by attracting non-conference 
lines.

The EC said: “It is apparent from a re-
view of TACA’s 1995 service contracts 
that a very large (number) of service con-
tracts with NVOCCs has been entered into 
only by those TACA parties which were 
formerly unstructured members of the T A A. 
These lines were in fact the former indepen-
dent, non-conference lines operating on the 
transatlantic.”

“It is also apparent from a review of 
TACA’s 1995 service contracts that a sig-
nificant number contain a dual rate structure 
whereby the former ‘unstructured’ members 
of the TAA charge lower rates within the 
same service contract than the former ‘struc-
tured’ members of the TAA. The reduction 
varies between $50 and $100 per FEU.

NVOCC. The EC said that TACA was 
violating European competition laws by 
setting a maximum level for commissions 
paid that TACA lines to freight forwarders.

The EC reached the following conclu-
sions:

“The fixing of maximum levels of freight 
forwarder compensation is likely to elimi-
nate competition between the TACA parties 
to win the customers of such intermediaries 
by offering higher commissions ....

“The effect of the reservation of the 
NVOCC service contracts to the former 
non-structured TAA members and the sys-
tematic inclusion of dual rate prices in ser-
vice contracts for the benefit of the former 
non-structured TAA members is to lead to 
an extension of the membership of the

TACA to a much wider number of shipping 
lines than would otherwise be the case.”

Service Contracts, lAs. The EC cited 
a reduction in independent actions by T AC A 
members.

“In the first six months of 1995, the 
parties to the Vessel Sharing Agreement 
and related agreements took a mere 41 
independent actions between them,” the 
EC statement said.

“The Federal Maritime Commission has 
publicly stated that no significant indepen-
dent rate action took place in 1994. Thus the 
effect of these agreements has been to con-
tribute to the elimination of intra-TACA

B y Ph ilip  D am as

Trans-Atlantic Conference Agreement 
said they will present a market analysis as 
part of their reply to the European 
Commission’s allegations that TACA 
abused its position.

Seniorowners’ representatives ofTACA 
lines met in New York on June 26 and 
agreed to the new strategy in their long- 
running battle against the EC.

“The lines discussed the statement and 
agreed very clearly how to react,” John 
Pheasant, legal counsel to TACA, told 
American Shipper.

The market analysis will describe the 
level of competition in the North Atlantic 
trade and focus on material evidence for 
1995 and 1996.

“I am hopeful that when the facts are on 
the table, we will make some progress,” 
Pheasant added, claiming that the EC state-
ment was based on shippers’ outdated com-
ments from 1994.

“We will be replying to the statement in 
writing,” he said.

Pheasant and Olav Rakkenes, chairman 
of TACA and of Atlantic Container Line, 
met with EC officials in Brussels on July 3.

They told the EC that TACA lines were 
taking the issues raised in the statement of 
objections very seriously and would need 
time to compile a market analysis.

Under the initial deadline, TACA was to 
respond to the EC statement by the third 
week of July. However, the commission 
was expected to grant TACA an extension 
of several weeks.

Pheasant said the EC statement contained 
“a rather simplistic and inaccurate posi-

competition particularly by leading to the 
curtailment of IA.

The EC said that on Nov. 17, TACA 
members said that as of Nov. 10, “no unilat-
eral action has been taken (by individual 
TACA lines) with respect to TACA service 
contracts in 1995.

“The absence of IA on service contracts 
and the TACA rules on the terms of service 
contracts, including the rules requiring dis-
closure to the other TACA parties, mean 
that less price competition is brought about 
between the parties than would be the case 
if the lines offered genuine time/volume 
rates rather than time/volume rates dis-
guised as service contracts.”

tion.”
He said the EC’s proposal to remove 

TACA’s right to collectively set rates is 
serious and brings into question the long- 
established antitrust immunity of liner con-
ferences.

Pheasant said that TACA lines “would 
focus on their defense” of antitrust immu-
nity.

During the New York meeting, TACA 
representatives did not discuss potential 
amendments to the TACA agreement, 
Pheasant said.

“That’s not appropriate at this stage,” he 
said.

The TACA lawyer confirmed that the 
group had sought to reach a compromise 
with the EC on how to amend certain as-
pects of the agreement, but this discussion 
has been suspended.

The adamant, common position ofTACA 
lines contradicts what certain shippers’ 
councils in Europe perceive as unavoidable 
cracks and differences of opinions in 
TACA’s ranks.

“What is required now is an analysis of 
the effect of (the EC’s) proposals against 
the background of the marketplace,” Pheas-
ant said.

He did not tell American Shipper how 
TACA would rebut the EC’s claim that 
joint service contracts are illegal, a sensi-
tive point which will have to be tackled.

He said that the proposed market analy-
sis for TACA’s reply is a large undertaking. 
Pheasant said that complaints lodged with 
the EC by European shippers’ councils put 
“an enormous burden on TACA” to prove 
that it wasn’t guilty of alleged anticom-
petitive practices. ■

TACA prepares response to EC
Carriers compile market data to rebut 
EC allegations o f market abuse.
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B A L T I M O R E

W h e n  y o u r  g o o d s  a r e  s i t t i n g  on t h e  d o c k s ,  t h e y ’ re no t

B O S T O N

d o i n g  y o u  or  a n y o n e  e l s e  a n y  g o o d .  F o r t u n a t e l y ,

C H A R L E S T O N

P O L  - A T L A N T I C  o f f e r s  up t o 16 s a i l i n g s  e a c h  w e e k ,

H A L I F A X

f r o m  p o r t s  al l  a l o n g  t h e  E a s t  a n d  G u l f  C o a s t s  of  N o r t h  A m e r i c a  to

H 0 0 S T 0 N

A n t w e r p ,  B r e m e r h a v e n ,  F e l i x s t o w e ,  G d y n i a ,  G o t h e n b u r g ,  H a m b u r g ,

M I A M I

L e H a v r e ,  L i v e r p o o l  a n d  R o t t e r d a m .  So  we  c a n  g e t  y o u r  g o o d s

N E W  O R L E A N S

r i g h t  w h e r e  y o u  w a n t  t h e m  -  in y o u r  c u s t o m e r s ’ h a n d s  -  r i g h t  w h e n

N E W  Y O R K

y o u  w a n t  t h e m  t h e r e .  A S A P .  We  p r o v i d e  s e r v i c e  t o a n d  f r o m

P O R T S M O U T H

m o r e  p o r t s ,  m o r e  o f t e n .  So  c a l l  P O L  - A T L A N T I C  t o d a y .

S A V A N N A H

I t ’ ll do  y o u  a w o r l d  of  g o o d .

W I L M I N G T O N

PO L - ATLANTIC
General Agent: Gdynia America Line, Inc.
1001 Durham Avenue
South Plainfield, NJ 07080-2303
(908) 412-6000
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EC probes alliances of airlines
European Commission to investigate six transatlantic 
alliances o f U.S. and European airlines.

By Philip  D am as

The European Commission said it will 
investigate six transatlantic alliances in-
volving a total of four U.S. airlines and 
eight European airlines.

It is the EC’s first attempt to act on airline 
alliances beyond intra-European routes.

The commission said it would investi-
gate the agreements between:

•  American Airlines and British Air-
ways.

•  United Airlines and Lufthansa.
•  United and SAS.
•  Delta and Swissair, Sabena and Aus-

trian.
•  Northwest and KLM.
•  USAir and British Air.
The EC said transatlantic code-sharing 

agreements, under which carriers book cargo 
for each other, appear to cover “very close 
commercial cooperation” on capacities, 
commercial policy, tariffs, schedule coor-
dination and sharing of revenues.

“On the basis of the information avail-
able, it appears that these agreements will 
substantially restrict competition on the 
routes between the U.S. and Europe, as well 
as on some intra-Community (intra-EU) 
routes,” the EC said.

“The agreements under consideration will 
have as object and effect the elimination of 
competition between the companies con-
cerned, whose market shares are signifi-
cant,” the EC added.

The commission said anticompetitive ef-
fects of the alliances will be strengthened 
by the fact that U.S. carriers have “fifth 
freedom” rights to fly between European 
Union member states.

“Conversely, the European airlines do 
not have traffic rights inside the U.S. which 
would enable them to compete with the 
American companies,” the EC said.

Chris Welsh, spokesman in Brussels for 
the European Air Shippers’ Councils, wel-
comed the EC investigation. “Clearly, any 
diminution of existing service or diminu-
tion of competition would be of concern,” 
he said.

Welsh added that the EASC isn’t op-
posed to cooperative agreements as such.

The shippers ’ group favors liberalization 
of inter-continental airline markets, to 
complement measures already introduced

in the U.S. and in Europe toward deregula-
tion of their domestic markets.

The EC proposed to to send a “statement 
of objections,” followed by oral hearings 
involving the carriers.

These proceedings will be similar to those 
adopted in competition cases against car-
rier agreements in the ocean shipping in-
dustry.

Such investigations in the airline indus-
try are normally handled at national level 
by European Union governments. The EC 
said that it cooperate with EU member

B y T ony B eargie

Aviation relations between the United 
States and Japan took a nose dive with the 
recent collapse of bilateral aviation 
negotations.

The talks foundered over disputes in-
volving “beyond” rights — the ability of 
each country’s carriers to serve points be-
yond their first stop.

The Japanese disagree with the U.S. view 
that the nations’ 1952bilateral accord guar-
antees U.S. air carriers unlimited flights to 
fly beyond Japan.

These rights “are no longer recognized 
as vested rights,” the Japanese government 
said.

The breakoff of the talks raised the pros-
pect of U.S. trade sanctions, and jeopar-
dized several announced expansions of 
service between the countries.

United Airlines and Northwest Airlines 
delayed plans to extend service from Osaka 
to Jakarta, Indonesia. Federal Express also 
delayed the start of its cargo flights to Asian 
points beyond Japan.

The breakdown also forced United to cut 
back service between Los Angeles and 
Tokyo from 14 weekly flights to seven. 
Likewise, Japan Airlines will not be al-
lowed to increase services from three to 
seven flights weekly in the Hiroshima-Ho- 
nolulu market.

United criticized the Japanese actions, 
saying that “unfortunately, Japan seems

states’ competition authorities.
The EC also appears to want to bundle 

under its authority all responsibities for air 
transport policy and for competition policy.

In Europe, member states have tradition-
ally had the power to individually negotiate 
open-skies agreements with non-EU gov-
ernments. Individual European govern-
ments were also responsible for approving 
airline alliances involving non-EU airlines.

In late June, though, EU member states 
delegated to the EC the power to negotiate 
jointly with the U.S. a new open-skies policy, 
with the exception of aspects related to 
traffic rights (still handled by European 
governments).

The EC’s negotiations with the U.S. 
Transportation Department are expected to 
begin in October. Depending outcome of its 
investigation, the EC could order changes 
to existing transatlantic alliances, some of 
which were formed several years ago. ■

more interested in gaining control over these 
markets than in responding to the needs of 
consumers and communities.”

The U.S. and Japan blamed each other 
for the collapse in negotiations.

U.S. Transportation Secretary Federico 
Pena left the door open for future talks, but 
cautioned that Japan would have to show 
that “it will respect its obligations” under 
the 1952 bilateral agreement.

“This would give us confidence that any 
new rights we might negotiate would also 
be respected. In view of Japan’s apparent 
unwillingness to approve services autho-
rized by the agreement, we must now con-
sider our options as to how we should 
respond,” Pena said.

Japan said it proposed expanded oppor-
tunities for carriers of both nations “on the 
basis of equal opportunity, but the U.S. 
“refused to discuss” the issue.

Japan Airlines wants to be able to fly to 
Detroit and Dallas, and All Nippon Air-
ways is seeking approval to fly to the U.S. 
mainland and Hawaii from Kansai Interna-
tional Airport in Japan.

The Japanese accused U.S. carriers of 
“continuously abusing” their rights to fly to 
points beyond Japan, in violation of the 
1952 air transport agreement.

The U.S. aims for an open-skies accord 
“without any safeguards,” the Japanese said. 
The U.S. also wants to retain its domestic 
markets for U.S. airlines “exclusively,” the 
Japanese said. ■

U.S.- Japan air talks collapse
Breakoff in bilateral talks raises prospect o f U.S. sanctions.
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ramatic growth, 
reliable sailings, 

and a solid commit-
ment to superior quality 

launch Mediterranean 
Shipping Company 

(MSC) into a new dimen-
sion of service.

Internationally recog 
nized as an innovative 
industry leader, MSC cur-

rently moves over 700,000 
containers annually aboard 70 

vessels serving ports world-wide. 
MSC calls nine major ports on the 

U.S. East, Gulf and South Atlantic 
coasts offering five weekly services to 

North Europe, the West Coast of South 
America, South Africa and Australia. 

Express relay systems provide connections 
with MSC vessels to the Mediterranean, 

East Africa and the Indian Ocean. We will 
soon serve the East Coast of South America 

and the Far East.
MSC surges forward with unparalleled 

personalized service. Highly focused man-
agement, priority quality controls, superior 

on-time sailing, a state-of-the-art computer sys-
tem network and customer oriented staff are all 

positioned to meet global cargo transportation 
needs well into the 21st century.

MSC’s twelve fully-owned offices across the 
U.S. with its headquarters located in the heart of 

New York City, successfully blend old shipping tradi-
tion with new world vision, and thrust MSC into -  

a whole new dimension.

MEDITERRANEAN 
SHIPPING COMPANY

G E N E R A L A G E N T S  
(212) 764-4800, NEW YORK
WE BRING THE WORLD CLOSER

ATLANTA
770- 953-0037

BALTIMORE
410- 631-7567 

NEW ORLEANS
504-837-9396

BOSTON
617-241-3700

CHARLESTON
803- 722-6448

CHARLOTTE CHICAGO CLEVELAND HOUSTON LONG BEACH MIAMI
704 -357-8000  312 -853-0224 216- 871-6335 713- 681-3880 310- 590-3800 305- 477-9277

NORFOLK
804- 625-0132

SAN FRANCISCO
415-882-3400

WILMINGTON, N.C.
910-392-8200

MONTREAL, CAN.
514- 844-3711

TORONTO, CAN.
416-362-1121
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Made in Macau — or China
Customs says Chinese-made goods are secretly routed 
through Macau, Hong Kong. Importers claim 
agency’s current effort is election-year politics.

B y R ichard K nee and R obert M ottley

U.S. Customs is stepping up efforts to 
halt the inflow of Chinese-made clothing 
that is transshipped through Macau or Hong 
Kong for coyntry-of-origin relabeling.

The agency is increasing pressure on 
importers to be able to prove certain mer-
chandise came from Macau or Hong Kong 
if it is so labeled.

On June 3, a few days after a Customs 
verification team visited a number of Macau 
factories, the agency announced toughened 
entry procedures for apparel shipments from 
that country, which is perceived as a smug-
glers’ haven.

A week later, Customs announced the 
new requirements applied to Hong Kong- 
origined apparel as well.

Affected are nightwear (category 351), 
underwear (352-652), dresses (336-636), 
skirts (342-442-642), and men’s and boys’ 
suits (443-643).

Both the suddenness and the nature of the 
June 10 action have textile and apparel 
importers breathing fire at Customs. And 
the episode has further chilled relations 
between Customs and two importer asso-
ciations.

One of them, the U.S. Association of 
Importers of Textiles and Apparel (USA- 
ITA), says it wants Congress to investigate 
what the group terms harassment by Cus-
toms at the behest of the White House and 
domestic manufacturers.

Many of those manufacturers are based 
in the South, which the White House is 
courting for the November election.

The other group, the American Associa-
tion of Exporters and Importers, has dis-
tanced itself from any frontal assault on 
Customs.

Some importers say privately they doubt 
USA-ITA will be able to get Congress to 
investigate Customs’ action. They cite the 
importers’ overriding need to negotiate with 
the same Customs officials whom some of 
them would like to tar and feather.

In fact, it is a handful of Southern con-
gressmen — and domestic producers —  
whose complaints have prompted Customs 
to clamp down, according to Robert Dorsett,

an import specialist at the agency’s head-
quarters in Washington.

Dorsett said such transshipping has oc-
curred for years, and it skirts visa and quota 
regulations and results in duty 
misassessments.

But no one is saying by how much the 
federal coffers are being shorted by such 
misassessments. Dorsett said Customs could 
not use those numbers for enforcement pur-
poses if they were disclosed.

The Census Bureau has the dollar values 
of textile and apparel imports from China, 
Macau and Hong Kong through last April 
(see box), but an official with the bureau’s 
Foreign Trade Division said the agency has 
no way of divining ho w much of the Macau- 
and Hong Kong-labeled merchandise actu-
ally came from those countries.

Domestic apparel manufacturers say 
transshipments account for 25 percent or 
more of imported goods. Importers of Asian 
apparel say transshipments comprise only 3 
or 4 percent of product brought in.

New Entry Requirements. The new
requirements include original signatures by 
factory managers and subcontractors on 
textile declarations; certifications by im-
porters that such declarations were accu-
rate, and a single entry bond for all entries.

“It is likely that individual 
importers have been 

unaware o f any supplier 
malpractices. ”

George Menendez
president,
Sack & Menendez

Under a conditional release procedure 
effective through Sept. 1, Customs may 
collect a penalty equal to the value of the 
goods for failure to redeliver goods upon 
demand.

There was no warning of the June 10 
expansion of the new rules to shipments 
from Hong Kong. Customs did not even 
post notice of the impending change on its

Value of textile, apparel imports
Official statistics on value of textile and clothing imports to the U.S. from China, Hong Kong 
and Macau. What the figures do not show is how much merchandise purportedly from Hong 
Kong and Macau actually originated in China.

Textile yam, fabrics and made-up articles
(Standard International Trade Classification Code 65)

1995
1996 (Through April)

China
$1,150,608,000

$300,092,000

Hong Kong
$200,978,000

$59,478,000

Macau
$6,139,000

$237,000

Articles of apparel and clothing
(Standard International Trade Classification Code 84)

1995
1996 (Through April)

China
$5,854,219,000
$1,394,563,000

Hong Kong
$4,343,924,000
$1,009,640,000

Macau
$757,565,000
$219,782,000

Source: U.S. Census Bureau, Foreign Trade Division
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If  Yo u  O n l y  Th in k  O f  H o e g h  As  A  Br e a k b u l k  
C a r r ie r , W e ’d  Lik e  To  Lif t  Yo u r  E x pe c t a t io n s .

Excellence in breakbulk shipping is not the only kind we offer. 

With our fleet of multi-purpose vessels, we offer one-stop shopping for 

container, heavy-lift and project cargo to the Middle East, India and 

Southeast Asia.

We offer personal service at independent rates, with no multi-

conference roadblocks to service contracts. And we offer quality 

assurance which includes ISO 9000. That means our entire operation 

is covered by stringent evaluation criteria. Plus, most of our containers 

are less than three years old.

Call Hoegh today We deliver excellence in all shapes and sizes.

HOEGH LINES
Hoegh Lines Agencies, Inc. (201) 433-4600
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WE'LL
KEEP
YOUR

CARGO
COMING

AND
GOING

I f  y o u r  c a r g o  is c o m in g  f r o m  o r  g o in g  to 
p o in ts a r o u n d  t h e  g lo b e ,  IT O , t h e  b est  
s t e v e d o r i n g  a n d  t e r m i n a l  o p e r a t i o n  o n t h e  
U .S .  E as t  & G u l f  C o asts w i l l  b e  t h e r e  t o  
h a n d l e  i t . W e 'v e  g o t  sk i l l e d  m a n p o w e r , 
s t a t e - o f - t h e - a r t  e q u i p m e n t  & e x p e r i e n c e d  
m a n a g e m e n t  a t  y o u r  se r v i c e  t o  h a n d l e  
t h e  m ost  c o m p le x  t r a n sp o r t  p r o b l e m s .  
C o n t a i n e rs ,  a u t o m o b i l e s ,  b r e a k b u l k  o r  
n e o b u l k ,  IT O  k e e p s y o u r  c a r g o  c o m in g  a n d  
g o in g  f r o m  sh i p  t o sh o r e  o r  l a n d  t o se a .

INTERNATIONAL TERMINAL OPERATING CO. INC. 
One Evertrust Plaza 

Jersey City, New Jersey 0 7 3 0 2  
( 2 0 1 ) 9 1 5 - 3 1 0 0

Quality Stevedoring & Terminal Operations 
on the US East & G ulf Coasts.

own bulletin boards on Friday afternoon, 
June 7, in a departure from its usual prac-
tice.

“It just hit us out of the blue,” Laura E. 
Jones, USA-ITA’s executive director, told 
American Shipper.

A Customs spokesman said that “a 
thorough review of data available to 
Customs has revealed import patterns 
from Hong Kong similar to those found 
in Macau.”

The Macau rules were imposed on Hong 
Kong goods “as the next step in the fight 
against unlawful transshipment.

Another Customs source used the anal-
ogy of a speed trap: “Cops don’t warn you 
that they’re monitoring a stretch of high-
way.”

“Did something new happen?” Jones 
asked. “No one is telling us anything. Hong 
Kong has regularly informed Customs 
whenever a transshipment is discovered. 
Why the sudden change in strategy?”

Importers howled loudest over a single-
entry bond requirement.

“A large-volume importer may pay pre-
miums of as much as $5,000 for a continu-
ous bond with a face amount in the millions 
of dollars,” Jones said. “The cost of a single 
transaction bond is much higher. For an 
entry with a value of $100,000, the single 
entry bond could be anywhere from $85 to 
$550.”

George Menendez, president of Sack & 
Menendez in Tampa and a leading spokes-
man for the nation’s customs brokers, said 
that Customs advised “that importers of 
textiles and apparel from Hong Kong and 
Macau must closely examine vendor-pro-
vided documents and must be able to verify 
the authenticity and accuracy of those pa-
pers.”

“It is likely that individual importers 
have been unaware of any supplier mal-
practices,” said Menendez, who chairs the 
customs committee of the National Cus-
toms Brokers & Forwarders Association of 
America.

“The treatment of single bonds by Cus-
toms reportedly varies between the East 
and West coasts,” he said. “The charge per 
bond may range between value of merchan-
dise plus estimated duty and (up to) triple 
the value of the merchandise.”

Reportedly, Customs port directors on 
the West Coast set the amount at value- 
times-three, while those on the East Coast 
are setting it at value-plus-estimated duty, 
further confusing importers.

Customs Softens Stance. Customs 
lost no time in reassessing the single-entry 
requirement.

On June 19, the agency declared it would

“Customs harassed 
importers, pure and simple, 
without any basis in fact. ”

Laura E. Jones
executive director, 
USA-ITA

“adopt measures to ensure that legitimate 
trade by Hong Kong manufacturers is not 
impeded by steps taken earlier this month 
against certain textile goods transshipped 
through Hong Kong.. .”

The corrective measures included “waiv-
ing the single entry bond on textile ship-
ments cleared by joint verifications teams” 
in Hong Kong.

Customs promised also to try to verify 
within 72 hours shipments detained in the 
United States and to review Hong Kong’s 
factory verification system for possible in-
clusion in an overall system designed to 
stop transshipments.

Groups’ Differences. The episode 
points up the differences in perspective and 
strategy between USA-ITA and the AAEI.

Jones and AAEI president Eugene J. 
Milosh have been at odds since she broke 
away from his group eight years ago.

Milosh said he believes corrective ef-
forts can continue in a climate not rocked by 
accusations of wrongdoing.

But Jones, who also has had a hand in 
softening the new Hong Kong-Macau rules, 
isn’t going to drop the whip.

“Customs harassed importers, pure and 
simple, without any basis in fact,” she said. 
“I still believe Congress should look into 
why Customs takes such politically moti-
vated actions without giving importers ad-
vance notice.

“The assumption that all importers of 
Hong Kong and Macau apparel are bad 
actors and should be penalized is wrong, 
and it should not be tolerated in this coun-
try.”

Not for the first time, importers accuse 
domestic apparel manufacturers of urging 
the White House, in an election year, to 
make life tougher on importers.

“This is just one more instance of protec-
tionism to appease the domestic industry,” 
Jones said.

The General Accounting Office, which 
is the investigative arm of Congress, is 
already probing the Committee for the 
Implementation ofTextile Agreements over 
allegations of overstepping its quota-set-
ting duties to unduly favor domestic manu-
facturers. ■
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LOGISTICS MANAGEMENT

Y o u n  
China 

Ha

“No one in China cares about a 
foreign shipper; except the shipper. 

You must look out for your own goods.”

Walking the streets 
of Shanghai pays

B y R ob ert M ottley

China has become the itch that won’t go 
away for U.S. manufacturers. It offers the 
largest consumer market in the world and, 
contrarily, the hardest to crack.

The logistics of doing business in China 
can frustrate even multinational companies 
that introduce new products with relative 
success around the globe, yet see their ‘best 
practices ’ wrecked when attempted in China.

Here’s a recent example. A U.S. com-
pany used its regular freight forwarder to 
ship several containers of microwave ovens 
to Shanghai. The Western forwarder worked 
by fax and e-mail through a reputable Chi-
nese counterpart. No problems occurred until 
the container arrived at Whampoa, the port 
of Shanghai. Then everything went wrong.

Customs Quandary. The containers sat 
by the water for weeks during a prolonged 
wrangle with Chinese customs. The West-
ern forwarder finally learned that there had 
been two problems. The duty was six times 
the amount expected, for reasons the Chi-
nese forwarder couldn’t explain. And the 
microwave ovens were not the models or-
dered originally by retailers.

The Western forwarder then went back to 
the shipper. After a hasty shuffle through 
order forms, the shipper admitted that the 
retailers in China had asked for model X, 
since superseded by model Y.

“We sent them model Y, our latest prod-
uct, in good faith at no extra cost,” said the 
shipper, holding a bill of lading that clearly 
stipulated model Y.

The Western forwarder, after another three 
weeks of faxes to Shanghai, then had to 
explain to the shipper that Chinese customs 
would not allow a substitution.

There was no dispute — after repeated 
phone calls, often mysteriously cut off after 
the first “wey?” on the Chinese end of the 
line — that the containers held model Y and 
that the bills of lading properly defined it. 
But the original order specified model X, so 
the containers would have to be returned.

The shipper asked the retailers to fax an
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order for model Y. The retailers balked, thinking they would have 
to pay more for the newer model, and no pleading from the U. S. end 
could change their minds.

Goods Returned. As a result, the containers had to be shipped 
home. The shipper then discovered, due to reduced inventory, that 
there were not enough model X units left to fill the Chinese 
retailers’ original order.

Although shippers may find Chinese logistics inscrutable, they 
are not impenetrable. The nightmare described above could have 
been avoided if the U.S. shipper or the Western forwarder had used 
a logistics expediter in Shanghai.

Such firms increasingly function as middlemen to ease the 
strains of getting goods through Chinese customs and into the 
hands of retailers. They 
are logistics providers in 
the most basic sense of the 
term, and can fill an awk-
ward gap created mostly 
by Western ignorance of 
Chinese ways.

A skilled expediter 
could have reversed the 
outcome of the scenario 
above in several ways.
Knowing in advance that 
the U.S. company would 
offer model Y instead of 
X, the expediter could 
have assured retailers that 
they would get model Y at 
no extra cost. The incom-
ing shipment could have 
been “walked” through 
Chinese customs, and the 
higher duty negotiated 
down by verbal bargain-
ing.

Savvy M iddlem en.
American Shipper inter-
viewed the directors of 
China Link, a logistics 
expediter in business in 
Shanghai since 1994, to 
find out what shippers 
should know about ven-
turing into Chinese mar-
kets.

China Link has served clients as diverse as Coca-Cola, Hershey, 
Smuckers, CIB — a Canadian construction company, and Henkel- 
KGaA, a multinational chemical manufacturer based in Dusseldorf, 
Germany.

CIB used China Link for a one-time market survey. The other 
clients named, confirmed independently because China Link would 
not release their identities, have had regular business with the 
company. Each has successfully established products on the main-
land, often after considerable competitive joustling that has not 
gone unnoticed. The Chinese seem to prefer Coca-Cola over 
sweeter-tasting Pepsi; Hershey spars with Mars in on-going candy 
wars.

Why would a company with an established presence need a 
logistics expediter?

Gregory L. Gibson, managing director of Shanghai Henkel
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Teroson, who spoke with American Shipper while on U.S. home 
leave in Kentucky, said “there’s a simple answer to that. China 
Link has a targeted, focused expertise that we need, and they are 
now a permanent part of our long-term planning in China.”

“For Shanghai Henkel Teroson, China Link deals with Chinese 
customs,” Gibson said. “Their people interpret the harmonized 
duty rates for imports, so that officials understand exactly what 
should apply to our products, and they walk our shipments through 
the entry process. They also train our staff.”

“They are savvy, streetwise and know their way through Chi-
nese bureaucracy. That’s all the more remarkable since China 
Link’s three principals are Americans in their late twenties.” 

“China Link has worked for us in the past,” a Smuckers spokes-
person said tersely, “and we’ll use them in the future. Because of

the proprietary informa-
tion involved, we have no 
further comment.”

D iv e rs e  B a c k -
grounds. China Link’s 
three founding partners 
— who call themselves 
directors — Ira Bloom, 
28, Jason Foster, 27, and 
Michael T. McCune, 26, 
grew up in families well 
acquainted with busi-
ness.

Bloom’s father retired 
recently as a top-level 
overseas executive for 
the May Company. 
Foster’s dad is a manu-
facturer in New Mexico. 
McCune’s father is an 
admiralty attorney in San 
Francisco who knows 
the Far East. Each has 
provided support and 
advice, if not fully un-
derstanding their sons’ 
obsession with China.

What brought three 
young Americans to-
gether to form a Chinese 
logistics company?

Ira Bloom had lived 
in Hong Kong as a child. 

After graduating from the University of Pennsylvania, he 
studied Chinese for a year, and then went to Hong Kong in 1989 
to work as an intern with the American consulate. After a two- 
year stint in the commodities exchange on Wall Street, Bloom 
moved to Shanghai, handling product distribution for Mundi/ 
Westport Corp., an American leather goods manufacturer.

Jason Foster, having earned a degree in finance from busi-
ness school at Emory University, first went to China as an 
English teacher. “I had one year of Chinese in high school, and 
another in college. I taught business and conversational En-
glish at the China University of Technology in Beijing,” he 
said. “The school was very conservative, and watchful. Every 
young American male teacher they’d hired before me had 
married one of their students. They didn’t encourage that at a 
very model Communist school. I had to be in a guest house 
every night by 10:30.”

“They are savvy, streetwise and know their 
way through Chinese bureaucracy. That’s 

all the more remarkable since China 
Link’s three principals are Americans in 

their late twenties.”

Gregory L. Gibson 
managing director, 
Shanghai Henkel Teroson
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Michael McCune and Ira Bloom edit a market survey.

Country Life. Foster soon moved out of 
the city, commuting by subways and bus. “I 
lived in a peasant village in the environs of 
Beijing. You could smell the nightsoil,” a 
euphemism for human excrement spread 
on the fields. There were no Westerners 
around to interpret for Foster in the mar-
kets, restaurants and post offices.

“If you didn’t speak Chinese, you didn’t 
eat or get along very well,” he said. “I had 
a lot of incentive to become fluent, and as a 
result, I speak a very practical but peasant- 
inflected Chinese.”

He then worked in Taiwan for a year as 
marketing manager for a quality-control 
consulting company, and in 1993 became 
chief project manager in China for Interna-
tional Medical Care, a subdivision of Inter-
national SOS Assistance. That involved 
establishing Western-standard medical clin-
ics in Beijing, Shanghai, and Guangzhou 
(formerly Canton).

Michael McCune studied Chinese at the 
University of Michigan. “I was hooked by 
Chinese culture,” McCune told American 
Shipper. “Ira, Jason and I discovered, be-
fore we met each other, that speaking Chi-

nese doesn’t leave you many options. Where 
else do you go but China?”

McCune went to Taiwan, working in 
marketing for a local manufacturer. “I liked 
it, but it wasn’t really what I was looking 
for,” he said. So he took a plane to Shang-
hai, and within a week had a job in the 
commercial section of the U.S. consulate 
there.

For two years, McCune helped Ameri-
can manufacturers who came to the consu-
late seeking help with their marketing 
development in China. He immersed him-
self in the local culture, learning to speak 
Mandarin with a subtlety that impressed 
natives.

Casual Meetings. McCune met Bloom 
by chance, and the two of them encountered 
Foster at a party. “We found each other 
compatible,” Bloom said by phone from 
Shanghai. “We could be easy and serious 
together,” McCune said while visiting New 
York with Foster to meet clients.

“We talked about the experiences we’d 
had in our various jobs,” Foster said, “and 
we decided to start a company focused on

distribution and logistics.”
What was the lure in China? “A future 

booming economy. The largest market in 
the world,” McCune and Foster answered 
together.

“For one thing, we were in the right 
place,” McCune said. Shanghai is the larg-
est and most prosperous city in China, with 
a population of almost 14 million (Beijing 
has about 11 million). “If you are launching 
a product in China, do it in Shanghai,” he 
said.

Other commentators have found paral-
lels between Shanghai and New York City. 
Chinese in the heartland are not fond of 
Shanghai. Their antipathy is mutual, for the 
city is sophisticated and quick to mock 
peasant ways. Yet products that appeal in 
Shanghai are likely to be popular in the 
hinterlands.

Shanghai also bickers constantly with 
Beijing, carping in the way that New York-
ers scoff at Washington’s “inside the 
Beltway” mentality.

Both New York and Shanghai, Foster 
and McCune agreed, share a palpable en-
ergy “that you can feel on the streets, except 
that those in Shanghai are safer.”

Setting Up. Bloom, Foster and McCune 
quit their jobs and formed China Link as 
equal partners. They registered their com-
pany in Hong Kong, and established them-
selves there with a agent who acts as 
attorney, accountant and confidant. In main-
land China, they have the legal status of a 
representative office of a foreign company. 
China Link pays taxes in China and Hong 
Kong. This structuring is not uncommon.

The three directors ran China Link at first 
out of a house they all shared, with the help 
of two Chinese assistants. At the beginning 
of 1996, China Link leased an office on Yan 
An West Road and two residential apart-
ments, a three-bedroom flat for Bloom, 
Foster, and McCune, and a smaller apart-
ment for Western employees working for 
the company.

China Link now has nine full-time em-
ployees. Eight are Chinese, one is Ameri-
can; and the company is about to hire an 
additional American as the office’s project 
manager.

“There’s no mystery to how we operate. 
We’re out there looking all of the time,” 
McCune said, “and we see opportunities for 
products.”

China Link prepares marketing surveys 
for specific locales, listing available retail 
outlets, the inventory on hand at those out-
lets from possible competition, what’s sell-
ing, and suggestions to expedite distribution.

“How do we get that data?” If it’s for 
consumer goods, we walk into retail outlets
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and look around,” McCune said. “I talk to 
clerks first, because they usually tell us 
more than supervisors. The management 
view is more party-line formal.”

Initial Planning. “When a client gives us 
a project, we first sit down as a research 
team, and review objectives, methodology, 
and deliverables,” Foster said. “Then, we 
create a project schedule, keeping in mind 
that we need a particular result by a certain 
date.”

“On one retail survey, we may have to 
break down a cross sampling of retail out-
lets in each of Shanghai’s 12 districts. 
What’s the competition doing? Say a com-
pany wants to bring in tape cassettes. Now, 
how are we going to know, instantly, who 
else is distributing tape cassettes? We have 
a data base, but we don’t want to start with 
last week’s data, or even Monday’s data if 
it’s Friday in the same week,” he said.

“That’s how fluid the market can be here. 
We’ll take a sample of our client’s product 
out and compare it to products from 15-20 
competitors everywhere in the city. To cre-
ate a market base, we classify retail outlets 
as A,B, C and D,” Foster said. “A and B 
comprise the largest, most prestigious out-
lets with high volume, and there are at least 
300 of them in Shanghai. Our C and D - 
sized outlets consist of smaller convenience 
stores and kiosks, some of them found 
along side alleys well off the fashionable 
shopping streets.”

A market study can take up to a month, 
depending on the scale. “We also provide 
clients with logistics information regarding 
import and export channels, customs clear-
ance and duty rates. We anticipate trouble 
shooting in advance of shipments arriv-
ing,” Foster said.

“We tell clients, ‘we need to become 
experts on your product and on what it or 
similar products are doing in China, rather 
than trying to advise you about everything 
at once,” Bloom said. “Let’s learn as we go, 
see what’s in the market first, and then 
analyze the information one step at a time.”

“If our fee is $30,000 for a three-month 
project, then we’re paid $10,000 a month. 
Sometimes a client will hold back a per-
centage of payment until deliverables are 
in,” Foster said. “That never really be-
comes an issue. We’ll bend to whatever 
their practice happens to be. If we can set 
policy, I like to divide payments equally 
through the life of a project.”

Staff Research. China Link’s Chinese 
employees include a computer manager, 
office manager, research manager and 
project researchers, more male than female 
(three are women). Salaries are incentive-

based. Are possible employees always 
knocking at the door? “We have to beat the 
bushes to find extremely qualified people,” 
Foster said.

“In our business, it’s not as simple as 
going out, obtaining information, and com-
ing back. There are analytical and qualita-
tive skills needed. That’s where it’s hard to 
find people with a qualitative mind. They 
haven’t been trained in qualifying informa-
tion the way Ira, Michael and I have been 
trained.”

“If our researchers are going into, say, 
ten different stores or retail outlets, we’ll 
discuss with them, when they come back, 
‘what did you find, what does it mean to 
you?’ Our challenge is to ask the right 
questions and being able to interpret what 
they say — of course, they are all fluent in 
English, but there are still gray areas. Gradu-
ally they learn, from our questioning of 
their data, what our client really wants to 
know. Eventually, our researchers come to 
think along the lines we do, but it does take 
time.”

“We have to respect differences in ways 
of looking at business. They have to under-
stand that our clients are not Chinese and 
are outside the looking glass, with expecta-
tions that the normal way of doing work 
locally doesn’t always meet their needs.”

Bilingual Meetings. China Link’s di-
rectors conduct these meetings with re-
searchers in a mix of Chinese and English. 
“We tend to use English to reiterate a con-
cept, and then Chinese to ask, colloquially, 
‘did you understand that?”’ Foster said. 
“Any misunderstandings are cleared up in 
Chinese — using everyday language. In 
explaining a heavy hypothetical concept, 
70 percent of what the three of us need to 
say will be said in Chinese, while 50 per-
cent of what they, the researchers, need to 
say, will be in English.”

Very rarely is there a problem with the 
research. “If we’re clear up front, they do 
it,” Foster said.

Bloom and McCune normally work full-
time in Shanghai. At least 70 percent of 
their time is spent implementing projects, 
and 30 percent on management issues. All 
three directors, including Foster when he’s 
back from making client rounds in the U.S., 
do the same research they assign to staff 
members.

China Link occasionally brings in 
“younger guys like ourselves who’ve been 
in China for a year or two, with exposure to 
the system,” McCune said. “We insist they 
speak Chinese. They are usually highly 
educated in the States. They have a mind for 
business. We’ve had one full-time Ameri-
can, but he wants to go back to the States for

law school. We’ll be bringing on two more 
Americans in the next few months.”

Wages Paid. “Our Western employees 
are here for hands-on logistical experience,” 
Foster said. “They know the money we 
make goes back into the company.” China 
Link pays its employees an average of U.S. 
$375 a month, “which is currently in the 
middle range for the work we do,” Foster 
said.

Although China has recently adopted a 
five-day week, China Link’s directors and 
staff, like many professionals, will work on 
Saturdays or Sundays as a matter of course. 
“We’re out during the daylight hours and 
more,” McCune said. “Ira, Jason and I 
always joke about someday being able to 
work nine to five. That’s not going to hap-
pen anytime soon.”

In its first year of business, China Link 
grossed $120,000. In its second year, the 
company has experienced a high growth 
rate, but wouldn’t comment about potential 
year-end revenue.

Did Foster and the other directors under-
stand logistics before beginning China Link? 
“I thought I did,” Foster said. “The nitty- 
gritty details of how to move products I did 
know, at least to some degree. I learned a lot 
more as we started specific projects. Mak-
ing mistakes, which we did, getting over the 
humps. Looking back, I think that was 
invaluable. If someone had given us a lot of 
money to make the start-up easier, we 
wouldn’t have gone out on the streets as 
much, and China Link wouldn’t be the 
company it is today.”

“In our first year, we had the attitude, 
okay, if we flop, we can all go back to doing 
something else,” McCune said. “That’s 
changed. We’re grounded now, building a 
reputation. And we have people on our 
payroll and clients depending on us.”

Maxed Out. “The flashpoint for China 
Link was last April,” Foster said. “We were 
maxed out. We were always ready for more 
business, but growth happened too quickly 
and overwhelmed us to some degree. We 
could not compromise a project by signing 
on five more, because we were all pushed as 
far as we could go by the work we had in 
hand.”

“We always said that the three of us 
combined could take on five to six projects 
at once. Well, we learned, when the work 
poured in, that wasn’t so. So we expanded, 
hired our researchers, and adjusted accord-
ingly.

“In terms of what we can take on, I’m 
definitely the most aggressive of the three 
of us,” Foster said. “Ira and Michael were 
always pushing me to set ourselves up for
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growth. They have much more leverage 
now, because I can see the harm we could 
get into if we aren’t geared up properly.” 

“We have to structure projects so that we 
aren’t overextended. This year, we had to 
tell people we couldn’t take any work for 
June, July and August. Our clients under-
stood, and slated assignments for us in the 
fall,” he said.

“Despite that, we haven’t missed a dead-
line yet,” Bloom said.

All For One. Among themselves, the 
three directors of China Link interact more 
like fraternity brothers than aloof corporate 
types. “We listen to each other, but no one 
is a silent partner,” Foster said. “In argu-
ments and debates, voices are raised.” 

How do they make business decisions? 
“One of us expresses a strong opinion, and 
the other two either instantly agree, or not. 
We talk out an issue, but in the end, there 
isn’t just one person who dominates. Ev-
eryone says you have to have one dominant 
executive. Well, we do, but it’s never the 
same person. One of us takes the lead on an 
issue. That’s how it works with us.”

“You have to have a good reason to be 
adamant, but if each guy fights enough on 
solid ground, the others will back off to hear 
him out.

Each director of China Link is perceived 
by the others as being strongest in one area 
of responsibility. Blooms handles opera-
tions; Foster, finance; and McCune, mar-
keting.

“If a client comes to Ira with a particular 
project, I trust Ira knows the best way to 
break that project down, to organize it, 
Foster said.

“We all don’t have to be in agreement so 
much for firing and hiring. We pretty much 
always are, which amazes us. In the end, we 
always see on a level field.

“If we bring other partners, it wouldn’t 
be quite the same,” Foster said. “They’ll be 
looking out for their own interests. Mike, 
Ira, and I always put China Link first. Per-
sonally, we come second as individuals, for 
all of our individual assertiveness.”

“It helps now that we actually have a 
track record to go on. If Ira is for or against 
something, we can look back after six 
months and say, ‘well, Ira was right’ or ‘Ira 
was wrong.’ After two years, we’re sensing 
where each of us has a good feel for some-
thing or a particular strength where the 
other two don’t,” Foster said.

Just Facts. China Link has found par-
ticularly ready ears in the U.S. because of 
the outsourcing frenzy that has swept many 
corporations. Senior people with Asian ex-
perience, who in former days would have

been called “old China hands,” have been 
let go in downsizing or re-engineering ini-
tiatives, or have been persuaded to take 
early retirement.

A number of them have set up their own 
consultancies, but not many actually live in 
China, and very few of those who do walk 
about every day checking retail stores. 
“Other China consulting companies have 
subcontracted work to China Link,” Foster 
said.

If China Link excels at details, its three 
directors are very much aware there’s a 
good reason the company sticks to specifics 
in its pitches to clients. “We haven’t had the 
decades of experience you seem to need to 
bulls—t with a lordly overview,” said one 
of them. “We wouldn’t get any business if 
our market surveys were generalized in a 
way that almost anyone could have written 
them.”

That said, the three directors talked can-

“It takes longer to get 
delivery routines 

established in China. You 
have to be patient. I f  you 

take the time, then you can 
bring drivers around. ”

Jason Foster
China Link

didly about new China truths that they have 
seen borne out in their work. “We’re not 
pontificating,” McCune said. “This is just 
what we see now. In China, everything can 
change daily, and often does.”

Contracts. U.S. shippers should know 
that in China, written contracts are signed, or 
chopped, for specific throughput services. 
Contracts are proffered in Chinese and En-
glish. A prudent English contract will often 
include a clause stating it has the same legal 
weight as its Chinese counterpart, but the fact 
remains that the English form is basically a 
translation of its Chinese peer.

“A Chinese court will favor the Chinese 
contract,” Foster said.

In distribution contracts, there is gener-
ally no penalty clause for delay in delivery, 
because the Chinese are often late making 
delivery.

Truck drivers, for example, often see 
only a need to deliver goods and receive a 
chit for having done so,” Foster said.

“They lack any concept of why a container

has to arrive at a depot or cargo gathering area at 
a specific time. They don’t understand why 
there’s a demand at point B for timely arrival.”

“It takes longer to get delivery routines 
established in China. You have to be pa-
tient,” he said. “If you take the time, then 
you can bring drivers around.”

“It’s very hard to explain in China what 
an intermodal route means, that in other 
countries, cargo moves precisely on track 
from truck to rail to ship. A through bill of 
lading is a difficult concept,” he said.

“Most cargo in China goes by truck and 
rail, but the logistics of how it goes is 
something left to bureaucracies and the 
military.”

China’s national carrier, the China Ocean 
Shipping Company (COSCO), is officially 
part of the Beijing government’s Ministry 
of Communications. In theory, COSCO 
controls the land routing of all foreign do-
mestic shipments in China.

In practice, rail and truck routing are 
turned over to local entities, usually on the 
basis of who happens to be available and 
willing for a shipment en route to a particu-
lar destination. Rail service is excellent, but 
getting shipments to meet scheduled trains 
is the problem.

Letters Of Credit. In selling to China, 
U.S. shippers should be aware of the nature 
of letters of credit in China. When a Chinese 
corporation or agency purchases goods, the 
B ank of China (BOC) issues a letter of credit. 
The BOC is not amember of the International 
Chamber of Commerce, and is not legally 
bound to conform to chamber practices. Asa 
rule, the Bank of China follows the chamber 
conventions in letter of credit payments, ex-
cept for the nuance of confirmation.

Shippers should know that the Bank of 
China’s letters of credit are only advised. 
The participating bank on the shipper’s end 
acts only as a collecting agent for the ship-
per, forwarding documents to Beijing for 
negotiation. In effect, the shipper extends 
credit for the twenty days usually required 
to collect documents.

Experienced companies arrange to ex-
tend the validity of a letter of credit for an 15 
days beyond the expiration date stated in 
the contract. This extension costs more, but 
less than arranging a second letter of credit 
should extra time be needed.

Getting Approval. In most business 
dealings, the Chinese stand behind their 
contracts and are scrupulous about details 
being honored to the letter. Established 
rules are often clear enough, but their inter-
pretations are very fluid. “Nothing is con-
sistent,” Foster said, “and you’re constantly 
told different things. A different person in
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the same office will tell you something else. 
Yet the rules themselves make sense, Ev-
erything is written down and it’s supposed 
to be enforced that way, but that doesn’t 
strictly happen.”

“But I’ve found that the person with the 
chop, the person with approval, has the final 
practical say in interpretating the rales. As in, 
‘Okay, 10 percent duty,’ chop, that’sit. “Once 
the chop is done, you’re home free, because 
they won’t usually be jerking that from under 
you.” A chop in China is used to stamp a crest 
or name on documents. They are made from 
a variety of stones. A shipper regularly clos-
ing contracts will want his own chop for 
additional "face.”

Federal Oversight. Does the federal 
government in Beijing monitor the activi-
ties of logistics expeditors? “The govern-
ment has not interfered with China Link’s 
work. We’ve had to meet their require-
ments by hiring a local CPA organization,” 
Foster said. “They’ve been straight with us 
as a company,”

“They say, ‘if you want to obtain ap-
proval to remain in business here for three 
years, you have to register with us, pay this 
amount of taxes, and you can’t just tell us 
that’s what you owe, ’ you have to go through 
an organization that the government at least 
oversees to check your records.”

Wouldn’t the government be more con-
cerned about China Link, since its foreign 
principals seem free to range far and wide, 
observing any part of Chinese life?

“We are free to do that,” said Foster. 
“There are no restraints keeping you from 
walking into a retail store and talking to a 
clerk. As for the company, we’re not high- 
profile, we don’t manufacture, we just offer 
logistics services. We bring work to local 
distributors. I don’t know how any one 
would see us as a threat.”

Other sources in the Shanghai importing 
community told American Shipper the gov-
ernment does selectively tap phones and 
read mail. “Just assume,” one informant 
said, “that any business message, sent by 
phone, fax, or by means other than coded e- 
mail, may be read by a third party.”

Shared Purchasing. “There’s no ques-
tion that the Chinese favor Western prod-
ucts,” Foster said. “They like them. What 
they import from us has sharpened their 
own domestically manufactured goods, 
which have to compete.”

“The first marketing consideration, on 
the Chinese side of things, is pricing. The 
price counts for more than the product. 
When they do get past the price to look at 
the product, Chinese will still buy if they 
see value added,” McCune said.

“Think of this way: how often do you, in 
New York City, buy a color television? 
Maybe once every 10 years. Perhaps less 
today, if you’re upgrading into home the-
ater. You have the purchasing power to 
cover the cost of that set over that period of 
time, probably acting alone, meaning that 
it’s not a group purchase.”

“In China, in the cities, you may have ten 
people comprising several families, under 
one roof,” Foster said. “If they need some-
thing for the community, such as a micro-
wave oven, they’ll pool money from all of 
the wage earners, usually in direct propor-
tion to the amount earned.”

“That means if you have the biggest

“You don’t lose face with 
the Chinese by persisting 
with them. And at the end 

of the day, if  you wear 
them down, you win. ”

Jason Foster

paycheck, you’ll pay proportionately more 
for that oven. When you have sharing like 
that to buy a needed product, that’s a lot of 
saving power. When a delegation goes out 
from that multiple household to choose a 
microwave oven, they want more options in 
the market. They’ll pay for a competitive 
American product.”

In a nutshell, “that’s why China is such 
an awesome market,” Foster concluded. 
“Suppose, as time goes by, the families in 
that household can afford to live as separate 
entities under their own roofs, each with 
accelerating purchasing power. The stark 
figures, a market of 1.2 billion people, 
really don’t give an idea of what a substan-
tial market share could mean for a foreign 
manufacturer in ten or 15 years.”

What is generally not understood by lo-
gisticians outside of China is that there’s a 
distinct imbalance in the distribution of 
population. It’s not like the American West, 
where there seems to be endless land avail-
able. In China, over half of the country is 
covered with mountains higher than the 
Rockies. Two-thirds of the land is arid. 
Actually, 90 percent of the people live in 15 
percent of the total area of China.

That’s a workable, finite area in which 
logistics can be improved. For example, 
eight million people live in the immediate 
city of Shanghai, a population density of
45,000 per square kilometer. “The sheer 
numbers of bodies can slow down service

as it’s presently understood,” Bloom said, 
“which is not at all in the Western sense of 
the term.”

Haste Is Costly. What specific advice 
does China Link have for U.S. shippers?

“If you’re sending product to China, don’t 
rash into it. Don’t let your CEO or some 
marketing whiz — maybe an expert in Ven-
ezuela, France, South Africa and thus, by 
extension, China — put pressure on you to 
start product moving there overnight,” Fos-
ter said.

“Take the time to research the whole dis-
tribution system, or you’ 11 learn the hard way. 
A U.S. company making consumer goods in 
southern China planned a major expansion 
north in 1995, before it figured out how to 
transport product.”

“The company realized, too late, that no 
one could deliver what it had manufactured. 
The expansion had to be abandoned, at con-
siderable cost, not to mention loss of ‘face.’”

‘Take China region by region,” McCune 
said. “Each of the provinces is different. It’s 
helpful to remember that no one in China cares 
about a foreign shipper, except the shipper. You 
must look out for your own goods.”

“Above all, U.S. shippers must have their 
paperwork straight, down to the smallest 
details,” Foster said. “The Chinese are ab-
solute sticklers for correctness there. They 
don’t care if it’s gold or peanuts in a con-
tainer. If you screw up the papers, with so 
much as one tiny detail wrong, then you 
can’t bring the cargo in.”

Guerrilla Tactics. China Link’s clients 
understand that. However, even if care is 
taken, trouble can develop out of the blue. 
“If a procedure isn’t clear to an official,” 
Foster said, “or something looks out of 
order, that’ll snowball in China. There’s a 
saying heard around customs sheds: ‘if one 
thing goes wrong, 20 things will then go 
wrong. ’ It’s true. That’s the Chinese equiva-
lent of Murphy’s Law — if something can 
screw up, it will.”

When that happens to one of China Link’s 
logistics plans, the company’s three directors 
go into “our guerrilla consulting mode,” Fos-
ter said. “The three of us will go directly to the 
source of trouble, and start speaking with the 
officials concerned. We talk forcibly with 
them: Ira the iron-logic organizer, Michael 
our super-fluent schmoozer, and me with my 
tough peasant accent.”

“More than once, I’ve actually stood 
inside a container with a customs official, 
saying ‘tell me that it isn’t what it says,’ ” 
Foster said.

“ You don’t lose face with the Chinese by 
persisting with them. And at the end of the 
day, if you wear them down, you win.” ■
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Danzas refines ‘core carriers’ policy
Big forwarder tries to make operations more efficient by 
focusing on handful o f carriers, hubs. Asia is key target.

By Philip  D am as

The giant Swiss forwarder Danzas has 
caught the headlines lately because of its 
poor financial results and the departure of 
its former CEO, Bemd Mensinger.

But these negative reports shouldn’t over-
shadow the company’s new operational 
objectives and the “core carriers” approach 
assigned by the Danzas group to its new 
Intercontinental Division.

Established last March, the new dedi-
cated Intercontinental Division took over 
the air freight and sea freight forwarding 
activities of the group from the previous 
Danzas Europe and Danzas Overseas divi-
sions.

In May, Danzas group chairman Peter 
Gross listed four key objectives of the new 
division:

•  Increase market share in Asia.
•  Strengthen sales effort in Europe.
•  Concentrate on gateways and hubs.
•  Bundle the purchasing of services by 

dealing with “core carriers.”
But why should a very large interna-

tional forwarder restrict its operating policy

by working with few hubs and carriers?
Renato Chiavi, head of Danzas’ Inter-

continental Division and a member of the 
group’s corporate management, to\(l Ameri-
can Shipper that a policy of “core carriers” 
selection is suitable in the ocean shipping 
sector.

The air freight activities are based on a 
looser, “preferred carrier” policy, he said.

“Bundling buying power by working with 
‘core carriers’ is only for ocean freight 
container buying,” Chiavi said.

“Core carriers are companies with which 
we negotiate rates centrally, on a global 
basis,” he said.

Core Ocean Carriers. The core ap-
proach of Danzas for ocean carriers is rooted 
in its need to have access to quality carriers 
who can guarantee “a service and a price 
you can keep.”

Chiavi commented that these ocean car-
riers can reserve a certain amount of capac-
ity for Danzas. This can be critical at peak 
periods of the year, particularly in Septem-
ber/October and January/February.

“We also look for a certain stability of

ocean prices,” Chiavi said.
He explained that negotiations with core 

ocean carriers take place direct between the 
“trade route management” department of 
the Danzas group headquarters and the head 
offices of the “core carriers” concerned.

Core carrier negotiations involve very 
large volumes of freight over several trades. 
The Danzas group controls a total world-
wide freight of several hundred thousand 
TEUs a year, a volume which is believed to 
exceed those of the world’s largest multina-
tional shippers.

In 1995, Danzas’ ocean freight forward-
ing services generated total worldwide sales 
of SFrl.O billion ($870 million). Total net 
sales excluding Customs duties were SFr641 
million ($557 million).

The core approach 
o f Danzas for ocean 
carriers is rooted in 
the need for quality 

carriers which guarantee 
price and service.

Although managed by the head office of 
Danzas, the negotiations are “based on lo-
cal information obtained from local of-
fices,” Chiavi said.

He observed said that U.S. regulations 
require a specific approach for agreements 
with core carriers involving U.S. trades. 
Yet he said Danzas could still “favor core 
carriers” in these trades.

The core carriers of Danzas include 
Hapag-Lloyd, DSR-Senator Lines, Cho 
Yang and Mediterranean Shipping Co.

He referred to these global agreements as 
“umbrella agreements.” Moreover, Chiavi 
acknowledged that local offices where free 
to renegotiate if market conditions change.

The negative point of these global nego-
tiations with core ocean carriers, according 
to Chiavi, is that “you constantly have to 
renegotiate” when market prices fluctuate.

He described these contracts as relatively 
long-term and rarely “spot” in nature.

“If you can have a spot deal with the 
freight in hand, you can make money,” he 
said. “Ocean carriers do spot deals, but it is 
less common than in airfreight,” he ob-
served.

Preferred Air Carriers. “In air freight, 
you cannot negotiate with head offices (of 
carriers) on a worldwide basis, unless you 
can give them schedule and firm commit-
ments — which nobody can,” Chiavi said.
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Therefore, Danzas buys air freight space 
and enters space contracts at local level.

Chiavi also said there were more opportu-
nities for air freight buyers to play the market 
on a spot basis. “Many airlines have yield 
management systems,” he said, referring to 
their willingness to discount prices to secure 
late, but marginally profitable, bookings.

Chiavi cited six airlines as the preferred 
carriers of Danzas for air freight: Air France, 
Lufthansa, KLM, American Airlines, United 
Airlines, Korean Air Lines and Cathay Pa-
cific.

In 1995, Danzas’ total worldwide sales on 
airfreight services were SFr792million ($689 
million), with net sales excluding Customs 
duties of SFr584 million ($508 million).

Margins. Danzas said intense competition 
in the maritime transport market had reduced 
both rates and forwarders’ margins.

As a forwarder and NVO, Danzas is a 
customer as well as a competitor of ship-
ping lines.

“There’s nothing we can do (about re-
duced margins),” Chiavi said.

“We are entirely in the hands of the 
market and the shipping lines.

“But by having bigger volumes, we can 
obtain reduced rates,” he added.

Danzas competes for both full- 
containerload and less-than-containerload 
freight.

“FCL is what shipping lines consider 
their business,” he said.

On shipping lines’ willingness to work 
with forwarders. Chiavi commented: “There 
are forwarder-friendly carriers and for-
warder-unfriendly carriers.”

The list of core carriers given by Danzas 
is one of such forwarder-friendly shipping 
lines and these are primarily non-confer-
ence operators or German carriers. (Ger-
many is known to be a forwarders’ market.)

Chiavi also saidDanzas does a fair amount 
of business with the Korean shipping lines.

Hubs, Gateways. The focus of Danzas on 
hubs and gateways is a complementary opera-
tional policy to the core carriers strategy.

Chiavi said the concept of hubs and gate-
ways — two words which he sees as syn-
onymous — is to ‘ ‘create cargo concentration 
in order to have a maximum return on 
loading ‘devices’ such as trucks, pallets, 
containers and railway wagons (railcars).”

He said Danzas could reduce its operat-
ing costs by moving these loading devices 
full, whenever possible, during their 
mainhaul transport leg.

At selected hubs, Danzas deconsolidates 
and reconsolidates less-than-tmckload or 
less-than-containerload shipments for on- 
shipment to the final delivery point.

Renato Chiavi
Intercontinental 

Division, 
Danzas

“We are entirely in the 
hands o f the market and 
the shipping lines. But by 
having bigger volumes, we 
can obtain reduced rates. ”

In airfreight, where the hub concept is 
dominant, Danzas’ main U.S. hubs are lo-
cated in Miami, New York, Chicago and 
Los Angeles.

Chiavi cited an example of cargoes 
shipped from Europe to the Miami hub, 
where they are reconsolidated and com-
bined with other Latin America-bound air 
freight from other parts of Europe, from 
various origin points in the U.S. and from 
local Miami sources.

The use of hubs, according to Chiavi, 
applies mainly to air freight and, to a lesser 
degree to sea/air and sea/sea. In the latter 
case, which involves only LCL freight, the 
use of co-loading — putting multiple ship-
pers’ freight in the same container — is 
common to optimize container usage.

By contrast, FCL containers generally 
move direct from port of loading to port of 
discharge and bypass the hubs.

Chiavi said that Danzas’ main hub in 
Asia was Singapore for both air freight and 
for LCL sea freight.

“There is no other hub (as such) in Asia,” 
he said. Chiavi added that other ports gener-
ally act as the point of entry or exit for one 
country only. One possible exception is Hong 
Kong, which combines a local and a gateway 
role for mainland Chinese cargoes.

Chiavi said that the hubs and gate way s policy 
was applied not only to his Intercontinental 
Division, but also to Danzas’ intra-European 
overland transport arm, called Eurocargo.

Specialized Sales. Danzas’ Interconti-
nental Division appears to benefit from more 
leeway and resources than the group’s loss- 
making intra-European transport and ware-
housing operations. The intra-European 
operations were blamed for the group’s dis-
appointing financial results for 1995 and they 
going through a rationalization program.

By contrast, the company has decided to 
boost the sales force of the Intercontinental

Division.
Chiavi said the Intercontinental Divi-

sion, covering air and seafreight, now has 
its separate sales team in Europe and else-
where. In the past, sales representatives of 
Danzas were mainly focused on its large 
intra-European services and did not give to 
intercontinental activities the attention they 
deserved, he said.

“I consider intercontinental sales to be 
very different from intra-European (trans-
port services) sales,” Chiavi said.

Each country also has its intercontinental 
area manager, whereas Danzas previously 
had one national legal representative re-
sponsible for all product and services in a 
given territory.

Chiavi said the “key accounts” unit of the 
group, which sells multi-product services 
to large corporate clients, was the only one 
where sales had not been separated.

He also commented that sales leads will 
be passed from one division to the next if 
opportunities arise and there will be incen-
tives to encourage some cross-selling.

Market Share. Chiavi said increasing 
market share, particularly in Asia, and rais-
ing productivity are among his top divi-
sional objectives.

“We have to accelerate the revenue 
growth in Asia,” he said.

In 1995, combined net sales on all Danzas 
services performed in Asia and in Australia 
amounted to SFr249 million ($217 mil-
lion), or just 6 percent of group net sales.

Danzas aims to expand its Asian opera-
tions at the pace of the Asian transport 
market’s organic growth. Chiavi said that 
Asia’s demand for transport services is ex-
panding by 17 percent a year.

He stressed that growth would have to be 
generated in the Europe/Asia/Europe trans-
port corridor, in the Asia/Americas/Asia 
and in the intra-Asia markets.

Chiavi said Danzas has a high market 
share in its traditional Asian bases, Japan 
and Taiwan. Having established itself in 
Indonesia, Malaysia and Thailand in recent 
years, Danzas now expects to see its efforts 
rewarded by an increase in market shares in 
these countries.

Danzas plans to open offices in Laos and 
in Myanmar. Furthermore, the present sales 
delegation in South Korea will be replaced 
by a full-fledged Danzas subsidiary within 
a few months, Chiavi said.

Asia is the fastest-growing area for inter-
national freight transportation and Danzas 
would like a larger piece of the action.

In fact, besides its focus on “core carriers” 
and on main hubs, even a traditional Euro-
pean forwarder like Danzas wouldn’ t mind if 
Asia became one its “core” markets. ■
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Hapag-Lloyd helps to  open up 
markets. W e’re represented in all 
major international business cen-
ters. Our employees are fully 
familiar with business trends and 
practices in the various regions. 
Serving as consultants, they assist 
customers with customs regulati-
ons, regional practices and help 
solve complex logistics problems.

Hapag-Lloyd offers a global logi-
stics network, plus a w ide variety 
o f supplementary services, rang-
ing from provision of special con-
tainers to  transport of heavy lifts/ 
oversized cargo. The customers 
themselves define the extent of 
the services they require to  meet 
their individual needs. We offer 
frequent sailings, short transit

times, door-to-door transport and, 
of course, competitive prices.

W ith nearly 150 years of experi-
ence in the transport sector, 
Hapag-Lloyd stands for an ideal 
combination of tradition and inno-
vation.

We have a nose for market trends.

u Hapag-Lloyd
Hapag-Lloyd (America) Inc. 399 Hoes Lane, Piscataway, NJ 08853
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Tradeoffs at Mead
Breakbulk or container? 
Longshore or plant labor?

By C hris G illis

Through a logistics program called the 
Coated Board System, Mead Corp. has 
improved European supply chain by reduc-
ing transit times and tightening the gaps at 
handoff points.

The program brings together the indi-
vidual logistics efforts of Mead’s two fast-
est-growing divisions, coated board and 
packaging.

The company ’ s goal for the Coated Board 
System is to keep its European business 
competitive. Mead is facing increased com-
petition as more paper companies take ad-
vantage of the weakened U.S. dollar in 
Europe.

“The more you get into it, it’s not as 
simple as it looks,’ said John L. Parrish, 
director of logistics and purchasing for 
Mead’s packaging division. “Paper is a 
competitive commodity, so you want to 
keep logistics costs down.”

Over the past five years, Mead’s annual 
shipments to Europe have increased from
40,000 tons to 120,000 tons per year. A 
large volume of this freight is shipped to the 
company’s Europe-based packaging plants.

Nearly all the coated board for Mead’s 
European business is manufactured at its 
Mahrt mill in Cottonton, Ala. The plant 
produces more than 850,000 tons of paper 
for its world markets.

"The Coated Board System is working 
well,” Parrish said. “We’re now to the point 
where we’re tightening up the gaps.”

Rail Connections. Coated board is 
mostly manufactured in 54-inch rolls, but 
some measure 81 inches in diameter. Be-
cause of the product’s heavy, bulky quali-
ties, Mead prefers to ship by rail to the ports.

“Wherever we can get rail service, that’s 
what we’ll use,” said William Wiggins, 
international logistics manager for Mead 
Coated Board. “At the Mahrt mill, we have 
direct rail service.”

Mead’s primary rail carrier is Norfolk 
Southern, which handles the freight to the 
ports. Interchanges with other rail lines 
appear seamless to Mead, which receives a 
single bill of lading from Norfolk Southern.

There is some trucking, but it is used 
sparingly. “If we load 100 percent trucks, 
we’ll end up bottlenecking ourselves,” 
Wiggins said.

Mead prefers moving loads on rail cars 
because truckers would have to take the 
time to secure overweight permits for most 
loads. “With rail, we can load 100 tons and 
go,” Wiggins said.

Even the cost of unloading rail cars at the 
piers and restuffing the rolls into ocean 
containers does not deter Mead’s desire to 
use primarily rail transport.

“We’ve thought about loading our own 
ocean containers, but bottlenecks at the 
plant would surpass the cost of having pier 
labor loading the containers for us,” Wiggins 
said.

Bottlenecks caused 
by loading ocean 

containers at the plant 
exceed the cost o f using 
dock labor for that job.

To Europe. Mead’s European shipments 
are mostly handled through the ports of 
Jacksonville, Savannah, Mobile, and 
Charleston. Paper rolls are shipped in con-
tainers or breakbulk.

Mead numbers each roll and electroni-
cally tells the terminals which rolls to load 
into specific containers. The system also 
helps Mead track shipments to its custom-
ers.

For shipping in the transatlantic, Mead 
has service contracts with the Trans-Atlan-
tic Conference Agreement, providing sched-
uled sailings into Jacksonville, Savannah 
and Charleston. Mead uses non-conference 
carrier Cho Yang and Hanjin occasionally 
for shipments to Mediterranean ports.

The Port of Mobile is mostly a breakbulk 
center for Mead. Non-conference bulk car-
riers, such as Wilhelmsen and Star Ship-
ping, serve this port.

Last year, Mead shipped about 162,000

tons of coated board to Northern Europe 
and about 20,000 tons to Italy and Spain. 
Almost 12,000twenty-foot-equivalent units 
are shipped yearly.

Improved Service. “Breakbulk is the 
most economical way to ship, but we are 
still dealing with some damage and han-
dling issues,” Wiggins said.

Rolls of coated board generally are not 
wrapped for breakbulk shipping. The first 
couple of plies are used for protection.

“Naturally, the customer doesn’t want to 
pay for damaged products,” Wiggins said. 
“Most rolls are made to fit processing ma-
chines, so there’s no room for damaged 
ends.”

To provide better customer service 
through breakbulk handling, the company 
developed a transit loss program to im-
prove in-transit performance.

“Ocean transportation has become more 
consistent, whether its containers or 
breakbulk,” Wiggins said. “Traditionally, 
breakbulk used to travel on a tramp sched-
ule. We never knew for certain when the 
next ship was coming. Now Wilhelmsen, 
Star and other breakbulk carriers offer sched-
uled services.”

For 1996, the coated board division plans 
to ship more than 35,000 tons of rolls by 
breakbulk.

Breakbulk Choice. Mead’s decision to 
use breakbulk or containers for shipping rolls 
of paper depends on the customer’s freight- 
buying power, less the tradeoffs inherent in 
both types of handling, Wiggins said.

The tradeoffs of breakbulk and the con-
tainerized shipments include the quality 
and reliability of transportation, the desired 
level of inventory required by the customer 
at a given time and the cost the customer is 
willing to pay.

“In some cases, there is no tradeoff. The 
quality of breakbulk is equivalent to con-
tainers,” Wiggins said.

Containers are generally shipped weekly, 
while breakbulk orders move about twice a 
month. “It depends on how the customer 
wants to handle it,” Wiggins said.

Mead’s breakbulk shipments can range 
between 800 and 3,000 tons per load. Con-
tainer shipments weigh about 20 tons each, 
but customers usually order 20 or more 
containers at a time.

The company’s packaging plants in 
Bristol and Chateauroux traditionally order 
freight in breakbulk loads.

Hand-Offs. The coated board division 
has two methods of selling product to Eu-
rope, either to customers direct or through 
the packaging division.
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In the case of selling to non-Mead cus-
tomers, it will ship rolls direct to customers 
or to its distribution centers in London, and 
Venlo in the Netherlands. The London op-
eration sells paper only in roll form, while 
the Venlo operation does some sheeting.

Most of Mead’s coated board rolls, how-
ever, are shipped to its internal customer, 
the packaging division.

“We treat the packaging division as a 
high-value customer,” Wiggins said. “The 
buying is done through the Coated Board 
System to offer the best value to the end 
user of Mead.”

Packaging Operations. Mead has six 
converting plants in Europe at Trier, Ger-
many; Roosendaal, the Netherlands; 
Chateauroux, France; Bristol, in the United 
Kingdom; Aviocart, Italy; and Bilbao, 
Spain. The plants at Chateauroux and Trier 
are the largest.

Traditionally, the packaging plants have 
produced mostly cartons. Mead is now sell-
ing more of its capacity and technology to its 
customers as complete packaging systems.

Cartons are shipped on pallets by truck. 
Rail service is sparse and air freight is used 
for emergencies.

“We treat the packaging 
division as a high-value 
customer. The buying is 
done through the Coated 
Board System to offer the 
best value to the end user 

of Mead.”

William Wiggins
international logistics 
manager, 
Mead Coated Board

“We have tried some barging, but we 
settled back to trucks,” Parrish said. “When 
you’re trying to keep the time factor down, 
you have to settle for a faster more reliable 
service, particularly from warehouses.” 

Though most of the packaging division’s 
improved logistics are a direct result of 
changes made by the coated board division, 
there are still some logistics issues specific 
to packaging.

Reducing Cycle Times. A top issue 
for Mead packaging is how to reduce cycle

times for inventory. In general, mills do not 
have the flexibility to produce every grade 
of paper every day. Thus cycle times are 
created when producing a certain grade of 
paper.

At Mead, for example, it usually requires 
a 14-day cycle to produce an order for the 
packaging division, and another 28-day 
cycle to ship it to Europe. Packaging is 
finding ways to tighten the gaps between 
these individual cycle times.

“We once had a three-week cycle for 
inventory for ocean transit. Now with tran-
sit times being more consistent, we ’ ve been 
able to reduce that gap some,” Parrish said.

Packaging has also shaved a couple days 
off warehousing and customs clearance due 
to careful selection of suppliers.

Still, the biggest problem for packaging 
is trying to spread the benefits of improved 
logistics across all of Mead’s Europe plants.

For example, packaging once required 
containers of rolls to be stripped at Rouen 
and hauled by truck to Chateauroux. Now, 
containers can be shipped direct to the plant.

“We’ve been successful in some loca-
tions like Trier and Chateauroux. But it’s 
not the same for every plant, because we 
face different handling issues unique to 
each location,” Parrish said. ■

M ARSEILLES-FOS
■HUB

All Europe and the Mediterranean 
within a few hours I

Marseilles-Fos: an exceptional location_______
. All Europe’s major cities within 48 hours 
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13226 Marseilles Cedex 02 (France)
Com m ercial Direction: Tel: (33) 91-39-41-21
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D ouble A g en t
ABC Containerline’s former agents are the latest liner agents 
to become NVOs. Some agents believe they can choose 
between selling service in the name o f the carrier and selling 
to shippers independently, as NVOs.

B y Ph ilip  D am as

Liner agents had much to fear in recent 
years, when many of them were dismissed 
by shipping lines to be replaced by new 
carrier-owned sales offices.

Being an agent became an uncertain busi-
ness and it was carriers who pulled the 
carpet from under their feet.

But it must be a sweet revenge when they 
see the opposite situation, exemplified by 
the former agents of ABC Containerline.

These agents established their own non- 
vessel-operating common carrier and pain-
lessly took over the freight previously 
carried by their bankrupt principal.

“We represented ABC for 18 years,” said 
Derek W. Johnson, chairman and manag-
ing director of U.K. agent Johnson Stevens 
Agencies Ltd. “We were moving 300 TEUs 
per sailing.”

Johnson said his company resigned as 
liner agent shortly before ABC went bank-
rupt and its ships were arrested.

And he doesn’t look particularly sad about
it.

“Shippers came to us and we went to the 
shippers and said: ‘Do you want us to handle 
your containers?’” he said.

His agency company, Johnson Stevens 
Agencies, set up a new NVO company, JS 
Containerline. It took out the additional 
cargo insurance policies required and be-
came “a carrier” vis-a-vis the shippers.

JS Containerline, which issues its own 
bill of lading, is “very successful,” accord-
ing to Johnson.

Since its launch in May, JS Containerline 
has bought space from a variety of vessel- 
operating lines in the trade between the 
U.K. and Australia/New Zealand. Johnson 
said the NVO business retained around 
two-thirds of ABC’s market share in the 
U.K.

Derek W. Johnson
chairman, managing 

director,
Johnson Stevens 

Agencies Ltd.

“By virtue o f the fact that 
we’re moving so many 

containers, we’re getting 
attractive rates. ”

Johnson Stevens Agencies continues to 
operate as a liner agent for shipping lines in 
trades other than the U.K./Australia/New 
Zealand market.

But no agent has jumped in to take over 
ABC’s former business between Australia 
and the U.S. Gulf and East Coasts, or be-
tween the U.S. and Europe. American  
Shipper’s calls to ABC’s former agents in 
the U.S. were met with “this number has 
been disconnected” or “we are closing down 
the business.”

Conflict Of Interest. “In years past, 
popular thinking was that a liner agent 
couldn’t be an NVO because of the conflict 
of interest” with the carriers it represents, 
said W. Grove Conrad, president of Norton 
Lilly International, based in Secaucus, N.J.

“Modern thinking has gotten past that 
conflict-of-interest issue. Traditionally, the 
role of liner agent is to get close to the cargo 
to serve his principals. One of the better 
vehicles to get close to the cargo is through 
the vehicle of NVOCC,” he said.

In 1993, Norton Lilly launched Norton 
Line, an NVO business believed to control 
around 7,000 TEUs of cargo a year. Con-
currently, Norton Lilly retained its substan-
tial liner agency activities with its carrier 
principals.

“We were the first and the only major 
(liner agent) company to have set up an 
NVO operation,” Conrad said.

“Our N VO complements our liner agency 
representation,” he added.

World Shipping Inc., based in Rocky 
River, Ohio, also set up an NVO unit, 
Newport Tank Containers. Jack E. Hunger, 
president and CEO, described the special-
ized unit as a “rifle approach” to deal with 
the niche tank sector.

He said World Shipping Inc. had also 
considered launching more general NVO 
services in the past. “But there is the prob-
lem of conflict of interest with shipping 
lines that agents represent,” he said.

Hunger commented that liner agents 
could be forced to start working as NVOs 
by “economic necessities.”

“The number of lines that have set up 
their offices have negatively impacted the 
liner agencies,” he explained.

Trend. Karl-Heinz Knief, general man-
ager of the German liner agent Gebruder 
Specht, said the trend of liner agents mov-
ing into the NVO business “has already 
happened.”

Gebruder Specht itself has a limited in-
volvement in the NVO business, but its 
main activity is liner agency.

“Whenever a shipping agent has no di-
rect connection with a shipping line (in a 
given trade), it is forced to do something 
like that,” he said. “I prefer to have a direct 
representation role.”

Many agents represent eight or 10 differ-
ent shipping lines involved in complemen-
tary trades, which enables the agents to 
offer to shippers an extensive range of des-
tinations.

If an agent doesn’t work for a principal in 
a given trade, the NVO option may be 
tempting.

In May, A&S Shipping GmbH, another 
German liner agent, was appointed by 
Norton Line to represent its NVO services 
in Hamburg and Bremen.

“We were previously agent for Ameri-
can Contract Freight Line and Alliance 
Navigation, ” said Thomas Schaafberg, joint 
managing director of A&S Shipping GmbH.

The German agent already had a limited 
involvementin the NVO business, but land-
ing the Norton Line contract is a major 
development for this company.

However, Schaafberg said there isn’t a 
trend toward agents becoming NVOs. “It’s
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Introducing The Hyundai Independence, Our New 5,551 TEU Vessel
This summer, we celebrate the arrival of the Hyundai Independence, As the largest and fastest containerships serving the United States,

the first of our 5,551 TEU vessels. Before the end of 1996, the Hyundai these ships represent our com m itm ent to quality service now and in the

Independence will be joined by the vessels Hyundai Discovery, years to come. In welcoming these vessels to our fleet, we are proud to

Hyundai Fortune, Hyundai Liberty, and Hyundai Freedom. nam e them in honor of the finest trad itions of our industry.
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the opposite,” he said. “Shipping agents 
who are operating as NVOs are facing more 
competition from the shipping lines— they 
have (in-house) NVOs.”

B.F. De Lange, managing director of 
Dammers Agenturen, the Dutch liner agent told 
American Shipper his company is considering 
the possibility of working with J ohnson Stevens 
Agencies and get involved in the Europe/Aus- 
tralia trade again, as an NVO.

Dammers Agenturen is a former agent 
for ABC Containerline, like Johnson 
Stevens Agencies. “Our involvement does 
not have to be as principals,” he said. 
“Dammers Agenturen could be a sales agent 
for the NVO operation.”

The U.K. agent no longer 
is tied by an agreement 

giving a carrier the entire 
freight payment less com-
mission and the expenses. 
Now it pockets the freight 
rate and negotiates a slot 
payment with the carrier 

it decides to select.

“We are also operating as an NVO, but 
not to Australia,” De Lange said. Dammers 
Agenturen offers NVO services via Hudig, 
its associated forwarding arm.

Johnson said Johnson Stevens Agencies 
was discussing with liner agents in 
Scandinavia and in continental Europe the 
possibility they could get involved in the JS 
Containerline NVO venture.

In Australia, JS Containerline has ap-
pointed liner agent Patrick Sleigh Shipping 
Agencies. In New Zealand, TNT New 
Zealand, ABC’s former agent there, now 
works as agent for the new NVO operator.

The contractual relationships between 
these companies and entities are complex. 
Patrick Sleigh Shipping Agencies and TNT 
New Zealand are agents for an NVO, itself 
an offshoot of a liner agency company. On 
the other hand, JS Containerline also calls 
itself a carrier.

Difference Blurred. Johnson said there 
isn’t much difference between work as a 
liner agent and as an NVO.

“We do the paper work; we pick up the 
cargo; we do the fumigation (of certain 
cargoes) required for Australia,” he said. 
“It’s the same as before... It’s like a liner 
service.”
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Johnson said his customers see no no-
ticeable difference in their dealings with 
the agency company, except they obtain a 
more frequent service. JS Containerline 
buys space from several carriers, whereas 
ABC’s sailings were previously only every 
16 days.

“We’re literally working as an NVO, but 
similarly to a liner agent,” he said.

Of course, the major difference is that, 
via JS Containerline, the U.K. agent no 
longer is tied by an agreement giving a 
carrier the entire freight payment less com-
mission and expenses. Now it pockets the 
freight rate and negotiates a slot payment 
with the carrier it decides to select.

An N VO also has more liability risk with 
shippers than a liner agent.

Norasia Line, the Swiss shipping line 
trading in the Asia/Mideast/Europe trade 
recently asked its agents to become quasi- 
NVOs (March Am erican Shipper, page 
44). It requested them to pay a fixed slot 
cost and take responsibility for margin 
maximization. Norasia also said its agents 
should become liable for any shortfall in 
bookings, effectively turning them into 
part-vessel charterers (instead of mere 
sales representatives paid on the basis of 
commissions).

At JS Containerline, though, Johnson 
suggested that this NVO did not take the 
business risk of buying a fixed number of 
slots from shipping lines on a “whether 
used or not” basis. It has an “agreement” 
with lines to purchase slots from them at a 
pre-determined cost, but no number of slots 
is guaranteed.

For liner agents, becoming NVO also im-
plies that they are no longer responsible for 
ship’s husbandry in port, which usually forms 
part of their contract with shipping lines.

Johnson said JS Containerline uses the 
container equipment of shipping lines. This 
shows liner agents and NVOs can both be 
“asset-light” organizations. They have a 
hand in the liner shipping business without 
carrying the burden of vessel and container 
asset ownership.

Even better, JS Containerline can select 
which ship it wants to use. “We choose the 
carrying line depending on the pickup date 
and the transit time required,” he said. In 
some cases, the NVO will opt for a trans-
shipment service via Singapore or Hong 
Kong, in order to cut the freight cost.

Johnson said Johnson Stevens Agencies 
doesn’t plan to launch an NVO line any-
where else — because it has many NVO 
customers in those trades where it acts as a 
liner agent.

The JS Containerline service is only for 
full containerloads. If shippers request a 
Less than Container Load service, they will

“In years past, popular 
thinking was that a liner 

agent couldn’t be an NVO 
because o f the conflict of  

interest....Modern thinking 
has gotten past that 

conflict-of-interest issue. ”

W. Grove Conrad
president, 
Norton Lilly Int’l

be told to contact certain consolidators 
“whom we recommend,” Johnson said.

Margins. “Buying and selling is the 
principle of being an NVO,” said 
Schaafberg, at A&S Shipping.

“Margins are too small," he said. “There 
is no profit left in the main trades to the U.S. 
(from Europe) and to the Far East.”

Schaafberg believes few liner agents can 
compete against carrier-affiliated NVOs or 
against the very large NVOs owned by 
freight forwarders such as Kuhne & Nagel.

“NVOs can get good rates and then pass 
them on to small shippers,” said Martin 
Richards, shipping director of the British 
Shippers’ Council.

“In my understanding, the NVO concept 
is... particularly attractive to small ship-
pers,” he said.

“By virtue of the fact that we’re moving 
so many containers, we’re getting attrac-
tive rates,” Johnson said.

Other agents work as NVOs, he said. 
“But usually they do it under a different 
name.” ■
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Ray Miles

‘Virtual integration’ for CanMar, Cast
Canadian Pacific subsidiaries share space in transatlantic, 
but say they’ll still operate as discrete companies.

By Philip Damas

Canada Maritime and Cast have begun 
exchanging space on their north Europe/ 
Canada services. But the longtime rivals, 
now fellow subsidiaries of CP Ships, say 
they’ll remain competitors.

Since last year’s takeover of Cast by the 
Canadian Pacific group, the carriers have 
continued to operate with distinct services, 
different corporate names, different ships 
and different port rotations.

But the St. Lawrence Coordinated Ser-
vice (SLCS) of CanMar and Orient Over-
seas Container Line has now agreed to 
exchange a fixed number of slots with Cast, 
in what amounts to a partial integration of 
their port rotations and schedules.

Within SLCS, CanMar and OOCL now 
buy space on Cast’s four ships on this route, 
but only to and from Liverpool. Mean-
while, Cast takes an equal number of slots 
on SLCS vessels to and from Hamburg and 
Felixstowe only.

The deal enables all three carriers to 
streamline the port rotation of their ships, 
which will continue to be operated sepa-
rately by SLCS (two loops) and Cast (one 
loop).

At one fell swoop, the two lines of SLCS 
can also withdraw three ships from their 
joint service, increase loadings on their 
three bigger new ships, end the third SLCS 
weekly loop and replace it by the Cast slot

charter (see Table).
With all these changes, SLCS is ex-

pected to reap substantial savings, without 
reducing the number of direct calls served 
by CanMar and OOCL and without materi-
ally changing the SLCS service in the eyes 
of shippers.

By buying slots on the SLCS service, 
though, Cast improved its service and gained 
access to direct calls at Hamburg.

“We are able to offer faster transit times 
to and from Germany and the U.K.,” said 
Frank Halliwell, chief executive officer of 
Cast.

No Merger. Ray Miles, president of CP 
Ships, which owns CanMar and Cast, is 
adamant that this integration based on 
cross slot-charters isn’t a merger of the two 
companies.

“We have kept separate marketing, sepa-
rate sales, brand names and service prod-
ucts,” he said in an interview.

Do customers perceive the cross slot- 
charters as a loss of Cast’s and CanMar’s 
distinct identities? “That seems not to have 
happened,” he replied. “Our customers still 
consider us to be different lines.”

Miles explained that CP Ships decided to 
retain CanMar and Cast as separate compa-
nies “to maximize the amount of business 
(they handle) and create economies of scale.” 

CP Ships feared that a full-scale merger 
would result in a loss of combined volumes,

as shippers would take some of their freight 
elsewhere to preserve a spread of carrier 
competitors with whom they book cargoes.

CanMar and Cast also retained separate 
head offices, agency networks and sales 
teams and they have separate managements. 
Their managements, though, are now both 
educated in the CanMar mold: many senior 
executives of Cast, including its CEO, are 
ex-CanMar managers transplanted to Cast. 
The old Cast senior management was purged 
shortly after the takeover.

Miles said the competition between 
CanMar and Cast is real and alive. “They go 
out and compete for business in the mar-
ket,” he said.

Miles said that although the competing 
sales teams don’t hate each other, it isn’t a 
cozy relationship, either, he said. “They are 
very professional,” he said.

Although intriguing to the outsider, this 
split/togetherness formula between the two 
related companies seems to work, judging 
from the on-going rise in cargo volumes 
carried by the two-carrier CP Ships group.

In 1994, prior to the Cast takeover, 
CanMar moved 244,000 TEUs between 
North America, north Europe and the Medi-
terranean. In 1995, with nine months of 
carryings contributed by Cast since the take-
over, group volume reached 394,000 TEUs. 
In 1996, Miles expects the figure to jump to
450,000 TEUs.

“Customers vote with their feet,” Miles 
said about their positive response to changes 
within the CP Ships group.

Last year, Cast had also entered the Joint 
Mediterranean Canada Service of CanMar, 
Jadroplov and DSR-Senator Lines, while 
marketing the service independently of 
CanMar.

On the financial front, Miles said that 
Cast had incurred five years of heavy losses 
before the takeover but has been turned 
round under CP Ships’ management. Cast 
turned a profit last year, and has shaken 
from its reputation as a company with fi-
nancial problems, Miles said.

Synergies. Miles said every service 
change adopted by CP Ships in recent years 
has met three criteria:

• Reduction in operating costs per TEU.
• Improvement in the service product.
• Adjustment in capacity to reflect trade 

changes.
He said the latest fleet reshuffle exercise 

of SLCS and Cast met these criteria.
“SLCS couldn’t have moved to the new 

system of big ships on just two routes (op-
erated with SLCS ships) without Cast,” he 
said.

Miles said that the recent change added 
efficiency to CanMar and Cast by “improv-
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ing the economics” of SLCS and by “im-
proving the service product” of Cast.

Miles added that many areas of Cast’s 
and CanMar’s operations have been re-
viewed or are under review to generate 
more synergies and cut costs:

• Terminal operations in Montreal (where 
the group seeks to optimize the use of the 
two terminals controlled by Cast and 
CanMar).

• Documentation.
• Empty container equipment logistics 

and positioning.
• Inland and intermodal operations in 

North America and Europe.
“The next big area we have under study 

is North American intermodal,” Miles said. 
He added that a “big study” involving CP 
Ships, sister company CP Rail and the port 
of Montreal is under way “to see how we 
can reinvent the intermodal system.”

“Important decisions will follow,” Miles 
said. “The last time we did such a study was 
seven or eight years ago.”

Miles said that the growth of CP Ships 
and, more generally, of the Montreal gate-
way, had put capacity pressures on the port 
and on intermodal facilities.

CP Ships also plans to do “a lot on 
European logistics, on trucking, barges and 
intermodalism in Europe.”

With a 13 percent return on assets in 
1995, which topped a recent industry sur-
vey on carriers’ profitability (June Ameri-
can Shipper, page 48), CP Ships is also 
investing heavily in vessels and terminals.

Having taken delivery earlier this year of 
two new 2,200-TEU ships for CanMar, 
Miles said CP Ships is “already thinking of 
ordering new ships.”

And with annual carryings of some
450,000 TEUs this year, Miles said bull- 
ishly that CP Ships is not only one of the 
most profitable, but also the largest transat-
lantic operator.

Miles said generating synergies and 
economies of scale will allow CP Ships to 
compete against global carriers.

Med Restructuring. One area where all 
is not for CP Ships is the Mediterranean/ 
North America trade.

Miles said competition in this trade is 
intense and many carriers suffer from over-
capacity.

In June, the Joint Mediterranean Canada 
Service of CanMar, Cast, Jadroplov and 
DSR-Senator Lines announced a fleet and 
route restructuring program for the joint 
service. Currently under implementation, 
the plan will remove some excess capacity 
from the trade.

The restructured joint service will retain 
two weekly loops, but with smaller vessels.

New SLCS 
vessel deployment

Route 1
3 x 2,200-TEU newbuildings 
replacing 3 x 1,800-TEU ships 
Added capacity: 400 TEUs a week.

Route 2
3 x 1 ,800-TEU ships (shifted from Route 1) 
replacing 3 x 1 ,000-TEU ships 
Added capacity: 800 TEUs a week.

Route 3
Slot charter with Cast fo r 350 TEUs a week 
replacing 3 x 1,000-TEU ships 
Reduced capacity: 650 TEUs a week.

Overall change
1 loop with 3 ships pulled out
Total capacity increased by 550 TEUs, to
4,350 TEUs a week.

“Services themselves don’t change 
much,” Miles said.

New Regulations. On June 1, the Cana-
dian government introduced a maritime 
service fee payable by all shipping lines 
calling at Canadian ports. The user fee is 
designed to finance the cost of the coast 
guard’s activities in Canada and reduce the 
public deficit.

“It will cost us something, but it will not

B y Ph ilip  D am as

Thanks to Nelson Mandela, South Africa 
is, once again, a politically correct country 
with which to do business.

By returning to the international trading 
community, post-sanctions, post-apartheid 
South Africa has also given shipping and 
traders a tremendous economic boon.

“Growth in the U.S. to South Africa trade 
was 15 percent in 1995,” Mike Veary, CEO 
of SafBank, told American Shipper. “It 
continued into the first quarter of 1996, 
when it was around 20 percent.”

That’s good news for SafBank, a joint 
venture of Safmarine and Bank Line (An-
drew Weir Shipping) which specializes in 
the U.S./Southern Africa market.

If rapid growth continues, according to

be dramatic,” Miles said.
On the other side of the border, the U.S. 

may also affect indirectly the Montreal gate-
way operators when and if it adopts laws 
deregulating ocean shipping.

Miles expects that some form of tariff- 
filing requirement will continue in the U.S. 
Montreal operators are exempt from these 
requirements for their U.S. intermodal ac-
tivities.

But Miles does not agree that the regula-
tory freedom of Montreal operators like 
CanMar played a role in its past success in 
attracting large volumes of U.S. cargoes.

“The reasons were our improved service 
products and the fact that we have driven 
down costs effectively,” he said.

Future. Looking ahead, Miles said: “We 
think there will be opportunities to develop 
the company in other trade lanes, either by 
doing it ourselves or by acquisitions.”

Miles couldn’t say which shipping line 
would be the next target of CP Ships, be-
cause “there is no plan under study” at the 
moment.

“We’ve had quite a good period in the 
North Atlantic, with a better balance be-
tween supply and demand,” he said.

Referring to China Ocean Shipping Co.’s 
reported intention to enter the Atlantic trade, 
Miles said that the addition of “significant 
extra capacity” could have an adverse im-
pact on the trade overall.

Carriers are concerned about this risk, 
Miles said. “But if it happens, we’re 
prepared for it,” he added. ■

Veary, SafBank and its joint service partner 
Mediterranean Shipping Co. will add ships to 
their U.S. East Coast/South Africa “express” 
service or raise the average vessel capacity 
from around 900 TEU to 1,250 TEU.

SafBank and Med Shipping have oper-
ated this weekly U.S. East Coast cellular 
service since 1994.

“Since the startup in 1994, the express 
service has settled down very well,” Veary 
said.

In conjunction with Lykes Lines, SafBank 
also runs aU.S. Gulf Coast/South America/ 
West Africa/southern Africa multi-purpose 
service. The multi-purpose/breakbulk op-
eration has two sailings a month and a fleet 
of five ships.

On the back of their U.S./South Africa 
cooperation, SafBank and Med Shipping

SafBank: happy in its niche
SafBank’s core market is the small U.S./southern Africa 
liner trade, but that keeps it busy and happy.
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Why SafBank moved to Cape Town
SafBank moved its headquarters last 

year to Cape Town from London, where 
the line had been based and managed 
from since 1985.

SafBank is owned not only by South 
Africa’s Safmarine (which controls 75 
percent of SafBank), but also 25 percent 
by the U.K.’s Andrew Weir Shipping 
group.

However, under normal circum-
stances, there would be no reason for the 
operator of a service between America 
and Africa to be managed from a third 
continent, Europe.

The reason for this “offshore” loca-
tion was, of course, the need for SafBank 
and for many other South African-re-
lated companies to be free from the stigma

and the trading restrictions associated 
with apartheid politics since the mid- 
1980’s.

With the lifting of those restrictions, 
SafBank moved its headquarters to Cape 
Town, where Safmarine is headquar-
tered.

“The reason for relocating the com-
pany was to recognize that it should be 
in one or the other of the main markets 
where we operate — the U.S. or South 
Africa,” Veary said.

He added that SafBank could also 
benefit from “obvious synergies” with 
either Safmarine or with Safmarine’s 
new joint liner organization with CMB 
Transport, called Safmarine and CMBT 
Lines (SCL).

launched a weekly, non-conference service 
between the U.S. East Coast and Australia.

This operation involves transhipping 
containers at Durban, South Africa, from 
the SafBank/Med Shipping cellular ships 
onto other vessels of Med Shipping bound 
for Australia (and vice versa).

SafBank’s containers on this long route 
cross both the Atlantic Ocean and the 
Indian Ocean.

Veary recognized that the U.S./Aus-
tralia service via South Africa, which 
competes against all-water operators, had 
“a slow start.”

All-w ater carriers 
send their ships in the 
opposite direction, via 
the Panama canal and 
across the Pacific Ocean 
— a shorter transit than 
SafBank’s in many 
cases.

SafBank said that its 
transit times from West 
Australia (Fremantle) to 
the U.S. are competitive against those of 
all-water operators, but they are slower 
from the U.S. East Coast to Australia.

“We are targeting a section of the 
market that is not necessarily looking for 
faster transit times,” Veary said.

“The service is beginning to deliver 
the sort of volume we had envisaged,” he 
commented.

“We are heading for a market share of 
10 percent.”

But continued growth in the South 
African trades came with a price — acute 
congestion in the port Durban since 1995.

Veary said that SafBank introduced 
“better operations control” in Durban to 
limit the impact of port delays, which 
affected particularly its transshipment 
service.

“The fundamental problem of the port 
of Durban, namely capacity, is being 
addressed this year,” he said.

He cautioned that the northbound trade 
from South Africa to the U.S. had slowed 
down this year.

He also stressed the adverse impact on 
trade prospects which could follow from 
the recent, sharp depreciation of the South 
African Rand against the U.S. dollar.

“The volatility of the Rand is a con-
cern,” he said.

N evertheless, Veary says that 
SafBank's outlook for 1996 remains posi-
tive.

Breakbulk. Despite the launch of its 
cellular service in 1994, SafBank plans 
to continue with its multipurpose/ 
breakbulk operation to and from the U.S.

Gulf Coast.
“We believe that a fundamental por-

tion of our trade is not containerizable,” 
Veary said. He cited mining equipment, 
paper products and agriculture machin-
ery.

Veary also said that SafBank’s coop-
eration with Lykes, its partner in the 
multipurpose service, will continue de-
spite the latter’s bankruptcy reorganiza-
tion proceedings.

“We have said that Lykes is a partner 
of ours, a partner of standing,” Veary 
said.

North/South Customers. Veary was 
guarded in his description of shippers in 
the U.S./southern African trades, com-
pared to those in the high-speed, large 
volume east/west markets.

Are they less demanding? Less 
switched on?

“There are customers who, in our mar-
ket, are more traditional in nature and 
who see Electronic Data Interchange and 
other service enhancements as less im-
portant,” Veary replied.

“But there are shippers like Du Pont, 
who are asking for more EDI,” he added.

Veary said that SafBank and its U.S. 
agent, Gulf and Atlantic Maritime Ser-
vices, were “looking at EDI” and consid-
ering paperless applications for manifest 
information and cargo booking.

“We are too small to embrace the sort 
of computer approach that some other 
lines have,” he said.

Veary, who was appointed CEO of 
SafBank in lanuary, also sees customer

service as a priority.
During his first months at the head of 

the company, he met key customers in 
North America and in South Africa and 
plans to do the same in Australia.

Veary was previously general man-
ager of SafLink, the agency and client 
service division of Safmarine.

Size. This year, SafBank expects to 
carry around 36,000 TEUs on its express 
cellular service (including both 
southbound and northbound cargoes) as 
well as some 240,000 freight tons on its 
multi-purpose operation.

That’s not the same order of magni-
tude as a 2-million-TEUs-a-year Maersk 
or Sea-Land Service.

But SafBank is still the largest carrier 
in terms of market share in its U.S./ 
southern Africa core trade.

Veary also reported that capacity utili-
zation was tight and that the U.S./South-
ern and Eastern Africa Conference 
introduced a small general rate increase 
in January 1996.

Major carriers do compete against 
SafBank, Med Shipping and Lykes, by 
offering U.S./South Africa, non-confer-
ence services with transshipment in north 
Europe.

But these indirect services are slower 
than the all-water direct option offered 
by niche operators.

And there is the possibility for SafBank 
to tap into the fleet and the resources of 
Safmarine to capitalize on economies of 
scale with its corporate big brother, 
Safmarine. ■

Veary
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Bomb-proof air-cargo containers
FAA ready to begin testing designs. But air-cargo industry 
wants to make sure they meet commercial needs.

By Chris Gillis

The Federal Aviation Administration says 
it’s ready to start testing new designs of air- 
cargo containers built to withstand terrorist 
bombs.

But the effort is being watched cautiously 
by forwarders, airlines and container build-
ers. They agree stopping terrorist attacks is 
a laudable goal. But they also want to make 
sure commercial needs aren’t overlooked.

“You can build a container strong enough 
to restrain a blast. The question is how do 
they perform on the practical side?” said 
Richard McLennan, vice president of El 
Segundo, Calif.-based Satco, one of the 
largest U.S. air-cargo container manufac-
turers.

The air-cargo industry worries that the 
new bomb-proof container designs could 
add weight and expense, while reducing 
space available for cargo.

The FAA said it is sensitive to those 
concerns, but is pursuing designs for a 
bomb-proof container in response to a con-
gressional directive to study the effects of 
explosions on planes.

Congress ordered the study after Pan Am 
Flight 103 exploded over Lockerbie, Scot-
land, in 1990.

In 1993, the FAA was awarded funding 
to create the Aircraft Hardening Program 
for reviewing container designs. Last No-
vember, the agency asked container manu-
facturers to submit designs for a bomb-proof 
container.

A half dozen manufacturers responded, 
but only one — Century Aero, based in 
Compton, Calif. — has come up with a 
design which meets FAA approval for fur-
ther testing.

Starting With LD-3. The FAA’s effort 
has begun with the LD-3, the most widely 
used container for air freight and baggage. 
LD-3s are also commonly used in the belly 
compartments of widebody passengerplanes.

“We’ve done a whole lot of work on what 
size of explosion the containers will take,” 
said Ken Hacker, program leader of the 
Aircraft Hardening Program, based at the 
FAA’s William J. Hughes Technical Cen-
ter in Atlantic City, N.J.

For security reasons, details of that work 
are classified. But Hacker said the most 
successful prototypes for containing bomb

blasts are made from super-hard composite 
materials.

The designs seek to keep a bomb’s ex-
plosive force inside the container. “There 
will probably be some damage to the cargo 
hold, but the point is to prevent the bomb 
from destroying the plane,” Hacker said.

One design submitted to the FAA of-
fered a different approach. All sides of the 
container would be bomb-proof, except for 
one. Inside the plane, two of these contain-
ers would be placed together with the soft 
sides touching. The theory is that if a bomb 
explodes in one box, the force of the blast 
would be absorbed by the second.

“We’ll buy a couple of these containers 
to test at our facility, but we’re not con-
vinced yet that they’ll work,” Hacker said.

The effect of explosions on composite- 
based boxes is being reviewed by the FAA 
with the help of the Great Lakes Composite 
Consortium, based in Columbia, S.C. Con-
sortium members include Northrop, 
M cDonnell Douglas, Rockwell and 
Lockheed.

Most of the manufacturers that submit-
ted bids to the FAA are not traditional 
container builders but are composite-mate-
rial specialists.

Major air-cargo container builders in- 
cludeU.S.-based Satco, Century Aero Prod-
ucts and Air Cargo Equipment Corp., and 
European-based Nordisk and Alusingen.

“We have not spent much time in devel-
oping them, because we don’t think the 
industry will go in that direction,” Satco’s 
McLennan said. “If we’re wrong, we 
wouldn’t be far behind anyway.”

“The FAA has been working on this 
project for several years. They have to 
spend the money that has been allotted 
them for research. Odds are it will stop 
when the money runs out,” he said.

By 1998, the FAA must be ready to show 
the results of its study. “The R&D effort 
will be over at that point,” Hacker said.

The FAA’s early efforts to develop a 
bomb-proof container were slowed by the 
composite-materials companies' unfamil-
iarity with the air-cargo industry.

“In the beginning, we received proto-
types that weighed as much as 600 pounds,” 
Hacker said. That’s twice the weight of a 
typical LD-3 container.

“We have since reduced the tare weights 
of the containers to 150 to 250 pounds. We

realize that every extra pound adds cost to 
the airlines’ operations,” Hacker said.

Besides the problem of extra weight, 
forwarders and carriers worry that the new 
super-strong boxes may be too expensive.

“The airlines are doing the best they can 
right now to minimize operation costs,” 
said Ted McEvoy, manager of unit load 
devices for the International Air Transport 
Association. “Carriers would have trouble 
affording to replace their fleets with bomb-
proof containers.”

The average LD-3 costs $ 1,000 to $ 1,300. 
Estimated costs for a bomb-proof box ex-
ceed $2,500 each, McEvoy said.

Today, when a typical aluminum LD-3 is 
badly damaged — for example, punctured 
by a forklift — the airline usually finds it 
cheaper to replace than to repair.

McEvoy said, however, the bomb-proof 
containers “will be too expensive to con-
sider as disposable assets. Maintenance cost 
will definitely be a concern.”

Another problem with a bomb-proof box 
is how to design its door. Most LD-3 doors 
are made of lightweight folding fabric, while 
many bomb-proof boxes feature sliding 
doors. “Sliding doors will be difficult to 
work with in tight spaces,” McEvoy said.

Forwarders worry the bomb-proof boxes 
will reduce cargo capacity. But Hacker said 
most forwarders use only about 70 percent 
of a LD-3’s capacity under normal circum-
stances, because the containers usually reach 
the maximum weight before they’re filled.

Put To Test. The FAA is expected to get 
the first 10 of Century Aero’s prototypes in 
July, and said about 80 boxes — from Cen-
tury and other companies — are expected to 
be in use by various airlines next year.

U.S. airlines testing the containers are 
American, United, Delta, Trans World Air-
lines and Northwest. Federal Express is 
also likely to receive a few.

Century Aero calls its container the Mark 
I. It is made of polycarbonate, a composite 
material known for its tensile strength and 
flexibility. The container is held together 
by interlocking joints, rather than tradi-
tional riveted joints.

“We’ve subjected our Mark I container 
to bombs twice as strong as the one used in 
Pan Am Flight 103 and they’ve contained 
the blast,” said Ted Dunwoodie, president 
of Century Aero.

Dunwoodie concedes even his Mark I 
design has its limits. “Nothing is foolproof,” 
Dunwoodie said.

Other industry officials say the best way 
to fight this type of terrorism on airlines is 
on the ground before cargo reaches the 
planes. This may include more use of x-ray 
scanners and specially trained dogs. ■
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Back to basics for United Air
Adds freighter capacity, invests in automation, training, 
upgrading facilities. Sees air cargo as growing profit center.

By C hris G illis

When Jim Hartigan asked shippers and 
forwarders what they wanted from United 
Airlines, they listed automation, capacity 
and a return to the basics.

“One thing I’ve heard is that this is not 
only a product business of moving ship-
ments from point A to point B, it’s a rela-
tionship business,” said Hartigan, vice 
president of worldwide cargo at United.

“People like to have dealings with the 
same people consistently,” he said. Until 
recently, they couldn’t do that at United. 
“In our old system, you could dial up our 
reservation center and deal with any one of 
125 people on duty,” Hartigan said.

Now United has restructured its cargo 
reservation service by breaking down the 
group into nine regional sections, each 
staffed by seven to 10 people.

“By doing this, we’re seeing more effi-
ciency, because as our people get to know 
the shipper better, they don’t have to ask as 
many questions. Things just start to flow 
better.” Hartigan said.

The reservations-center overhaul is one 
of several changes that United has made in 
its cargo division.

“If you don’t have the product to support 
what the shipper needs, you’re going to 
lose,” Hartigan said. “That’s why I’ve put 
so much effort, since I’ve entered this job, 
into product quality. It was clear to me that 
when I came in that United’s cargo product 
was average. Average product quality will 
not make it by 2000.”

Early Days. Hartigan started with 
United 30 years ago as a sales representa-
tive in San Francisco.

“In those days, talking to a supervisor 
was like trying to get access to the president 
of the airline,” Hartigan said. “So people 
didn’t ask and you tended to have very 
inefficient systems.”

Last year Hartigan started a program 
called “Working Together,” which brings 
together all employees from cargo reserva-
tion staff to pilots and plane fuelers.

“We’re trying to show our cargo staff 
just how complex the air cargo business can 
be,” Hartigan said. “They realize that there 
is a lot of money involved in moving freight. 
We’re already seeing positive changes in 
the attitude of our cargo staff.”

So far. United has put 4,000 employees 
through the program. The airline plans to 
continue the program through next year.

“People take ownership of a process when 
they work together to do it themselves. 
They know where the problems are and can 
correct them,” Hartigan said.

More Automation. United sees auto-
mated information systems as a key to cargo 
efficiency.

The airline recently contracted with 
Transport Data Network International 
(TDNI) for domestic distribution of ship-
ment data via electronic data interchange.

Forwarders now can track shipments in 
three ways: Cargo Plus One for PC-equipped 
offices; Cargo Plus EDI for host-to-host 
environments; and TDNI for customers who 
want to use an EDI network provider.

The TDNI system will provide United’s 
customers with immediate access to data 
for all domestic and international shipments.

United’s oldest system, Cargo Plus One, 
was developed in-house about five years 
ago. About 100 forwarders nationwide use 
this system to monitor their shipments.

Lastyear, United implemented EDI stan-
dards for its information systems.

Forwarders with access to United’s in-
formation systems by EDI can get replies

within five to six minutes, Hartigan said.
Instant status updates are available for 

shipment check-in, shipment manifest to 
flight, freight departures, freight arrivals, 
shipments availability for pickup, delivery 
date and time, and shipment offload.

The airline is studying other electronic 
cargo community systems, such as Traxon, 
which would provide more access to cargo 
information for United’s international for-
warders, Hartigan said.

By 2000, United would like to see 
paperless transmission of nearly all cargo- 
related documents, such as air waybills.

Rebuilding Terminals. United has in-
vested heavily in upgrading its major cargo 
terminals — although Hartigan doesn’t like 
to call them that.

“We’re trying to do away with the name 
‘terminal’ by calling them ‘cargo transit 
buildings,”’ Hartigan said. “Cargo storage 
on airport grounds is probably one of the 
most expensive forms of warehousing. We 
want to get cargo quickly in and out of these 
places to save the shippers money.”

United recently opened a transit building 
in Narita, Japan. In the U.S., it has built new 
stations at Denver and at Dulles airport near 
Washington, D.C. Terminals are being re-
built or refurbished at ather U.S. locations 
— San Francisco, Los Angeles Chicago 
and Miami.

The revamped terminals will be auto-
mated from the standpoint of bar code scan-
ning and vertical storage. But United avoids 
from robotic-driven warehouse systems.

“We see others spending millions of dol-
lars in keeping robotic systems running,”

United has put 4,000 employees through its “Working Together” program.
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Hartigan said. “We think that if you keep 
the floors clean, you can handle a ware-
house just as efficiently without it.”

Tough Years. United also is rebuilding 
its freighter fleet.

Like many U.S. airlines before the mid- 
1970s, United operated freighters only on 
domestic routes. The airline once had a fleet 
of 12 DC-8 freighters.

Freighters were phased out between 197 8 
and 1982, after the U.S. airline industry was 
deregulated and the market was flooded 
with new, low-cost competition.

“The simultaneous deregulation of truck-
ing and emergence of companies like Fed-
eral Express made it too difficult for our 
freighter service to make money,” Hartigan 
said

Since deregulation, United has changed 
dramatically. “In 1982, our only interna-
tional destination was Vancouver. We have 
since expanded into the Far East, Europe 
and South America,” Hartigan said.

- United entered the booming Pacific mar-
ket when it bought the operating rights of 
defunct Pan Am. An important piece of this 
purchase was rights to fly freighters into 
Narita and Osaka, Japan.

Hartigan said the Pacific air-cargo mar-
ket has been growing at a consistent rate of 
about 7 percent a year since 1985, and that 
Boeing Co. and MergeGlobal, an airline- 
industry consulting firm, project that growth 
to continue to 2014.

Besides the growing market, the North 
America/Asia market currently provides 
balanced payloads. Traditional rate differ-
entials have also started leveling off.

Return Of The Freighter. United re-
cently announced that it will start a freighter 
service to Japan by nextMarch. “We ran the 
numbers and it looks quite profitable,” 
Hartigan said.

United will initially operate four DC-10- 
30s, each with 175,000 pounds of capacity. 
The airline is studying whether to buy or 
lease these planes.

Hartigan said the freighters will fly six 
days a week on two routes. One route will 
start in Chicago and continue to New York, 
Anchorage and Tokyo. The second will 
begin in Los Angeles and continue to San 
Francisco, Anchorage and Osaka. Three 
days a week the two Japanese destinations 
will be extended to Taipei and Manila.

Coming back, the aircraft will meet on 
the ground in Anchorage. “We’ll have a 
mini-hub in Anchorage so that freight com-
ing out of Osaka can either go to Chicago, 
New York, San Francisco or Los Angeles. 
We’ll be able to sell multiple destinations 
on each of our departures,” Hartigan said.

Fleet Growth. United is also putting 
other new planes into the fleet.

In 1990, the airline ordered 34 new Boeing 
777s, with options for 34 more. United 
began receiving the first of these planes last 
year.

The B777 can hold up to 32 LD-3 con-
tainers in its belly and has another 600 cubic 
feet of space for bulk-loaded cargo. “They T1 
carry about 50,000 pounds of freight in 
their bellies, which is about of capacity as 
one our old DC-8s had,” Hartigan said.

This year United will take four B777s 
and two B747-400s. Next year, the airline 
will receive 13 more B777 B-models and 
two B747-400s. There will be 29 B777s in 
the fleet by 1997. The B777 B-models are 
structurally different in the bellies to carry 
more freight than the B777 A-models.

The new planes will replace aging DC- 
10-10s and B747-100s in the airline’s 559- 
plane fleet. “In our fleet, the DC-10- 10s and 
B747- 100s are not cargo-friendly because of 
their lower deck galleys and the capacity 
constraints with older engines,” Hartigan 
said.

The widebody B747-400s will be used 
primarily on long-haul Pacific routes. A 
combination of B767-300s and B777 B- 
models will fly to Europe and South 
America. The B777 A-models are reserved

for domestic flights.
United also has orders to replace aging 

narrow-body planes. This year the airline 
will receive seven Airbus 320s and four 
B757-200s. Five additional A320s will ar-
rive next year.

Alliances. Like many of big carriers, 
United is scrambling to forge international 
alliances with other airlines.

“One carrier cannot serve all the needs of 
the shipper,” Hartigan said. “Partnerships 
with other airlines is how we can best serve 
the shipper in the future.”

But for any partnership to work effec-
tively, there must be some commonality be-
tween the airlines involved. Unitedis looking 
for ways to come closer to the automation 
and cargo handling standards of its alliance 
partners, such as Lufthansa German Air-
lines, Air Canada, Scandinavian Airlines 
System and Thai International Airways.

Most of these alliances are focusing first 
on the passenger side. But cargo managers 
such as Hartigan are working to make sure 
freight isn’t overlooked.

“If you look at United’s fundamental 
route structure combined with its aircraft 
orders coming in over the next two years, 
this may be one of the most valued freight 
franchises in the world,” Hartigan said. ■
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Alaska Airlines expands cargo services
Seattle-based niche carrier looks ‘south 
o f the border’fo r more cargo business.

B y C hris G illis

While many large airlines greedily hunt 
for new international markets, Alaska Air-
lines sticks at improving what it knows best 
— the Pacific Northwest market.

“We’re a low-cost operator,” said Jerry 
Johnson, Alaska Air’s director of cargo and 
charter marketing. “We have controlled 
growth.”

That’s not to say that Alaska is not grow-
ing or adding new services. In June, the 
airline started a twice-weekly freighter ser-
vice from Sitka, Alaska, to Seattle.

The two all-cargo flights were added to 
satisfy the increasing demand from Sitka 
seafood shippers to expand distribution, 
Johnson said. The flight will add 30 tons of 
capacity a week to this route.

Alaska Air also recently started a guar-
anteed service that will allow shippers to 
specify the flight or the delivery deadline 
for their shipments.

Previously, the ability to make flight- 
specific or time-specific cargo bookings 
was limited to Alaska Air’s next-flight-out 
express package service, while larger ship-
ments were handled on a space-available 
basis.

“We plan on fully utilizing the reserva-
tion capabilities of our cargo system to 
book cargo more efficiently,” Johnson said. 
“This is the next step. And it’s what our 
customers tell us they want.”

Seattle Market. Though Alaska is part 
of the U.S., logistically it often appears to 
shippers as a foreign market. Seattle-based 
Alaska Air has been helping U.S. West Coast 
shippers move freight to Alaska since 1932.

“Seattle to Alaska is our strongest cargo 
market,” Johnson said. In addition to its 
numerous passenger flights, the airline offers 
thrice-daily freighter flights to Alaska — 
two stops in Anchorage and one in Juneau.

The airline operates 737-200 combis 
which carry a mix of cargo and passenger 
during the day and operate as full freighters 
at night. “We can change the configurations 
in the planes in 45 minutes,” Johnson said.

Northbound, Alaska Air carries mostly 
general freight, including perishables, boat 
parts, auto parts, computers and grocery items.

Southbound flights consist mostly of sea-
food products such as salmon, halibut and 
live crabs. “We carried over 22 million

“It surprised us that 
there would be so much 

demand for capacity 
on our northbound flights 

from Mexico. ”

Jerry Johnson
director o f cargo 
and charter marketing, 
Alaska Airlines

pounds of seafood last year,” Johnson said.
Alaska Air also handles freight for other 

airlines and express carriers. The airline 
provides capacity to both Federal Express 
and United Parcel Service on its southwest 
Alaska flights to Juneau and Ketchikan.

The usual practice of express carriers is 
to operate in a market such as Alaska using 
other carrier’s capacity. Once they discover 
that they provide enough cargo to fill the 
carrier’s capacity, they may add their own 
freighters to the market.

This is a likely possibility for UPS in the 
Juneau market. “Eventually UPS will fly to 
Juneau,” Johnson said. “We might as well 
enjoy their business while we can.”

Below Canada. More and more of 
Alaska Air’s cargo business is being found 
below the Canadian border. The carrier

operates more than 100 flights a day from 
Seattle to destinations on the West Coast, 
including Los Angeles, San Francisco, Port-
land, Sacramento and Spokane.

Alaska Air operates a fleet of 44 MD- 
80s, eight B737-200 combis and 22 B737- 
400s. Many smaller airports in the Northwest 
are served through partnerships with re-
gional airlines, such as Horizon Air, PenAir 
and Trans States Airlines.

Alaska Air has started placing more em-
phasis on the potential cargo markets of 
Mexico. It has daily flights from the U.S. 
West Coast and Vancouver to Los Cabos, 
Puerto Vallarta and Mazatlan, with cargo 
loads balanced in both directions.

“It surprised us that there would be so 
much demand for capacity on our north-
bound flights from Mexico,” Johnson said. 
“Usually resort markets have a lot of gourmet 
products going in and not much coming out.”

In Los Cabos, for example, Alaska Air 
handles large volumes of organically grown 
vegetables, such as basil and tomatoes, to 
be sold at markets in Los Angeles and San 
Francisco.

Russian Specialty. The Russian Far 
East is not known to be a cargo magnet for 
most large airlines. Few airlines venture to 
that desolate part of Russia.

But Alaska Air has found some cargo 
opportunities there. The carrier has been 
providing scheduled service to the Russian 
Far East from the U.S. West Coast since 
1990.

“You won’t get rich quick in this mar-
ket,” Johnson said. “It will take you a lot of 
time to get a cargo service going.”

Alaska Air operates three MD-80 flights 
a week to the Russian Far East. Two flights 
are flown from Seattle to Petropavlovsk 
and Khabarovsk. A once-weekly flight is 
provided between Seattle to Magadan and 
Vladivostok. All of Alaska Air’s Russian 
flights stop in Anchorage.

“Too often, we have more demand for 
cargo capacity than we can satisfy,” Johnson 
said. “We’re usually limited by passenger 
levels.”

Heavy baggage loads from business trav-
elers, many going to the Russian Far East 
for extended periods, take up most of the 
space in the cargo holds.

But Alaska Air doesn’t actively promote 
its capacity between Seattle and the Rus-
sian Far East. “We try to work with a few 
customers that have steady business rather 
than take everything that comes through the 
door,” Johnson said.

The airline has a number of handling 
arrangements with companies that are set-
ting up operations in this part of the world, 
particularly among oil, natural gas, mining

56 AMERICAN SHIPPER: AUGUST 1996



AIR CARGO

Cultural change at Canadian Airlines
Struggling amalgam o f five carriers works to unify 
network,develop alliances, improve technology.

and fishing companies. For example, Alaska 
Air has worked closely with Caterpillar to 
supply tractor parts to the gold mining area 
of Magadan.

More Business. A potential hotspot for 
business may soon be Sahkalin Island be-
tween Japan and Russia. Companies such 
as Mobil and Shell are looking to tap oil and 
natural gas on Sahkalin.

Khabarovsk is used as a staging ground 
for flying to Sahkalin. “It may be a new 
destination for us, if the oil companies can 
get some assurance from the Russian gov-
ernment to let them have the profits,” 
Johnson said.

The airline also handles a number of fin-
ished goods to the Russian Far East, includ-
ing computers, pharmaceuticals and 
telecommunication equipment. Eastbound 
goods mostly include animal hides and caviar.

One of the problems still facing Alaska 
Air in the Russian Far East is the lack of 
modem ground handling facilities. Russia’s 
biggest carrier, Aeroflot, controls most of 
the operations at the airports.

“Aeroflot does our handling,” Johnson 
said. “It would be too expensive for us to 
hire our own people.”

Another avenue for expanding its Rus-
sian Far East business is through partner-
ships with other Russian carriers.

“Alaska’s Russian operation is modest 
today, but it’s possible that Russia’s Baykal 
Airlines, which soon may serve the U.S., 
may want a U.S. partner,” said Steve Lewins, 
transportation analyst for Gruntal Invest-
ment Research. “Unlike ARIA (Aeroflot 
Russian International Airlines), Baykal 
seems to be a more solid operation.”

Alaska Air also has a code-share agree-
ment with Northwest that includes 
Vladivostok and Khabarovsk. The agree-
ment may soon extend to Petropavlovsk- 
Kamchatski.

“Bureaucratic layering of the Russian 
approval process has delayed full imple-
mentation of the Russian portion of the 
code-sharing agreement,” Lewins said.

Anchorage. The airport in Anchorage 
has been used as a fuel stop for years by 
airlines transiting the Pacific to the U.S. and 
Europe.

Both FedEx and UPS are building large 
transloading hubs in Anchorage. Fairbanks 
also offers similar possibilities, Johnson said.

Competition for cargo in the Alaska mar-
ket may intensify for Alaska Air. But 
Johnson foresees Anchorage dwindling as 
an international crossroad for airlines.

“As we build more fuel-efficient planes 
like the Boeing 747-400, there will be less 
reason to stop in Anchorage,” he said. ■

B y C hris G illis

When Barry Rempel became Canadian 
Airlines’ vice president of air cargo in 1995, 
he had a fast start.

Tough decisions had to be made, such as 
reorganizing the division’s management and 
eliminating two transcontinental Boeing 737 
freighters.

“We had to focus immediately on im-
proving the cargo division’s contribution to 
airline’s bottom line,” Rempel said. “One 
of the primary ways was to put our focus 
back into our core business, which is filling 
plane bellies.”

Rempel also is dealing with longer-term 
issues stemming from the carrier’s forma-
tion nine years ago as an amalgamation of 
four carriers — Pacific Western, Canadian 
Pacific, Eastern Provincial Airways and 
Nordair. (A fifth carrier, Wardair, was ac-
quired in 1991.)

Each of these airlines had handled cargo 
on domestic and international routes in its 
own way for almost 40 years.

“We’re trying to find a joint culture,” 
Rempel said. “It takes time to get everyone 
on sight with that vision.”

The financial downturn of the airline 
industry during the late 1980s hurt Cana-
dian Air, which has been losing money 
since 1988 while struggling under a heavy 
debt load and stiff competition from its 
larger rival, Air Canada.

Canadian Airlines attracted attention in 
July when its chief executive, Kevin Jenkins, 
resigned and was replaced by Kevin Benson, 
the airline’s chief financial officer.

Alliances. A key to Canadian Air’s sur-
vival strategy has been to forge alliances 
with other carriers, often through code-
sharing agreements in which the airlines 
book space on each other’s planes.

When Canadian Air was formed in 1987, 
it instantly gained a global network, includ-
ing route authorities to North America, the 
Far East, South America and Europe.

Some of these markets have been ex-
panded through code-share agreements with 
carriers such as Alitalia, Air New Zealand, 
Japan Air Lines, Lufthansa, Malaysia Air-
lines, Mandarin Airlines, Qantas and Varig 
Brazilian Airlines.

“Each code-share is different,” Rempel 
explained. “With Alitalia, we have a code

“We’re trying to find a 
join t culture. It takes time 

to get everyone on sight 
with that vision. ”

Barry Rempel
Vice president, air cargo, 
Canadian Airlines

share from Canada to Rome. We operate a 
DC-10 or B767 for nine months of the year, 
while Alitalia flies a B747 the rest of the 
year. We basically block space on each 
other’s planes which gives us both lift year 
around.”

Some agreements are more involved, 
such as the airline’s code-share with Ma-
laysia. In this case, Canadian Air is respon-
sible for filling the entire capacity of 
Malaysia’s flight from Vancouver.

The most promising code-share agree-
ments for Canadian Air are those recently 
signed with American Airlines and British 
Airways.

British Airways, which formerly had 
authority to serve only Toronto and 
Vancouver, will now have access to mul-
tiple Canadian markets. Canadian Air, 
meanwhile, will have access to BA’s exten-
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sive international network. “We’ll be able 
to enter European markets that we used to 
only dream about,” Rempel said.

Canadian Air also will have access to 
American’s U.S. network. “If a shipper 
wants to ship something from Yellowknife 
to Dallas, we can do it,” Rempel said. “We 
couldn’ t offer this service before the Ameri-
can code-share.”

Canadian Air is especially interested in 
the developing alliance between British Air 
and American.

“I think the BA-American alliance is 
going to be strong all the way around,” 
Rempel said. “The strength of this type of 
family coming together is what the industry 
has been talking about for 10 years — real 
worldwide networks.”

Far East. Canadian Air’s strongest mar-
ket remains the Far East, which Canadian 
Pacific began developing 40 years ago.

Vancouver is the airline’s primary cargo 
hub for the Far East, though Toronto handles 
a fair share. Far East-bound cargoes are 
flown in bellies of B747-400s and DC-lOs.

Canadian Air has daily flights to Hong 
Kong and Tokyo from Vancouver and 
Toronto. The airline also provides service 
to Nagoya, Japan, six days a week. Its code- 
share agreement with JAL has helped Ca-
nadian Air grow in the Japanese market.

Canadian Air’s Hong Kong flights stop 
in Bangkok, while its Taipei flights con-
tinue to Kuala Lumpur. Each of these con-
nections are made about five times a week. 
Canadian Air is concluding negotiations 
for authority to make additional stops in 
Manila, Ho Chi Minh City and Delhi.

“Outbound from North America has been 
our strongest market,” said Norbert Kotscha, 
Canadian Air’s general manager of domes-
tic cargo. “It’s beginning to surpass out-
bound from Japan.”

The airline carried 59,180 tons of freight 
between Canada and the Far East in 1995.

Canadian Air is also a big player in the 
Australia-New Zealand market, which is 
served daily in partnership with Qantas and 
Air New Zealand. “We have dedicated space 
on their planes,” Kotscha said.

Domestic Connections. Canadian Air 
is a longtime operator in the European mar-
ket, with daily flights to Paris, London, 
Frankfurt and Rome. Most European ship-
ments are handled through Toronto.

Last year, the carrier handled 36,613 
tons between Europe and North America. 
Rempel expects European cargo volumes 
to increase after the proposed British Air- 
American alliance takes effect.

In the South American market, Canadian 
Air uses routes it inherited from Canadian

Pacific. The carrier flies from Toronto to 
Sao Paulo, Brazil, six times a week. Freight 
to Santiago and Buenos Aires is transferred 
to Varig planes from Sao Paulo.

Canadian Air shipped 3,240 tons be-
tween South American and Canada in 1995.

For freight moving to interior points in 
Canada from foreign markets, the airline 
has access to a domestic network of 113 
destinations. Canadian Air also has part-
nerships with regional operators, including 
Canadian North, Inter-Canadian, Air St. 
Pierre, Calm Air, Air Alma, Air Atlantic 
and Canadian Regional Airlines.

“A shipper coming into Canada has the 
benefit of widebody connections between 
Vancouver and Toronto, so we don’t have 
to worry about reloading freight. For ex-
ample, flights from the Far East come into 
Vancouver at 8 a.m., and we can have most 
of it in Toronto by the early afternoon,” 
Kotscha said.

“Shippers will be able 
to book space the same 

way they would 
a passenger seat. ”

Jon H. Shaw
Canadian Airlines

Lobsters. Canadian Air operates a fleet 
of four B747-400s, 11 B767-300s, 10 DC- 
10-30s, 14 Airbus 320-200s, 37 B737-200s 
and six B737 combis. These planes offer 
both pallet and container space in their 
bellies.

Although the airline carries a variety of 
freight, a specialty is perishable goods such 
as fish and lobsters, said Andy Lyall, cargo 
sales and service manager at Canadian Air’s 
Halifax office.

Canadian Air dedicates space on most of 
its Far East and European flights to lobster 
shipments. Many lobsters are grown in Nova 
Scotia by companies such as Clearwater 
Lobster, Skyfish Ltd. and Fishermen’s 
Market.

For 15 years, Clearwater has worked 
with Canadian Air to improve the way 
lobsters are shipped. The company has de-
veloped special Styrofoam cartons capable 
of handling 30 pounds of lobster. A stan-
dard LD-7 pallet can hold 150 of these 
cartons. They are used mostly for the Far 
East market.

European importers prefer taking smaller 
orders of lobsters, Lyall said. A smaller box 
was introduced by Clearwater a few years 
ago to the Rungis market in Paris, and has

since become accepted in more European 
markets.

Other frequent perishable shipments in-
clude cherries, salmon, sea urchins, maple 
syrup, beef and tuna. General cargoes often 
include electronics, computers and auto 
parts.

The airline works with a combination of 
Canadian and U.S. forwarders, such as Air 
Express International, Emery Worldwide, 
Sea-Air International Forwarders and CTI.

This fall Canadian Air will begin offer-
ing shippers a guaranteed international ser-
vice. “Shippers will be able to book space 
the same way they would a passenger seat,” 
said Jon H. Shaw, spokesman for Canadian 
Air. “We’ve had this service about 10 years 
domestically and it’s worked great.”

Shaw said the carrier intends to back this 
service up with a money-back guarantee.

Technology. Rempel said Canadian Air 
has invested heavily in cargo handling and 
information technology.

Every Canadian airport used to be owned 
and operated by the government. The gov-
ernment has recently started privatizing 
those facilities by creating individual oper-
ating authorities. Vancouver was one of the 
first, followed by Winnipeg and Calgary. 
Toronto and Montreal should be privatized 
by the end of the year.

In Vancouver, which is growing in stat-
ure as a North American gateway, Cana-
dian Air is handling agent for several 
carriers, including Malaysia Air and Man-
darin.

“We’ve seen a significant amount of 
growth in Vancouver. We decided it was 
time to rebuild our facility there to partici-
pate in that growth,” Kotscha said.

Market demands have required Cana-
dian Air to start automating its handling 
processes.

“It’s very much a manual operation to-
day,” Kotscha said. “We have a team that’s 
looking around the world to see what other 
airlines are doing and where we can learn 
from them.”

Information systems are also being con-
sidered. “What has grown our industry in 
the past was aircraft technology,” Rempel 
said. “Computer technology will take us to 
the next step.”

Canadian Air Cargo is looking into the 
use of the Internet for tracking cargo and 
providing shipment status to shippers. The 
airline is working with an undisclosed U.K. 
company on this concept.

“We will also explore other things with 
the Internet such as distributing our rates 
and making bookings,” Kotscha said. "It’s 
a rapidly growing area and we have to take 
full advantage of it.” ■
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Philips sees role for air forwarders
Believes airlines should stick to hauling cargo 
and quit trying to cut forwarders out o f loop.

By Chris Gillis

Philips International B V, the big Nether-
lands-based electronics manufacturer, is 
convinced forwarders still have a valuable 
role in air cargo.

A current trend is for some airlines to try 
to cut out middlemen such 
as forwarders and cargo 
agents, and deal directly 
with shippers.

“We don’t think this is 
the right way for airlines 
to improve their services,” 
said Dirk Goedhart, man-
aging director of corpo-

r a te  forwarding for 
Philips.

“Cutting out the agents is shortsighted-
ness on the part of the carriers trying to 
save money. Airlines are too far behind in 
the game to catch up to the level of services 
and networks offered by the express carri-
ers.

“An airline that thinks it can do it all 
itself may have some problems,” Goedhart 
told American Shipper. “Passengers still 
have priority over cargo on scheduled air-
lines.”

Carriers would be better advised to im-
prove their existing services than to try to 
sell time-definite services at higher rates, 
he said.

Airlines should simply fly cargo as 
booked and work more closely with for-
warders, he said.

“Everyone worries about price,but reli-
ability of service is becoming more impor-
tant,” he said. “I don’t like my freight being 
left sitting.”

And he said airlines are making a mis-
take in thinking they can recapture the large- 
shipper market from express carriers.

“I think airlines overestimate the big 
shippers,” Goedhart said. “Though compa-
nies like ourselves ship large volumes, they 
don’t always provide these loads all the 
time. The small shipper is needed to fill the 
gaps during slack times.”

Carrier Base. Like other shippers, 
Philips is trying to reduce the number of 
carriers with which it deals. But it is diffi-
cult with air cargo.

“It’s a very volatile market,” Goedhart 
said. “We’re not sure where the airline

industry is headed.”
In a perfect world, Philips would like to 

see its freight handled by a few primary 
carriers and several backups that can offer 
the best rates and on-time service.

“We would like to reduce our number of 
air providers like everyone else,” Goedhart 
said. “Some shippers have done it. But 
these shippers are not as large and diversi-
fied as us, with over 400 destinations to 
serve outside the Netherlands.”

For now, Philips picks its air-cargo car-
riers by separate trade lanes. The company 
picks the ones with the best pricing, service, 
routing, frequency and space availability 
on a particular route.

About 20 percent of the carriers haul 80 
percent of the company ’ s freight, Goedhart 
said.

Philips’ top carriers include KLM Royal 
Dutch, Cathay Pacific, Martinair Holland, 
Air France, British Airways, Singapore Air 
and Cargolux.

Philips also uses express carriers such as 
Federal Express, DHL and United Parcel 
Service for parcel shipments.

Forwarders. Philips’ top forwarders in-
clude Danzas, Panalpina, Air Express In-
ternational and Emery Worldwide.

But even among this group of industry 
heavyweights, none has the capacity to 
handle all of Philips’ shipments, Goedhart 
said.

Philips’ corporate forwarding group ar-
ranges shipments directly with carriers as 
well as approving rates through forwarders. 
“We don’t want to place all our eggs in one 
basket,” Goedhart explained.

When possible, Philips prefers to use 
express carriers, because of their vast net-
works and tightly controlled information 
systems. “We prefer to deal with as few 
agents as possible, especially in the door- 
to-door delivery process,” he said.

Because air freight is expensive in rela-
tion to slower ocean transport, Philips dif-
ferentiates between “air cargo”— valuable, 
lightweight cargo that pretty much has to 
move by air — and “cargo by air,” which 
normally is moved by ship but is handled by 
air when there are breakdowns in the supply 
chain.

Only one-third of Philips’ air cargo is 
shipped under the “air cargo” category, 
Goedhart said. ■

Goedhart
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IATA unit sponsors air-cargo insurance
Program designed fo r small and mid-sized agents.

By C hris G illis

Cargo Network Services, an affiliate of 
the International Air Transport Associa-
tion, is sponsoring an insurance program 
for U.S. air cargo agents.

The program, Cargo Agents Protector 
Plus, fills a need, especially among small 
and mid-sized agents, said Anthony F. 
Calabrese, executive vice president of Cargo 
Network Services.

“Many cargo agents don’t carry errors- 
and-omissions coverage for misdirected ex-
ports,” Calabrese said. “It’s a simple 
mistake. But if an agent gets sued, it may 
put him out of business.”

“Over the years, we have received a num-
ber of requests from agents asking what type 
of insurance they should have,” Calabrese 
said. “We wanted to give an agent one place 
to get all the coverage they needed.” 

Calabrese said some cargo agents have 
difficulty understanding where liability for 
a shipment begins with the airlines.

“Many assume that just because they cut 
an airline master air waybill that the ship-
ment is covered from the shipper. But that’s 
not always the case,” he said.

Even for cargo agents that try to cover 
their entire operation, insurance bills can 
become very expensive.

“Insurance is a big part of my business,” 
said Jerome C. Trimboli, chief executive 
officer of Inter-Jet Systems, a mid-sized 
forwarder in New York. “I have to be cov-
ered across the board. But sometimes the 
cost can get out of hand.”

Trimboli said that if the hundreds of 
cargo agents could get together behind a 
common plan through Cargo Network Ser-
vices and IATA, they could drive down the 
cost of insurance. “We ’ re weak when we ’ re 
splintered like this. Together we can really 
be a force,” he said.

The Cargo Network Services insurance 
program is being offered through Frank 
Crystal & Co., a New York-based insur-
ance broker. General Accident Insurance, 
based in Philadelphia, is the insurer back-
ing the program.

Frank Crystal, which also offers compre-
hensive coverage for passenger operations 
of IATA carriers, spent about six months 
talking to cargo agents of various sizes 
about what they need in a policy.

“We found that many small cargo agents 
have different pieces of their operations cov-
ered by different insurance companies,” said

Arthur E. White, vice president of Frank 
Crystal Programs. “These companies don’t 
necessarily have any background in cargo.” 

The new program covers shipments by air, 
land and sea, and provides coverage of cargo

Federal Express Corp. posted a 32 per-
cent increase in profits for the three months 
ended May 31.

Net income for the periodjumped to $ 115.4 
million from $87.2 million a year earlier. 
Revenue rose from to $2.73 million from 
$2.46 million, operating income to $225.7 
million from $174.1 million and pretax in-
come to $202.5 million from $153 million.

American Airlines Cargo has opened a 
terminal at New York’s LaGuardia Airport 
for handling of priority parcel shipments.

The facility is on the west side of the 
terminal area in American’s Hanger A, and 
has special parking for the airline’s Priority 
Parcel Service customers.

The LaGuardia operation will be the sec-
ond such priority-parcel service in New 
York. The other opened a year ago at John

Software announcements . . .

CZAR-LITE FOR WINDOWS. Southern 
Motor Carriers has introduced Czar-Lite for 
Windows, anationwide set of less-than-truck-
load zip-code-based rates for interstate and 
intrastate applications. The new formatting 
option includes several add-on software op-
tions to enhance system capabilities for mo-
tor carriers, shipping and third-party logistics 
companies. These add-on features include 
accessorial charge, rate sheet printing, points 
guides, rules, city/zip code look-up and bill 
of lading. Southern Motor Carriers, based in 
Atlanta, serves more than 3,000 customers in 
the U.S. and Canada.

GEIS INTERNET-BASED EDI. GE In-
formation Services has launched GE 
TradeWeb, an Internet-based electronic data 
interchange service. GE TradeWeb is tar-
geted for small businesses, who make up 60 
percent of trading communities that do not 
participate in electronic commerce. Busi-
nesses can access GE TradeWeb on the World 
Wide Web. at www.getradeweb.com, fill out

agents’ legal liability, shippers’ interest, in-
land transit, consolidation/deconsolidation 
and incidental warehousing.

Other programs and coverages under 
C APP include a premier property program, 
coverage for misdirected-shipments, busi-
ness liability, commercial auto liability and 
physical damage, cargo agents professional 
liability, workers’ compensation and em-
ployers liability, commercial excess liabil-
ity, and bonds. ■

For the year ended May 31, profits rose 
to $307.8 million from $297.6 million. Rev-
enues rose to 10.27 billion from $9.39 bil-
lion, and operating income to $623.8 million 
from $591.1 million. The company said 
that average daily volume of domestic ship-
ments rose 8 percent and revenue per pack-
age increased 2 percent. International 
airfreight revenues fell by $ 12 million. ■

F. Kennedy International.
Priority parcel shipments must be under 

70 pounds.
The new facility, open from 4:30 a.m. to 

1:30 a.m. daily, has direct access to the 
American Airlines baggage system. Ameri-
can said couriers and other customers can 
drop off or pick up domestic packages at the 
same location within 30 minutes of flight 
arrival or departure. ■

the ready-to-use EDI forms and conduct EDI 
transactions in a matter of minutes. The GE 
TradeWeb library includes most widely used 
business documents, such as purchase or-
ders, invoices and acknowledgements. The 
service works with all commercial Web 
browsers, andis secured through Secure Sock-
ets Layer encryption technology. GEIS also 
provides mutual authentication as part of its 
service.

SECURE INTERNET COMMERCE.
Rockville, Md.-based GE Information Ser-
vices has introduced GE InterBusiness, which 
allows secure electronic commerce over the 
Internet. GE InterBusiness works similar to 
ATM technology. The server requests a user 
ID or “secret key,” like that lifted off an ATM 
card's magnetic strip. Once the server matches 
this code with that of an approved user, the 
server then requests a password known only 
to the user. GE InterBusiness uses secret key 
cryptology in amutual authentication (double 
challenge) environment, in which each key is 
used for one session only and is never seen on 
the Internet.

American adds LaGuardia parcel terminal

FedEx quarterly profit jumps 32%
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INTERMODAL

OOCL’s view of European intermodalism
Asian carrier’s top executive in Europe says the continent 

still lags behind North American model.

B y Ph ilip  D am as

To hear an objective assessment of the 
challenges facing intermodalism in Europe, 
don’t ask a European.

Jim Poon, chairman and managing direc-
tor of OOCL (Europe) Ltd., the European 
arm of Hong Kong’s Orient Overseas Con-
tainer Line, probably has a fairer strategic 
vision of European intermodalism than 
many European executives.

“In so far as intermodalism is concerned, 
if you try to draw a parallel between Eu-
rope, the U.S. and Canada, you can say that 
Europe has a lot of catching up to do,” Poon 
told American Shipper.

And this verdict comes from a company 
with years of experience of inland 
intermodal operations in the U.S. and in 
Canada. More recently, OOCL also helped 
get China’s fledgling intermodal network 
off the ground.

“The European situation is quite unique,” 
Poon said. “First, the land mass is smaller; 
secondly, the manufacturing industries are 
very densely located; thirdly, the rail infra-
structures built up by the member states of 
the EU are not uniform.”

“To put it against intermodalism in North 
America today or in China tomorrow is a 
difficult comparison,” he said.

Poon acknowledged that many freight 
moves within Europe or between ports and 
inland points cover distances of less than 
300 miles. This, he said, is generally the 
economic threshold below which 
intermodalism cannot compete against other 
modes, particularly trucking.

However, Poon said that Europe has much 
room for “catching up” to the North Ameri-
can intermodal model in efficiency of rail 
operations.

Obstacles. Poon said it is difficult for 
operators such as shipping lines to form 
block trains in Europe individually. To com-
plicate matters, there are often insufficient 
volumes of return traffic to enable full uti-
lization of trains to and from the ports.

If return block trains are used merely to 
move empty containers, the cost benefits 
are “taken away,” he said.

Europe faces three main intermodal chal-
lenges, Poon said:

•  Government regulations.
•  FurthereconomicintegrationoftheEU.
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“I f  you try to draw a 
parallel between Europe, 
the U.S. and Canada, you 
can say that Europe has 

a lot o f catching up to do.”

Jim Poon
chairman, managing director,
OOCL (Europe) Ltd.

•  The need for new infrastructure in-
vestments.

On government regulations, Poon called 
for a regime compatible with market forces 
and offering incentives to develop intermodal 
systems. He also referred to the protected and 
cozy market in which national railways in 
Europe have traditionally operated.

Poon observed that it was only recently 
that individual railroads in Europe have 
been allowed to form block trains that by-
pass Intercontainer-Interfrigo, the EU rail-
way cooperative, and cross several countries 
without the participation of each country’s 
national railway.

“Dealing with many railways and opera-
tors is not so easy,” Poon said.

“European railways are not very 
proactive,” he added diplomatically.

On economic integration, he said Europe 
is still trying to simplify its bureaucracy,

customs rules and other potential hindrances 
to international intermodal transport.

Finally, Poon said that Europe needs 
“massive investments” in new rail and trans-
port infrastructures, especially in upgrad-
ing rail trackage.

Europe’s infrastructure gap was in the 
spotlight in June, when the European sum-
mit of head of states, held in Florence, 
failed to agree on how to finance the so- 
called Trans-European Networks program 
for pan-European transport road and rail 
investments.

Poon suggested the private sector could 
play a greater role in infrastructure invest-
ments.

“The EU will have to privatize its rail 
operations for freight,” he said. Poon cited 
Canada’s experience in transferring Cana-
dian National Railway to the private sector 
and the healthy situation of the railroad 
freight industry in the U.S.

Poon observed that the U.K. had made a 
good start by privatizing several railroad 
activities.

He estimated that longhaul train opera-
tions control 20 percent of the intra-Euro- 
pean intermodal container market. Trucking 
continues to dominate, with a share of around 
65 percent; barges move some 10 percent 
and feeders around 5 percent, Poon said.

Must Happen. Poon is convinced con-
tainer shipping can still push for more rail 
intermodalism in the difficult European 
market.

In fact, Poon said the development of 
OOCL’s European intermodal operations 
is a priority for the company, “mainly for 
cost efficiency.”

Inland operations are even more impor-
tant “now that we have the same ships 
within the Global Alliance,” Poon said. 
“How does one set oneself apart?”

Initiatives. OOCL is in the final stage of 
negotiations with a major European rail-
way to run dedicated block trains in Europe, 
Poon said. The block trains, OOCL’s first 
in Europe, will move long-haul traffic.

Furthermore, as a supplementary move, 
OOCL has joined the so-called European 
Rail Shuttle launched by Sea-Land Service, 
Nedlloyd Lines (a partner in the Global 
Alliance), P&O Containers and Holland 
Rail Container a few years ago.



INTERMODAL

France proposes new railroad entity
The European Rail Shuttle runs block 

trains between the port of Rotterdam and 
Germany and Italy.

“We are also working with a couple of 
customers on the intermodal side,” he said.

If successful, the agreement between 
OOCL and the unnamed railway would 
allow OOCL in Europe to operate in a 
similar fashion to ESI, its intermodal sub-
sidiary in the U.S.

“ESI is not investing in railcars,” he said, 
but is purchasing and marketing intermodal 
services.

This will probably be different from the 
European intermodal deal involving CSX 
Corp., Deutsche Bahn and NS Cargo, he 
said.

Poon also said that OOCL would join a 
joint “Regional Despatch Center,” based in 
Rotterdam. The center seeks to match empty 
container requirements of Nedlloyd and 
other lines with which it operates.

APL and Mitsui O.S.K. Lines, the other 
two Global Alliance lines, are known to 
also be studying the possibility of signing 
up with the center.

Poon said the Regional Despatch Center 
would help cut costs.

Gray Area. For Poon, inland coopera-
tion between shipping lines in Europe re-
mains a “gray area.”

“The European Commission has made it 
public that it would like consortia (of ship-
ping lines) to come together and to promote 
efficiency in intermodal operations,” he said.

While joint operations are allowed, Poon 
warned that the legality of joint intermodal 
pricing was uncertain.

If it came to the crux, Poon said that 
OOCL would be prepared to promote joint 
intermodal operations with other carriers, 
even without the right to price services 
collectively. “We are for it, even for the 
sake of efficiencies,” he said.

More Integration. Poon said trucking 
will remain “the backbone of intermodal 
service in Europe” for OOCL.

OOCL is also working on this mode to 
ensure that motor carriers provide custom-
ers with uniform trucking services, with 
given turnaround times and certain quality 
and reliability performance standards, ac-
cording to Poon.

“We are rationalizing our trucking op-
erations,” he said. At a later stage, OOCL 
and its Global Alliance partners will stream-
line their trucking activities in Europe on a 
joint basis, he said.

Poon said there is no formal plan to 
create an intermodal entity on behalf of the 
Global Alliance carriers, to run their Euro-
pean inland operations jointly. ■

France’s government has presented to 
the French parliament a plan to create a new 
rail infrastructure entity that would take all 
the rail track assets and many of the debts of 
SNCF, the money-losing state railroad.

Under the plan, the entity would be re-
sponsible for track investments and mainte-
nance. SNCF would still own trains and 
operate services on the network and both

Deutsche Bahn AG, the German state- 
owned railway, plans to transfer all its bulk 
and intermodal railfreight activities to a 
new entity called Cargo AG.

The Deutsche Bahn subsidiary would own 
Transfracht, Deutsche Bahn’s specialist rail

TMM, KCS form unit to
Transportation Maritima Mexicana and 

Kansas City Southern Industries have formed 
Transportation Ferroviaria Mexicana to bid 
for one or more of the concessions in Mexico”s 
rail privatization program.

TFM is one of the companies formed 
under a TMM/KCS joint-venture agreement.

the rail track organization and the new- 
style SNCF operator would remain state- 
owned.

About FFr125 billion ($25 billion) of 
SNCF’s heavy debts would be transferred 
to the new agency.

The plan replaces an ill-fated restructur-
ing program which had led to lengthy rail 
strikes throughout France last winter. ■

intermodal unit.
A final decision on the new structure is 

expected to be made by year end, with the 
transfer taking effect around January.

The state-owned railway is Europe’s larg-
est, carrying 301 million tons in 1995. ■

bid for Mexican rails
Mario Mohar, a partner with Kingsley of 

Mexico and former chief operating officer of 
TMM, was named chief executive officer of 
TFM. Jose Serrano, chairman and CEO of 
TMM, has been named to the KCS board. 
Landon H. Rowland, president and CEO of 
KCS, has joined the TMM board. ■

Dive Info Port Trade Data
with the
Waterborne Wade Atlas8 CD-ROM

Compare international trade 
data to or from any U.S. port in 
a selected commodity with all 
other U.S. ports involved in trade

Display information over a 
3-year time period in dollars, 
metric tons or short tons

For further information contact:

Global Trade 
Information 
Services, Inc.
2218 Devine St.
Columbia, SC 29205
Tel: 803 -765-1860
Fax: 803-799-5589
E-Mail: trade@gtis.com
Web Site: www.gtis.com/gti

German rail to create freight business entity

AMERICAN SHIPPER: AUGUST 1996 63

mailto:trade@gtis.com
http://www.gtis.com/gti


MARITIME

Liverpool port sues ILA for damages
Claims union threats forced ACL to leave British port, 
which has been embroiled in labor dispute.

B y R obert M ottley

Civil Case CV 96-3084 could factually 
bear the title of a well-known sailors’ chan-
tey, “The Leaving of Liverpool.”

Instead, it’s called “Mersey Docks and 
Harbour Co. v. the International 
Longshoremen’s Association and John 
Bowers.”

Mersey, which owns and operates docks 
in Liverpool, sued the ILA and its presi-
dent, Bowers, in U.S. District Court in 
Brooklyn, N.Y., a day after Atlantic Con-
tainer Line announced that its vessels would 
abandon Liverpool for Thamesport, near 
London.

The suit seeks more than $50,000 in 
damages from the ILA and Bowers for 
allegedly pressuring ACL to stop doing 
business in Liverpool, which has been em-
broiled in a bitter dockworkers’ labor dis-
pute.

The case gives a new twist to efforts by 
unions in the U.S. and other countries to 
join forces in labor disputes.

Previous efforts at such multinational 
labor solidarity have been largely unsuc-
cessful. Lately, however, the ILA has been 
trying to flex its international muscle.

Last year the ILA won a court decision 
upholding its effort to encourage Japanese 
dockworkers to boycott citrus loaded by 
non-union labor in U.S. ports. The court 
decision struck down a National Labor 
Relations Board ruling that the ILA had 
engaged in an illegal secondary boycott 
(September 1995 American Shipper, page 
76).

In the Liverpool case, the ILA is accused 
of “tortious interference with a business 
relationship” and creating “prospective eco-
nomic damage” to Mersey Docks.

The suit said ACL accounted for 23 per-
cent of the port of Liverpool’s business, 
worth $6 million in annual revenue for 
Mersey Docks.

Hands Across The Sea. Mersey Docks 
has been entangled in a roiling labor brawl 
with its striking dockworkers, who have 
solicited sympathy and support from Ameri-
can unions.

The Liverpool dispute arose in 1995 when 
British longshoremen went on strike against

John Bowers
president, ILA

an independent stevedoring contractor, 
Torside.

Many of Mersey Docks’ workers refused 
to cross the Torside workers’ picket lines 
and also went on strike.

Mersey’ssuitsaidthat under United King-
dom law, “the strike was illegal as a second-
ary action because it did not comply with 
established procedures for industrial ac-
tion.”

Mersey replaced the striking 
dockworkers, who created an organization 
called the Merseyside Port Shop Stewards, 
which Mersey Docks said “is not an official 
union or labor organization in the U.K.”

To put pressure on Mersey Docks, the 
strikers “adopted a strategy that includes 
various overseas activities designed to pres-
sure shippers not to do business” in 
Liverpool, the suit noted.

LabourNet, an Internet website for union 
news, reported that the ILA gave £5,000 
pounds (about $7,500) to a strike fund for 
the Liverpool dockworkers. The Seafarers 
International Union of North America and 
American Maritime Officers, made similar 
contributions, and the Masters, Mates & 
Pilots contributed $5,000, according to 
LabourNet.

Personal Pressure. Mersey Docks 
claims the ILA broke the law by threatening

to retaliate against ACL unless it quit doing 
business in Liverpool.

“Publicly, the ILA and Bowers threat-
ened the port of Liverpool that it could lose 
ACL” unless a deal was made with the 
dismissed dockworkers, the suit said.

Mersey also alleged that “For several 
months, Bowers has had numerous conver-
sations with Conrad DeZego, executive vice 
president of ACL... In these conversations, 
Bowers repeatedly has threatened DeZego 
that ACL must stop shipping to the port of 
Liverpool, or else ACL’s operations in the 
eastern U.S. would suffer unspecified 
harms.”

Mersey said ACL moved its business to 
Thamesport “in response to the demands 
and threats of Bowers and the ILA ... even 
though shipping to Thamesport is more 
expensive for ACL than shipping to 
Liverpool.”

Ironically, Thamesport is a non-union 
port.

‘Contractual Relationship.’ In accus-
ing the ILA of interfering with the business 
relationship of Mersey Docks and ACL, the 
lawsuit said the parties had a “contractual 
relationship” for nearly 30 years.

The suit said that although ACL and 
Mersey “generally have operated under a 
written contract, at times they have oper-
ated under an oral contract while a new 
written contract was being negotiated.” 

When ACL announced its move to 
Thamesport, ACL and Mersey Docks had a 
contract due to expire on Dec. 31, but had 
“agreed in an exchange of letters that the 
contract would be extended through 1999,” 
the suit said.

The lawsuit alleged that the ILA “inter-
fered with that contractual relationship,” 
having “induced ACL to break it.”

A Prior Warning. Before ACL’s pull- 
out and Mersey’s suit against the ILA, 
Mersey had warned the U.S. dockworker 
union against pressuring the carrier.

The suit said Mersey had instructed its 
U.S. attorneys, Mayer, Brown and Platt, to 
warn Bowers “to formally disassociate his 
union from disrupting or diverting ACL 
shipping bound for or coming from 
Liverpool.”

“If this demand is not met,” the dock 
owner told the ILA, “we will institute a suit 
for damages. Loss of ACL’s business could 
result in the loss of a substantial number of 
jobs and realistic potential damages run-
ning into millions.

“Given the potential damage exposure, 
the ILA has become involved in a very high 
stake affair, and we advise you to treat it 
accordingly.” ■
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Creating a hub in Panama
Stevedoring Services o f America and Motores Intemacionales 
set out to build a relay terminal available to all carriers.

By C hris G illis

On the world map, Panama, with its 
canal linking the Atlantic and Pacific oceans, 
looks like the most logical point for operat-
ing a transshipment service in the Carib-
bean basin.

About 2.7 million TEUs passed through 
the Panama Canal in 1995, with about 20 
percent destined for Latin America. Trade 
growth in the region is expected to exceed 
6 percent a year by 2000.

But Panama has been a sore spot for 
many carriers during the past 15 years. 
Along with inefficient labor practices, 
Panama is plagued by drug smuggling, cargo 
theft and stowaways.

Other countries in Latin America and the 
Caribbean have taken advantage of 
Panama’s plight by attracting more carriers 
to their ports.

In 1994, Stevedoring Services of America 
and Motores Intemacionales S. A. set out to 
change the image of Panama by building a 
high-tech container terminal at Coco Solo 
called Manzanillo International Terminal.

Cristobal. “Inonly 16months,MITwent 
from bar talk to operational reality,” said 
Andrew McLauchlan, MIT's vice presi-
dent of marketing. “MIT was built ahead of 
schedule and within budget by two partners 
who had never met prior to August 1993.”

Seattle-based SSA, one of the largest 
operators of marine and rail cargo facilities 
in the U.S., wanted to take its expertise 
abroad during the early 1990s.

In September 1991, SSA began explor-
ing the privatization of the Port of Cristobal, 
which was being operated by the Panama-
nian government.

At the time, the government’s goals were 
to improve productivity, modernize its fa-
cility and attract transshipment cargo al-
ready transiting the Panama Canal. The 
privatization effort stalled when organized 
labor thought jobs were in jeopardy.

“After two years of dialogue, travel, en-
gineering and a lot of questions from our 
financial personnel, we finally got our big 
break,” McLauchlan said. “In August 1993, 
we learned that a private company named 
Motores Intemacionales was interested in 
developing a facility adjacent to the Color 
Free Trade Zone.”

For 10 years, Motores, a private com-

pany specializing in the import and trans-
shipment of cars and trucks, had been using 
this former U.S. Navy Seaplane base as its 
distribution center for Russian automobiles 
and trucks throughout Latin America.

As Motores grew, the cost of moving 
these vehicles to and from the nearby Port 
of Cristobal caused them to consider build-
ing a berth on the north end of their facility, 
McLauchlan said.

Dream Come True. What started as an 
initial agreement to jointly invest $ 10 million 
for a single roll-on/roll-off berth quickly 
turned into a $220 million plan to build one of 
the largest transshipment terminals in the 
region.

Motores secured a contract from the Pana-
manian government to give MIT the right to 
use the land as is for the next 40 years, with 
options to extend.

SSA’s job was to dredge the channel; 
design, finance and build the terminal; 
market the facility; and train Panamanian 
employees. The company also ordered four 
post-panamax cranes from Hyundai Heavy 
Industries.

“While the project seemed so obvious to 
us, it was equally unobvious to our banks,” 
McLauchlan said. “As in the movie, Field 
o f Dreams, our mantra was, ‘If you build it, 
they will come.’ It was clear to us that

without a substantially completed project, 
no steamship would sign a contract and our 
banks were adamant that without a signed 
contract they were reluctant. Undaunted, 
we continued to build.”

In December 1994, the company had 
already finished building one berth before 
receiving financing from the International 
Finance Corp. and a group of other inves-
tors such as Transamerica Leasing, ABN 
Amro and GE Capital.

Construction of MIT’s first phase cost the 
partnership $120 million by October 1995.

At this point, MIT consisted of600 meters 
of berth, equipped with six container gantry 
cranes, 225 meters of ro/ro berth, 25 hect-
ares of heavy duty concrete container yard 
and 84 hectares of annex area for the devel-
opment of industrial activities, container 
and vehicle storage.

Convincing The Carriers. “Our con-
fidence in the Panama project stemmed 
from what we knew was going on in the 
Latin America market,” McLauchlan said. 
“We knew that several global alliances were 
making major commitments to Central and 
South America.”

“We knew that for the carriers to serve 
these markets efficiently they needed a large 
hub at the intersection of their East-West 
and North-South routes. We knew that of 
the potential sites, Panama would have the 
lowest vessel operating cost for several 
potential customers,” he said.

“This cost advantage coincided with a 
short-term shortage of container terminal 
space in the region. It was the shortage of 
space that convinced us to rush forward on 
the project,” McLauchlan said.

A Hub in Panama

Gatun 'Cristobal
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Panama is now winning the 
confidence of carriers, with the 

Global Alliance viewing a hub as a 
strategic advantage to pursuit of a 

South American market.

P e g ro  M iguel
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Manzanillo International Terminal is undergoing a $100-million expansion.

When the new ro/ro berth was complete, 
MIT signed with Seaboard Marine, a ro/ro 
carrier with local cargo, and Panamanian 
Carrier Corp., Motores’ car transport affili-
ate.

Then the company began marketing the 
terminal to other global carriers. The Glo-
bal Alliance, consisting of American Presi-
dent Lines, Mitsui O.S.K. Lines, Nedlloyd 
Lines and Orient Overseas Container Line, 
immediately entered talks with MIT.

“They (the Global Alliance) saw a hub at 
MIT as a strategic advantage in their pursuit 
of the South American market,” 
McLauchlan said. “They agreed to a five- 
year contract, if we could open the facility 
eight months ahead of schedule.”

To meet this demand, SSA moved two 
used container cranes from the Port of Se-
attle to Panama as the first berth was being 
completed. On April 16, 1995, MIT used 
these cranes for the Global Alliance on the 
MOL Monte Rosa.

Another key factor attracting carriers to 
MIT is the terminal’s independent status.

“There’s no conflict of interest to nego-
tiate contracts with container carriers,” 
McLauchlan said. “They know we’re inde-
pendent and no carrier is wondering how 
they benefit their competitor by signing a 
contract with us. We also have no reason to 
devote the terminal to one carrier’s opera-
tion to the exclusion of others.”

So far, MIT has signed contracts with 14 
carriers. These include the four Global Al-
liance members, Maersk Line, Wilhelmsen 
Line, Seaboard Marine, Nordana Lines, 
Zim-American Israeli Line, Panamanian 
Carrier Corp., Crowley American Trans-
port, CGM, Coral Line and several ro/ro 
ships of Nosac and NYK Line.

Office space for carrier representatives is 
also available at MIT.

Container Handling. MIT is handling
about 24,000 TEUs from 70 vessels every 
month, 60 percent of which is being trans-

shipped to other Latin American locations.
“The transshipment business is growing 

for MIT,” McLauchlin said. “Panama has 
lagged behind for years, but now it is quickly 
becoming one of the largest transshipment 
centers in the region.”

One of the limiting factors for Panama is 
the inability of the canal to handle new large 
container ships. “We may never receive a 
post-panamax ship until the next century,” 
McLauchlin said.

The largest ships that MIT has handled 
are the Maersk M-class ships with capacity 
for 4,400 TEUs. These ships are 965 feet 
long with a width of 160 feet. They are the 
largest ships to transit the canal locks.

Empty container storage 
at MIT also helps carriers 

place containers in the 
region faster with their 

customers.

Four of MIT’s six gantry cranes are large 
enough to handle post-panamax ships.

MIT also provides free empty container 
storage for carriers. “A major problem in 
the Latin American market is the lack of 
backhaul for containers shipped into the 
region,” McLauchlin said.

Empty container storage at MIT also 
helps carriers place containers in the region 
faster with their customers.

The terminal employs about 570 Pana-
manian workers. An additional 2,000 jobs 
in Colon are also tied to MIT.

Security. ThoughMIT would not disclose 
how much it spent on security measures, 
McLauchlin did say it was a substantial part 
of the initial $ 120-million investment.

Drug trafficking is one of the biggest 
problems for terminal operators in Latin

America. “Our goal is to make this facility 
a place that drug traffickers will avoid at all 
times,” he said.

The terminal is enclosed with high fenc-
ing and accessible only through electric 
gates. MIT has a 100-person security force 
with 24-hour surveillance on the terminal 
and in the water around the berths. Eleven 
narcotics dogs are also on the premises to 
inspect containers.

By providing storage of empty contain-
ers, MIT makes itself unattractive to drug 
traffickers who build false floors and walls 
in the containers for hiding narcotics.

Video cameras film every container and 
truck driver entering the terminal.

MIT’s system of preparing and releasing 
shipping documents electronically also 
helps eliminate problems of forgery.

“We are meeting U.S. Customs sea car-
rier standards with our security systems,” 
McLauchlin said. “We’ve heard from sev-
eral drug enforcement agents that the drug 
problem is now more likely to happen while 
the ships are at anchor out in the harbors.”

Phase II. During the nextyear, MIT part-
ners will invest an additional $100 million 
for expanding the terminal. The expansion, 
which started in January, includes building 
an extra 600 meters of container berth and 
16 more hectares of container yard. Addi-
tional gantry cranes will be ordered.

MIT also has plans for offering container 
stuffing and stripping services at the facility.

The expansion project will include direct 
road access to the Colon Free Trade Zone, 
which is adjacent to MIT. The free trade zone 
handles about $ 11 billion in trade each year.

To make access easier to the terminal, 
MIT has built another channel through the 
canal breakwater wall. Vessels no longer 
have to enter the jurisdiction of the Panama 
Canal Authority to reach the terminal.

Improvements and expansion of MIT are 
in anticipation of increased terminal com-
petition in the region. Evergreen Line is 
expected to complete construction of its 
new terminal in Coco Solo next year.

Looking West. Recently, SSA and 
Motores, with interest from Maersk, have 
placed a bid with the Panamanian govern-
ment to develop a similar type of terminal 
on the west side of the canal at Balboa.

“We believe that our success in 
Manzanillo will help us win the bid for 
Balboa,” McLauchlin said. “Once we re-
ceive the go-ahead, we’ll commence build-
ing.” The bid is expected to be awarded by 
the summer.

Though Maersk is included in the partner-
ship for building a Balboa terminal, he said 
that all carriers will be served equally. ■
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Brokers, Forwarders & NVOs
By Richard Knee, (415) 495-6748, FAX (415) 495-6750

Uncle Sam may owe your client some money
If you’re a forwarder and your exporter client has been paying 

harbor maintenance fees, he may well be due a refund from the 
federal government.

And you, as his freight forwarder, should advise him of the fact, 
says Peter A. Friedmann, who represents both forwarder and 
shipper interests in Washington.

Friedmann is executive director of the Pacific Coast Council of 
Customs Brokers & Freight Forwarders Associations and of the 
Agriculture Ocean Transportation Coalition.

“Some 1,800 exporters have filed a summons with the CIT (U.S. 
Court of International Trade) and are standing in line to get a refund,” 
he said at the AgOTC’s recent annual meeting in San Francisco. If 
you are a forwarder, I think you are under obligation to advise your 
exporters that they may have some money coming back.”

The CIT has declared that exporters must file their summonses 
individually, rather than as a class action, he said.

Cloudy picture on Line Release renewal
U.S. Customs is apparently having difficulty getting informa-

tion on how many truckers are signing up for a pre-arrival clearance 
program for shipments entering the country from Mexico.

After the sign-up deadline of July 5, the only solid numbers came 
from Customs’ port at Nogales, Ariz., and it was a mixed report. 
The public affairs office at Customs headquarters in Washington 
was still trying to track down information the following week.

Customs suspended the program, called Line Release, late last 
year under pressure from U.S. Sen. Dianne Feinstein, D-Calif. 
Feinstein was responding to reports that cargo containers and 
trailers had become a conduit for illegal drugs.

The agency is insisting that truckers wishing to participate in the 
renewed Line Release program sign an agreement that they will 
take certain steps to prevent drug traffickers from using their rigs.

And importers and customs brokers wanting to participate must 
use only those truckers signing the agreement.

At Nogales, three truckers have been certified for participation 
and the applications of nine others were pending, said Celia de la 
Ossa, Customs’ chief inspector for cargo there.

Mexican produce shippers or “sheds” use independent truckers, 
who are not signing up because they are located in Mexico’s 
interior and do not know who will be driving the trailers across the 
border, De la Ossa said. Produce shipments account for about 75 
percent of the transborder volume during the peak season from 
December to June and about 25 percent the rest of the year, she said.

Customs to target farm, textile imports
U.S. Customs plans soon to increase scrutiny of cargo and docu-

mentation for farm goods and textiles entering the country through 
gateways between northern and central California and Utah.

Customs said it is targeting those commodities and entry points 
— the San Francisco Bay area; Fresno, Calif.; Reno, Nev., and Salt 
Lake City — because they are far below the national average in 
compliance with customs regulations on such things as tariff 
classification and country-of-origin marking.

Tom O'Brien, trade compliance director at Customs’ San Fran-
cisco port, told the Customs Brokers & Forwarders Association of

Northern California to expect increases in cargo examinations and 
entry-summary reviews for textile and agricultural shipments.

Panalpina reports 15 percent increase in profit
Panalpina, the Swiss forwarding company, reported a 15 percent 

jump in operating profit to SFr24 million ($21 million) for 1995, 
from SFr21 million in 1994.

However, gross profit before financial items was static, at SFr692 
million ($602 million), compared with SFr691 million in 1994.

Gross total revenues of the group dropped 7 percent, to SFr3.72 
billion ($3.23 billion) and net total revenues excluding duties and 
Customs revenues rose by only 5 percent, to SFr2.69 billion ($2.34 
billion). Panalpina said growth of its airfreight and sea freight 
activities were not fully reflected in the Swiss Franc revenue 
figures, because of the appreciation of this currency in 1995.

The company cited “large restructuring costs in Austria and 
Colombia” as the main causes of a 9 percent decline in 1995 net 
profit, to SFr23 million ($20 million). Panalpina, however, 
called its results “highly satisfactory” in the face of “a sluggish 
economy, difficult market conditions in certain areas and adverse 
currency movements.”

Airfreight and seafreight continued to dominate Panalpina’s 
activities in 1995. Airfreight generated 45 percent of group gross 
profit, compared with 37 percent for seafreight, 14 percent for 
overland transport and 4 percent for others.

Broken down by region, 25 percent of Panalpina’s gross profit 
stemmed from Europe, 24 percent from North America, 24 percent 
from Asia, 14 percent from Africa, 11 percent from Latin America 
and 2 percent from Australia.

Export confidentiality proposal furor seen
A U.S. Customs proposal to make it easier for U.S. exporters to 

keep their names and information on their goods confidential is 
likely to touch off a furor, says a leading spokesman for forwarders 
on document automation issues.

Currently, exporters must send requests for such confidentiality 
to Customs on company letterhead stationery. A proposed rule 
that Customs expected to publish in the Federal Register would 
permit exporters or their forwarders to file such requests through 
the Automated Export System, said Wayne Burl, who chairs the 
AES committee of the National Customs Brokers & Forwarders 
Association of America. Exporters and forwarders now use AES to 
file shipper’s export declarations electronically.

Burl, assistant vice president of transportation for A.N. Deringer 
in St. Albans, Vt., said the proposal is likely to be criticized on 
freedom-of-information grounds from import-export data gather-
ers such as the Journal of Commerce.

IANVOCC puts off part of meeting agenda
When the International Association of NVOCCs held its triannual 

meeting in Alexandria, Va., in mid-June, the group put off the 
public portion of the gathering until its fall meeting Sept. 9-10. It 
will be at the same site.

Laurie A. Olson, the association’s executive director, said the 
postponement was due to a busy schedule during the meeting’s 
closed-door session.
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The group wanted to focus on a professional training program, 
which it hopes to give a test run this month in New York and 
possibly in Los Angeles, and to launch fully after the September 
meeting, Olson said.

The training program is on the agenda for that session. Also on 
the slate are an address by Federal Maritime Commission member 
Delmond Won on proposed shipping-law reform, and discussions 
of hazardous-materials regulation changes, particularly in W is-
consin; overweight containers; customs-related issues; and the 
Interstate Commerce Commission Termination Act. To register or 
obtain additional information, phone Olson at (847) 697-3788.

NCBFAA sets Washington m eeting Sept. 16-17
the National Customs Brokers & Forwarders Association of 

America will hold its annual government affairs conference Sept. 
16-17 in Washington. Speakers will include key legislators and 
government officials. For information, contact NCBFAA at (212) 
432-0050, fax (212) 432-5709, e-mail staff@ncbfaa.org.

Kintetsu launches animal transportation unit
Kintetsu World Express (USA) has established Kintetsu Blue 

Grass Inc., a subsidiary that will specialize in transportation of 
racehorses, other animals and related cargoes. Initially, the 
company’s main business will be shipments of thoroughbreds from 
the U.S. to Japan, with some horse transport also being carried out 
between Europe and Japan and Japan and the U.S.

LEP appoints W illiams director, Latin Am erica
Eric J. Williams has been named director, Latin America, by 

LEP Profit International, based in Miami. For the last six year, 
Williams has been managing director of Latin American sales for 
Federal Express. Earlier he was director and general manger for 
Emery Air Freight’s Latin American and Caribbean region.

Barthco, Kurz-Allen to m erge in Philadelphia
Barthco International, aPhiladelphia-basedcustoms broker andfreight 

forwarder, has agreed to merge with Kurz-Allen, a broker and forwarder 
with offices in Harrisburg, Pa.; Baltimore, New York and Philadelphia.

Carm ichael opens Chicago office
Carmichael International Service has opened a Chicago-area 

office at 1000 Tower Lane, Suite 350, Bensenville, 111. 60105. Los 
Angeles-based Carmichael also has offices in San Francisco, 
Seattle and New York. V. Afsar Mahmood is Expeditors’ manag-
ing director for Pakistan.

Emery buys Hungarian air-fre ight agency
Emery Worldwide has acquired the air freight department of 

Mavtranssped, the wholly owned freight agency of Hungarian 
national Railways.

Emery, the forwarding and customs brokerage subsidiary of 
Consolidated Freightways, called the acquisition a step in its 
expansion in Central and Eastern Europe. Istvan Krajnyak, 
M avtranssped’s former air freight manager, has been appointed 
Emery's general manager for Hungary, based at the Budapest 
airport.

Expeditors opens Lahore, Karachi offices
Expeditors International of Washington said it has opened full- 

service offices in Karachi and Lahore under the name Expeditors 
International Pakistan Pvt Ltd.

The company’s Middle Eastern network has grown over five 
years to comprise offices, agents and international service centers 
in 29 cities. Seattle-based Expeditors offers air and ocean freight 
forwarding, supplier consolidation, customs clearance, cargo in-
surance, distribution and logistics services.
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Ecu-Line expands in Latin Am erica
Ecu-Line has opened new offices in Arica, Chile, La Paz, 

Bolivia, and Montevideo, Uruguay.
The Arica office, under the name Flamingo Line de Chile, is 

headed by Carlos Estrada. The office is responsible for traffic to 
Bolivia and on-forwarding into the Iquique/Antofagasta area.

The La Paz office, Flamingo Line de Bolivia, will arrange 
distribution throughout Bolivia. Main destinations served regu-
larly are Santa Cruz, Cochabamba, Oruro and Sucre.

The Montevideo office, Flamingo Line Uruguay, handles 
groupage shipments and full-containerloads to and from Uruguay.

MS AS opens Japan/Korea office
MSAS Cargo International has opened a regional headquarters 

in Tokyo to serve the Japan/Korea market. Staff in existing city 
offices in Shibaura, Nihonbashi and Shinjuku and from the 
Kchikawa, Chiba, office and warehouse have relocated to the new 
location in Oi.

DCL upgrades facilities in Ecuador
Direct Container Line’s Ecuadorian agent, PacificLink, has 

opened a leased bonded warehouse in the Guayaquil port area. 
DCL said the warehouse provides LCL cargo availability 24 hours 
after the vessel’s arrival, security against pilferage, 15 days of free 
storage, and in-bond storage.

Em ery opens branch in Buenos Aires
Emery Worldwide has opened a branch office and terminal in 

Buenos Aires. Previously, Emery had operated through a local 
agent. Emery said it also plans to acquire additional office space at 
Ezeiza Airport, 28 miles from the city, to speed documentation and 
customs clearance of air cargo.

AEI appoints m anager of Asian developm ent
AEI, the big Darien, Conn.-based forwarder, has appointed Jeff 

Kristol manager of Asian development, based in Los Angeles. He 
has more than 15 years of transportation experience.

NVOCC service announcements...

Norton Line launches Far East service
The Norton Line, the NVOCC subsidiary of Norton Lilly 

International, has launched a Far East service between major ports 
in China and the United States.

The service, provided through a partnership arrangement with 
Yai Tai International, uses Yai Tai’s Class “A” forwarding license 
in China. The service features weekly sailings and full intermodal 
service, LCL service and customs clearance in China.

LEP Profit expands Puerto Rico capacity
LEP Profit International has expanded its overnight air-cargo 

capacity between U.S. Midwestern cities and San Juan, Puerto 
Rico.

The freight forwarder now uses a stretch DC8-63 plane with
100,000 pounds of cargo capacity for week-night flights from San 
Juan to Columbus, Ohio. The plane replaces a smaller DC-8 that 
began flying the route in March.

CF M otorFreight launches LCL service to Brazil
CF MotorFreight’s non-vessel-operating common carrier ser-

vice has begun weekly less-than-containerload service to Brazil. 
Shipments move by truck to CF’s ocean freight consolidation 
facilities and then by ocean to Sao Paulo, Santos or Rio de Janeiro, 
from where CF partner companies provide customs brokerage and 
delivery in Brazil.
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Shippers’ Case Law
Abstracts by R obert M ottley

Appeals court reinstates arb itrators ’ ruling
Because federal courts are generally reluctant to second-guess 

maritime arbitrators, a ruling last year by U.S. District Judge Dan 
M. Russell Jr., in the Southern District of Mississippi, raised 
eyebrows in the close-knit professional community of arbitrators.

Russell reversed the decision of an arbitration panel in a dispute 
between Dole Ocean Liner Express and the Georgia Vegetable 
Co., saying that although “judicial review of arbitration awards is 
extremely limited,” such agreements “do not grant arbitrators carte 
blanche." When “an arbitrator exceeds the express limitations of 
his contractual mandate,” judicial deference should end, he said.

In 1993, Dole had agreed to supply Georgia Vegetable with 40- 
foot containers to carry vegetables from Nicaragua to the U.S. on 
Dole’s ships. In the case at hand, Georgia Vegetable acted as 
marketing manager for Manprosa, a Nicaraguan company, which 
owned cargoes of onions being shipped north.

Court papers said Dole, “faced with a rather severe container 
shortage,” restricted their dispersal to other countries. Georgia 
Vegetable had contracted for 170 containers to carry Manprosa’s 
onions. Dole shipped 12. Using another carrier, Georgia Vegetable 
managed to ship 96 containers, 62 but containers of onions were 
never shipped, and the goods perished in a Nicaraguan port.

Unable to agree on damages, Dole and Georgia Vegetable 
turned their dispute over to a three-man arbitration panel, ar-
ranged by the Society of Maritime Arbitrators of the New 
Orleans Board of Trade. The panel held sessions, beginning in 
May 1995, at the U.S. District Court in Biloxi, Miss.

Both Dole and Georgia Vegetable had, in their original 
contract, a default clause that restricted shipper and carrier to 
collecting only $500 per container should something go amiss. 
The arbitration panel determined that the $500 per container 
liquidated damage provision “in no way meets the requirements 
of just and reasonable compensation for the loss,” and ordered 
Dole to pay Georgia Vegetable and Manprosa $651,113.

Russell ruled on Nov. 22 that the arbitrators had exceeded their 
authority by not sticking to the $500-per-container limitation, and 
were wrong to award $550,606 of the $651,113 to Manprosa,” 
which Russell called “a non-party” to the original contract.

Georgia Vegetable appealed the lower court’s ruling. On June 
6, the 5th U.S. Circuit Court of Appeals reversed Russell’s 
decision. The appellate panel noted that “whatever our belief 
about the enforceability of the liquidated damages clause may 
be, it is clear that the arbitration panel had the power to determine 
that it was not a reasonable pre-estimate of damages and there-
fore void.” The arbitrators “did not exceed their powers” by 
finding “as a matter of law, that it was void.”

As for Manprosa being a “non-party” to the original contract, 
the appeals court noted that “because the arbitration was be-
tween Dole and Georgia Vegetable, the entire amount should 
have been awarded to Georgia V egetable... Dole was aware that 
Georgia Vegetable was Manprosa’s agent, and as such should 
have been aware that Manprosa’s agent would enforce the 
contract on behalf of the principal.”

The appeals court remanded the case to the district court with 
instructions “to reinstate the arbitration panel's award.” And, in a 
pointed reminder to Russell, the higher court reiterated its

guidelines for meddling in arbitration: ‘ ‘Our review of the arbitrator’s 
award is very deferential, and we should set aside that decision only 
in narrow circumstances. As we said in [ “Gateway Technologies, 
Inc. v. MCI Telecommunications Corp., ” 64 F.3d 993, 996 (5th 
Cir. 1995)], such an award shall not be vacated unless (1) it was 
procured by corruption, fraud, or undue means; (2) there is 
evidence of partiality or corruption among the arbitrators; (3) the 
arbitrators were guilty of misconduct which prejudiced the rights 
of one of the parties, or (4) the arbitrators exceeded their powers.” 
[Dole Ocean Liner Express v. Georgia Vegetable Co.; U.S. 
Court o f  Appeals, Fifth Circuit, No. 95-60780; lower court 
docket: Civil Action No. 1:95-CV-407RR]

Storage is not transit
The International Trading Co. sent tins of canned ham from 

Denmark to Safeway Stores in Stockton, Calif. Four carriers 
were involved: Hapag-Lloyd A.G., which shipped the ham by 
sea to Oakland, Calif., Can Transport Inc., which delivered the 
unloaded ham by truck to Sacramento, Crystal Ice & Storage, 
which stored the ham in Sacramento, until D&D Services 
delivered it by truck and unloaded it at Safeway’s meat plant in 
Stockton. At the end of that intermodal journey, the ham sat in 
the Safeway plantfor 11 days before Safeway employees opened 
it and discovered it was frozen. ITC rescinded the sale and 
collected $53,243, the net loss for the ham, from its insurer, Galt 
G/S., which then sued the four carriers.

Hapag-Lloyd denied that any of the carriers had damaged the 
shipment, arguing that Safeway employees froze the ham in the 
eleven days after receiving and before opening it. The ocean 
carrier then paid Galt $13,500 to settle the principal cargo 
damage action, and to acquire Galt’s third-party claim against 
Safeway. A federal district court ruled that Safeway was liable 
for the entire net loss to Hapag-Lloyd on the claim assigned by 
Galt, but declined to consider the ocean carrier’s claim for 
indemnification for the costs of settling with the insurer.

The 9th U.S. Circuit Court of Appeals reversed the lower court, 
finding that admiralty jurisdiction did not exist in this case.

“Neither Safeway ’ s freezing the ham at its Stockton plant nor 
Galt or Hapag-Lloyd’s resulting injuries (needless insurance 
payments and ligitation exposure, respectively) occurred on 
navigable waters or (were) related to traditional maritime activi-
ties,” the appellate panel said.

As for Hapag-Lloyd’s claim of indemnification, “we conclude 
that the cargo damage claim and the indemnification claims arise 
from difference occurrences, whether the carriers mishandled the 
ham duri ng transit, or whether Safeway stored the ham improperly. 
The two occurrences are separated by the carriers’ relinquishing 
control over the ham. They are also separated in time. Accordingly, 
the district court erred in exercising ancillary jurisdiction over the 
California indemnification claims against Safeway.

“We recognize that this result means that Hapag-Lloyd may 
have to press its claims against Safeway in a second suit in state 
court. However, this outcome is sometimes unavoidable in a 
federal system,” the appeals court concluded.
[Galt G/S, v. Hapag-Lloyd AG, et al., v. Safeway Stores Inc.; 
Ninth U.S. Circuit Court o f  Appeals, No. 93-16521, 93-16601]

AMERICAN SHIPPER: AUGUST 1996 69



REGIONAL

HICKOK TO HANJIN. Clifton F.Hickok 
has joined Hanjin Shipping as assistant gen-
eral manager of corporate sales and market-
ing, a new position in Hanjin’s U.S. corporate 
headquarters in Paramus, N.J. Hickok, who 
will be responsible for overall pricing and 
global contract development, spent 20 years 
with American President Lines, most re-
cently as director of eastern sales.

LEASED-BOX FLEET GROWS. The
Bedford, N. Y.-based Institute of International 
Container Lessors says its annual survey 
shows that the world’s leased-container fleet 
stood at 4.3 million TEUs at the start of the 
year, an increase of 7.4 percent from a year 
earlier. IICL said the percentage of 40-foot 
boxes in the fleet was 61.77 percent, close to 
the 61.83 percent of a year earlier. Twenty- 
footers comprised 37.99 percent of major 
lessors’ fleets.

VIRGINIA TRADE CONFERENCE. The
48th annual Virginia Conference on World 
Trade will be held Oct. 20-22in Williamsburg, 
Va. For information, contact the Virginia 
Chamber of Commerce, 9 South Fifth St., 
Richmond, Va. 23219, phone (804) 644-1607.

RUSSIAN TOP KINGS POINT GRAD.
Gregoriy A. Kornilov of Novorossiysk, Rus-
sia, has become the first Russian valedicto-
rian at the U.S. Merchant Marine Academy at 
Kings Point. Kornilov, one of three Russian 
nationals to graduate from Kings Point this 
year, earned the valedictorian designation by 
attaining the highest grades in his 190-mem-

ber class. Last year four students from the 
Russian federation, the first from their nation 
to attend Kings Point, were among academy 
graduates. All of the Russian students have 
been sponsored by the Russian shipping com-
pany Novoship, which paid their tuition.

U.S.RAILCAR FLEET. The U.S. railcar 
fleet is at its highest level since 1989, accord-
ing to the Association of American Rail-
roads. As of April 1, railroads, shippers and 
private car companies owned 1,222,090 
freight cars, up from 1,218,927 onJan. 1 and 
1,189,909 on April 1, 1995, the AAR re-
ported. Harvey A. Levine, the AAR’s chief 
economist, said additions to the fleet contin-
ued to outpace retirements of old cars. He 
said the freight car fleet has grown by more 
than 4 percent— or more than 50,000 freight 
cars —  since the beginning of 1993.

ABS SEMINARS. The American Bureau 
of Shipping and Enercon Group will spon-
sor seminars in New York on marine cus-
tody transfer, petroleum measurement and 
loss control Aug. 20-23 and charter parties, 
laytime and demurrage Aug. 26-29. For 
information contact David Callahan by fax 
at (713) 874-6522.

ROBBINS FLEISIG. Richard MacMahon 
has been promoted to general manager of 
operations for Robbins Fleisig Forwarding 
in New York. MacMahon has been with 
Robbins Fleisig for more than six years.

‘K’ LINE PRICING. “K” Line America 
has named Gregory P. Polaski general man-
ager of westbound pricing and Ian A. Duthie 
supervisor of westbound pricing. Polaski 
has been with “K” Line since 1991, most 
recently as eastbound sales manager based 
in Newport Beach, Calif. Duthie joined 
“K” Line last year as a westbound pricing 
analyst. Tina Masington and Christopher 
Leubbers have been appointed logistics 
managers. Bothjoined the company in 1994 
as planning analysts. Alan Silber has been

promoted to general manager, liner budget. 
NORTON LILLY. Weili Zhou has been 
promoted to general manager, Far East, for 
Norton Lilly International. Zhou joined the 
Secaucus, N.J.-based company in 1986.

GULF & ATLANTIC. Robert J. Shay has 
been appointed project manager for Gulf & 
Atlantic Maritime Service Inc. Shay has more 
than 25 years experience in the field of proj ect 
cargoes and chartering. He was director of 
project services for Lykes Bros. Steamship 
Co. Inc. He also served as operations man-
ager for Industrial Maritime Carriers for the 
Pacific Rim, and vice president of Caribbean 
service for Colonial/Gulfship Marine.

COLUMBIA COASTAL TRANSPORT.
The company has opened offices in Nor-
folk, Va. and Baltimore, to support Colum-
bia Coastal’s new twice-weekly container 
feeder service between Norfolk and Balti-
more. Max Kowalski has been named port 
manager in Norfolk and Donovan Murry, 
port manager in Baltimore. Kowalski has 
more than 25 years of transportation and 
port management experience, most recently 
as intermodal transportation manager for 
Ceres Marine Terminals Inc. in Norfolk. 
Murray has been with Columbia Coastal 
since August 1993 and has served as port 
manager in Baltimore since August 1995.

CONSOLIDATED DELIVERY. Consoli-
dated Delivery & Logistics, a same-day 
ground and air delivery company, has named 
Robert Wyatt, Andrew Kronick and Michael 
Brooks managers for its Manhattan, North-
east and Southeast regions, respectively.

IICL INSPECTOR EXAMS. The Insti-
tute of International Container Lessors will 
hold its next container and chassis inspec-
tors’ certification examinations Nov. 23. The 
chassis inspectors’ tests will be held in the 
U.S. only. For information, contact IICL at 
P.O. Box 605, Bedford, N.Y. 1050-6, fax 
(904) 234-3641.
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S.C. PORT AUTHORITY. Bernard S. 
Groseclose has been named president and 
chief executive officer of 
the South Carolina State 
Ports Authority. He joined 
the port authority in 1985 
and currently is director of 
planning and develop-
ment. He also has been 
executive assistant to Port 
Director W. Don Welch, 
who retires at year end. L.
Duane Grantham, who has 
been director of sales and 
marketing, was named 
executive vice president 
and chief operating officer.
Grantham joined the port 
authority in 1986 as direc-
tor of sales and marketing 
after six years with United 
States Lines. The appointments will become 
effective Jan. 1. Welch, who has headed the 
port authority for 26 years, will stay on for six 
months as a consultant.

JACKSONVILLE PORT. Kenneth R. 
Krauter has taken over as managing direc-
tor of the Jacksonville Port Authority, suc-
ceeding Cliff Mendoza, 
who resigned. Krauter 
had been chief executive 
officer of the Saint John 
Port Corp. in Saint John,
New Brunswick, since 
1986. He was CEO of the 
Prince Rupert Port Corp. 
in British Columbia from 
1980 to 1986 and before 
that worked five years with Vancouver In-
ternational Airport. The Jacksonville Port 
Authority oversees both the city’s seaport 
and airports.

PORT OF PALM BEACH. Edward R. 
Oppel has succeeded Benson B. Murphy.
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who retired, as executive director of the 
Port o f Palm Beach. Oppel had been ex-
ecutive director of the Bridgeport Port Au-
thority in Connecticut. Louis J. Perez has 
been named deputy port director of busi-
ness development. Before moving to Palm 
Beach, Perez spent eight and a half years as 
marketing and trade development director 
at Port Canaveral. Earlier he was in sales 
management for Hyundai, Norton Lilly, 
Kerr Steamship and Am erican Export 
Lines.

W ILM INGTON DREDGING. The
Army Corps of Engineers is finishing work 
on dredging the ocean bar entrance to the 
Port of Wilmington, N.C., to its authorized 
depth of 40 feet. The work started in Octo-
ber 1994. The channel project depth inside 
the Cape Fear River is 38 feet. The North 
Carolina State Ports Authority and the Corps 
of Engineers are seeking authorization in 
this year’s water-projects legislation to 
deepen the river to 44 feet at the ocean bar 
and 42 feet inside the river.

STANDARD WAREHOUSE. Standard 
Warehouse Co., a Columbia, S.C.-based 
provider of third-party logistics, has won a 
contract to run a 204,000-square-foot con-
tract distribution center in Greenville, S.C., 
for Bayer Corp. The distribution center 
ships dyes and pigments, rubber, flam- 
mables and other chemicals to Bayer’s 
southeastern  cus-
tom ers, including 
Du Pont, Michelin 
and G oodyear.
Bayer now operates 
more than 7 million 
square feet of ware-
house space.

M E T A S Y S 
CONTRACT. Gates 
Rubber Co. has con-
tracted with Metasy s 
Inc., a C harlotte,
N.C.-based provider 
o f transpo rta tion  
management soft-
ware, for software 
to support inbound 
and outbound ship-
ments of domestic 
and in te rnationa l 
freight. The soft-
ware will be installed 
at Gates headquar-
ters in Denver and 
at distribution and 
manufacturing loca-
tions across North 
America.

GATX LOGISTICS. David Poitevint has 
been named manager of marketing analysis 
for the Jacksonville-based contract logis-
tics company. Poitevint worked for AT&T 
Universal Card Services as new product 
development manager. He previously held 
marketing positions with Westminster Pub-
lications and Barnett Bank of Florida.

ALIANCA LINES MIAMI OFFICE.
Empresa de Navegacao Alianca has opened 
a new office in Miami. The address is 8410 
N.W. 53rd Terrace, Suite 210, Miami, 
33166. Phone (305) 594-3879, fax (305) 
470-9681. Alianca Lines operates a weekly 
service between the U.S. East Coast and 
Brazil, Argentina, Uruguay and Paraguay.

LANPORT EQUIPM ENT SALES.
LanPort Inc., based in Savannah, has opened 
a division to handle sales of used containers 
and chassis. The division recently acquired 
additional inventory from several large leas-
ing companies. The company’s Intermodal 
Equipment Sales Division is managed by 
Dudley New, district sales manager.

WAREHOUSING COURSE. TheLogis 
tics Institute at Georgia Tech will hold a 
course on warehousing Sept. 9-13 in At-
lanta. For information, contact the institute 
at (404) 894-2343, or call the institute’s 
automated information line at (404) 894- 
1714.
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GLOBALPLEX TERMINAL. A cement 
storage and transfer terminal will be devel-
oped at the Globalplex Terminal along the 
Mississippi River in Reserve, La., betwen 
New Orleans and Baton Rouge. Holnam Inc. 
has leased the site, which will be managed by 
Hall-Buck Marine and will used primarily 
for unloading ships and loading river barges. 
The cement transfer terminal is scheduled to 
begin operation in the fall of 1997. Globalplex, 
which covers more than 200 acres, is owned 
by the Port of South Louisiana, whose juris-
diction covers the Mississippi River between 
the ports of New Orleans and Baton Rouge.

ASHLAND CHEMICAL. The Dublin, 
Ohio-based company has acquired the as-
sets of the South American business of the 
Dearborn M arine Group, a shipboard 
chemical supplier of W.R. Grace & Co. 
The Dearborn M arine Group supplies 
chemical products to South American car-
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riers and international vessels that travel 
between South America and ports around 
the world. The purchase price was not dis-
closed.

ASSOCIATED INTERNATIONAL.
Diana Bergeron has been named interna-
tional manager, based in Dallas, for Associ-
ated International, a freight forwarder. In 
addition to responsibilities for Associated’s 
Southwest region, Bergeron is Mexico route 
coordiantor for the company ’ s new partner-
ship with Braniff Transport Carga S . A. She 
had been with Right-O-Way Transporta-
tion and earlier held international opera-
tions and sales posts w ith A m erford 
International, Panalpina and DHL.

HUB CITY TENNESSEE. Hub Group 
has agreed to buy the limited partnership 
interest of Hub City Tennessee, L.P., for 
$2.5 million in cash. Hub Group already 
owns the general partnership in Hub City 
Tennessee and the purchase will give Hub 
Group complete ownership.

CON-WAY TRUCKOAD SERVICES.
Calvin C. Swank has been named controller 
for Con-Way Truckload Services, based in 
Fort Worth, Texas. He had been manager of 
quality assurance for the previous year.

MELTON TRUCK LINES. Christie 
Fritch and Chris B owersox have been named 
regional m arketing representatives for 
Melton, based in Tulsa, Okla. Fritch joined 
Melton a year ago as marketing assistant. 
Bowersox worked as Southeast regional 
manager for Q Carriers Inc. and as area 
sales manager for Team Air Express.

PORT OF CATOOSA. The Oklahoma 
port handled 184,287 tons of cargo in 80 
barges in May, a 46 percent gain over the 
101,257 tons in 56 barged handled a year 
ago. The increased tonnage consisted largely 
of bulk liquid products.

SCHNEIDER SELECTED. Schneider 
Dedicated Operations has been selected as 
a transporta tion  partner for the new 
Mercedes Benz U.S. International Inc. plant 
in Tuscaloosa County, Ala. Schneider Dedi-
cated will be the collection route carrier for 
suppliers in Canada, Mexico and the U.S.

APL AUTOMOTIVE LOGISTICS.
American President Lines has appointed 
two managing directors for its Detroit- 
based automotive logistics group, which 
provides logistics and transportation ser-
vices for Ford, General Motors, Toyota 
and other companies. Tom Tercala has 
been appointed managing director, North 
America, based in Detroit. Tetsuzo "Ted” 
Nakajima will be managing director, Asia, 
based in the Tokyo area. Tercala joined 
APL’s automotive logistics group in 1994 
as manager of sales and marketing, and 
later became senior manager. Nakajima 
joined APL in 1987 and most recently was 
responsible for APL’s transpacific and 
Asia-Europe automotive business.

NTE SYSTEM. Allied Buying Corp., a 
Chicago-based buying cooperative of res-
taurant supply and equipment distributors, 
is conducting a test o f the truck-freight 
database operated by National Transporta-
tion Exchange of Downers Grove, 111. NTE 
is an electronic marketplace that matches 
shipments with available capacity moving 
in the same traffic lanes at the same times. 
The concept is similar to the NASDAQ 
electronic stock-trading system. Allied will 
test the NTE system for six months.

OUTSOURCING LOGISTICS. A semi-
nar on outsourcing logistics will be held Aug. 
8-9 in Chicago by the Strategic Research 
Institute. Speakers will include Carla Reed, 
global accounts director, Encompass; Tom 
Escott, vice president, Caliber Logistics; 
Robert J. Laird, vice president, Nedlloyd 
Flowmasters (USA); John Fontanella, op-
erations d irec to r, M icrosoft; D ennis 
McPoland, vice president, logistics, Skyway 
Freight; WilliamD. Zollars, seniorvice presi-
dent, Ryder Dedicated Logistics; Bob 
Corcoran, third-party program manager,
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H ew lett Packard  L og istics; Thom as 
McDonnell, information technology man-
ager, Becton Dickinson supply chain ser-
vices division; Robert Harris, manager, 
strategic logistics, Motorola Semiconductor 
Products; and Jim Powell, president, Trans-
portation Development Group. For informa-
tion, call (800) 599-4950.

SUPPLY CHAIN INTEGRATION.
The International Quality & Productivity 
Center will offer a seminar on supply chain 
integration, Sept. 18-20 at the Hotel Sofitel, 
Rosemont, 111. Professionals from 13 com-
panies, including A.T. Kearney, Lucent 
Technologies, Pepsico, Dow Chemical, 
3M, Quaker Oats and IBM, will share 
techniques to increase customer satisfac-
tion, efficiency and profitability. The cen-
ter can be reached by phone (800) 882-8684, 
e-mail, info@iqpc.com, or at its website: 
www.iqpc.com.

LANDSTAR LOGISTICS. L andstar 
Logistics, a subsidiary of Landstar Sys-
tem, has moved its automotive logistics 
center to 42000 West Six Mile Road, 
Northville, Mich. 48167. A1 Balgorsky, 
vice president of automotive sales, is based 
there, along with Jim Dunmead, managing 
director, logistics, and Tony Paulk, opera-
tions manager.

LOADLINK INC. Julie G. Wittig has 
been appointed director of product devel-
opment for the Addison, 111.-based sup-
plier of transportation-related software and 
value-added network services to shippers. 
W ittig’s duties include serving as project 
manager for advanced rail and EDI-based 
transportation management systems. She 
joined Loadlinkfrom the Burlington North-
ern Santa Fe Railroad, where she devel-
oped and supervised the EDI effort for the 
railroad’s marketing department.

DISTRIBUTION SCIENCES INC.
Elizabeth M. Dunham has been named 
manager of marketing services by DSI, a 
Des Plaines, 111.-based provider of trans-
portation software and services for freight 
rating, routing, consolidation and freight- 
payment audit functions. Before joining 
DSI, Dunham was marketing manager for 
Smith, Bucklin & Associates in Chicago.

JENKINS TO HEAD IFPWA. Michael 
L. Jenkins, president and chief executive 
officer of the American Warehouse Asso-
ciation and Canadian Association of W are-
housing and Distribution Services was 
named world president of the International 
F ed era tio n  o f P ub lic  W areh o u sin g  
Assocations. Jenkins will serve as host of

IFPW A’s next annual congress, to be held 
April 9-12 in Washington, D.C. The IFPWA 
comprises warehouse associations in 15 
member countries: Brazil, China, Cyprus, 
France, Greece, Iran, Israel, Italy, Japan, 
Mexico, Spain, Switzerland, United King-
dom, United States and Canada.

MSAS CARGO INTERNATIONAL.
The Burlingame, Calif.-based logistics 
company has opened a branch office in St. 
Louis to serve customers in Missouri and 
the south central Midwest. The office is 
headed by Rainer Sikora and Linda Dolgin. 
Sikora has 13 years o f air freight forward-
ing experience in Germany and three years 
in the North American market. Dolgin has 
12 years of experience in the forwarding 
industry. The office is located near St. 
Louis International Airport (Lambert Field) 
at4530 Woodson Rd., St. Louis, Mo. 63134. 
Phone (314) 427-8484, fax (314) 427-8633.

ALIANCA LINES. E m p resa  de 
Navegacao Alianca has opened an office in 
Chicago and named Don Guinter as re-
gional sales manager. Guinter has nearly 
20 years of transportation industry experi-
ence. The new office is located at 8501 W. 
Higgins Rd., Chicago, 60631. Phone (312) 
714-8815, fax (312) 714-8817. Alianca 
operates a weekly Brazilian-flag service 
with Columbus Line between the East Coast 
of South America and the U.S. and Canada.

ANTILLES FREIGHT. The M iam i- 
based non-vessel-operating common car-
rier named M idwest Freight Agency as its 
receiving station in Chicago. A ntilles 
Freight offers weekly sailings from Miami 
to A ntigua, Barbados, Guyana, Haiti, 
Kingston and Montego Bay, Jamaica and 
Trinidad.

CLM COURSE DIRECTORY. The
Council o f Logistics Management, based 
in Oak Brook, 111., has issued its Directory 
of Logistics-Related Courses. The booklet 
includes 71 schools that offer logistics- 
related courses, both domestically and in-
ternationally. To obtain a copy, contact 
Janine M. Tomczak at (708) 574-0985 or 
send an e-mail message to the council at 
clmadmin @clm 1 .org.

WAREHOUSE ASSOCIATION. The
American Warehouse Association, based 
in Park Ridge, 111., has issued its 1996 
education catalogue, which provides de-
tails o f educational seminars on warehous-
ing issues. To obtain a copy, call Ann 
Christopher or Michelle Calhoon at the 
association, (847) 292-1891, or e-mail at 
Logistx@ aol.com.

APL SEATTLE TERMINAL. Ground 
has been broken on a $260-million project 
to double the size of the American Presi-
dent Lines container terminal in Seattle 
that will be used by APL and its Global 
Alliance partners OOCL and Mitsui O.S.K. 
The expansion, to be completed in the fall 
of 1998, will increase the terminal’s size 
from 83 to 160 acres, and expand berthing 
area from 2,500 feet to 2,900. The terminal 
will have on-dock rail facilities for assem-
bly of two stacktrains at once.

LA PORT BUDGET. The Los Angeles 
port commission adopted a $410.9 million 
budget for the fiscal year that began July 1. 
The package projects an 8.6 percent in-
crease in operating expenses, to $106.4 
million, and a 5.4 percent decrease in rev-
enue, to $186.5 million. It also calls for 
spending $426.5 million on capital im-
provements, including completion of ma-
jor elements of the port’s Pier 300/400 
marine terminal complex that will house 
American President Lines’ new container 
facility and a coal-export facility; a pair of 
dredging projects; construction of an 
intermodal container transfer yard on Ter-
minal Island; and various highway and rail 
projects.

OAKLAND CONTAINER CRANE. A
new, $7 million container crane arrived at 
Oakland, giving the port a total of 30. It 
was installed last week at the Seventh Street 
Container Terminal, which is run by Ma-
rine Terminals Corp. and hosts maj or trans-
pacific carriers such as Evergreen, Hanjin, 
Hyundai and Yang Ming. The new crane 
has a 167-foot outreach and 110-foot lift, 
and is expected to average 35 lifts an hour. 
It was built in Shanghai by Zhenhua Port 
Machinery Co. Ltd. The port expects de-
livery next May of two similarly designed, 
but faster cranes with General Electric 
motors.

PORT OF ASTORIA, ORE. The Port of 
Astoria, Ore., announced reductions of 10 
percent in the tariffs charged to ships and/ 
or shippers, and 42 percent in log-export 
tariffs. The new rates are the lowest on the 
Columbia River and possibly on the West
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Coast, port executive director Jonathan 
Krebs said. The reductions reverse a trend 
of steady increases that have boosted tar-
iffs at most Pacific Northwest ports, in-
cluding Astoria, by 55 to 75 percent since 
1985, according to the Columbia Snake 
River Marketing Group. The Port of Astoria 
last August raised its dockage, wharfage 
and service-and-facilities fees by 5 per-
cent.

ALLIANCE/SWIFT TRANSPORT.
Alliance Shippers and Swift T ransporta-
tion have signed a long-term  jo in t-m ar-
keting agreement they said gives shippers 
a single point o f contact for the services 
of either company. A lliance is a dom es-
tic and international interm odal m arket-
ing company. Swift provides truckload 
services in the continental U nited States, 
Canada and Mexico. The agreement com -
bines the resources of A lliance’s 41 North 
America offices with Sw ift’s fleet of
9 ,000 h igh-cube tra ile rs  as w ell as 
RoadRailer dedicated service along the 
W est Coast’s Interstate 5 corridor, the 
com panies said.

PORT OF PORTLAND. The Portland, 
Ore., port commission decided the port 
should continue running its Terminal 6 
container-handling facility rather than turn 
it over to a private operator. Port Director 
Mike Thome said that after evaluating pro-
posals from three companies, the port staff 
concluded that private companies couldn’t 
make the port ran better than it is now. 
Proposals came from Jones Stevedoring 
Co., Marine Terminals Corp. and Steve-
doring Services of America.

BULK TERMINAL. Construction of a 
bulk export facility at Portland, Ore., is 
about a month ahead of schedule, with the 
opening expected in January, the port said. 
The project, about 20 percent complete, is 
costing $1 million over the $48 million 
originally estimated, but the money is com-
ing entirely from private sources —  about 
90 percent from Canpotex Ltd., of Saska-
toon, Saskatchewan, and the rest from Hall- 
Buck Marine, general contractor for the 
Terminal 5 facility, the port said. The ter-
minal will initially handle 1 million to 3 
million metric tons of Canadian potash and 
related products annually, and will eventu-
ally put through up to 10 million tons a year 
of various commodities.

SOUTH SEAS STEAMSHIP. Lou Jor-
dan has joined San Francisco-based South 
Seas Steamship as equipment and logistics 
manager. He had been with Senator Lines 
(USA) and earlier was equipment and lo-

gistics manager for Johnson ScanStar and 
special commodities manager for Ameri-
can President Lines. South Seas operates 
betwseen North America and the South 
Pacific islands.

AMERICAN INT’L FREIGHT. Gary 
Super has been named western regional 
marketing manager for American Interna-
tional Freight, a scheduled overnight air-
freight operation serving freight forwarders. 
He is based in Portland, Ore. He had been 
responsible for sales and marketing at the 
Evergreen Air Center in Portland. Earlier 
he spent four years with Evergreen Inter-
national Airlines as senior director of cargo 
sales and senior director of systems opera-
tions. He also worked as director of inter-
national sales at E vergreen A viation 
Ground Logistics Enterprise; senior sales 
and marketing manager at Service By Air, 
and district sales manager at Burlington 
Air Express.

SCHENKER INTERNATIONAL.
Norbert Juergen has been appointed branch 
manager for international forwarder’s Los 
Angeles office. Juergen was president and 
owner of RAM Data Information, a soft-
ware systems company, and before that, he 
was president and owner of RAM For-
warding.

TRI-VALLEY GROWERS. Riss Logis-
tics has contracted to provide logistics man-
agement for Tri-Valley Growers, handling 
existing carrier relationships and negotiat-
ing new ones for intermodal, truckload, 
less-than-truckload and railcar shipments. 
Tri-Valley ships 70 million cases of pro-
duce annually from 10 processing plants in 
California and one in New Jersey. Riss said 
Tri-Valley is restructuring its operations to 
focus on its core competencies o f food 
marketing and processing.

SHIPPING INDUSTRY BANQUET.
The Pacific Transportation Association will 
hold its annual Steamship Night dinner- 
dance Sept. 5 in the San Francisco Marriott 
Hotel. Tickets are $65 each or $650 per 
table o f 10 and are available through Jim 
Fitzgerald at J.E. Lowden & Co., 275 Bat-
tery St., Suite 400, San Francisco 94111; 
phone (415) 781-7040. Reservation dead-
line is Aug. 19.

TASA CUSTOMER SERVICE STAFF.
Trans-American Steamship Agency, gen-
eral agent for Transportacion Maritima 
M exicana in North America, has named 
Becky Mabire as U.S. logistics and opera-
tions manager. Mabire, who joined TASA 
in 183, has held several positions with the

equipment control department, most re-
cently as Southern California district man-
ager. TASA also named James D ’ Sousa as 
an account executive. D ’Sousa is an 18- 
year veteran of the steamship business, 
most recently with I varan.

BAR-CODING SEMINARS. Symbol 
Technologies will hold a seminar on bar- 
coding technology Sept. 17-18 in Irvine, 
Calif. The seminar will be conducted by 
Richard B. Meyers, president of Delta Ser-
vices, and Robert W. Ry lander, senior man-
ager o f Symbol’s worldwide education 
group. For information, call (800) 722- 
6234 or access the Symbol home page at 
www.symbol.com, in the “service and sup-
port” section.

CROWLEY SCHOLARSHIP. Daniel 
Garcia received the Thomas B. Crowley 
Senior Memorial Scholarship awarded an-
nually to a junior cadet at the California 
Maritime Academy. Garcia plans to obtain 
a master’s in business administration with 
a specialty in transportation logistics. An-
drew W akefield and Kevin Theberge, the 
first and second runners-up in the scholar-
ship competition, each received a $250 
honorarium.

CHRISTENSEN NPTC CHAIRMAN.
Jim Christensen, vice president, operations, 
of Servicecraft Distribution Systems Inc., 
of Buena Park, Calif., has been named 
chairman of the National Private Truck 
Council. The council is the national orga-
nization for corporate trucking companies 
that use in-house or dedicated truck fleets 
to support distribution of their products 
and services.

DIXIE BOX & CRATING. The com-
pany, a division of The Dixie Group, has 
expanded its service to the West Coast with 
the opening of an export packaging and 
projects facility in Gardena, Calif., near 
the Los Angeles/Long Beach port area. 
Eric O ’Connor, formerly with Sea-Land, 
has been named general manager.

ELECTRONIC COMMERCE. Sterling 
Commerce will sponsor a conference on 
electronic commerce technologies Aug. 6- 
8 in Reno, Nev. For information, call Ster-
ling at (800) 888-5121.

BELLINGHAM COLD STORAGE.
Bellingham is adding a 16th warehouse, a 
270,000-square-foot facility in Bellingham, 
Wash. The new warehouse, scheduled to 
open in September, will bring Bellingham 
Cold Storage’s capacity to 12.8 millin cu-
bic feet.
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GERD BUSS AG. The Hamburg-based 
stevedore and terminal operator, plans to 
invest DM 30 million ($US 20 million) this 
year, primarily for development of the 
Tollerort Container Terminal and Buss 
Logistik Terminal. Buss, which reported 
group turnover last year of DM 300 million 
(about $200 million), said a new berth at the 
Tollerort terminal is expected to begin op-
eration next year. At the Buss Logistik 
terminal, a fourth warehouse, 40,000 square 
meters in size, will go into operation this 
year. Buss said that a period of restructuring 
and rationalization will continue next year. 
The company said its container volume last 
year was satisfactory, but that conventional 
general cargo continues to decline.

CN PLANS TO DISPOSE OF TRACK.
Canadian National said it plans to dispose 
of 1,400 miles of rail lines this year in 
addition to 752 miles that already is being 
abandoned or transferred to short lines. The 
downsizing is part of a three-year program 
designed to help restore the newly privatized 
railroad to profitability. CN said it plans to 
reduce its track by a total o f4,000 miles by 
1999.

HANJIN SHIPPING. Hanjin Shipping 
has obtained the right to build and operate 
a dedicated terminal in Kaohsiung, Taiwan. 
The terminal will have an annual capacity 
of 430,000 TEUs and is expected to cost 
$80 million. It will be located at Terminal 5, 
Kaohsiung’s latest terminal expansion area. 
Construction is to begin in November, with 
completion scheduled for June 1998.

GOTHENBURG ORDERS CRANES.
The medium-size port of Gothenburg, Swe-
den, has ordered two new post-Panamax 
container cranes which can handle the larg-
est containerships afloat. The cranes will 
have an outreach of 48.5 meters (159 feet) 
— 10 meters (33 feet) more than the current 
ones. That’s enough to handle ships with 18 
rows of containers across, four more than 
the port’s existing cranes can handle. Maersk 
is already sending its 17-row wide, 6,000- 
TEU ships to the Swedish port, but it has to 
stow Gothenburg boxes within the existing 
cranes’ reach. The cranes, to be delivered in

1998, are part of a $23 million capital 
spending program that includes deepening 
to 39 feet the water depth along a 1,310-foot 
stretch of quay and dredging the fairway 
outside the quay.

CGM TO SELL LE HAVRE UNIT.
Compagnie Generale Maritime, the money- 
losing French shipping group, has signed 
an agreement with a consortium of private 
companies to sell GMP, its cargo-handling 
subsidiary in Le Havre. Consortium mem-
bers are 3i France, an investment bank, 
Roussel and Geodis-Feron. CGM said the 
consortium was selected on the basis of 
financial criteria and quality business plans. 
The selling price w asn't disclosed. The sale 
is subject to approval of the French govern-
ment, which owns CGM. CGM called the 
sale an important step toward privatization 
of the company.

EVERGREEN VIETNAM PROJECT.
The Vietnamese state maritime agency 
Vinamarine and a consortium of Evergreen 
and three private companies will invest 
$630 million in the construction of a port in 
Vung Tau, Vietnam. The consortium in-
cludes T redia Resources Pte Ltd, of 
Singapore; Evergreen International, the 
Panamanian subsidiary of Taiwan’s Ever-
green group; and MMC Ports Sdn Bhd, of 
Malaysia. The port of Vung Tau, located 
125 kilometers south of Ho Chi M inh City 
will be the largest multipurpose port in 
Vietnam. It will be equipped with wharves 
for containers, bulk and breakbulk cargoes 
and will also have oil and gas facilities. The 
project will provide much-needed additional 
capacity and 15-meter (49-foot) access that 
is unavailable up the Mekong River at Ho 
Chi Minh City. The port of Vung Tau will 
be developed in several stages. The full 
project will take about 15 years.

DUBAI AIR CARGO CONFERENCE.
The International Air Cargo Association 
will hold its 18th biennial international air 
cargo forum and exposition Oct. 20-23 at 
the Dubai World Trade Centre. About 300 
international exhibitors and 40 speakers 
and panelists are expected at the confer-
ence. For information, contact the secretary 
general in Miami, (305) 443-9696, fax (305) 
443-9698.

ANTWERP TO DOUBLE CAPACITY.
The Port of Antwerp said it plans to double 
its container capacity by the year 2009 by 
building a tidal container dock with direct 
access from the Scheldt River. The expan-
sion, which will cost BFrl 3.8 billion (about 
US$440 million) will provide three termi-
nals along 4.75 kilometers of dock. Last

year the port handled 2.33 million TEU. 
The port authority said it forecasts volume 
of 4 million TEU by 2010.

STOLT/NYK ORDERS TANKERS.
Stolt NYK Asia Pacific, a joint venture 
between Stolt Parcel Tankers Inc. and NYK 
Line, has ordered four chemical parcel tank-
ers, each with capacity of 11,500 dead-
weight tons. The four ships will be deli vered 
between September 1997 and October 1998. 
Stolt Parcel Tankers Inc. is a subsidiary of 
the Stolt-Nielsen S. A. bulk shipping group.

WILHELMSEN GROUP PROFIT. The
Wilh. Wilhelmsen group reported “satis-
factory” primary operating profit of NOK 
263 million (US$40 million) for the first 
four months of 1996. The year-earlier fig-
ure was NOK 196 million, but the totals 
were not directly comparable since last 
year’s result did not reflect the acquisition 
in December of Den norske Amerikalinje 
(NAL). The group said its main operating 
unit, Wilhelmsen Lines had good operating 
results despite weakness in Pacific con-
tainer rates and the car-carrying market. 
The com pany said  synerg ies from  
Wilhelmsen’s merger with NAL are devel-
oping as expected. The group said its Wilship 
tanker and bulk unit reported continued 
“weak” results, but the Barwil Agencies 
and Barber International units were profit-
able.

CMB TRANSPORT. CM BT has 
launched its own agency in Nigeria. CMBT 
Nigeria Ltd. is jointly owned, with CMBT 
controling 75 percent and a Nigerian part-
ner owning 25 percent. Joachim Theuerkauf 
has been named managing director and Ian 
Hannah has been named general manager. 
CM BT’s agency services in Nigeria had 
been performed by Umarco.

CANADA MARITIME. John Mactear 
has been named marketing manager, North 
America, and Alan Steele has been named 
U.S. sales manager-northern service, for 
Canada Maritime. Steele, who will be based 
in Montreal, has 18 years of sales and sales 
management experience. He was Canmar 
U .K.’s southern area sales manager.

WORLD SHIPPING STATISTICS.
Fairplay Publications has released World 
Shipping Statistics 1996, an annual analy-
sis of the international maritime industry. 
This edition will include a free CD-ROM 
version of the book. Cost is US$430 from 
Fairplay Publications Ltd., P.O. Box 96, 
Coulsdon, Surrey CR5 2TE, United King-
dom; phone +44-181-645-2800, fax +44- 
181-660-2824.
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CanMar/OOCL, Cast combine schedules

The St. Lawrence Coordinated Service of Canada Maritime and 
Orient Overseas Container Line has integrated its schedule with that 

of Cast in the north Europe/Canada trade.
Starting in mid-June, SLCS will buy space 

on Cast ships to and from Liverpool, while 
Cast will take an equal number of slots on 
SLCS vessels to and from Hamburg and 
Felixstowe.

Cast ships will no longer calling direct at Felixstowe and SLCS 
vessels will omit Liverpool.

SLCS is also rationalizing its former three-loop North Europe/ 
Canada service and will run two weekly loops. The port rotation of 
the SLCS Route One is Montreal, Felixstowe, Antwerp, Le Havre 
and Montreal. Route Two’s rotation is Montreal, Antwerp, Hamburg 
and Montreal. The weekly service operated with Cast ships will now 
call at Montreal, Liverpool, Zeebrugge, Liverpool and Montreal.

CanMar, OOCL and Cast will continue to market their services 
separately.

Sinotrans begins Shanghai/U.S. service

Sinotrans, China’s largest forwarding and logistics company, 
has announced plans for a transpacific container service between 

Shanghai and the U.S. West Coast.
Sinotrans has appointed Norton Lilly In-

ternational as general agent for the service 
and HLX, a joint venture of Hub Group and 
Norton Lilly, as intermodal provider in the 
United States.

Initially, the Sinotrans service will use a slot charter with a 
weekly service calling Long Beach and Oakland. The first contain-
ers are scheduled to move in mid-August.

Maersk/Sea-Land begin Suez Express

Maersk and Sea-Land have extended their global alliance to the 
Suez Canal route linking Asia, the Indian subcontinent, the Mid-
east and North America.

The carriers will operate a total of 14 ships with capacity of about
4,000 TEUs on the route. Although Maersk and Sea-Land market 
their services competitively, they will share ships on the route, 
beginning this week.

The rotation is Halifax, Newark, Norfolk, Charleston, Algeciras, 
Gioia Tauro, Suez Canal, Jeddah, Dubai, Singapore, Hong Kong,

Singapore, Colombo, Suez Canal, Gioia Tauro, Algeciras, Halifax, 
Newark, Norfolk and Charleston.

CMA begins direct calls in China

Compagnie Maritime d’Affretement has begun direct calls at the 
Chinese ports of Chi wan and Shanghai and at Inchon in South Korea.

The first call at Chiwan for CM A’s Asia/Mediterranean/north 
Europe service took place in late June. The first direct calls are 
scheduled at Shanghai on Aug. 2 and at Inchon on Aug. 5.

CMA said the changes, which include addition of a 10th ship to 
its Asia/North Europe fleet, will shorten transit times to and from 
North Europe and the Mediterranean.

CMA said it has set up a system of dedicated barges to carry 
cargo from the Pearl River Delta to Chiwan and from the Yangtze 
River to Shanghai.

While most other services between South Korea and Europe call 
at Busan, CMA chose Inchon because it was closest to Seoul’s 
industrial activity. CMA said Inchon will be used as a hub for North 
China cargoes. CMA already provided direct service to and from 
Busan by buying space on ships of DSR-Senator and Cho Yang.

Member lines revise Med-Canada service

The member carriers of the Joint Mediterranean Canada Service, 
are revising the port rotation and cutting capacity of their service.

Canada Maritime, Cast, Jadroplov and 
DSR-Senator have decided to reshuffle the 
fleet of the JMCS service, by withdrawing 
1,500-TEU ships and aligning all those in 
service on a 1,000-TEU standard capacity. 

They believe that a single size will make it 
easier to schedule calls and attract an even volume of cargoes.

Gioia Tauro has been added to Route A of JMCS as a transship-
ment hub for DSR-Senator. The new port rotation of route A is 
Montreal, Gioia Tauro, Naples, Genoa, Fos and Montreal. The 
other weekly service, route B, calls at Montreal, Valencia, Leg-
horn, Cadiz, Lisbon and Montreal.

VSA carriers add Gulf/Med route

Four carriers in the transatlantic Vessel Sharing Agreement have 
added a U.S. Gulf/Mediterranean route.

The carriers —  Nedlloyd, Sea-Land, P&O and Maersk —  
already operate to the Mediterranean from the U.S. Atlantic ports 
of New York, Norfolk and Charleston.

Pacific

J S

F n n L iis
I N C O R P O R A T E D  ®

Container Service 
Atlanta (770)980-6630 
Baltimore (410) 282-6200 
Charleston (803)881-9260 
Chicago (847)696-1700 
Cleveland (216)331-9461 
Detroit (810) 553-3335 
Houston (713)868-9282 
New Orleans (504) 833-0061 
New York (212)440-4200 
Norfolk (804)440-2600 
Philadelphia (610)431-9570

Istanbul
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Starting in July the carriers will add a weekly Gulf service that will 
call the Mediterranean ports of Genoa, Valencia and the U.S. ports of 
Charleston, Port Everglades, Miami, and Houston. Charleston will be 
called twice on the Gulf service —  inbound and outbound.

NYK revises Asia/Med service

NYK Line has restructured its Asia/Mediterranean service by 
switching to a transshipment operation and buying slots from P&O 
Containers.

NYK will use Malta, the Mediterranean hub of its Grand 
Alliance partners P&O, Neptune Orient Lines and Hapag-Lloyd, to 
market an Asia/Mediterranean transshipment service. One of the 
alliance’s four Asia/Europe loops calls Malta weekly.

NYK said the mainhaul service from Asia will connect in Malta 
with two weekly feeder services —  one to Genoa and Fos, another 
to Barcelona.

With its entry in the Grand Alliance, NYK has left the Mediter-
ranean Express (MEX) consortium, which operates a dedicated 
Asia/Mediterranean weekly service.

NYK will continue to buy slots from its previous partners in this 
service —  Compagnie Maritime d ’Affretement and Yangming. 
That will enable NYK to serve the eastern Mediterranean area by 
relaying cargoes over Alexandria.

Westbound to Piraeus, NYK will buy slots from P&O’s Austra-
lia/New Zealand/Singapore/Europe service.

Med Express, CMB sign feeder contract

Mediterranean Express Italy has contracted with CMB Trans-
port to provide a feeder system to and from the deepsea carrier’s 
hub of Gioia Tauro, Italy.

Four feeder operations will relay cargo at the Italian port to and 
from the motherships on the north Europe/Mideast/India/Pakistan 
service operated by CMB Transport, Contship Containerlines and 
P&O Containers.

A W est Med service will connect Gioia Tauro with Barcelona, 
Fos, La Spezia and Salerno. An Aegean service will link Gioia 
Tauro with Piraeus, Thessaloniki, Istanbul and Izmir. A Levant 
service will shuttle between Gioia Tauro and Limassol, Alexan-
dria, Mersin and Beirut. A fourth link, to and from North Africa, 
will connect Gioia Tauro with Tunis.

The carriers’ agreement replaces separate ad hoc agreement 
between CMB Transport and various common carrier feeder 
operators.

Delmas, CGM split Indian Ocean service

French carriers Delmas and Compagnie Generale Maritime will 
end their “Capricome” consortium, which runs a jointly marketed 

service between Europe and the Indian Ocean 
islands.

Delmas told CGM it would leave the 
consoritum on June 30. Delmas and Deutsche 
Afrika Linie will continue their Europe/In-
dian Ocean service following the June 30 

end of the “Capricome” consortium.
Delmas and Deutsche Afrika, which trades under the name 

SEAL, will continue to run a liner service with sailings every nine 
days.

The service employs seven ships which call at Antwerp; 
Felixstowe; Dunkirk; Le Havre; Rouen; Montoir; Marseilles; 
Valencia; Livorno; Port Louis, Mauritius; Port Reunion, Reunion; 
Tamatave, Madagascar; and Mombasa, Kenya.

CGM said it has negotiated a technical agreement with CMB 
Transport of Belgium to continue operating in the Europe/East

A L L  B U L K

And No Play

As for problems with environmental hazards, inside 
or outside storage, or tracking your shipments... 
well, they simply don't exist. In fact, we pride ourselves 
on being just plain dependable. Making for a situation 
that's all work and no play. i ^
And amazingly dull. |~ M  Port of Longview
P a ll i k  t o  r lp c in n  a ^

M ake the Call.Call us to design a

shipping package for you. 360-425-3305 (phone)
We'll take it very seriously. 360-425-8650 (fax)

Port of Longview is really a very dull place when it comes 
to bulk products. You see, we work around the clock 
in all kinds of weather to move your bulks. And we never 
get a break. With our state-of-the-art equipment, turn-
around times are so quick, our customers have come to 
expect it. Planning is so precise, ships never have to 
wait at the dock. Our access to two major railroad lines 
running south and east, and north into Canada leaves 
no surprises in the rail department either.
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Africa/Indian Ocean liner market.
CMBT will extend its Europe/East Africa service rotation to 

include calls in the Indian Ocean islands and sell space on its ships 
to CGM.

CGM and CMBT were already operating joint services on three 
other trades —  North Europe to East Coast of South America, 
North Europe to South Africa and continental Europe to the United 
Kingdom.

COSCO adds westbound call at Colombo

China Ocean Shipping Co. is adding westbound calls at Colombo, 
Sri Lanka, to its non-conference Asia/Mediterranean container 
service.

Starting July 1, ships in this service are calling Shanghai, 
Xiamen, Hong Kong, Singapore, Colombo, Limassol, Barcelona, 
Marseilles, Genoa, Naples, Jeddah, Singapore, Hong Kong and 
back to Shanghai. On alternate sailings, ships call at Xingang and 
Dalian instead of Shanghai and Xiamen.

P&O, Laurel add Durban calls

P&O Containers, based in London, and Laurel Navigation Inc., 
the niche carrier managed in Hong Kong, will extend their Asia/ 

East Africa service at the end of July to 
include calls at Durban, South Africa.

With four 450-TEU ships, the new service 
will have a rotation of Durban, Dar es Sa-
laam, Mombasa, Karachi, Jebel Ali (Dubai), 
Bombay, Colombo, Mombasa, Dar es Sa-

laam and Durban.
P&O and Laurel will also increase frequency from sailings every 

21 days to once every 14 days.

Andrew Weir launches Asia/Africa service

Andrew Weir Shipping, the British shipping line, has launched 
a monthly Asia/Africa multipurpose service.

The port rotation is Durban, Dar es Salaam , Mombasa (Kenya), 
Dubai, Karachi, Bombay, Mombasa, Durban.

The service trades under the appellation Bank Ellerman, a 
juxtaposition of two of the service names used by the Andrew Weir 
group for other north/south trades.

Zim upgrades Gulf, Caribbean services

Zim Israel Navigation Co. has expanded its Gulf of Mexico/ 
Caribbean feeder services.

___________  The Gulf service now has two 730-TEU
vessels on a weekly rotation of Kingston, 
Veracruz and Tampico on alternate calls, 
Houston, New Orleans and Kingston.

The Caribbean service has a single 600- 
TEU ship operating on an eight-day fre-

quency to Kingston, San Juan, Santo Domingo, Port au Prince and 
Kingston.

Europe/S. America services to run jointly

Euresa, a joint venture of three European carriers, will integrate 
its North Europe/East Coast of South America services with those 
of DSR-Senator Lines, Montemar and Nedlloyd. The joint service 
will begin in July.

Eursea, which is owned by Blue Star Line, Compagnie Generale 
Maritime and CMB Transport, said the action is in response to a 
contraction of traffic volumes in the trade.

Caribbean 
& South 
America

s  r
North 
America

With eight containerships, the new combined service will a 6-1/ 
2-day sailing frequency.

Montemar previously operated its own service on this route with 
four or five ships. It will contribute three vessels to the merged, 
eight-ship service.

Until joining Euresa, DSR-Senator cooperated in a joint service 
with Ivaran, Contship and CSAV.

CSX Intermodal uses SP, UP to Mexico

CSX Intermodal said it will publish through rates between 
eastern U.S. points and Mexico, using Southern Pacific and Union 

Pacific railroads.
CSXI said the service will provide expe-

dited customs clearance, single bills of lad-
ing, EDI capability  and 24-hour-a-day 
tracking.

CSXI said its service to Mexico has been 
hampered by severe congestion and customs delays at the U.S./ 
Mexico border, but that new programs being implemented by SP 
and UP would reduce those problems.

Air service announcements . . . 

DHL launches ‘Second Segment Service’

DHL Airways has launched a “Second Segment Service,” an 
airport-to-airport freight service for forwarders, the U.S. Postal 
Service and other major shippers.

The service is designed to use empty cargo space that results 
before DHL's basic air express cargo has been picked up or after 
it has been dropped off along a scheduled route.

DHL is pitching the service as an alternative to belly space in 
passenger planes.

USAir begins Philadelphia-Madrid service

USAir has begun daily B767-200 nonstop service between 
Philadelphia and Madrid.

Flights will depart Philadelphia at 7 :45 p.m., arriving at Madrid 
at 9 :10 a.m. the next day. Westbound flights leave Madrid at 12:15 
p.m., arriving in Philadelphia at 3:05 p.m.

I n t e r n e t  I n d e x  t o  
A d v e r t i s e r s

Check out these locations 
on the World Wide Web

Atlantic Container Line -  http://www.aclcargo.com 

Hyundai Mercant Marine -  http://www.hmm.co.kr 

ational Air Cargo Association -  http://www.tiaca.org 

. -  http://www.oo
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Corporate Appointments
(904) 355-2601, FAX (904) 791-8836

Arrow Air
Terence A. Fensome has been named 

president and chief executive officer of 
Arrow Air, the Miami-based all-cargo air-
line. Jon D. Batchelor, president for the last 
two years, has moved back to his previous 
position as senior vice president of interna-
tional sales and marketing.

Fensome, a vice president of Arrow in 
the early 1980s, has been president of Laker 
Airways and deputy managing director of 
Laker Airways Bahamas Ltd. Earlier he 
was president of Pelican Airways, a flight 
training school. He also has worked with 
Pan A sia A ir Cargo in H ong Kong, 
Singapore Aircraft Leasing, Orient Pacific 
Airways and Capitol Airlines.

CargoNet
CargoNet, the Hong Kong-based pro-

vider of trade-related electronic services, 
has named Ian Craig chief executive and 
general manager.

Craig had been director of business de-
velopment. As CEO, he succeeds Lloyd 
Sanford, who launched CargoNet and now 
is returning to the U.S.

Contship Containerlines
Cecilia Battistello has been appointed 

chairman and chief executive officer of 
United Kingdom-based Contship.

Battistello, who has been with Contship 
for 23 years, was managing director. She 
replaces Enrico Ravano as chairman.

CSX Transportation
Carl N. Taylor has been named senior 

vice president, transportation and mechani-
cal, and chief transporta-
tion  o ffic e r o f CSX 
Transportation.

Taylor joined CSXT in 
1983 as president and 
chief executive officer of 
the railroad’s Fruit Grow-
ers Express subsidiary.
With CSXT he has been 
senior vice president, 
mechanical operations, 
and senior vice president, 
engineering and mechani-
cal.

Clarence W. Gooden 
has been nam ed vice 
president, network opera-
tions. Gooden, previously 
general manager, field op-
erations, will be responsible for the railroad’s 
customer service and operations centers, as 
well as locomotive and crew management.

Paul R. Constantino has been appointed 
assistant vice president, offline marketing, 
of CSXT. His duties will include CSXT’s 
bulk, feeder line and international markets.

Constantino spent nine years with an-
other CSX Corp. subsidiary, Sea-Land Ser-
vice, most recently as director of business 
development.

Direct C ontainer Line
Alex Knowles, has become chief operat-

ing officer of Direct Container Line when 
Robert A. Davies, chief 
operating officer and a 
com pany founder, re-
signs.

Knowles will move 
back to the Los Angeles 
area from Sydney, Aus-
tralia, where he rejoined 
Australia-New Zealand 
Direct Line this year as 
managing director after a three-year ab-
sence from ANDZL.

DCL is an export non-vessel-operating 
common carrier based in Carson, Calif.

Harper Group
James A. McKinney has been named 

president of the Harper Group, holding 
company for the Circle International logis-
tics and transportation services firm.

McKinney had been president of the Fed-
eral Express subsidiary FedEx Logistics.

In tercontainer-ln terfrigo
Bernd Menzinger, has been appointed 

chairman of Intercontainer-lnterfrigo, the 
intermodal organization owned by 28 Eu-
ropean railroads.

Menzinger, a former chief executive of 
the Danzas group, is the first chairman of 
Intercontainer-lnterfrigo not to come from 
the railroad industry.

Intercontainer-lnterfrigo said that with 
M enzinger’s appointment, European rail-
ways have “signaled their intention of adopt-
ing a management style based on private 
sector principles.”

The organization also said Wolfgang 
Gritz, former joint managing director, would 
leave In tercontainer-ln terfrigo . Soren 
Rasmussen, who was sharing the managing 
directorship with Gritz, will become sole 
managing director.

A.P. M oller
Flemming Jacobs has been appointed 

one of the five partners in the Denmark- 
based A.P. Moller group

Jacobs, 52, is currently managing direc-

tor in Singapore for Maersk, A.P. Moller’s 
liner organization. He is also the regional 
head of all Maersk activities in Asia and in 
the Mideast.

The appointment will become effective 
on Jan. 1. Areas of future responsibilities of 
Jacobs have not yet been defined.

Jacobs joined A.P. Moller as trainee in 
1960 and worked his way up the hierarchy 
of the liner department to become its execu-
tive vice president in 1986. Since 1991, he 
has worked in various senior management 
positions outside Denmark.

O rient Overseas (International)
Orient Overseas (International) Ltd., par-

ent of Orient Overseas Container Line, has 
named Victor K. Fung a non-executive 
director and chairman of the company’s 
audit committee.

Fong is chairman of Prudential Asia, the 
Asian investment and merchant banking 
unit of Prudential Insurance Co. of America, 
and of the Li & Fung Group, a Hong Kong- 
based, regional trading company. He is also 
a director of Hong Kong Telecommunica-
tions Limited.

R.K. Johns & Associates
Peter Keller, former chief executive of 

the Cast Group Ltd., has joined R.K. Johns 
& Associates, the New York-based trans-
portation marketing and management con-
sulting firm, as senior adviser.

Before joining Cast, Keller held several 
senior operating and management positions 
with Sea-Land.

TT Club
The Through Transport Mutual Insurance 

Association Ltd ( TT Club) has appointed 
three new directors —  Robert Cooper, C. 
Eugene Cox and Lua Cheng Eng.

Cooper is chief executive of Ports of 
Auckland Ltd and president of the Interna-
tional Association of Ports and Harbors.

C Eugene Cox is the shadow minister of 
finance of Bermuda, where the TT Club is 
registered. Lua Cheng Eng is the CEO of 
Neptune Orient Lines.

Yellow  Freight
James Welch has been named vice presi-

dent, Division 1 operations, of Yellow 
Freight System.

He succeeds Dave Letke, who was named 
president of Preston Trucking, another Y el- 
low Corp. subsidiary.

W elch had been project leader for 
Yellow’s Freight Flow Reengineering ini-
tiative since 1994.

Gooden

Knowles
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Still No Evidence of Damage
I’ve always said there is a need for regulatory agencies to 

keep an eye on the way conferences use privileges granted by 
the Shipping Act o f 1984. But the European Commission’s 
“statement of objections” against TACA (see Philip Damas’ 
report, pages 20-22) indicates EC authorities have bought into 
objections raised by the European Shippers’ Councils without 
any investigation o f their own.

There’s no denying that the carriers take concerted action to get 
rates up to amore compensatory level. They call it “rate recovery.” 
There’s no denying TACA tries to maintain discipline among 
TACA members. An agreement without discipline is no agree-
ment at all. There’s no denying independent carriers raise their 
prices in step with the conferences, keeping them in the range of 
10 percent to 15 percent below the published conference tariff—  
something the independents have done for the past century. And 
lastly, there is no denying that increases vary for different com-
modities and some shippers are affected more than others..

But nowhere in the EC statement is there evidence even one 
European shipper has been injured by actions o f the conference. 
There’s nothing but a generalized assumption that “because the 
majority of European exporters to the U.S. are or may be 
affected by these abuses, the Commission considers that these 
infringements are of a serious nature.” Pure rhetoric.

American Shipper has reported shipper complaints against 
conferences for more than 20 years, but w e’ve never found 
evidence of shippers receiving anything but benefits from 
carriers acting in concert to rationalize services through meth-
ods permitted by the Shipping Act of 1984.

If I were sitting on one o f the regulatory agencies, I would 
insist that complaining shippers:

(1) “Roll back the clock” to 1983 and compare 1983 conference 
rates on identical product and identical shipments to 1996 rates.

(2) Compare all-inclusive point-to-point costs based on

actual shipments, rather than port-to-port tariff rates (as were 
used in the EC statement o f objections).

(3) Establish the differential between published tariff rates 
paid by intermittent shippers with independent action and 
service contract rates actually charged regular shippers.

(4) Calculate, and publicly reveal, the dollar value o f econo-
mies and intangible benefits the shipper has obtained due to 
availability of more frequent and reliable shipping service; 
faster delivery time; reduced inventory requirements, and cus-
tomer satisfaction because o f improved quality o f shipping 
service.

A  shipper firm which has done all those things and can still 
demonstrate that it has been singled out and suffered irreparable 
damage due to collusion by the carriers (as distinguished from 
competition with firms producing the same product), is entitled 
to relief.

While a shipper firm with facts in hand can go to the 
regulatory authorities in search o f relief, it can probably get 
quicker relief by laying out the facts to the conference members. 
After all, it’s to a conference’s best interest to avoid a set of 
formal hearings before the regulatory agencies. But as long as 
shipper groups persist in making generalized charges, confer-
ences have little choice but to present their defense in general 
terms also and trust the authorities to sift through the rhetoric 
and find the facts.

It’s not a good way for either shippers or carriers to solve 
problems, but it seems to be the method some shippers prefer.

80 AMERICAN SHIPPER: AUGUST 1996



T h e  sp ir i t  of t e a m w o r k
The O lym pic Torch —  sym bol o f the eterna l s p ir it  o f coopera tion .
Evergreen em bodies th is same sp irit th rough its service to  the w o rld ’s 
trades since 1968, com bin ing specialized expertise w ith  s ta te-o f-the- 
a rt sh ip s  to  m ove y o u r ca rgo  a c ro ss  the  g lobe . From  A tla n ta  to  
Nagano, Cristobal to Colum bus, Los Angeles to  Ham burg, M iam i to 
Shanghai, fo r example. Just as our athletes stand apart in ab ility  and 
com m itm ent, Evergreen stands apart as a leader in w orld  shipping.

E V E R G R E E N



T h e  Freshest O n line Inform a t ion

OOCL: Ship Your Perishables 
Safely. Quickly and Reliably

We Provide You With The Right 
Equipment

Advanced Technical Features of 
our Refrigerated Containers

OOCL Refrigerated Container 
Handling Procedures

Controlled Atmosphere 
Refrigerated Containers 0

Hints From OOCL About Perishable 
Commodities

Recommended Conditions for Storage 
of Perishables

Compatibility of Fresh Produce

O O C L ’s W eb Site Reefer Section

A dvice on  k eep in g  y o u r cargo as fresh  

as p o s s ib le  is at y o u r  f in g e r t ip s . 

F rom  o u r  W orld  W ide W eb s ite  at 

h t t p : / /w w w .o o c l .c o m  you can  access 

in fo rm a tio n  o n  o u r  e x te n s iv e  re e fe r  

services and  equ ipm ent. Learn how  our 

s ta te -o f- th e -a r t c o n tro lle d  a tm o sp h e re

reefers  de lay  aging — allow ing  you  to 

reach new  m arkets. O ur functional Web 

site is part of our commitment to provide 

you with the latest information resources. 

To learn m ore about our reefer services, 

v is it o u r  W eb s ite , ca ll y o u r  OOCL 

representative or call 1-800-OOCL-USA.

W e take it personally

OOCL (USA) Inc., Headquarters Office, 4141 Hacienda Dr., Pleasanton, CA 94588-8775, Tel: 1-800-OOCL-USA 
Internet Web Site: http://www.oocl.com

http://www.oocl.com
http://www.oocl.com

