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■  Asian shipowners h aven ’t  seem ed to have learned enough about U.S. and  
E uropean regulations applicable to in ternational liner shipping.

The Asian Shipow ners Forum  has failed to file its agreem ent w ith the U.S. Federal 
M aritim e Com m ission and seem s unaw are that discussions betw een ocean carriers on 
com m ercial issues such as rates and capacity are legal only if they m eet certain 
criteria, one o f w hich is filing w ith the FM C for discussions about the Asia-U.S.

The Asian forum is now facing an investigation by the FMC.
The same lesson should be draw n by the Shanghai Shipping Exchange, which 

convenes m eetings betw een conferences and non-conference shipping lines without 
heeding the com petition prohibitions o f European and Japanese watchdogs.

By contrast, the so-called Box Club o f chief executives and heads o f Asian, U.S., 
European and other shipping lines did its hom ework, and filed w ith the FM C before 
its organized its m eetings. (Philip Damas)

■  Shipping lines in the liner trades fro m  A sia to N orth Am erica and Europe 
aren ’t g iving shippers much notice o f  increases in rates and surcharges.

Three surcharges introduced in M ay and June in the eastbound transpacific were 
announced only at the end o f March.

The transpacific carriers gave shippers am ple advance notice o f the planned $300- 
per-FEU  rate increase im plem ented M ay 1 on base ocean rates —  but this advance 
w arning system  was forgotten when it cam e to surcharges.

In the Asia-to-Europe trade, the Far Eastern Freight Conference announced in 
March a $150-per-TEU on July 1. But a few weeks later, the FEFC said the July 
increase would be raised in certain A sian ports, because o f serious container im bal-
ances in Asia, and that a second $150-per-TEU increase would take effect Oct. 1.

M ore recently, the Transpacific W estbound Rate A greem ent announced a series of 
w estbound rate increases.

The FEFC announced in June a second, cum ulative increase o f $150-per-TEU 
effective on Oct. 1. (Philip Damas)

■  R ecent consolidations and cost-cutting by container shipping lines have 
elim inated several thousand jobs.

The takeover o f A PL by S ingapore’s N eptune O rient L ines cut the com bined 
workforce o f the two com panies by 20 percent, or 1,200 jobs. The m erger o f P&O 
Containers and N edlloyd Lines since last year has elim inated about 1,400 positions. 
Z im  Israel Navigation laid off about 100 em ployees in 1997 to reduce its costs. And 
Sea-Land has ju st announced plans to elim inate 500 o f its 9,000 w orldwide em ploy-
ees, after having reported lackluster profit results. (Philip Damas)

■  Watch f o r  another wave o f  acquisitions o f  local fre ig h t forw arders in Asia, 
fo llow in g  the depreciation o f  Asian currencies.

Cash-rich freight forw arding and logistics groups in the U.S. and in Europe will be 
tem pted to snap up a few vulnerable A sian forw arders as they seek to com plete their 
global networks.

In M ay, San Francisco-based Circle International announced the acquisition of 
C oncord Express, headquartered in Singapore, for an undisclosed price, and Irvince 
Cal.-based BAX Global bought a controlling interest in its South Korean agent, Borim  
Express Ltd. (Philip Damas)

■  D espite talks o f  industry consolidation, even the largest airlines and container  
shipping lines control relatively low shares o f  the g lobal cargo market.

In the air-cargo industry, Lufthansa Cargo ranks as the largest m over o f intem a-
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tional freight. W ith 1.7 m illion tons carried last year, it had an 
estim ated 7 percent o f the global 25-m illion-ton air cargo 
business.

In container shipping, the three largest carriers also have low 
shares. M aersk, Sea-Land Service and Evergreen each carry 
about 3 m illion TEUs a year (equivalent to some 40 million 
tons), but each carrie r’s share of the 43-m illion-TEU  global 
container shipping business is around 7 percent. (PhilipDamas)

■  I t is becom ing increasingly difficu lt to classify what 
different types o f  operators do in the air-cargo industry.

The roles o f forwarder, airline, integrator and logistics 
provider are getting blurred.

O f course, the integrator has defined its role by com bining 
internally the roles o f the forw arder and the airline (and 
providing tim e-definite services).

But there are integrators branching into logistics. Exam ples: 
Federal Express bought a logistics com pany (Caliber) and UPS 
operates UPS W orldw ide Logistics.

There is the airline w hich thinks it is an integrator. Exam ple: 
Lufthansa introduced tim e-definite services o f integrators —  
and also happens to be the m ajor shareholder o f a m ajor 
integrator (DHL).

There is the forw arder which thinks it can be an airline. 
Exam ple: BAX G lobal has ju st acquired the cargo and passen-
ger airline Air Transport International.

There is the forw arder which thinks it is an integrator. 
E xam ple: the in teg rated  fo rw arder concep t adopted  by 
Panalpina.

And there is the transportation conglom erate. Exam ples: 
CSX operates logistics provider Custom ized Transportation 
Inc., the ocean/airfreight consolidator Buyers G roup, the ship-
ping line Sea-Land and others; H anjin owns an airline (Korea 
A ir), a shipping line (Hanjin Shipping) and various freight 
forwarding interests. (Philip Damas)

■  Som e other carriers were m iffed a t Colum bus L ine fo r  
deciding not to pursue legal action against the In ternational 
Longshore and W arehouse Union fo r  a boycott that idled a 
Colum bus ship fo r  two weeks a t Los Angeles.

The ILW U had refused to unload the Columbus Canada 
because the vessel had been loaded by non-union workers in 
Australia, where Patrick Stevedoring has engaged in a bitter 
battle with the Australian dockw orkers’ union.

Colum bus threatened to file charges accusing the ILW U of 
engaging in unfair labor practices and an illegal secondary 
boycott, but decided against it. The ILW U has insisted that the 
boycott was carried out by individual dockw orkers and not the 
union itself.

W est Coast em ployers have grown increasingly fed up with 
work stoppages and slow dow ns by the ILW U. The Pacific 
M aritim e A ssociation, representing em ployers, has gone to 
court several tim es to enforce contract provisions. (Joseph 
Bonney)

■  O fficials in the air-cargo industry are still quoting the 
fin d in gs o f  a tw o-year-old Unisys study which fo u n d  that the 
average air-cargo shipm ent took six days to travel from  
origin to destination.

But Kishore Beegoo, cargo director at A ir M auritius, is 
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unim pressed. “I say the figures are crooked,” he said.
Beegoo said it is im possible to generalize when m easuring 

how long it takes to ship cargo by air from  one point to another, 
and that “ it all depends on how you ask the question.”

Speaking at a conference in H ong K ong earlier this year, 
Beegoo asked delegates to raise their hands if they thought 
their air-cargo shipm ents took six days to move.

“Nobody raised them, so I told them  to be careful o f the 
experts,” he added. Beegoo conceded, how ever, that Cargo 
2000’s conclusion that the average air-cargo shipm ent tim e 
was three and a half days “m akes m uch m ore sense.”

“W hat the custom er is asking for is that he gets his goods 
when you tell him  they will arrive, th a t’s a ll,” Beegoo said. “If 
he wants a  product that reaches there in two days, and it costs 
m e 50 cents, fair enough. I ’m not going to sell it for 75 cents 
and give it to him  in one and a half days. He doesn ’t need it.” 
(Brian Reyes)

■  Evergreen says it has decided to wait until the Asian  
eco n o m ic  s itu a tio n  is c la r if ie d  b efo re  o rd e r in g  new  
containerships.

The Taiw anese carrier already has a large num ber of 
containerships on order, but said last year it p lanned to order 
25 m ore. Those p lans now  are on hold  fo r an indefinite 
period.

Evergreen will take delivery this year on the last four in a 
series o f 10 ships o f 4 ,173-TEU capacity. The carrier has eight 
5,364-TEU  post-Panam ax ships on order for delivery in 1999 
and early 2000. Ten 1,420-TEU feeder ships are due to be 
delivered betw een 1999 and 2001. (Philip Damas)

■  EVA Air, the airline arm o f  Evergreen, says it won 7 cut 
back on its investm ents in new planes because o f  the Asian  
crisis.

A spokesm an said Taiwan has suffered virtually no harm 
from  the econom ic problem s in Southeast Asia.

EVA will take delivery o f tw o M D -11 freighters this year 
and another two next year. The airline also has signed a letter 
o f  intent to order six A 340-500 and A 350-600 from  Airbus. 
(Philip Damas)

■  M ichael D iaz has stepped down as executive d irector o f  
the Transpacific S tabilization A greem ent and W estbound  
Transpacific Stabilization Agreem ent, fo llow in g  com pletion  
o f  his short-term  contract.

Diaz, a  form er A PL executive, was hired last year as the first 
fulltim e top executive o f the TSA and W TSA, tw o discussion 
agreem ents m ade up of conference and independent lines in the 
transpacific.

A spokesm an said D iaz was hired under a six-m onth con-
tract to bring TSA and W TSA policy into focus and to persuade 
the lines’ CEO s to take an active role in the discussion 
agreem ents. Day-to-day details o f the discussion groups have 
been handled by A lbert Pierce, the g roups’ deputy director. 
(Joseph Bonney)

■  Senate M ajority L eader Trent L ott has asked President 
Clinton to nom inate John M oran, a lobbyist fo r  the A m eri-
can W aterways O perators, to f i l l  a Republican vacancy on 
the F ederal M aritim e Com m ission.
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Before joining the AW O, M oran served on the staff o f the 
Senate Com m erce, Science and Transportation Com m ittee. 
His congressional w ork focused on m aritim e issues, including 
a review of the 1984 Shipping Act and reform  o f the liner 
subsidy program.

The FM C has been functioning with four com m issioners 
instead o f its regular five since W illiam  D. Hathaway retired 
two years ago. (Tony Beargie)

■  Sen. John M cC ain, R -A riz.,says his Senate Com m erce, 
Science and Transportation Com m ittee will hold hearings on 
legislation to reform  the Jones A ct cabotage law.

The Jones Act restricts U.S. dom estic shipping to U .S.-flag, 
U.S.-owned, U .S.-built, U .S.-crew ed vessels.

Sen. Jesse Helms, R-N .C., who has introduced legislation to 
loosen the Jones Act, said hearings are likely in late July. (Tony 
Beargie)

■  Arm strong and Associates Inc., based in Stoughton, 
Wis., has ju s t published the fifth  edition o f  “W ho’s W ho in 
Logistics? —  a Guide to Third Party Logistics Services 
Providers.”

Providers are grouped by specialization. In addition to 
lengthy profiles o f 66 prom inent providers in the U.S. and 
abroad, the book provides rankings by total logistics revenues 
(Sea-Land way out ahead w ith $4.2 billion, R yder second with 
$1.8 billion), net logistics revenues (Ryder first w ith $1.5

billion, Schneider D edicated Logistics second with $620 m il-
lion), and num ber o f logistics em ployees (Ryder first with 
11,950, Penske second with 9,600). For inform ation, call (608) 
873-8929. (Robert Mottley)

■  The Am erican Bureau o f  Shipping p lan s to m ove its 
headquarters from  N ew York to H ouston by next summer.

The ship-classification society already has the largest o f its 
three global divisions in H ouston, along w ith affiliated units. 
ABS said about 15 to 20 o f the com pany’s 120 to 150 New 
Y ork em ployees will rem ain in N ew  Y ork after the move.
(Joseph Bonney)

Corrections

In tables listing carrier services on the transatlantic (June issue, 
pages 46-49), the service frequency of HUAL’s transatlantic 
service was listed incorrectly.

The correct transatlantic service frequency for HUAL is three 
times a month, with direct calls at the U.S. ports of Jacksonville, 
Charleston, Baltimore and New York, and the European ports of 
Amsterdam, Bremerhaven and Le Havre.

Edmond Valencia has been named Caribbean sales manager of 
Transconex Inc., not Transiconex (June issue, page 76). The 
companies are not related. Transconex is a forwarding company 
that is a subsidiary of American Fast Freight and has been operating 
in the Puerto Rico market for more than 30 years.

[-LETTERS-------------
Technology, training 
keys to ground handling

I would like to add my opinion related 
“Getting a grip on ground-handling costs” 
(June, page 94).

As an air-cargo transportation techni-
cal consultant and procedures analyst I 
see both sides of the equation. The proper 
introduction of technology into a ground- 
handling operation can compensate for 
the inexperience that outsourcing can 
bring.

Outsourcing is not just an air-cargo 
industry phenomenon. It is used in many 
other industry sectors, from computer 
programming to product manufacturing. 
However, the success of outsourcing is 
dependent on two other main items, line 
management experience and comprehen-
sive training.

If we look at technology, bar-coding 
could be a key element that could sim-
plify cargo handling. Even teenage check-
out clerks, making minimum wage, know 
how to operate a bar-code scanner. The 
problem the air-cargo industry faces is 
how to reduce years of antiquated meth-
ods along with extensive paper handling, 
to a simple technology solution. It’s not 
easy but it can be done.

I recently put together an entire ware-
house conceptual handling flow extract-
ing all the primary routine warehouse 
handling events and changed them all 
into a bar-code scanning process. From 
the acceptance scan at the warehouse 
door (verifying piece count), scan to a 
warehouse location, scan to cargo-build- 
up, scan to generate and OS&D, four 
outbound warehouse functions were re-
duced to a bar-code scan.

This, of course, does not include the 
two-dimensional bar-code scan which 
captured the entire contents of an air 
waybill and electronically placed all nec-
essary information into a carrier host 
computer system. The only data entry 
error that would- have occurred is if the 
forwarder made an error typing the mas-
ter air waybill which created the 2-D bar-
code tag.

I did the import handling as well but 
you can get the picture. Integrating tech-
nology into cargo-handling processes is 
how we can improve service, with inex-
perienced personnel and at a cheaper cost.

Outside o f technology, the next step is 
making sure that front-line supervisors 
have the knowledge to direct operations 
and have the ability to troubleshoot prob-
lems. Unfortunately, many of the super-

visors today have, themselves, limited 
experience in supervising. Therefore they 
have difficulty supervising those who 
have absolutely no idea of the concept 
behind things like an air waybill.

Training for all personnel is necessary. 
In the good old days, when a CF3311 
(American Goods Returned) document 
accompanied a “Delivery Authorized” 
stamp from Customs, the industry learned 
by osmosis. Today entries are ABI and 
releases are AMS, and those responsible 
for troubleshooting why a shipment is not 
cleared have virtually no clue. In the days 
of manual entries we learned what an ID 
was and the difference between a formal 
and informal entry. Now that informa-
tion exists behind a PC screen, with those 
looking at the screen having no idea what ’ s 
supposed to be sitting behind. There is a 
need for fundamental classroom training 
that provides the air-cargo basics.

So the ability to improve service 
through outsourcing is achievable, pro-
vided those industry members include 
technology and training in the equation.

Robert F. Caton
President,
Cargo Shipping Transportation Analysts, 
St. James, N.Y.
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NEWSFRONT

Information technology is reshaping freight forwarding 
and blurring the distinction between shippers' and 

forwarders’ work. A forwarder wants 
the FMC to clarify the rules.

B y  T o n y  B e a r g i e

The Federal Maritime Commission 
is being asked to tell forwarders 
how far they can go in using tech-
nology to provide shippers with in-plant 

forwarding services.
In its traditional form, in-plant forward-

ing is simple: A forwarder assigns staffers 
to a customer’s plant to smooth the han-
dling of shipping information. The staffers 
do the same forwarding work they’d have 
done in their own office, and the forwarder 
earns a fee from the shipper and a commis-
sion from the carrier.

Everyone agrees that’s perfectly legal.
Questions arise, however, when a for-

warder supplies a shipper not with on-site 
staffers, but with computer software that 
permits the shipper to type in data and send 
it on to the forwarder.

In such cases, is the freight-forwarding 
work being performed by the forwarder or

the shipper? It’s an important question, 
because unless a forwarder is doing for-
warding work, it can’t legally receive com-
missions from ocean carriers.

In response to a request by New York- 
based forwarder R.F. International, the FMC 
is collecting industry comments about those 
and other issues related to technology and 
in-plant forwarding.

In-plant forwarding has been around for 
years, but has become widespread at the 
same time many corporations have rushed 
to cut costs by “outsourcing” their logistics 
activities.

Meanwhile, advances in computer tech-
nology and electronic data interchange have 
blurred the line between tasks traditionally 
performed by forwarder and shipper. Some 
forwarders have developed proprietary soft-
ware that permits a shipper to type in data 
which the forwarder then uses to process a

shipment.
R.F. International (RFI) says FMC regu-

lations haven’t kept up with “the on-going 
technological revolution transforming the 
forwarding industry.”

RFI has asked the commission for a major 
rulemaking proceeding that would set clear 
ground rules for in-plant forwarding services 
and forwarder compensation issues.

Atlanta Inquiries. RFI has a reason for 
wanting the FMC to clarify the situation. 
Twice in the last four years, FMC investiga-
tors have looked into the company’s in- 
plant forwarding services.

Responding to complaints by RFI's com-
petitors. the FMC in 1994 informally inves-
tigated in-plant services that RFI provided 
for AJC International, an Atlanta-based 
shipper of frozen food.

The FMC investigators found nothing to 
warrant action, and RFI continued to pro-
vide in-plant services. The company stepped 
up the marketing of its software to shippers, 
and landed several new in-plant accounts.

This spring, the same competitor —  un-
derstood to be USA Cargo Services —  
complained to the FMC again.

“W ithin two weeks, the FMC came 
knocking at our customers’ doors,” said 
RFI’s attorney, Leonard L. Fleisig.

Fleisig said the FM C’s inquiries have 
had a “chilling effect” on the company’s 
business. RFI says competitors have ap-
plied political pressure on the FMC, and 
have warned the company’s clients that if 
they use RFI’s in-plant services, they’ll be 
asking for an investigation by the FMC.

RFI said the commission’s bureau of 
enforcement “has allowed itself to be the 
unwitting validator of these threats by send-
ing investigators to RFI’s clients within 
weeks of the establishment of the RFI- 
shipper relationship.”

James Carey, an investigator in the 
commission’s bureau of enforcement, would 
not comment on the investigation, but con-
firmed that he visited RFI’s clients in the 
Atlanta area.

He said he spent a week investigating 
RFI’s in-house operations where comput-
ers, “but not necessarily personnel,” were 
set up in shippers’ offices.

Charles Haslup, deputy director of the 
commission’s bureau of enforcement, de-
fended the FM C’s inquiries. “You can’t 
find out what the shippers are doing, unless 
you talk to the shippers,” he said.

Regulatory Review. RFI urged the 
commission to conduct a broad review of 
automation’s effect on forwarding.

RFI said the commission should “ad-
dress and evaluate the impact o f modern
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information technology on the customs and 
practices of the freight forwarding industry 
and the regulations governing those cus-
toms and practices.”

The company said that in addition to 
guidelines for in-plant forwarding services, 
the commission should re-examine the rules 
governing forwarder compensation.

“Fundamental questions should be ad-
dressed, such as ‘what constitutes freight 
forwarding?’ and ‘what services must be 
performed in order to qualify for freight 
forwarder compensation?’ ” RF said.

As middlemen, forwarders are paid fees 
by the shipper and commission by the carrier.

To qualify for commissions from carri-
ers , a forwarder must arrange space with the 
carrier or its agent, and prepare and process 
the ocean bill of lading or other documents.

Forwarders are prohibited from sharing 
their fees or commissions with shippers. 
Forwarders may, however, enter special 
contracts with shippers as long as they are 
willing to provide equal terms to similarly 
situated shippers.

The reason forwarders are prohibited 
from sharing commissions with shippers is 
that to do so would allow the shipper to 
obtain transportation at rates below those 
listed in a tariffs or contract. That would 
violate the 1984 Shipping Act (and also 
would be illegal under the pending revision 
o f the act).

Changing Times. RFI said those rules 
worked well when most forwarders were 
small, closely held companies operating in 
one or two ports.

Shippers would mail, phone or fax their 
data to forwarders, which would handle the 
intricacies of booking the cargo and prepar-
ing the documentation. If a forwarder’s 
total costs were less than the fees from 
shippers and commissions from carriers, 
the forwarder made a profit.

Over the last 30 years, RFI said, the 
forwarding industry has become dominated 
by large companies that use information 
technology and EDI to reduce their unit 
costs for handling shipments.

The technology isn't cheap: RF said some 
forwarders report spending more than $1 
million a year on EDI. But once the capital 
investment is made, forwarders can process 
shipments much more cheaply.

“Many forwarders, especially after their 
initial capital investment in EDI-based appli-
cations have been amortized, enjoy signifi-
cantly reduced unit costs ... and greater 
productivity levels than forwarders who have 
not invested in such shipments,” RFI said.

RFI said forwarders should be allowed to 
pass these economies to shippers through 
reduced fees.

However, RFI said that “currently, there 
are no objective standards or guidelines for 
determining the reasonableness of freight 
forwarder fees or whether lower fees of-
fered by competing freight forwarders pro-
viding a distinct service constitutes a 
prohibited ‘reduced’ fee.”

In-Plant. Information technology and 
EDI have not only reduced forwarders’ 
costs, but have spurred the growth of in- 
plant forwarding.

RFI said the trend toward in-plant for-
warding blurs the line between tasks per-
formed by shipper and forwarder, and 
“creates legal issues that the current regula-
tions may not address.”

“W hat’s to stop M icrosoft 
from  becom ing  

a forw arder? I f  you want 
to sell software, sell 

software. I f  you want 
to be a forwarder, 
be a forwarder.”

Edward D. Greenberg
NCBFAA

A forwarder’s in-plant staffers typically 
use the shipper’s office space, and super-
vise or work with the shipper’s staff. “The 
forwarder in-plant may appear to the out-
side world to be the shipper’s employee 
rather than the forwarder’s,” RFI said.

The demarcation between shipper and 
forwarder becomes even more blurred, RFI 
said, when electronic data interchange be-
comes involved.

“As forwarders move towards fully inte-
grated EDI, the role of the in-plant may be 
reduced to that of overseer o f the shipper’s 
data flow,” RFI said “ ... If the in-plant 
merely supervises the data entry performed 
by a shipper employee, is the in-plant still 
performing a forwarding service?”

Some forwarders, such as RFI, have soft-
ware that enables the shipper to transmit 
shipping data to the forwarder, which then 
creates the bill of lading and other shipping 
documents. In some cases, the forwarder 
relays the shipper’s data directly to the ocean 
carrier, which creates the bill of lading.

RFI said this raises numerous questions, 
such as:

•  Does it constitute freight forwarding 
for a forwarder to create a software pro-
gram that enables a shipper to transmit data

directly to liner carriers?
•  Does it matter if the forwarder is con-

stantly updating the system, creating new 
consignee codes, vessel codes, commodity 
and rate codes, thereby facilitating the di-
rect shipper/carrier link?

•  Does the analysis change if the trans-
mission of data is routed, via modem, 
through the forwarder’s office before being 
relayed to the carrier?

•  Does the analysis change if the person 
actually keying in the data is a forwarder 
employee rather than a shipper employee?

RFI’s Operations. RFI says it has fewer 
than 10 in-plant accounts that use the 
company’s customized software.

Fleisig said all are shippers of high-vol- 
ume shipments, project cargoes or compli-
cated shipping transactions.

He said RFI’s ownership, oversight and 
day-to-day maintenance of its system, con-
stitute valid forwarding services. Conse-
quently, he said, the company qualifies for 
traditional commissions from ocean carriers.

RFI developed its own software, and 
allows clients to use the equipment for free, 
but still charges the traditional forwarders’ 
fee, Fleisig said.

Shippers send the information to RFI, 
which relays the data to the ocean carriers.

All o f the information goes through an 
RFI office for checking, said Mitchel S. 
Robbins, chief executive officer for RFI 
Group, the New York-based parent com-
pany of RFI.

“We look at every single piece of infor-
mation that goes through our system,” he 
said. “We have at least two to three people 
watching over individual accounts.”

Robbins said assigning staffers to the 
shipper’s office would be “a waste of money” 
when the information can be input by the 
shipper and transmitted electronically.

“We simply move the information from 
the shipper’s site to ours,” he said. “W e’re 
in the business of managing information.”

NCBFAA. The National Customs Bro-
kers and Forwarders Association of America 
will probably disagree with RFI, said Ed-
ward D. Greenberg, the association ’ s trans-
portation and maritime counsel.

Greenberg is skeptical of RFI’s effort, 
which he said appears designed to persuade 
the FMC to provide official confirmation 
that the company’s in-plant operations are 
legal.

“They’re doing an excellent job in trying 
to cover their tracks,” he said.

The last FMC investigation never made 
it past an informal inquiry, Greenberg said. 
But he added: “I ’m sure the FMC never 
really gave them a clean bill of health.”
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Greenberg said he isn’t familiar with 
details of RFI’s operation, but that he is 
suspicious of the way some forwarders are 
installing software in shippers’ offices and 
calling it in-plant forwarding.

“The forwarder sells computer programs 
to the shippers. The freight forwarder’s num-
ber is typed on the bill of lading and then the 
ocean carrier pays the forwarder a commis-
sion, even though the freight forwarder has 
not done anything,” Greenberg said.

What this all means is that the forwarder 
“is trying to convert the functions of a 
freight forwarder into the functions of a 
software salesman, and we don’t think this 
will fly,” he said.

If the FMC sanctions this practice, "then 
what’s to stop Microsoft from becoming a 
freight forwarder?” Greenberg asked. “If 
you want to sell software, sell software. If 
you want to be a forwarder, be a forwarder.”

Some Are Legitimate. Greenberg said 
the NCBFAA has no problems with legiti-
mate in-plant operations in which the in- 
plant services are perform ed by the 
forwarder’s employees.

"But we do have a problem if this prac-
tice is being used to funnel money to the 
shipper,” he said.

As companies have outsourced logistics

jobs, shippers have transferred their em-
ployees onto the forwarder's payroll, In 
effect, the shipper is receiving compensa-
tion from the forwarder. “That is a shake- 
down, a rebate and a violation of the 
Shipping Act,” Greenberg said.

“RF is doing the right 
thing with the FM C. L et’s 

get it out in the open.”

William Maron
director of ocean exports, 
A.N. Deringer

William Maron, director of ocean exports 
for A.N. Deringer and a longtime member of 
the NCBFAA’s forwarding committee, said 
the FMC should address the issue.

“RF is doing the right thing by making an 
issue out of it with the FMC. Let’s get it out 
in the open,” Maron said.

“No one is against in-plant forwarding, 
as long as it’s a contracted service,” he said. 
“If you put a person in a remote office, you 
have to have an agreement that the shippe% 
isn’t getting something for nothing. If you

just put software in a shipper’s plant and do 
nothing else, that’s wrong.”

The FM C’s Charles Haslup agreed that 
the central question is whether the for-
warder is performing the functions required 
to qualify for commissions paid by ocean 
carriers. •

Trying to establish industry-wide rules 
“could be difficult” because of the poten-
tial of differing operations, Haslup said.

The FMC will decide whether to go for-
ward with a proposed rulemaking or issue 
an order regarding RFI’s activities after 
reviews the comments from forwarders, 
shippers and ocean carriers.

“At this time we are keeping an open 
mind and are simply requesting industry 
views.” said Tom Panebianco, the FM C’s 
general counsel.

“We hope to get an idea from commenters 
as to whether RFI’s concerns are shared 
ones, common to the industry, or whether 
they are unique to RFI,” Panebianco said.

The FM C’s general counsel said it would 
have been helpful if RFI had presented the 
commission with a draft of the proposed 
rule it is advocating.

"That is why commenters are urged by 
the commission too indicate, if they are 
supportive of the petition, what relief they 
are requesting,” he said. ■
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China moves to extend tariff filing
To apply it to all Chinese ports. Shanghai exchange launches 
container shipping index. Officials try to reassure industry.

SHANGHAI
Chinese officials say tariff-filing require-

ments introduced by the Shanghai Ship-
ping Exchange will be extended to all 
Chinese ports.

The Shanghai exchange (SSEX), set up 
under Chinese government regulations in 
November 1996, introduced China’s first 
tariff-filing system in Shanghai and in the 
neighboring ports of the Zhejiang and 
Jiangsu provinces.

The system “has received a fairly good 
result and accumulated a certain experience,” 
said Hong Shanxiang, vice minister of the 
Chinese Ministry of Communications.

As a result, he said, China’s Ministry of 
Communications “has decided to apply this 
system to all the main open ports in China 
and is speeding up the relevant legislation 
and implementation of the system.”

Speaking at a recent shipping policy 
workshop in Shanghai, Hong did not list the 
Chinese container ports to which tariff- 
filing will apply.

He also did not elaborate on whether it 
would exclude the China/U-S trade, as is 
the case with tariff-filing rules implemented 
by the Shanghai Shipping Exchange.

Criticism. The Shanghai exchange has 
been criticized in the U.S. and Europe for 
interfering in the setting of freight rates in the 
Shanghai/Europe and Shanghai/Japan trades.

The Chinese agency has dismissed those 
criticisms. At the recent Shanghai work-
shop, Hong reiterated the exchange’s posi-
tion that it is merely helping make the 
container-shipping market more stable and 
transparent.

He also sought to reassure non-Chinese 
delegates.

“I ’d like to declare hereby that the adop-
tion of the filing system for container trans-
port involves no interference in the right of 
tariff-making by the shipping enterprises,” 
Hong said.

“The authorities in charge of transport in 
China will never decide the freight rate 
which should be made by the shipping 
enterprises themselves,” he said.

Opposite Direction. China’s expan-
sion of its tariff-filing requirements runs 
counter to what’s happening in the U.S.

Pending U.S. shipping-reform legisla-
tion would require ship lines to make tariffs

available only through private tariff ser-
vices, not through the Federal Maritime 
Commission.

Bob Ryan, chief executive officer of 
Pittsburgh-based D.X.I. Inc., the largest of 
those tariff-filing services, attended the 
Shanghai policy workshop and asked ocean 
carriers to consider adopting clear tariff 
data standards in China.

“The existence of the Shanghai Shipping 
Exchange, and the regulation of the ocean 
carriers in the international commerce of 
China, represent major opportunities for 
the world’s ocean carriers,” he said.

D.X.I. Inc. has been commissioned by the 
Shanghai exchange to provide a Chinese 
version of D.X.I.’s automated tariff system.

“As the Shanghai Shipping Exchange 
considers regulation of the Chinese ship-
ping markets, carriers have an opportunity 
to either agree or disagree with the new 
regulations,” Ryan said.

“They have an ability to either partici-
pate in this new market or not participate. 
What every smart carrier must not fail to 
grasp is the importance of providing that 
which your major customers are beginning 
to insist upon —  a clear and concise way to 
have the carrier price and service offering 
appear in the customer’s computer in a way 
that is usable by the customer.”

Xu Lirong, president of the Shanghai 
Shipping Exchange, said the system of tar-
iff filing introduced last year has been suc-
cessful.

He said that, after a period of sharp 
decreases in rate levels, rates in these two 
trades have been stable since the introduc-
tion of the rate filing.

He said the SSEX hasn’t intervened di-
rectly to adjust freight rates. He said rate 
coordination “resulted ... from the freight 
rate filing which is under the unanimous 
agreement of the SSEX, Cargo Owners 
Associations, and the Freight Forwarder 
Associations on the coordination proposed 
by shipping companies based on the prin-
ciples of equality.”

Xu suggested that the SSEX could be a 
substitute for freight conferences, without 
compulsory freight rates. “SSEX cannot 
and will never formulate the freight rate for 
the market, the freight coordination of which 
resembles that of the freight conference, 
who can certainly not fulfill successfully in 
the Chinese shipping market,” he said.

Xu said “the growth of China’s transpor-
tation market is still in the stage of immatu-
rity  w ith  fre q u en t occu rren ces o f 
malpractice.”

He said goals of SSEX are “regulating 
transaction behavior; adjusting freight rates; 
and exchanging information.”

Freight Index. Besides tariff-filing, an 
SSEX initiative this year is development of 
shipping freight indexes.

Xu said the index would provide “essen-
tial operation tools for decision” and “pro-
vides the cargo owners with a neutral and 
formal channel to know the market.”

He noted that there are already many 
freight indexes, the most influential of which 
is the dry-bulk Baltic Freight Index of 
London’s Baltic Exchange.

Xu referred to the role of the Baltic Freight 
Index as a “reference criterion” and as a 
“barometer for the development and fluctua-
tions in the dry bulk market”— rather than as 
prescriptive price level, as some fear.

In April, the SSEX launched its first 
China Container Export Freight Index. That 
index is now released in the publication of 
the SSEX, called Shipping Exchange 
Weekly, and provides data on freight rates 
to Australia, Hong Kong and the Mediterra-
nean.

The container index was adopted after 
consulting 13 major ship lines, Xu said. The 
index is reportedly based on data that con-
tainer lines provide voluntarily.

The container freight index will be pro-
vided from the ports of Shanghai, Dalian, 
T ian jin , Q ingdao , N an jing , N ingbo, 
Xiamen, Fuzhou, Shenzhen and Guangzhou 
on all major trade routes from China: the 
U.S. West Coast, U.S. East Coast, the Medi-
terranean, Europe, Hong Kong, South Ko-
rea, Japan, Southeast Asia, South America, 
South Africa, West Africa, East Africa, 
Australia and New Zealand. SSEX aims to 
set up a freight rate database covering all 
liner trades from Shanghai.

The agency is developing a ‘ ‘China coastal 
transport freight index” and a “Far East dry 
bulk freight index,” to be followed by an-
other index for the tanker sector.

The SSEX believes the indexes will be-
come established in the industry and used 
as financial “futures” instruments by ship 
brokers and other industry players.

Industry sources say the SSEX is invest-
ing a lot of power and manpower in setting 
up the freight index project and intends to 
make a financial return on it.

Xu said the freight index in China is 
urgently needed for “the construction of a 
grand, socialist shipping market in China” 
and “is essential for our status as the world’s 
shipping power.” ■
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IEU governments back TACA fines
BRUSSELS

The European Commission has moved a 
step closer to imposing potentially heavy 
punitive fines on Trans-Atlantic Confer-
ence Agreement carriers.

TACA lines have vowed to go to court if 
the EC moves to fine them for alleged abuse 
of their dominant position in the transatlan-
tic trade and for engaging in joint intermodal 
pricing in Europe.

National governments in the European 
Union endorsed a draft decision proposed 
by the EC against TACA lines during a 
meeting in Brussels on May 26.

At the meeting, the advisory committee 
of EU governments discussed the EC ’s 
draft punitive decision and broadly backed 
the EC ’ s views and proposed action against 
TACA. However, the committee did not 
complete its review of the case and did not 
have time to give the EC its opinion on the 
key issue of punitive fines.

No details of the confidential government 
meeting were released. The committee was 
to meet again on June 15, and a final EC 
decision on the case could come as early as 
July.

A TACA legal source said the need to 
hold a second meeting of government offi-
cials showed “there is something further to 
be discussed” and that governments do not 
necessarily support the EC on every point.

An unconfirmed report which has caused 
great concern among carriers, was that a 
140-page confidential document recom-
mending large fines was sent to EU govern-
ments before the May 26 meeting.

Olav Rakkenes, chairman of TACA and 
chief executive officer of Atlantic Con-
tainer Line, said he had not seen the EC 
document and had no knowledge of its 
contents or the magnitude of potential fines.

But Rakkenes repeated TACA’s warn-
ing that it would challenge an adverse EC 
decision by appealing it in court.

“We have not abused a dominant posi-
tion,” he said. “We always have the right to 
defend ourselves” in court.

Though the EC wouldn’t comment on 
the size of the potential fines, the penalties 
are potentially huge. Maximum fines under 
EC rules are 10 percent of the worldwide 
corporate revenues of the companies, or of 
their parent companies.

According to the EC’s “guidelines” on 
fines, “serious infringements” of competi-
tion are to be punished by fines of Ecul 
million to Ecu20 million ($1 to $22 million) 
per company and “very serious infringe-
ments” get penalties of more than Ecu20 
million ($22 million).

Fines for infringements of medium dura-
tion, defined as one to five years, are in-
creased by 50 percent.

But the EC could use the argument of 
“aggravating circumstances” to further in-
crease the fines. Aggravating circumstances 
include repeated infringements of the same 
type by the same companies and refusal to 
cooperate with the EC. The commission has 
accused TACA of such deeds in the past.

TACA was still trying to work out a settle-
ment in the dispute, which has become a 
politically charged, high-profile case for EC 
Competition Commissioner Karel Van Miert.

An EC source said a formal decision on 
the TACA case would be issued by the 
college of commissioners of the EC.

After the formal notification of the deci-
sion to TACA carriers, the shipping lines will 
have two months to appeal the EC decision to 
the European Court of First Instance.

A court appeal by TACA lines against 
the forthcoming EC decision on what is 
known as the “TACA main case” is now 
virtually certain.

TACA carriers have long maintained that 
they are sheltered from the risk of fines.

The carriers say European courts gave

LONDON
Citing strong volumes from Asia and wors-

ening container-imbalance problems in the 
region, the Far Eastern Freight Conference 
has announced two successive programs of 
rate increases to be implemented by the end 
of the year.

The conference reiterated its plan to raise 
rates on July 1 on westbound shipments 
from Asia and announced a second set of 
increases effective Oct. 1.

The first rate increase for Asian shipments 
outside Japan will be $150 per TEU, except 
for specific countries and ports in East Asia 
(Taiwan) and Southeast Asia (Malaysia, Viet-
nam, Thailand and Indonesia), where in-
creases of $200 to $300 per TEU will apply.

The second rate increase, applicable to 
all westbound shipments including those 
from Japan, will be for a minimum of $150 
per 20-foot container and $300 per 40- 
footer. The new rates would apply for a 
period of three months.

Combined, the price increases would raise 
average rates on most shipments from Asia 
to northern Europe by $300 per TEU, or 
about 25 percent.

Robert Dowse, secretary of the FEFC 
and chief executive of the Asia Westbound 
Rate Agreement, a regional unit of the

TACA legal protection when the court froze 
an earlier decision of the EC to ban the 
intermodal rate-making activities of the 
Trans-Atlantic Agreement, TACA’s pre-
decessor (March 1997 American Shipper, 
page 12).

Separately from the current case, the EC 
has already made a formal decision to lift 
TACA’s immunity from fines. Court pro-
ceedings on the that case have been under 
way since last year.

Written procedures forthe immunity case 
have been completed, clearing the way for 
court hearings. No date has been set for the 
hearings.

TACA carriers said they still hoped to 
settle with the EC. Rakkenes confirmed 
that talks had been held to seek a settlement 
with the EC, though he would not comment 
on their contents.

A TACA carrier executive confirmed that 
a group of large lines, including the Japanese 
carriers, Maersk, Sea-Land and others,were 
seeking an agreement with the EC on the 
application of competition rules in Europe.

The executive added that the carrier group 
“is trying to keep a low profile.” But he said 
that EC may not be willing to link a settle-
ment on how shipping lines should conduct 
their pricing cooperation in Europe with the 
controversial TACA case. ■

conference, said the increases reflect the 
higher costs of shipping from ports in Thai-
land, Vietnam, Malaysia and Indonesia.

He said the program is a rate restoration 
move designed to partially offset several 
years of declining rates.

Do wse said the latest westbound increases 
are more likely to be implemented than pre-
vious attempts. “The trade is booming. The 
experience of January has been very good 
and we expect the increase to get through.”

P&O Nedlloyd, the largest carrier in the 
Asia/Europe trade, said recently that ship 
capacity in the westbound direction was so 
tight that there was a chronic “rollover” of 
cargo from one full ship to the next.

Even from Indonesia, where civil unrest 
led to a disruption of exports, westbound 
cargoes are moving strongly, Dowse said.

The experience of the Asia-to-Europe trade 
mirrors the transpacific eastbound market, 
where carriers recently enforced a $300-per- 
FEU rate rise after arguing that freight levels 
had dived to unsustainable levels.

But the weaker eastbound trade from 
northern Europe to Asia is a different story, 
as both volumes and freight rates are re-
ported to have declined. No increases have 
been announced by the FEFC conference in 
the Europe-to-Asia market. ■

Asia/Europe lines raise westbound rates
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NEWSFRONT

FMC targets Asian Shipowners Forum
Asks 10 transpacific carriers for information . Agency 
wants to know whether rates were discussed.

WASHINGTON
The U.S. Federal Maritime Commission 

is investigating what it says are possible 
violations of the 1984 Shipping Act by 10 
transpacific containership operators.

The FMC ordered members of the Asian 
Shipowners Forum to supply information 
and documents by July 28 about meetings 
the carriers had in March in Hong Kong and 
last year in Taipei.

The Asian Shipowners Forum is an orga-
nization of shipowners from various na-
tions whose members meet to discuss trade 
issues, including possible ways to stabilize 
rates in the Asia/U.S. trades.

The commission said it is concerned that 
the forum’s stabilization committee “may be 
serving as an unmonitored forum for discus-
sions and agreements among ocean carriers, 
and carrier groups, concerning collective pric-
ing and/or collective capacity management.” 

The FMC wants to determine whether the 
forum should be required to obtain commis-

sion permission to continue its discussions.
FMC officials said their interest was 

piqued by reports that the forum’s members 
had reached an understanding to withdraw 
tonnage or reduce sailings in response to 
the Asian economic crisis.

The law forbids carriers to discuss or jointly 
set rates and practices without having an 
approved agreement on file with the FMC.

Forum members are APL, China Ocean 
Shipping Co., Evergreen, Hanjin, Hyundai, 
“K” Line, Mitsui O.S.K. Lines, Orient Over-
seas Container Line, NYK and Yangming.

The forum has five standing committees, 
and at least one committee focuses on is-
sues related to rates, rate increases and 
capacity utilization, the FMC said.

On March 9, the group’s stabilization 
committee announced “a mutual under-
standing and common recognition” on the 
need for rate increases in various trades, the 
importance of maintaining a “common 
ground” among carriers, the need for carri-

ers to share responsibility for trade stabili-
zation, and the “necessity” that the carriers ’ 
chief executive officers “observe orderly 
marketing/pricing in each trade lane.”

Five weeks later, members of the Trans-
pacific Stabilization Agreement agreed to 
seek a $300-per-FEU rate increase on U.S. 
imports from Asia. The TSA is an FMC- 
approved discussion agreement under which 
conference and non-conference lines can 
discuss rates with antitrust immunity. Un-
like conferences, however, discussion agree-
ments can’t jointly set rates.

The commission did not connect its cur-
rent investigation and the TSA increase, 
and an FMC source said the agency is not 
inclined to move against the TSA.

Carriers said the transpacific increase 
was justified, in view of economic factors 
—  ships have been running full eastbound, 
and even the $300 increase leaves rates 
below levels of two or three years ago.

While the FMC sees its order as a request 
for information, “the industry sees it more as 
an investigation,” said George Quadrino, an 
attorney for Mitsui O.S.K. Lines.

The Asian Shipowners’ Forum is neither 
a conference nor a discussion agreement, 
but “is more like a think tank,” he said. “It’s 
really a forum to exchange ideas and to talk 
about industry problems in general.” ■

F o c u s e d  o n  d e l i v e r y

Your business must be focused on producing the 
h ighest qua lity , m ost cos t-e ffec tive  products 
in your market.

O ur focus is to deliver those products to your 
customers.

For easy-to-use, door-to-door logistics services, 
call us today.

= )  D E R I N G E R

Co m ple t e Lo g is t ics So lu t io ns
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- ISO  9000 ce rtifie d  - w w w .a n d erin g er .c o m

AMERICAN SHIPPER: JULY 1998 15

http://www.anderinger.com


NEWSFRONT

FMC approves inland-only conference
Ocean lines can set uniform rates for the U.S. inland portion 
of movements between U.S. and Caribbean, Latin America.

WASHINGTON
A new kind of ocean carrier conference 

—  one covering only inland rates —  has 
been approved by the U.S. Federal Mari-
time Commission.

The Inland Shipping Service Associa-
tion (ISSA) will enable member carriers to 
quote uniform rates between U.S. inland 
points and U.S. ports for cargo moving to 
and from the Caribbean and Latin America.

ISSA spokesmen emphasize that the new 
conference will apply only to U.S. inland 
rates. It will not overlap with the carriers’ 
ocean rates or combined ocean/inland rates, 
which will continue to be quoted under 
existing tariffs and service contracts.

Initial members of ISSA, which has been 
referred to as a “zip-code conference,” are 
Crowley American Transport. Maersk Line, 
King Ocean Service, Seaboard Marine, Sea- 
Land and Dole Ocean Liner Express.

Carriers said ISSA will reduce confusion 
and expense —  for shippers as well as 
carriers —  by making inland rates more 
simple and uniform.

“This has been requested by shippers,” 
said Joe De Braga of Associated Confer-
ences Secretariat, a Hollywood, Fla.-based 
business that administers about a dozen 
conferences and ocean-carrier discussion 
agreements. De Braga is chairman of ISSA.

He said that as more shippers have moved 
toward global contracting, they’ve been 
frustrated and confused by the hodgepodge 
of inland rates governing shipments be-
tween the identical U.S. inland points.

Currently, inland rates can vary widely 
between identical U.S. ports and inland 
points. That can make it difficult to obtain 
or provide rate quotations.

If a shipper is moving cargo on the same 
U.S. inland route to or from origins or 
destinations in multiple countries, “you may 
have to go into five or six different tariffs to 
find all of the rates you have to quote.” De 
Braga said.

For example, a Chicago/Buenos Aires 
shipment via Miami may have a sharply 
different U.S. inland rate from a Chicago/ 
Rio de Janeiro shipment via Miami —  even 
though the shipments have the identical 
U.S. inland routing. A shipment to Trinidad 
may have yet another rate for the Chicago/ 
Miami leg.

Under ISSA, all of those shipments would 
have the same Chicago/Miami rate. What

the carriers charge to move the cargo on the 
ocean segment of the move would depend 
on the carriers’ separate ocean tariff or 
service contract.

Uniform inland rates will “even the play-
ing field for all carriers and shippers,” said 
Elliott Burnside, president o f Crowley 
American Transport.

“This will eliminate much of the confu-
sion and will make life as simple as possible 
for all of us,” he said.

“This will make the process more seam-
less,” said Jay Keegan, senior vice presi-
dent of Sea-Land’s Americas division

Shippers will get faster and more accu-
rate billing, and will save money because 
uniform rates will make it easier for them to 
determine shipping costs, he said.

DeBraga said U.S. inland rates often 
vary widely because they aren’t updated at 
the same time. If a route isn’t used fre-
quently, a carrier isn’t likely to keep its rate 
up to date.

Using a uniform tariff for inland rates 
should alleviate that problem, De Braga said.

ISSA is developing its inland tariff, which 
is expected to be filed as early as mid-July. 
Because carriers’ inland rates now vary 
widely, some adjustments will be neces-
sary. “W e’ll be tweaking at as we go along,” 
he said.

The conference’s zip-code tariff will be

SEOUL
Transpacific carriers, which recently 

pushed through a $300-per-FEU rate in-
crease in the strong Asia-to-U.S. trade, now 
are seeking an increase in westbound rates.

Westbound rates have plunged, largely 
because of Asian currency problems that 
have cut U.S. exports. Carriers also face 
increased container-repositioning costs as 
a result of the imbalanced trade.

At recent owners’ meetings in Seoul, 
conference and independent carriers in the 
W estbound T ranspacific S tabilization 
Agreement agreed to seek a series of west-
bound increases.

The rate-setting Transpacific Westbound 
Rate Agreement, whose members are rep-
resented in the WTSA, immediately an-
nounced a series of increases.

For refrigerated cargo, WTSA will seek 
increases of $ 150 per FEU on July 15, $200

“commodity blind,” meaning shippers will 
be quoted rates on the basis of 20-foot or 40- 
foot containers, said Frank Schwarz, chief 
of the FM C’s office of economics.

Though the ISSA inland rates will be 
separate from carriers’ ocean rates, ship-
pers could request ocean carriers to include 
the ISSA inland rate in their individual 
service contracts. Or they could handle the 
inland rate separately from the port-to-port 
service contract.

The initial six members of ISSA are ex-
pected to be joined by other carriers. De 
Braga said the inland conference won’t af-
fect the existing conferences in the Carib-
bean and Central and South American trades.

ISSA will not affect the ability of any 
conference or individual member to continue 
offering intermodal rates through single-fac-
tor rates in service contracts or tariffs, or 
multifactor rates based on a combination of 
the port-to-port and U.S. inland rate.

The 1984 Shipping Act prohibits confer-
ences from jointly negotiating with provid-
ers of inland transportation in the U.S. The 
pending shipping-act reform bill would re-
move that prohibition, and allow ocean 
carriers to negotiate jointly with trucking 
companies and railroads.

De Braga said, however, that creation of 
ISSA was “coincidental” with shipping de-
regulation. “There’s been a lot of dialogue 
on this in the past, but the timing wasn’t 
right.”

De Braga said carriers could eventually 
use ISSA to reduce their equipment costs by 
working togther to reduce costs of reposi-
tioning idle equipment. “The better job we 
can do controlling our costs, the better job we 
can do satisfying our customers,” he said. ■

per FEU on Oct. 1, and $200 per FEU next 
Jan. 1. On beef and pork from all points and 
poultry from the U.S. East Coast, the in-
crease first two increases will be combined 
into a $350-per-FEU increase Oct. 1.

For non-exempt dry cargo, rates will rise 
$250 per FEU Sept. 1. An exception is hay 
to Japan. This cargo, which has been mov-
ing at rates of less than $600 per FEU, will 
be subject to minimum rates of $890 to 
$965 to Japan. Hay to non-Japanese ports 
will rise $250 on July 15.

Shippers say the increases may not stick. 
The westbound transpacific trade remains 
weak, and one WTSA and TWRA member 
—  Hapag-Lloyd —  has decided to with-
draw from both groups.

Hapag-Lloyd’s withdrawal comes sev-
eral months after P&O Nedlloyd exited the 
same carrier groups. Neither carrier is a 
major player in the transpacific trade. ■

Pacific carriers seek westbound increase
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U.S. logistics providers 
hit stride in Europe

American companies expand into Europe, usually with existing 
customers. Seek alliances with local third parties.

B y  R o b e r t  M o t t l e y

Third-party logistics providers from 
the U.S. are expanding their activi-
ties in Europe at an unprecedented 
rate, according to a recent survey by KPMG 

Transportation and Distribution.
In doing so, providers with American 

roots target European clients that fit a cer-
tain profile. “The attractiveness (of a pos-
sib le  custom er) depends on like ly  
contributions to short and long-term profit 
and how well the client’s needs can be 
matched to the provider’s present opera-
tions,” the report noted.

In hunting clients, third-party respondents 
to the survey said they began with their own 
customer databases. After that, three-quar-
ters of the researched companies used rela-
tions of employees as sources of information,’ ’ 
KPMG’s consultants said. “Half of the com-
panies said they obtained data from the 
Internet.” Substantial business was initiated 
from rumors heard at trade conferences, 
tracked down subsequently by the providers ’ 
sales representatives.

The team approach to making sales seems 
especially favored. “When asked which 
specialists would be required in such a 
team, 80 percent said a savvy sales manager 
was paramount,” the survey reported. Half 
of the respondents wanted “logistics engi-
neers” on their sales teams.

Clients are looking for “demonstrated 
cost savings and proof of prior expertise in 
similar projects.” Bells-and-whistles infor-
mation technology is also a plus.

What services do European customers 
want? Third-party providers ranked the fol-
lowing by the degree of interest shown from 
possible clients: Inventory and cost account-

“ We’ve gone there 
completely without assets. 
We’re only transportation  

logistics integrators.
We don’t run any 

assets at a ll.”

L a r r y  S u r
president,
Schneider Logistics

ing (71 percent), just-in-time logistics (67 
percent), warehouse management (57 per-
cent), value-added logistics (57 percent) and 
logistics engineering (57 percent).

All of KPMG’s survey's respondents said 
that they generally tried to make strategic 
alliances with local providers for customs 
and tax activities, while keeping their fi-
nancial control in-house. They reported that 
many clients in Europe seemed to care little 
for how well or poorly logistics providers 
functioned as administrators. “They are only 
interested in how well we do their work,” 
one source admitted.

American Shipper asked several U.S.- 
based third-party logistics providers to com-
ment on their expanded European operations.

Foothold In Venlo. Larry Sur, president 
of Schneider Logistics, said that “we were 
invited to go to Europe by Case Corp. W e’ve 
been there over a year and a half. When we

started, we took a team of our people and put 
them over there to look at the situation and 
determine what we needed to do.”

“We wanted to prove the concept that we 
could add value there to their products 
supply chain by doing the same kind of 
things we do here, our people working with 
theirs to help them lower their costs.”

“We were able to save more than our 
costs, more than our fees, and improve the 
service level of Case. They’ve been happy. 
With that under our belt, we decided estab-
lish a headquarters in Europe. That was 
always our intention. You can’t go over 
there for just one customer.”

Sur hired Erik Fox, a Dutch citizen, as 
managing director of SLI —  or Schneider 
Logistics in Europe. “I decided that we 
would locate our operation in Venlo, a 
small town in the Netherlands on the Ger-
man border. It is not unlike Green Bay, 
Wis., our home base in the U.S.”

Sur also chose Venlo because it is a 
logistics center, with a highly regarded lo-
gistics institute; students graduate with a 
degree in logistics management.

We ’■ve gone over there completely with-
out assets,” he said. “W e’re only transpor-
tation logistics integrators. We don’t run 
any assets at all.”

“We see borders coming down. The euro 
is going to be important in helping to bring 
about a homogenous operating environ-
ment, without the many currencies and dif-
fering rules and regulations that today stand 
in the way of an efficient, pan-European 
transportation network.”

Among Schneider Logistics’s first cli-
ents obtained from Venlo, one is based in
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LOGISTICS MANAGEMENT

Europe and the others are affiliated divi-
sions of U.S. companies for which the pro-
vider has already done work.

Some possible clients were puzzled by 
what they perceived as an American spin to 
logistics as they have known it, broadening 
concepts that had been kept strictly within 
the boundaries of transportation, Sur said.

“It’s a new way of thinking for European 
companies,” he said. “When we hear the term 
‘logistics’ in Europe, most of them say, ‘well, 
where’s your warehouse? You have to have 
one. ’ They mostly think of logistics from the 
warehouse out. We have to get them around 
to seeing that a warehouse is only one com-
ponent of the product supply chain.”

“By ‘overall logistics,’ we mean looking 
at transportation costs, transportation man-
agement, and the engineering aspects around 
that, which is a different concept.”

“W e’re trying to tell companies which 
may have had independent divisions in each 
European country that if they put all of 
those flows together, they could get more 
efficiency out of their whole network.” 

One problem for U.S. logistics providers 
is that efficiency in Europe often has a 
different tempo. Despite differences in per-
ception, Sur feels that “w e’re in the right 
place at the right time.”

F:amiliarity First. Jeffrey D. Hurley, vice 
president, market development for Cus-
tomized Transportation Inc. (CTI), the Jack-
sonville-based logistics subsidiary of CSX 
Corp., said that “our basic strategy in Eu-
rope has been to expand with customers we 
currently do business with here in the States. 
W e’re not over there marketing the services 
of CTI to customers that are really not 
familiar with how we do business.”

“If Ford Motor wants to go to Europe, 
we’ll take what we know very well works 
for that client in the States and go imple-
ment that in European countries.

“We put a box around the market and the 
opportunities there.”

Would looking for fresh business be an 
uphill venture? “Not at all,” Hurley said. 
“W e’ve talked to several customers we 
don't do business with today, and they’ve 
been very receptive to some of the logistics 
processes we have in the States. They have 
hinted that some of their providers are not at 
that level of detail in managing their busi-
ness for them.”

Outsourcing is catching on in Europe, 
but it has not yet created the market for 
providers that exists in the U.S. “When 
European executives come over to the States 
and go through some of CTI’s operations 
here,” Hurley said, “I think there’s some 
immediate association with how those ben-
efits could be enjoyed by them at home. The

light bulb goes on right away.”
Yet some basic notions," such as getting 

production schedule information from a 
plant, so that we can do planning and view 
that to help manage the logistics part of the 
business, is a new concept for Europeans.” 

“We don’t have a standard pricing sched-
ule for all customers. For a lot of our services, 
we go in and design something specifically 
for a client. The resources and equipment it 
takes to manage that business are really fo-
cused on that customer. The pricing issues 
are a one-on-one type of relationship. We 
don’t say, ‘well, for all cross-docking ser-

“We were always clear  —  

from  day one  —  that it had  
to be a European team, 
m anaging a European  

business, turning cultural 
diversity into a strength.”

Paul Carvell
VP, sales & marketing, 
Penske Logistics

vices in Europe, we’re going to charge 50 
cents a hundredweight.’ ”

CTI hires management personnel “from 
the countries w e’re doing business in. There 
are some proprietary things we do that we 
don’t want to lose control of, and so we hire 
our own people. It’s very important to have 
the right fit —  a round peg in a round hole 
—  someone fluent in a country's language 
and culture who also knows us well. That 
transition takes a while,” Hurley said.

“We opened in South America almost two 
years ago. W e’re just now bringing back 
some of the ex-pats from those operations, 
because they are now at a point where we can 
turn them over to people in-country.”

Penske’s ‘Pearls.’ Paul Carvell, vice 
president of sales and marketing for the 
European subsidiary of Penske Logistics, 
in Reading, Pa., said that “there’s an excep-
tionally large logistics market over here. 
I t’s a mix: you have a transportation market 
and a logistics market.

Carvell, based in Great Britain, explained 
that “the total transportation market in Eu-
rope is about $820 billion. The logistics 
market is about $130 billion. Outsourcing so 
far runs about $31 billion, but the outsourcing 
market is growing at the rate of 20 percent a 
year, which we see as holding until 2003.”

“That’s a pan-European response to the

way manufacturers want to see themselves. 
They recognize now that the globalization 
of products requires an intensive logistics 
support service,” he said.

Penske has not encountered much resis-
tance to new logistics concepts. “When we 
entered the European market a year ago, we 
started looking for new clients, not just 
subsidiaries of our American ones.”

To establish a service network through 
Europe, “we’re physically acquiring a num-
ber of established logistics companies in the 
major developing countries,” Carvell said. 
“We call them our ‘string of pearls’— one in 
the U.K., one in Holland, one Germany, 
France, Italy, and Iberia (Spain, Portugal, 
Gibraltar). We link them electronically with 
an IT system we brought over from the 
States, and then connect them with a trans-
portation operation that allows the balanced 
movement of goods between the countries.

“All of our acquisitions will be in place by 
mid-1999. Meantime, the euro is afact of life, 
certainly within Penske and within General 
Electric, our parent company. We are taking 
it very seriously. Our programs are now euro- 
aware. Companies that plan now for it will 
have a competitive advantage.”

Deregulation of cross-border movements 
has increased in the last few years. Simulta-
neously, there has been a decline in protec-
tionist measures such as cabotage, a term for 
a barrier “when a country will not let you pick 
up goods within its borders. You can deliver 
into the country, but you can’t ship goods out 
of it or make deliveries within it. That was the 
situation in Germany for years, and of course, 
played havoc with any sort of pan-European 
logistics overview,” he said. “Fortunately, 
cabotage is being scrapped now.”

Word Of Warning. Carvell, who has 
had 22 years of logistics transportation ex-
perience within Europe, scoffs at “Ameri-
can logistics planners who come to Europe 
to sell ‘how they do it at hom e’ and then 
wonder why they’ve been sent packing 
with their tails between their legs.”

“ You have to understand local culture, and 
work within that culture. Hustling Ameri-
cans who come over here flashing cash, and 
who are badly burned for their efforts, never 
seem to understand why that happens. Some 
are getting smarter about how they look for 
clients, but not all of them.”

“When we did the business plan for 
Penske’s new venture, we were always clear 
—  from day one —  that it had to be a 
European team, managing a European busi-
ness, turning cultural diversity into a strength.” 

“Otherwise, we would come up against 
pretty high brick walls, because these coun-
tries can make an absolute fool of you if you 
put a foot wrong.” ■
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Kuehne & Nagel 
targets logistics

Global freight forwarder implements new> logistics strategy, 
starting with coordination o f logistics in Europe.

B y  P h i l i p  D a m a s

Kuehne & Nagel, the Swiss/Ger-
man global freight forwarder, is 
integrating and expanding its lo-
gistics activities in an attempt to create 

“intercontinental logistics chains.”
The logistics strategy was developed with 

the help of outside marketing consultants. It 
targets four segments of the logistics mar-
ket: Consumer electronics, non-food du-
rable goods, automotive and chemical/ 
industrial goods.

“Logistics operations are of crucial sig-
nificance for the further 
evolution of the Kuehne 
& Nagel group.” said 
Klaus-Michael Kuehne, 
chief executive officer.
“These facilitate the es-
tablishment of long-term 
partnerships.”

First implemented in 
Europe in recent months, the logistics plan 
is to be unrolled in other parts of the world 
in the future.

Hans-Peter Kostan, line chief executive 
at K&N responsible for western Europe 
except Germany, said logistics activities in 
Europe were managed by separate regions 
or countries until last year.

A reorganization of K&N' s logistics busi-
ness, designed to ensure a pan-European 
coordination, has led to a single “line man-
agement,” which is responsible for inte-
grated logistics in Europe, Kostan said.

With the integration of the European 
market and changes in market demand, 
“there is a need to look at Europe as a single 
entity,” Kostan said.

He stressed that the pan-European logis-
tics management team, based at K&N ’ s head-
quarters in Schindellegi, Switzerland, will 
use the different seafreight and airfreight 
services still managed separately by indi-
vidual countries’ or regions’ management.

Warehousing, land transportation and 
national distribution is controlled locally,

but they come into play as components of 
“integrated logistics.”

But Kostan warned that companies are 
not yet ready to think in terms of global 
logistics —  and will not outsource world-
wide logistics operations to a single global 
logistics provider.

“Global logistics is so complex and huge 
that the IBMs and Compaqs still split it 
between different providers,” he said. No 
logistics provider is strong in every region 
of the world, he said.

Despite these caveats, Kostan said one of 
the main strengths of K&N is its worldwide 
network, which includes 480 bases in 82 
countries.

DHL Deal. While the debate continues in 
the forwarding industry about how to deal 
with the threat posed by integrators, K&N 
recently announced a cooperation agree-
ment with DHL.

“Freight forwarders cannot deal with ev-
ery aspect of transport— particularly small 
packages,” Kostan said. Forwarders need 
to cooperate with specialized operators, 
such as integrated carriers which “do it 
professsionally.”

Integrators also are confronted with the 
need to move larger shipments for their 
customers, though they have already in-
creased the weight limit of shipments which 
they can handle up to 70 kilograms, he said.

With the DHL agreement, “we can say to 
clients that we handle all types of cargo,” 
Kostan said. If K&N gets a contract, it will 
use DHL as an underlying carrier for small 
packages. And if DHL signs an agreement 
with a shipper that includes moving conven-
tional airfreight, it will do it in its own name 
but will use the K&N network.

As integrators have been penetrating the 
conventional airfreight market, the market 
is restructuring, he said. "The size of ship-
ments is diminishing ... because of faster 
supply chains.”

Outsourcing Deals. K&M recently 
completed two high-profile outsourcing 
deals with Du Pont and Philips’ Domestic 
Appliances & Personal Care.

Kostan called the Du Pont contract “the 
largest, most complex outsourcing deal” 
that K&N has had so far. The chemical 
company asked K&N to manage its Euro-
pean distribution, including outbound and 
inbound materials via European ports.

K&N has made substantial progress in 
implementing the agreement since the deal 
was announced last August, Koston said. 
About half of DuPont’s European logistics 
operations have been transferred to K&N. 
The balance will be taken over by the end of 
the year.

The forwarder will then be responsible 
for moving about 800,000 tons a year of 
cargo overland in Europe.

K&N said that Du Pont will retain “a 
leadership team that will develop and main-
tain Du Pont’s distribution architecture and 
standards.” In turn, K&N has assigned a 
logistics management team to provide ser-
vices to Du Pont. This team is also sup-
ported by K&N specialists in overland, 
ocean and air cargo services.

Under its three-year contract for Philips ’ 
Domestic Appliances and Personal Care, 
an arm of the Dutch multinational Philips, 
K&N is responsible for Europe-wide ware-
housing. The contract, said to be one of the 
largest of its type, covers an annual volume 
of 350,000 cubic meters.

The agreement “involves a decentralized 
warehousing concept with standardized 
processes across all regional distribution 
centers,” K&N said. This approach makes 
it possible to “constantly fine-tune goods 
flows according to market demands, to sup-
ply individual customers from any point in 
the chain and to reduce the number of 
warehouses in Europe,” the company said.

Philips said the project supports the firm’s 
“quick response program,” aimed at acceler-
ating the reaction speed of the supply chain. 
Overall logistics and financial management 
are integrated by using the SAP R/3 software, 
while K&N operates standardized warehous-
ing processes through a jointly designed 
warehousing management system.

The division of K&N which combines 
overland transport, rail transport and logis-
tics activities produced total revenues of 
SFrl.5 billion ($1 billion) last year, com-
pared to SFrl.23 billion in 1996.

Last year, ocean freight generated 2.3 
billion Swiss francs ($1.6 billion) in rev-
enue, or 36 percent o f the SFr6.2 billion 
($4.4 billion) in group revenues. The air-
freight division produced revenues of 
SFrl .5 billion ($ 1 billion), or 24 percent of 
group activities. ■

Kuehne
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B/Ls and back letters: An intrinsic conflict
Back letters aim to meet the objectives o f both the shipper and carrier, 
but it is preferable to avoid them altogether.

As a title document, abill of lading has an 
intrinsic conflict. It must objectively state 
the true particulars of the shipment, as fur-
nished by the shipper. But the carrier ulti-
mately decides how these particulars are 
written in the B/L.

The carrier usually has no expert knowl-
edge of the cargo and has therefore no 
objective judgment of the correctness or 
validity of these particulars. Consequently, 
for his own protection, the carrier often 
adds safeguards which do not 
reflect the truth, at least in the 
eyes of the shipper.

The shipper can only get 
“his” truth inserted in the B/L 
in exchange of a back letter, in 
which he attempts to indem-
nify the carrier against poten-
tial c laim s. The ca rrie r  
mentions reservations on the 
B/L to avoid such claims.

Though they’re used worldwide, back 
letters are controversial, because they con-
flict with the basic principle that the B/L 
should state the objective and independent 
truth with respect to the cargo. Back letters 
perpe tuate  as a consequence o f the 
overprudent attitude of carriers.

The international conventions which form 
the basis of B/L’s (the Hague Rules or, as 
amended, the Hague/Visby Rules), are to-
tally silent on the question of back letters. 
The reason is that the convention contains a 
sufficient guarantee for the carrier to have 
recourse to the shipper in case the shipper’s 
description is incomplete or untruthful.

By contrast, the new convention known 
as the Hamburg Rules devotes attention to

this phenomenon. It also mentions a form of 
malpractice, which the current convention 
ignores, as explained later in this column.

Carrier vs. shipper
A B/L must show, among other things, 

the apparent order and condition of the 
goods. This rule is found in the Hague and 
the Hague/Visby Rules (article 3.3). It is 
usually found, too, in the laws of countries 
which have embodied the contents of either 

convention in their national 
legislation, such as the United 
States’ Carriage of Goods by 
Sea Act (COGSA).

There is no exception to this 
rule. This means that what-
ever is mentioned in the B/L 
concerning “the apparent or-
der and condition of the goods” 
is final.

Though the shipper initially 
provides the details, the description of the 
cargo is at the sole discretion of the carrier 
who completes the B/L.

If the carrier deviates from the shipper’s 
description, the shipper may argue as much 
as he wishes about the carrier’s allegedly 
erroneous view of the apparent order and 
condition of the goods. If the carrier persists 
in his view or impression, then that’s it and 
he will mention it in the B/L.

However, the shipper often has serious 
reasons to insist that the carrier drops or 
omits a negative qualification concerning 
the order and condition of the goods.

It's vital that the shipper’s version of the 
description of the shipment is inserted in 
the B/L in order to present a “clean” B/L to

the bank if he has sold on documentary 
credit conditions.

The bank may refuse to accept a “dirty” or 
claused, B/L, or may only accept it subject to 
a reservation. It may also refuse or defer 
payment, or pay subject to a guarantee.

Prima facie evidence
In principle, carriers are happy to please 

shippers by dropping their qualifications 
about the order and condition of the goods, 
but doing so would affect carriers ’ liability.

Carriers (not only in maritime transport) 
are contractually obligated to deliver goods 
in the order and condition as received. If the 
order and condition of the goods has changed 
during carriage, and if that change repre-
sents a loss of value, the carrier is liable to 
pay such loss of value to the receiver (though 
perhaps not fully, as the carrier is protected 
by certain liability limitations in terms of 
maximum amounts).

In practice, an objective “parameter” is 
required to establish that the shipment’s 
apparent order, condition and other particu-
lars upon arrival is consistent to when it was 
loaded.

The same parameter should enable the 
parties to assess the measure and kind of 
changes which have occurred during the 
voyage. The convention defines the param-
eter by saying that the B/L’s description of 
the goods when they were received consti-
tutes prima facie evidence of the order and 
condition in which the shipment was loaded, 
and that proof to the contrary is not allowed 
when the B/L has been transferred to a third 
party acting in good faith (article 3.4) of the 
Hague and Hague-Visby conventions.

Back letters 
are perpetuated 

as a consequence 
of the overprudent 

attitude 
of carriers.
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This explains why carriers are often ex-
cessively prudent in qualifying the appar-
ent order and condition of the goods which 
they receive for shipment. The carrier of-
ten mentions the slightest deviation from 
what they view as good order and condi-
tion of the goods. If they don’t, carriers fear 
that the receiver may lodge a claim and that 
a court will not allow any proof offered by 
the carrier to reject the claim.

Carriers are not always familiar with the 
hundreds of commodities which they ac-
cept for transport and are therefore suspi-
cious of things like dented drums, rusty 
iron, stained bags and cartons and battered 
containers.

Everybody in a particular trade will know 
that, naturally, even some new drums may 
be dented. It is also considered 
normal for certain iron objects to 
be rusty under most atmospheric 
conditions within 24 hours after 
production, or that bags and car-
tons are stained or dirty and con-
tainers are battered owing to 
rough handling.

A selection of common “quali-
fications” accepted by different 
trades are not considered to make 
a B/L "dirty” (see table).

Carriers themselves may feel 
relaxed about the qualifications.
They fear the judgment of the 
receiver and his claim, which they 
are totally unable to counter ef-
fectively. If the receiver points 
out minor discrepancies in the 
apparent order and condition of 
the goods not mentioned in the 
B/L, then the carrier would have 
to “prove to the contrary” that the 
shipment is normal for the com-
modity and packing concerned.

In particular, carriers fear that 
when receivers reject a shipment 
on grounds its order and condi-
tion doesn’t conform the B/L, 
they really have other motives 
for refusing the shipment— such 
as changed market conditions that 
may have turned the deal into a 
loser.

Shippers could live with a great 
number of B/L qualifications, but 
they, too, fear surprising reac-
tions from receivers in the form 
of claims: claims to reimburse 
part of the price paid or a dis-
count to the invoice, a refusal to 
accept the shipment if that has 
not been paid in advance and so 
on. Shippers who have sold on 
documentary credit conditions 
have, as mentioned above, the
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additional worry that the intervening banks 
may refuse to pay against a so-called “dirty” 
B/L.

Removing clauses
For these reason, shippers are often ready 

to go to great lengths to persuade carriers to 
omit remarks in the B/L relating to the 
apparent order and condition of the goods. 
They threaten to withhold future shipments 
from carriers and to ship with the competi-
tion.

If this does not work (the threat may be 
empty if there is no competition offering 
an equal quality service), a back letter is 
proposed.

The essence of a back letter is that the 
shipper guarantees to reimburse the carrier

for liability that the carrier would have 
avoided by placing his intended remark on 
the B/L. Carriers often are willing to sub-
stitute an already-issued claused or “dirty” 
B/L with a “clean” one in exchange for a 
back letter issued by the shipper.

Before accepting to sign back letters, a 
shipper must be confident that he is not 
taking on a likely risk of having to indem-
nify carriers against claims from consign-
ees resulting from the removal of the 
carriers' reservations on the B/Ls concern-
ing the apparent order and condition of the 
goods. The shipper has to be satisfied that 
removing the reservations will not result in 
the receiver lodging a claim. Moreover, the 
scope of the guarantee by the shipper, of 
reimbursing the carrier against a potential 

claim, must be limited to this 
claim.

The problem with these model 
back letters, often presented by 
carriers to shippers for signature, 
is that they are so widely and 
loosely phrased that they cover 
any damage or loss.

When a carrier is willing to 
substitute a “clean "B/L for an 
already-issued “dirty” one, the 
shipper should take the original 
“dirty” B/L and convert it into a 
back letter. A shipper can do this 
simply by stating on it that he 
will indemnify the carrier for a 
claim which the receiver might 
lodge with the carrier as conse-
quence of the omission of the 
remark in the replacement B/L..

So far, this discussion has been 
restricted to back letters to avoid 
or remove clauses in a B/L which 
do not really, at least not in the 
eyes of those familiar with the 
type of cargo concerned, degrade 
the apparent good order and con-
dition of the shipment and thereby 
the value.

But there are other, more jus-
tified clauses.

“Said to contain” clause
The Hague and Hague-Visby 

conventions allow carriers to in-
sert a clause in the B/L express-
ing his reasonable suspicion that 
the marks, number, quantity or 
weight stated in the B/L do not 
accurately represent the goods 
received (article 3.3.c).

Also, if  the carrier has no rea-
sonable means of checking that 
such data in the B/L are correct, 
a clause stating so may be in-
serted. This was very common

Claused, but not dirty
Certain common reservations on a bill of lading are consid-

ered not to make the B/L “dirty.”
The International Chamber of Commerce recommended that 

sellers and buyers agree on and clarify in their documentary 
credit conditions, that shipments with certain innocuous reser-
vations about their apparent conditions are normal and that B/Ls 
containing such clauses should not be rejected by the banks.

Following is a selection of “normal” clauses which should 
be treated as not making a B/L dirty.

Trade Clauses

Oil raw material; 
oil fats

“Used drums,” “Second-hand used drums,” 
“Old used drums,” “Old dented drums.”

Dairy products “Soiling of undamaged cases caused by old 
broken cases (eggs).”

Poultry “Some cartons dented,” "Cartons partly dented.”

Slaughterhouse
products

“Wrapping bloodstained.”

Wine and spirits “Packed in cartons,” “Goods in oak-wood 
barrels.”

Feeding stuffs “Second-hand bags,” Second-hand gunnies 
(or gunny bags),” “Second-hand jute bags,” 
“Packed in good second-hand bags,” 
“Packed in single gunny second-hand.”

Cotton “Dirty bales,” “Bales not cross hooped,” 
“Contamination of bales caused by open air 
storage (shore damage) in ... (port of 
shipment).”

Wool “Torn bales,” “Wrappers torn and stained,” 
“Ends dirty.”

Sawn wood “Shipped wet,” “Loaded during rain.”

Newsprint (reels) “Tears, not excessive,” “Edges crushed, not 
excessive,” “Slight tearings and damages on 
the edges,” “Cuts and dents, not exceeding 
half an inch,” “Chafed and torn.”

Iron and steel “Unprotected,” “Edges unprotected,” “Slightly 
rusty,” “Slightly atmospherically rusty,” 
“Atmospherically rust spotted,” “Rust spotted.”

Source: International Chamber of Commerce, brochure 223.
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p rac tice  in resp ect o f conven tiona l 
breakbulk cargo. An endless variety of 
clauses had become almost standard, for 
example (number) bags in dispute,” “ ... 
(number) bales missing” and so on. They 
still occur in conventional shipping.

Back letters which remove such clauses 
from B/Ls are dangerous for shippers, even 
if the shippers are 100 percent 
certain that the clause was only 
the consequence of an error 
made by the tallyman in the 
port.

The very existence of such a 
back letter may encourage 
somebody who knows about it 
to tip the receiver. One doesn ’t 
need much imagination to pre-
dict what would happen then.

With the introduction of containers, 
clauses of this nature have been reduced 
considerably, replaced by mentions like 
“said to contain.”

“Said to contain” implies that the carrier 
relies on the figures supplied by the ship-
per without reasonable means for the car-
rier to check the veracity of them (article 
3.3.C, end). Indeed, opening, stripping, 
counting or weighing the contents and 
restuffing all boxes before loading along-
side the ship is not feasible and would

remove all economic and technical advan-
tages of containerization and would prob-
ably  m ake it m ore ex p en siv e  than 
conventional shipping.

There is no need for shippers to have the 
“said to contain” or similar clauses removed 
from B/L’s against a back letter, because it 
is generally accepted that they do not turn a 

B/L “dirty.”
On the other hand, a “said to 

contain” or similar clause is 
not essential for the carrier ei-
ther, since the convention con-
tains the rule that the shipper 
is deemed to have guaranteed 
to the carrier the correctness 
of the particulars of marks, 
number, quantity and weight 
as furnished by the shipper 

(article 3.5).
The shipper must indemnify the carrier 

against all loss and damage arising or re-
sulting from inaccuracies in such particu-
lars. Thus, if the receiver of a box finds less 
or other objects in it than what the B/L says, 
the carrier should ask the shipper to indem-
nify him when he honors the receiver’s 
claim. If the shipper tries the defense that, 
surely, part or all of the contents were 
substituted in the box or removed from it 
while in custody of the carrier, the shipper

would have to prove this in keeping with the 
golden judicial principle that the party who 
claims something must prove it, unless the 
law stipulates differently.

Therefore, it is justified to conclude that, 
whenever containers are used for transport, 
there is no need to use back letters.

Still, the Hamburg Rules, unlike the 
Hague and Hague/Visby Rules, do mention 
back letters. The Hamburg Rules even le-
galize them. This may explain why certain 
countries have not ratified the Hamburg 
Rules or not incorporated them into their 
national laws, because certain countries 
have always treated back letters as fraud in 
writing or as complicity to it.

However, the Hamburg Rules reveal in 
the section concerning back letters (Part IV, 
Article XVII) a form of fraud which may 
have been common before the rules were 
first drafted, and probably still is common. 
In this respect, the following has been in-
cluded in the Hamburg Rules: If the carrier, 
by omitting a reservation in the B/L, intends 
to defraud a third party, including a re-
ceiver, and if the omitted reservation refers 
to particulars provided by the shipper for 
insertion in the B/L, the carrier has no right 
of indemnity from the shipper and loses 
also the benefit of the limitation of his 
liability. ■

The problem with 
these model back 
letters is that they 
are so widely and 
loosely phrased 

that they cover any 
damage or loss.
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V  Shippers’ Case Law
W s  ---------------------------------------------------------------' /  Abstracts by Robert Mottley

Disclaimer doesn’t make a clean B/L unclean
Fox and Associates bought 448 cartons of men’s flight jackets 

from Deko Subic International Inc., in the Philippines. When the 
cargo arrived in Manila, DSL Transportation Services Inc., the 
NVO involved, and Hanjin, the ocean carrier, issued clean bills of 
lading to Fox to ship the jackets to Chicago by way of Los Angeles. 
The cargo was short-delivered, for a loss to Fox of $36,983.13.

When Fox sued in a federal district court in California, 
arguing that “all or part of the loss of cargo was of a transit 
nature,” Hanjin asked for summary judgment against the ship-
per. U.S. Magistrate Judge Rosalyn M. Chapman, in her ruling, 
wrote that “to establish a prima facie case under The Carriage of 
Goods By Sea Act (COGSA), the shipper must prove that the 
cargo was delivered to the carrier in good condition, and the 
carrier delivered the cargo in damaged or short condition.” 

Under COGSA, “no carrier shall be bound to state or show in 
the bill of lading any marks, number, quantity or weight which 
he had reasonable ground for suspecting did not accurately 
represent the goods actually received, or which he had no 
reasonable means of checking.”

In the usual cargo-damage case, the shipper shows “good 
condition on shipment” by introducing a “clean" bill of lading, 
which contains no language qualifying the acknowledgment of 
the apparent good order and condition of the cargo.

Chapman noted that the 9th U . S. Circuit Court of Appeals has 
found that disclaimers such as “particulars declared by shipper,” 
“shipper’s weight,” or “said to be” does not render an otherwise 
clean ocean bill of lading “foul.”

Fox’s bill of lading stipulated 448 cartons of m en’s jackets 
weighing 6218 kilograms, based solely on representations made 
in the Philippines by the shipper and the NVO. Chapman 
observed that, under COGSA, Hanjin could have refused to state 
the number of cartons and weight on the bill of lading. Also, 
Hanjin could have weighed the whole container in Manila, 
thereby verifying the weight claimed by the shipper, but the 
carrier chose not to do so.

Although Hanjin had written the disclaimer “shipper’s load 
and count” on the bill of lading, that was not sufficient, in the 
court’s view, to make the otherwise-clean bill of lading unclean.

The container of jackets was unloaded at Hanjin’s Long Beach 
terminal, then was transported by Burlington Northern Railroad to 
Chicago. Fox had contracted with T&T Transfer Inc. to deliver the 
container from Burlington ’ s rail yard to Fox ’ s facility in Evanston. 
At Fox’s facility, the seal was broken and inspectors discovered a 
shortage of 213 cartons containing 2,556 flight jackets.

Hanjin argued that the bill of lading established delivery at the 
time the cargo was discharged by Burlington to T&T. Chapman 
found two clauses in the bill of lading “to be ambiguous: it is 
unclear whether Hanjin’s responsibility for the cargo continued 
until it was delivered to T&T. That ambiguity requires this Court 
to find that Hanjin had actual custody of the cargo.”

Finally, Hanjin asserted that it was free from any fault or 
negligence because the container’s seal remained intact. In deny-
ing the carrier’s request for summary judgment, Chapman ob-
served that “merely because the container with an intact seal was 
delivered by Hanjin does not conclusively prove that loss did not

occur while the container was in the carrier’s possession.”
The court also cited the opinion of a surveyor, hired by Fox to 

investigate the short delivery, that “the loss occurred, in all 
probability, at the port of Manila (while in Hanjin's custody),” 
adding that while the surveyor had not inspected the container or 
its seal, he had based his opinion “in part, on foreign government 
documents from the Republic of the Philippines.”
[Fox and Associates Inc., v. Hanjin Y okohama, et al.; U.S. District 
Court, Central District of California: No. CV 96-6354-RC.]

Court upholds ‘deed’ between shipper and NVO
Axess International shipped goods from Hong Kong to the 

U.S. pursuant to a bill of lading issued by Max Bright Services, 
an NVO. As required by 46 U.S.C. app. 1721, Max Bright 
purchased a $50,000 bond from a domestic insurer, Intercargo 
Insurance, to cover any damages arising from the NVO’s trans-
portation-related activities.

When the goods reached the U.S., they were received by the 
NVO’s agent, Maverick Distribution Services. Due to an appar-
ent problem with the letter of credit, U.S. Customs seized the 
goods. Axess, directed Max Bright to return the goods to Hong 
Kong. Instead, the goods were released to the buyer without 
production of the required bill of lading.

Axess sued its NVO, seeking the value of the goods, and 
obtained a default judgment from the Hong Kong Supreme Court. 
When Max Bright could satisfy only a portion of that judgment, the 
shipper and the NVO entered into a “deed,” whereby in return for 
payment of about U.S. $27,000, the shipper agreed not to pursue 
any further collections from Max Bright.

The shipper then submitted a claim on the bond against 
Intercargo. When the NVO’s insurer refused to pay, Axess sued 
Intercargo in a federal district court in Seattle —  for its bond 
claim, as well as asserting insurance bad faith.

Intercargo argued that Max Bright’s bond coverage was only 
for transportation-related activity, which did not cover the 
shoreside release of goods without a bill of lading; and that the 
debt-settling “deed” between the NVO and shipper released 
Intercargo from liability as an insurer.

U.S. District Judge Barbara Jacobs Rothstein wrote that 
“courts have defined ‘transportation-related activities’ broadly,” 
including both the leasing and delivery of ocean cargo.

“Max Bright was engaged in transportation-related activity 
when it failed to assure that the goods were properly delivered.” 
The resulting damages “fall within the plain language” of 
relevant statutes and the NVO's bond with Intercargo.

As for the shipper-NVO “deed,” the court said “Intercargo 
argues that since a surety is not liable unless the principal is 
liable, the release of Max Bright, the principal, also released 
Intercargo, the surety.” Yet the shipper, Axess, argued that the 
"deed” allowed it the right to proceed against “any other parties,” 
including Intercargo.

Rothstein agreed with Axess, finding for the shipper against 
the NVO’s insurer.
[Axess International Ltd. v. Intercargo Insurance Co.; U.S. 
District Court, Western District of Washington (Seattle); No. 
C97-1283R]
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Law & Insurance
Cargo insurance incident reports, ed ited  from  insurers’ f ile s

Pay your broker — it’s cheaper in the long run
An American shipbroker chartered a vessel owned by Texaco 

to a Long Beach company for six months beginning in April 
1990, with options on two further six-month periods. While the 
initial charter was still current, Texaco sold the ship to an affiliate 
of the charterer, who continued to pay the broker’s commission.

In the summer of 1991, the new owner went on using the 
services of the broker when negotiations regarding an extension 
of the charter party began. The owner apparently thought that the 
charterer would pay the broker, until advised by the charterer’s 
representative that the owner would have to pay for the current 
service by the broker.

After the final agreement of the extended charter was in place, 
in January 1992, the new owner told the broker that no further 
commission would be paid to him. After consulting with his 
insurer, the broker sued in Los Angeles Superior Court for U.S. 
$141,970. The case was later moved to a federal district court at 
the owner’s request.

The new owner argued as follows: the broker had never really 
worked for him, having added nothing of value to the January 
1992 charter party. Also, it was not the new owner’s policy to cut 
out brokers, but unfortunately —  as a matter of corporate policy
—  the owner did not use them in charters between affiliates. 
Finally, the January 1992, charter party was a new agreement 
and not an extension of the original April 1990 charter party.

The broker presented his case as follows: senior management in 
the new owner’s company had reached a secret agreement to use 
him as a broker without any intention of paying a commission. 
Thus, the new owner had defrauded the broker while continuing to 
use his services. Finally, the January 1992, charter party was in 
reality an extension of the original April 1990, charter party.

A jury found unanimously in favor of the broker, awarding 
him full commission plus interest. The jury decided that while 
there had been no explicit contract to pay the broker his commis-
sion, there was an implied agreement, based on the conduct of 
the parties involved, to pay the broker’s commission for the 
period covered by the January 1992, charter party.

The jury also found for the broker on a claim of quantum merit
—  an equitable claim based on the tenet that no one who benefits 
by the services or goods provided by another should be unjustly 
enriched by doing so. In such a situation, the law implies a 
promise to pay a reasonable amount, despite the absence of a 
specific contract between the parties.

Finally, the jury found clear and convincing evidence that the 
new owner’s managers had concealed a material fact during the 
trial, namely that they had no intention all along of paying the 
broker his commission. That finding was grounds for awarding 
punitive damages as well, but the jury declined to go that route.

The new owner of the vessel appealed the ruling, but an appeals 
court affirmed the lower court’s decision to award the broker his 
full commission of $141,970. And, the appellate judges held that 
the broker’s contract claim was governed by federal admiralty law 
— not California state law— because brokering charter parties had 
significant impact on maritime commerce.

Have you tried our vintage ‘cabernet detergent’?
A carrier’s agent provided a tank container to a wine exporter 

who wanted to ship 21,000 liters of wine from Australia to the 
U.S. Upon arrival, the consignee refused to accept delivery, 
since the documents accompanying the container did not include

the relevant certificate of food quality. The consignee also 
alleged that the wine had become contaminated. The agent 
arranged for the wine to be shipped back to Australia, where tests 
could be carried out on the container.

Subsequent inquiries revealed that the tank container had been 
used previously for a cargo of liquid detergent. Before being used 
for wine, the container should have been steam cleaned, and all of 
its gaskets and seals replaced. Unfortunately, that was not done, 
and remnants of liquid detergent had indeed fouled the wine.

Since the carrier had issued a clean bill of lading, it had no 
defense against a claim from the irate shipper, and lost no time 
in looking to the agent involved for indemnity, under terms of an 
agency agreement between the carrier and the agent.

The agent had erred by ordering the tank container from a 
container yard that was not conversant with food quality stan-
dards. Although the agent’s written instructions to the yard had 
specified that the tank container was needed to carry wine, that 
did not oblige the container yard to produce a freshly steamed- 
cleaned container. It was the agent’s responsibility to check 
import files to determine the previous contents of the tank 
container, but that had not been done.

After much wrangling, the shipper pressed a claim of $89,299 
(in Australian dollars) upon the carrier. The agent’s insurer 
negotiated directly with the shipper, and settled the claim for 
$61,000. Since no lawsuit was filed, there were no legal costs.

Insurer out of pocket after consignee’s bankruptcy
T wo liner agents accepted delivery of two discharged contain-

ers of frozen beef. They arranged for the beef in the containers 
to be transferred to cold storage while awaiting delivery instruc-
tions. After a day or so, the intended recipient of the beef went 
to the storage company and obtained the meat without being 
asked to surrender the original bills of lading.

The liner agents were not told for two weeks. By then, the 
consignee had filed for bankruptcy. The liner company using the 
agents found itself liable to the holders of the bills of lading for the 
value of the cargo. The carrier, in turn, had a good claim for 
indemnity against the agents for allowing the cargo to be released 
without insuring that the bills of lading were handed over first.

The agents ’ insurer settled for $73,440 with the carrier and the 
shippers, in return for an assignment of their rights against the 
storage company and the consignee. Unfortunately for the 
insurer, its lawyers determined subsequently that a claim against 
the storage company was unfeasible, and that there was little 
chance of recovery from the consignee’s bankruptcy.

Loose e-mail tongues can prove costly
In England, a court recently ordered the Norwich Union 

Insurance Group to pay a rival insurer £450,000, plus legal costs, 
after a defamatory message about the rival circulated on the 
Norwich Group’s internal e-mail network. The message in-
cluded unfounded rumors about the rival’s financial viability.

The International Transport Intermediaries Club has warned its 
members that the rapid growth in electronic communications has 
opened up a new area of risk, much of which represents uncharted 
territory. Transport providers and their insurers should be ex-
tremely careful as to what information they include in e-mail, 
whether internal or external.

Source: The International Transport Intermediaries Club Ltd.
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Now with the addition of
Brazil and Argentina
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Make one call and experience it now.
ATLVorle-stop shopping service extends to the entire continent. 

Shippers can now book direct sailings every 7 or 14 days to 
the northf east and west coasts of South America with a single carrier.

If you export container, breakbulk or p(pj®ct cargo from the United 
States, Canada or Mexico, now youwonly4have^io>xall to Associated 

Transport Line. You will discover that we have more regular sailings from 
Mexico and the U.S. Gulf Coast to more ports in more countries of 

South America than any other breakbulk carrier in the world.
\  w  j . \ .

Our aggressive approach to solving your ocean transportation needs means
• Dependable on time delivery
• Competitive rates
• Professional and experienced logistic and project teams
• Damage-free delivery through a ‘zero-damage’ philosopty
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ATL is the new leader to South America with breakbulk, oversize 

and heavy-lift cargo with its modern, fast, heavy-lift vessels.

It ’s never b e e n  so  easy . Call t o  B o o k N ow! D o n ’t m iss o y f  w e b si t e .

Houston -
Asso c ia t e d Transport Line, L.L.C. -
800-586-SHIP / www.atlexpress.com

New O rleans - 
RUSE Shipping , Inc. -
504-832-3773

Tampico/ Altamira -
Assoc ia t e d Transport Line M exico , S.A . d e C.V. -
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ISO 9002
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Brokers, Forwarders & NVOs
By Chris Gillis, National Press Bldg., Rm. 1269, Washington, DC 20045; (202) 347-1678; fax (202) 783-3919

Hammering away before Year 2000
U.S. Customs says it’s on schedule for an Oct. 1 completion of 

work to make ACS ready for year 2000.
“It's our number one automation priority,” said John B. Hill, 

director of applications development for ACS at Customs. “The 
system is very vulnerable to year 2000.”

Customs has spent more than $8 million and 160,000 work- 
hours so far to reprogram 3,000 ACS programs totaling 6 million 
lines of code.

“It’s like owning a house in which you have to change all the two- 
by-fours to two-by-sixes, while you’re still living in it,” Hill said.

Customs puts BRASS in Line Release program
While programming its Automated Commercial System for 

2000, U.S. Customs has decided to upgrade its 12-year-old Line 
Release program.

The new system will be called Border Release Advanced Screen-
ing Selectivity (BRASS).

Line Release allows customs brokers to clear imported goods 
electronically. But Customs needed to upgrade the system.

“Line Release just processed and stored import data, and nothing 
else,” said Mike Craig, branch chief for cargo release processing at 
Customs. “We needed a system that could do more, such as 
generating reports.”

“The changes are transparent to the trade,” Craig said. “W e’ve 
already implemented it across the southern border, and the trade 
didn’t even notice.”

About 2,400 brokers and importers are using Line Release. They 
account for 25 percent of all cargo releases in the U.S. About 60 
percent of Line Release-cleared imports come across the northern 
border.

Industry wants more uniformity by Customs
Carriers and customs brokers want U.S. Customs to be more 

consistent in applying its rules in different ports of entry.
At a recent meeting of the Customs Electronic Systems Advi-

sory Committee, CES AC members noted that Customs says that as 
of June 1, it will penalize carriers at Laredo, Texas, if information 
on manifests is in languages other than English.

“It’s a surprise to me, since 95 percent of Customs inspectors in 
Laredo speak Spanish,” said Adi Abel, manager of global customs 
and EDI processes for Sea-Land. “Now w e’re back to intervening 
in international business with our laws. If the rest o f the world can 
handle documentation in different languages, why can’t we?”

Russell L. Jones, president of R.L. Jones Customs Brokers, 
based in Yuma, Ariz., says that to avoid problems with Customs, 
his employees handle certain non-hazardous shipments, such as 
dried chili peppers, as if they were hazardous.

“What Customs calls hazardous to protect the well-being of its 
inspectors may not be consistent with the Department of 
Transportation’s rules,” Jones said.

By making its procedures uniform at all ports, Customs could cut 
down on “port shopping” by shippers seeking ports with the most 
lenient Customs inspectors.

“It’s easy for imports to port shop along the southern border, 
because the ports are so close together,” Jones said. “It defeats the 
purpose of the larger picture that the agency is trying to create. 
Customs ends up putting out wildfires all over the place.”

Some carriers and brokers suggest that Customs needs to 
strengthen its port advisory councils and outreach programs.

“Customs outreach programs are having minimal success,” said 
Stewart B. Hauser, president of D. Hauser Inc., and representative 
of the National Customs Brokers and Forwarders Association of 
America. “They’re having trouble just getting to first base.”

“W e’d like to have uniform understanding with Customs across 
all ports,” said Len Podgumy, CESAC chairman and director of 
revenue management for Canadian National.

What’s the problem with automated system?
Though U.S. Customs says its Automated Commercial System 

needs replacement. ACS keeps chugging along.
At recent industry gatherings, however, senior officials of Cus-

toms have complained that they lack funds to improve the agency’s 
umbrella automation system, and that ACS is on the verge of collapse.

The Clinton Administration ’ s 1999 budget also calls for increasing 
the merchandise processing fee for funding Customs automation.

Some industry representatives suggest the concern may be 
overblown.

“We don’t understand what all the fuss is about,” said Adi Abel, 
manager o f global customs and EDI processes at Sea-Land. “The 
system has worked like a charm from day one. It’s saved us a 
fortune in operations costs.”

Many customs brokers agree. Stewart B . Hauser, president of D. 
Hauser Inc., and representative of the National Customs Brokers 
and Forwarders Association of America, said brokers haven’t 
noticed any deterioration in the system.

“Don’t try to scare us while trying to get extra money,” Hauser 
told Customs officials during a recent Customs Electronic Systems 
Advisory Committee meeting.

Customs increased the capacity of ACS by 30 percent in June to 
accommodate future growth in trade data.

USDA to use Customs data
The U.S. Department of Agriculture plans to make better use of 

Customs electronic information to improve its targeting of suspi-
cious shipments.

During the year, USDA will connect its Advanced Targeting 
System with Customs Automated Commercial System in the ports 
of Houston, Los Angeles/Long Beach and Miami.

“W e'll simply pipe the information over to them,” said Kim 
Santos, group leader of field systems design at the Customs Office 
of Information and Technology in Springfield, Va.

But USDA faces numerous technical and financial problems in 
developing its computer systems.

“We have a hodgepodge of systems right now,” said Ron 
Sponaugle, plant protection and quarantine director for USDA. 
“We have to scramble for information technology support.”

USDA plans to be totally paperless in its dealings with the trade 
by 1999, Sponaugle said.

Air manifest compliance increased
U.S. Customs is cracking down on forwarders and airlines that 

file their air-cargo manifest with wrong or incomplete information.
“There’s nothing new here,” said Dennis Benjamin with Cus-

toms outbound program. “W e’re just taking a closer look at it than 
we have in the past.”

32 AMERICAN SHIPPER: JULY 1998



A lia n g a  is aw are th a t  we a re  a  p a r t o f  a  p rocess in  w h ich  n o th in g  c a n  go w rong. 

F r o m  th e  p r o d u c t io n  to  th e  f in a l  sa le , e v e ry th in g  h a s  to  he  p re c is e ly  t im e d . 

T h e re fo re , w h en  y o u  c h o o se  A lia n g a , y o u  a re  c h o o s in g  th e  h e s t p o ss ib le  way.

Y O U R  C A R R IE R  T O  A N D  F R O M  S O U T H  A M E R IC A .  
HEAD OFFICE RIO DE JANEIRO: 5521 546-1 112 -  USA ALIANCA OFFICE: 
1908 668-5480 •  GENERAL AGENT FOR EUROPE: 4940 33-9610 
h ttp ://w w w .a lia n ca .co m .b r •  Em ail:com m erc ia l@ alianca.com.br

http://www.alianca.com.br
mailto:commercial@alianca.com.br


FORWARDING

Customs wants more detailed manifests
But ocean carriers and brokers say moving from generic 
cargo descriptions is easier said than done.

NEW YORK
U.S. Customs is trying to get ocean car-

riers and customs brokers to file manifests 
more accurately, but industry officials say 
they’re not sure exactly what the agency 
wants.

“Customs doesn’t really try to sit down 
with us to discuss these issues,” said Adi 
Abel, manager of global customs and EDI 
processes for Sea-Land. “We need to put 
some common sense in the system.”

One of the biggest problems with mani-
fests is when carriers and brokers describe 
freight generically as general department 
store merchandise (GDSM) or freight-all- 
kinds (FAK).

“These types of descriptions are not 
enough,” said Bob Oscard, supervisory Cus-
toms inspector in New York. “There’s got to 
be more. FAK doesn’t do anything for us.”

Accurate manifest data is necessary for 
enforcement purposes, Oscard said at a re-
cent of the Customs Electronic Systems Ad-
visory Committee, whose members include 
industry and government representatives.

Generic cargo descriptions often result 
from shipper-carrier contracts that provide 
shippers with reduced rates for regular ship-
ments.

By giving shipments a generic name, a 
shipper can claim a larger volume in a 
contract. The difference could cut freight 
rates by hundreds of dollars.

Customs has been asking carriers to give 
more detail about the freight inside their 
containers. Sometimes that’s not available, 
carriers say.

“W e’re getting fines because we don’t 
know the diameter of metal tubing in a 
container,” Abel said. “How should we 
know? Customs should go to the broker for 
that information.”

But Customs regulations don’t consider 
FAK an adequate description for freight. 
The regulations also hold carriers ultimately 
responsible for correct manifest data.

“It’s a 10-year-old discussion,” said Kim 
Santos, group leader of field systems de-
sign at Customs. “What more can be said? 
We need more detail.”

Most carriers want to comply with Cus-
toms’ rules. But they say they need to know 
exactly what Customs wants at all ports, and 
to have time to put new manifest require-
ments in place throughout their companies.

“We need more time to educate our over-

seas offices on Customs requirements,” said 
Ken Lam, director of documentation devel-
opment for Orient Overseas Container Line. 
“We don’t want to be penalized without 
proper notice.”

Manifest Problems. Customs is work-
ing to promote the use of its Automated 
Manifest System (AMS) among the carri-
ers.

The voluntary system so far has 19 ocean- 
carrier participants, representing about 50 
percent of ocean bills of lading received by 
Customs.

About 105 carriers still have yet to sign

on to AMS. “With 30 carriers on AMS, we 
could cover 90 percent of the industry,” 
Oscard said.

Customs claims that AMS can also save 
carriers as much as $500,000 annually in 
administrative costs, and can save Customs 
$2.5 million a year on manifest processing.

Customs recently completed a year-long 
accuracy test of the industry’s use of AMS. 
The agency issued its results to participat-
ing carriers in the form of “report cards.”

“We received positive results on both 
sides (carriers and port Customs),” said 
Jackie Weir of the New York Customs 
Management Center.

On a rating system of excellent to poor, 
“a majority of scores were either good or 
very good,” Weir said.

Customs looked at nine areas during its 
test of AMS. Those areas included accuracy 
of data from vessel-sharing agreements, 
freight remaining on board, and on-time trans-
mission of manifest information.

Foreign-to-foreign cargo affects carriers
NEW YORK

Carriers are bedeviled w ith U.S. 
Customs’s stricter requirements for re-
porting complete information about freight 
remaining on board ships and planes.

Many ships and planes arrive in the 
U.S. with cargo that won’t be discharged 
but will be carried on to points beyond 
the U.S.

This foreign cargo remaining on board 
(or FROB, to use the government’s acro-
nym) is usually incidental to the U .S. port 
of call, but not to Customs agents.

“FROB has a threat like any other 
cargo for hiding contraband and narcot-
ics,” said Bill Scopa of Customs ’ s Office 
of Cargo Control and Entry.

Customs requires international carri-
ers to fully list FROB cargo in their 
manifests, with information such as ship-
per and consignee, cargo description, and 
ports of origin and destination. Customs 
also requires the manifest information to 
be in English.

Carriers say the additional reporting 
requirement is a burden, and that foreign 
shippers don’t want their trade patterns 
revealed to Customs. Language on FROB 
cargo is often written in the language of 
the destination, which isn’t necessarily 
English. Thousands of these shipments 
transit the U.S. each day.

“New York has lost a lot of cargo 
because of FROB issues,” said Stewart 
B. Hauser, president of D. Hauser and 
representative for the National Customs

Brokers and Forwarders Association of 
America.

Some carriers are hit with thousands 
of dollars in repositioning costs, freight 
delays and split shipments as a result of 
Customs inspections of FROB cargo.

“W e’ve had to pay between $60,000 
and $ 100,000 per vessel to re-stow FROB 
containers inspected by Customs in Hous-
ton,” said Mary Anne Young, vice presi-
dent of freight services for Crowley 
Logistics, based in Jacksonville, Fla. 
“Consignees and shippers are telling us 
not to go to Houston to avoid these extra 
costs and delays.”

Even carriers in the Super Carrier Ini-
tiative, a Customs anti-drug smuggling 
compliance program, aren ’ t exempt from 
inspections of FROB cargo.

“The program doesn’t give anyone a 
free ride,” said Mike Craig, branch chief 
for cargo release processing at Customs. 
“Participants in the Super Carrier Initia-
tive have been caught.”

Customs plans to continue a close 
watch over movements of FROB cargo.

“There’s going to be uniform enforce-
ment in all ports,” Scopa said. “Shippers 
won’t be able to jump from carrier to 
carrier to avoid FROB inspections.” 

Customs says that it continues to find 
illegal merchandise inside FROB con-
tainers. Inspectors have had success in 
stopping illegal FROB cargo, especially 
in Southern ports, such as Houston, New 
Orleans and Miami.
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THE SU N  NEVER SETS  
ON THE WATERS OF M SC

SUR

All around the world, all around the 
clock and on all the seven seas, the sun 
shines on the containerships of MSC.

Mediterranean Shipping Company 
serves 120 ports worldwide with 
unequaled standards of efficiency and 
reliable sailings. MSC moves over 
1,000,000 containers annually on 72 
owned vessels. MSC calls at nine major 
ports on the U.S. East, Gulf and South 
Atlantic coasts and offers weekly 
service to North Europe, the West coasts

of South America, South Africa and 
Australia. An express relay system 
provides connections with MSC vessels 
to the Mediterranean, East Africa, West 
Africa, the Middle East, the Indian 
Ocean and the Far East.

Behind MSC’s remarkable growth 
stands a tradition of dedicated service 
blended with 21“ century technology. 
MSC management is highly focused with 
service and quality control as the high 
priority. MSC’s state of the art computer

systems and responsive staff ensure on- 
time sailings and prompt information. 
MSC headquarters, in the heart of New 
York City, is backed by twelve fully- 
owned offices across the U.S. connected 
by a modem electronic network.

Wherever in the world your cargo is 
going... the sun never sets on the 
waters o f  MSC.

MEDITERRANEAN SHIPPING COMPANY
(212) 764-4800, NEW YORK

WE BRING 
THE WORLD 
CLOSER
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FORWARDING

“We’re getting fin es  
because we don’t know  
the diam eter o f  m etal 

tubing in a container. How  
should we know? Customs 

should go to the broker 
fo r  that inform ation.”

Adi Abel
manager, global customs 
& EDI processes, 
Sea-Land

Most carriers had difficulty meeting the 
minimum requirements for supplying data 
48 hours before arrival of vessels for long 
hauls and just before arrival for short hauls.

“An hour off with filing manifests is no 
big deal,” Oscard said. “But when it passes 
into the next day, that’s a big problem.”

The Customs test showed that about three- 
fourths of the carriers had trouble transmit-
ting accurate manifest data, and half had 
difficulty reporting accurate data about 
freight remaining on board.

Another area of concern with manifests 
involves empty containers. Customs plans to 
add an empty-container module to AMS 
after programming for year 2000 is finished.

Automation Push. Customs’s manifest 
program currently operates in two modes: a 
combination electronic transmission and 
paper manifest backup, or totally paper- 
based filing.

Current Customs regulations state that 
the paper-based manifest is the official docu-
ment.

“We don’t want to continue operating 
AMS this way,” Oscard said. “We want to 
get it to a point where the carriers either 
transmit manifest to us electronically or by 
paper. No more in-between.”

Customs is looking at ways to improve 
AMS.

“A majority of systems designs are based 
on people being willfully compliant,” said 
Mike Craig, branch chief of cargo compli-
ance processing at Customs. “That’s not 
always so from what w e’re finding out on 
manifest information.”

Forexample, the bill of lading data doesn’t 
always match with what’s on the manifest. 
That sends a message to Customs that smug-
gling may be occurring.

“The computer kicks out the discrepan-
cies and we have to look at each one,” Craig 
said. “Some cases the bill of lading infor-

mation is totally different than what’s on 
the manifest entry.”

“I t’s a real hot issue for us,” Craig said. 
“It’s very important that descriptions are 
close to what the actual cargo is in the 
containers. People have gone to jail for 
misdescriptions.”

NEW YORK
U.S. Customs plans to begin testing its 

new automated system for in-bond system 
in August.

In-bond shipments are imported mer-
chandise that’s allowed to transit the coun-
try without the payment of duties to Customs 
or taxes being assessed by the Internal Rev-
enue Service.

The process is still extremely paper-in- 
tensive at Customs. Customs requires use 
of a Form 7512, a document listing infor-
mation such as the name of the bonded 
carrier, the type of cargo, and the names of 
the shipper, consignee and carrier.

The new in-bond system has been under 
development for three years. At first, it was 
called a “straw man” proposal, meaning it 
was offered as a preliminary system that 
would be subject to change.

After the straw man version was rejected 
by carriers, customs brokers and importers, 
Customs came up with a new in-bond sys-
tem, dubbed “Tin Man” (April American 
Shipper, page 68).

The agency said the new system also will 
be only a test, and that it expects Tin Man to 
require adjustment.

“The test is designed to be a barometer to 
show us how effective or ineffective the 
system is,” said Keith Fleming, Customs 
inspector with the Office of Field Opera-
tions. Fleming spoke at a recent Customs 
Electronics Systems Advisory Committee 
meeting in New York.

Customs will start by looking at 609 of 
the 4.5 million in-bond shipments which 
transit the U.S. each year. The agency will 
also look at 4,000 post-audits containing 
information about cargo descriptions and 
quantities.

“The implementation of the system will 
be transparent to the trade,” Fleming said. 
“The required information for Tin Man is 
nothing new.”

Customs plans to roll out Tin Man to its 
port-level operations and across all trans-
port modes. The plan is to measure the 
system’s ability to monitor the degree to 
which in-bond shipments follow the rules.

The agency also hopes Tin Man will

Customs plans to hold a meeting with the 
trade in July about improving manifest com-
pliance. A crackdown by the agency on the 
trade is expected by October.

“W e’re not going out hunting for these 
mistakes, but when one of them jumps out 
at us, w e’re going after it,” Craig said. ■

“I t will no longer be 
like M arley’s ghost 

with all those in-bond  
bills dragging after you  

fo r  a decade.”

Kim Santos
Office of Information 
& Technology, 
U.S. Customs

satisfy the U.S. General Accounting Office 
and the Inspector General’s office, which 
have criticized Customs for its monitoring 
of in-bond shipments over the years.

“It’s a monitoring program to see if it 
works,” said Tom Banner, Customs’ direc-
tor of cargo and entry operations. “This was 
dictated to us by GAO.”

Because Tin Man is part of Customs’s 
Automated Broker Interface program, ABI 
filers will be able to create in-bond records in 
the Customs database via electronic-data- 
interchange transaction sets, called QP and 
WP.

QP is the application that creates the 
records, while WP is the application that 
allows the ABI filer to electronically report 
the arrival and export of in-bond cargo.

Instead of Customs monitoring in-bond 
shipments on a case-by-case basis, the 
agency will review these shipments on an 
“exception” basis.

Also, if an in-bond shipment is not ran-
domly picked for post-audit or inspection, 
it will be cleared from the Customs system 
within six months. With the current paper 
system, in-bond shipments have lingered in 
the Customs system, sometimes for years, 
resulting for a constant headache for ship-
pers, customs brokers and carriers.

“It will no longer be like M arley’s ghost 
with all those in-bond bills dragging after 
you for a decade,” said Kim Santos, group 
leader of field systems design at Customs’s 
Office of Information andTechnology. ■

Tin Man takes its first steps
Customs system will take paper out o f in-bond processing.
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Customs tests electronic clearance
Five shippers participate in system. Customs says National 
Customs Automation Prototype offers glimpse o f future.

WASHINGTON
U.S. Customs is testing a new automated 

cargo-processing system under which 
freight will be pre-cleared electronically 
along the country’s borders with Mexico 
and Canada.

The new pre-clearance system, the Na-
tional Customs Automation Prototype, is 
part of the new umbrella automated system 
the agency is developing. I t’s also part of 
fulfilling what was promised to the industry 
in the 1993 Customs Modernization and 
Informed Compliance Act.

Customs is testing the system at the bor-
der crossings at Detroit and Port Huron, 
Mich., and Laredo, Texas. Participants in 
the initial tests are five shippers —  General 
Motors, Ford, Levi Strauss, Chrysler and 
Robert Bosch. Customs said other shippers 
and ports will be added as the system devel-
ops.

“W e’re looking forward to the benefits 
of using this system,” said Tom Collins, 
supervisor for Customs re-engineering at 
Ford in Dearborn, Mich.
“It should reduce the er-
ror rate with import data 
and maximize the effi-
ciency of the Customs 
clearance process.”

With the traditional 
process of clearing freight 
at land-border ports, Ford Collins
and its exclusive customs broker Expedi-
tors International were constantly dealing 
with paperwork errors and delays.

“Our 21-digit part numbers were often 
mistyped as the import data exchanged 
hands,” Collins said.

Ford hopes to eventually cut its Cus-
toms-related operations costs by 75 per-
cent, and automate 95 percent of the 225,000 
import entries it fdes each year.

“The reason that we’re in the NCAP pro-
gram is because it’s essential to competitive 
business practices in the U.S.” said Jim 
Kilgore, director of customs for Levi Strauss 
in San Francisco. “It’s long overdue.”

Behind Schedule. NCAP offers a 
glimpse of how Customs hopes to operate 
electronically under the Automated Com-
mercial Environment system that the agency 
is developing.

Because of budget restraints, Customs 
has fallen behind schedule on implementa-

<(The reason that we’re 
in the N CAP program  
is because it’s essential 
to competitive business 

practices in the U.S.
I t’s long overdue.”

Jim Kilgore
director for customs, 
Levi Strauss

tion of the new system.
“We have to build our systems incre-

mentally,” said Michelle Dam, NCAP co-
ordinator for Customs in Detroit. “With our 
budget and lack of manpower, we can’t put 
the system together all at once.”

The Clinton Administration has proposed 
an increase in the merchandise processing 
fee to provide more funds for Customs 
automation, but importer and forwarder 
groups have complained.

“We all realize that Customs needs funds 
for its automation efforts, but it should 
come out of the government ’ s general fund, 
not through increased processing fees,” said 
Levi Strauss’s Kilgore. “W e’re willing to 
spend the time and money to help Customs 
automate its processes, if we benefit from 
the results.”

Shippers are looking forward to the ben-
efits of NCAP, and hope to see it used in 
other U.S. ports of entry, including airports 
and seaports.

NCAP is now in the early stages of devel-
opment. Many technical issues still need to 
be worked out in the system.

Levi Strauss, for example, is able to par-
ticipate in NCAP for land-border shipments, 
because there are no quota rules for textiles 
moving between the U.S. and Mexico and 
Canada. Similar elements found in Cus-
toms’ Electronic Visa Information System 
(ELVIS) should be integrated into NCAP so 
that large textile importers can use the sys-
tem in other entry ports, Kilgore said.

Customs believes that high-traffic land- 
border ports such as Laredo, which alone 
handled more than 1.5 million truckloads of 
freight entering the U.S. in 1997, are a good 
test for NCAP. “If it works well in Laredo,

w e’ll expand it to all types of ports and 
shippers,” said Maria Reba, director of Cus-
toms Management Center for Southern 
Texas.

Detroit handled 1.4 million truckloads of 
freight in 1997, largely 
car, truck and auto part 
imports, while Port Hu-
ron hand led  616 ,000  
truckloads last year.

So far, NCAP allows 
Customs to automate re-
leases of cargo. Other as-
pec ts , such as du ty  Reba 
collection and reconcili-
ation, are expected to be added soon. The 
cost for the participating importers to test 
with NCAP ranges from  $75,000 to 
$250,000.

Customs promises that automation of im-
port documentation will not detract from the 
agency’s efforts to combat drug smuggling.

“Of course, we are extremely sensitive to 
the fact that historically w e’ve seen more 
shipments of narcotics concealed within 
cargo entering the country at the southwest 
border,” said Robert Trotter, assistant com-
missioner of field operations at Customs. 
“That knowledge dictated the parameters 
within which the system was designed.”

Shippers approved to operate under 
NCAP in the early stages include those 
which import many repetitive or low-risk 
shipments. However, NCAP shipments are 
still subject to Customs inspections.

Watching Developments. Although 
brokers generally support Customs’s ef-
forts to automate its processes, they have 
reservations.

Many brokers are uncertain about adding 
another system prototype to their opera-
tions.

“How will all these prototypes eventu-
ally roll together? We don’t want to spend 
time and money writing a 
bunch of throwaway code 
in our system,” said Rob-
ert A. Perkins, vice presi-
den t o f  C ustom s 
o p era tio n s at A .N .
Deringer, based in St.
Albans, Vt.

Since NCAP is still in 
the testing stage, Customs requires that 
traditional paper methods for clearing goods 
accompany the electronic transmissions of 
data.

“We had a half dozen clients lined up to 
apply for testing with NCAP,” said James
B. Wiser, executive vice president at PBB 
USA Inc., based in Buffalo, N. Y. “But once 
they heard that it would be double the 
workload, they backed out.”

Perkins
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ACE in the future
Customs sets goal o f2004 to have its new 
umbrella automation system in place.

Wiser said that he expects more of his 
clients to sign onto NCAP once it’s firmly 
in place.

“Conceptually, we’re in favor of any 
initiative by Customs to eliminate paper-
work, but right now it’s not ready to be used 
to any great extent,” Wiser said.

To many brokers, the standard border cargo 
selectivity program through Automated Bro-
ker Interface works well for them right now.

‘ ‘Customs generally has the information by 
the time the freight reaches the border,” said 
Richard Alcantar, vice president of Brown, 
Alcantar & Brown, based in El Paso, Texas. 
“But with the workload expected to increase 
for Customs, that could change drastically.”

Brokers want more influence on the devel-
opment of automated systems by Customs.

“We don’t believe that Customs gets 
enough input from the broker community 
before they introduce these automation 
tests,” Alcantar said. “Customs must re-
member that it’s not a one-man island.”

NATAP. Customs’ latest prototype joins 
another automated transborder system, the 
North American Trade Automation Proto-
type, or NATAP.

This prototype has its roots in Article 512 
of the North America Free Trade Agree-
ment. To comply with this article, the U.S. 
Treasury Department, Revenue Canada and 
M exico’s A dm inistradora C entral de 
Informatica, Contabilidad y Glosa formed 
the Information Exchange and Automation 
Working Group.

Unlike NCAP, this prototype is more 
oriented to truck and rail carriers. It’s also 
an attempt by the three countries to create a 
regional import clearance system.

Here ’ s how the system works: As a truck 
from Mexico pulls into a U.S. border check-
point, a transponder on the vehicle sends a 
signal over a radio frequency to a computer 
in the border station.

Before arrival, two declarations have been 
made to Customs via the Internet. The first, 
from the shipper or forwarder, tells what the 
goods are in the truck, including their size, 
weight, number of packages, origin and 
destination for its route, and the number of 
cargo seals for goods being carried. The 
carrier also provides Customs with advance 
information about the truck driver.

Customs can use this information to run a 
risk assessment of whether the cargo should 
be inspected. If the agency decides no in-
spection is needed, the truck could, in theory, 
clear Customs by merely slowing down 
enough for the transponder to be scanned.

NATAP is being tested at six land-bor- 
der ports. After a review of the test results 
later this year, NATAP may be extended to 
ocean and air transport. ■

WASHINGTON
After years of budget battles and haggling 

with importers and customs brokers, U.S. 
Customs believes that its new umbrella auto-
mation system will be ready by 2004.

The system, the Automated Commercial 
Environment (ACE), will 
replace Customs’s aging 
Automated Commercial 
System (ACS) and add 
many new features to 
handle more trade infor-
mation.

“We had options for de-
veloping our future com-
puter system,” said Charles W. Winwood, 
assistant commissioner for Customs Office of 
Strategic Trade in Washington. “We saw ACE 
as the best way for meeting the needs of both 
the trade and Customs.”

Gartner Group, a consulting firm hired 
by Customs, said the existing umbrella sys-
tem would reach the limit of its ability to 
handle import data by this July, risking a 
system shutdown. Customs is devoting man-
power and money to make sure that doesn’t 
happen. But the agency realizes that the old 
system can’t go on forever.

“ACS was designed and built to handle 
thousands of transactions at the speed of 
light, but does not lend itself to account- 
based processing,” Winwood said. “The 
capability to process on a national or ac-

count basis is now critical” to Customs 
future operations, he said.

“W e're using open-systems standards to 
make sure we’re flexible in the future,” said 
Charlie Armstrong, acting chief technology 
officer at Customs’s Office of Information 
and Technology in Springfield, Va.

Customs says that account-based man-
agement allows it to more easily target 
questionable shipments without interrupt-
ing the flow of legitimate trade.

The recent use of the National Customs 
Automation Prototype in Detroit and Port 
Huron, Mich., and in Laredo, Texas, is the 
first phase of implementation of ACE.

Customs plans to expand use of the proto-
type later this year to other land-border ports, 
such as Champlain, Rouses Point and Buffalo, 
N.Y.; El Paso, Del Rio and Eagle Pass, Texas; 
Nogales, Ariz.; and Otay Mesa, Calif.

To put ACE in place —  from hardware to 
desktop —  will cost Customs about $474 
million during the next seven years. Other 
technical-related activities, such as software 
development, will add another $320 million.

Customs has had to fend off industry 
criticism for the pace at which ACE has 
been implemented.

“People forget that it’s taken 14 years to 
get ACS where it is today,” Winwood said. 
“We plan to have ACE operational in half 
the time. Otherwise, w e’d be building an 
antiquated system right now.” ■

Key benefits of ACE
Reduced data entry; Ace will significantly 
reduce the total data entry requirements for 
processing a new shipment.
Reduced account reconciliation: Single, 
national account statements will substan-
tially reduce the work required to reconcile 
transaction activities.
Reduce filings: Importers and brokers will be 
able to reduce the time and effort required to 
submit filings. On-line access to ACE will 
make it easier to track the status of filings. 
Reduced paper handling: ACE will end the 
redundant paper/electronic submission of en-
tries/entry summaries and automate numer-
ous paper-based processes.
Consolidation of operations: ACE provides 
the capability for the trade to submit filings 
electronically from anywhere in the country. 
Reduced financial processing costs: ACE

will consolidate individual payments and cred-
its into one periodic national payment. 
Improved account access: Through ACE, 
importers and customs brokers will have 
immediate, anytime/anywhere access to the 
status of their commercial import activity at 
any port in the U.S.
Enhanced account management: The
trade will have electronic access to consoli-
dated account information to better manage 
their import activities, such as statistics on 
cargo exams, filings and liquidations. 
Just-in-time filing: The new automated 
manifest capabilities will allow importers, 
brokers and carriers to file cargo release 
documents within 15 minutes of the arrival of 
a shipment at Customs.
Uniform procedures: Will ensure standard-
ized inspection procedures from port to port.

Source: U.S. Customs Service

Winwood
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FDA moves to tighten import procedures

Agency makes changes after critical GAO report. Says 
it will be less tolerant o f errors by importers, brokers.

WASHINGTON
Customs brokers and importers may soon 

see more U.S. Food and Drug Administra-
tion inspectors poking around in their food 
imports.

The agency recently was taken to task by 
the General Accounting Office, which said 
FDA inspections haven’t kept pace with 
increased imports of fruits, vegetables and 
other perishables.

The GAO had been called upon by Con-
gress to review the FDA’s procedures after 
recent outbreaks of illnesses were linked to 
imported foods.

“The procedures for controlling suspect 
shipments continue to permit importers to 
easily circumvent them,” the GAO report 
said.

From 1992 to 1997, the number of cus-
toms entries of food imports more than 
doubled, from 1.1 million to 2.7 million. 
The U.S. Department of Agriculture’s Eco-
nomic Research Office says that 1995,

nearly one-third of all fresh fruits con-
sumed in the U.S. were imported.

At the same time, FDA resources that are 
used to inspect food imports fell by 22 
percent.

Of the 2.7 million food entries in 1997, 
56 percent were released automatically via 
FDA’s computerized screening system, 42.3 
percent were released after inspectors looked 
over the electronic information or import 
documents, and the remaining 1.7 percent 
were held for inspection.

Of the 1.7 percent, or 46,295 entries, 
retained for inspection, the FDA ran lab 
tests on 16,048 entries, or 0.6 percent of the 
overall volume of food entries. The FDA 
does most of its inspections at the port-of- 
entry level.

The GAO said more extensive inspec-
tions “could be implemented in a manner 
that would not unnecessarily or unfairly 
disrupt trade.”

Last September, the FDA implemented

the Operational and Administrative System 
for Import Support (OASIS). This system 
replaced an older system known as the 
Electronic Entry Processing System, or 
EEPS.

By 1996, about 90 percent of FDA clear-
ances were handled electronically through 
EEPS. The agency’s system was tied into 
the Automated Broker Interface system of 
U.S. Customs.

The problem with EEPS was that it told 
brokers and importers only whether their 
goods required inspection. The new system 
allows FDA to be more interactive, and 
“user friendly” with importers and customs 
brokers.

The new system, unlike EEPS, allows 
corrections to shipment information to be 
made electronically instead of with paper 
documents.

With the old system, the FDA can take 
days, or even weeks, to approve a shipment. 
With OASIS, a broker or importer can 
receive a release status in about three hours 
after entering the data into the system. If a 
shipment is not cleared within 24 hours, the 
broker must still present documents about 
the shipment to FDA.

The agency hopes OASIS will eliminate 
90 percent of the paperwork from of its 
operations. The system can handle up to 4
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million entries a year. It’s also linked with 
Customs import clearance system, allow-
ing brokers to meet both agencies’ data 
requirements in a single entry.

To use OASIS correctly, brokers must be 
familiar with the FDA’s special product 
codes. There are about 500,000 individual 
product codes, compared with 15,000 in 
Customs’ harmonized tariff schedule.

“Our job is to protect the health of the 
public. To do that, we need more informa-
tion than what’s given in Customs tariff 
codes,” said Frank Flaherty, director of 
strategic initiatives staff for the FDA, based 
in Rockville, Md.

PC-based programs have been written to 
help importers more quickly identify an 
FDA product code. The agency has also 
established programs to help brokers and 
importers to manage their FDA-related ship-
ments correctly.

For now, FDA is satisfied with the re-
sults of the new system. The agency’s other 
import-related systems, such as Import Alert 
Retrieval System, Low-Acid Canned Food 
database and Laboratory Management Sys-
tem, are not yet connected to OASIS.

OASIS has speeded the import clearance 
process, but it hasn’t been able to stop all 
illegal shipments from entering the coun-
try, the GAO report said.

The report described a U.S. Customs 
operation last year in San Francisco in which 
many shipments the FDA ordered returned 
to Customs ended up entering the U.S. 
market anyway.

“Of the shipments FDA ordered returned 
to Customs for destruction or re-export, 40 
percent were never redelivered, and half of 
those that were redelivered, other products 
had been substituted for original contami-
nated products,” the report said. “Thus, 70 
percent of the shipments ordered returned 
because they were unsafe presumably en-
tered into commerce, contrary to FDA’s or-
ders.”

The FDA detained about 7,870 ship-

LONDON
OTAL Holdings, parent company of OT 

Africa Line, has started an air-freight for-
warding company. The new company, Antrak 
Freight Ltd., will provide forwarding ser-
vices to, from and within West Africa.

ments in 1997 through its automated sys-
tem, but most of these shipments were 
released after the importers showed the 
agency paperwork from private labs. New 
guidelines for private labs were approved 
by FDA in March.

Since the FDA lacks authority to impose 
civil penalties, the agency must rely on 
Customs import bonds to verify importers. 
That means FDA essentially has no way to 
deter violators, GAO said.

A lthough autom ation has made the 
agency easier to work with, brokers say the 
system is still far from perfect for meeting 
their needs.

Brokers also complain about the short-
age of manpower at the FDA, and a short-
age of inspectors on evenings and weekends.

Some brokers allege that the FDA pro-
vides all-night service to integrated carriers 
such as Federal Express and United Parcel 
Service.

But most brokers agree that it’s worth 
cooperating with FDA to stop contami-
nated food imports.

The FDA agrees with most of the find-
ings in the GAO report, and said more 
funding and authority would help.

The agency has already started adjusting 
some of its operations to follow GAO’s 
recommendations, such as integrating its 
other databases under OASIS. Brokers sug-
gest that the FDA’s system work more like 
Customs’ system, which operates on a “se-
lectivity” basis instead of being based on 
quotas.

The FDA said some of the errors with the 
newer system have been caused by lack of 
familiarity by brokers and importers. But 
the agency said it will be less tolerant of 
errors in the future.

In the Administration’s proposed budget 
for 1999, President Clinton asked for an 
additional $100 million for the national 
food safety program, including $25 million 
for the FDA to expand its international food 
inspections. ■

A ntrak w ill operate  from  London 
Heathrow Airport to three West African 
airports —  Accra, Ghana; and Lagos and 
Port Harcourt, Nigeria. Simon Rhodes has 
been named air freight product manager of 
the new company ■

I n  b r i e f  . . .

K INTETSU E X PA N SIO N . K intetsu 
World Express has expanded its Colombia 
staff from five to 25 employees with the 
purchase of the assets of the company’s 
former agent in Bogota. Kintetsu also has 
opened its first subsidiary office in Costa 
Rica. That office, in San Jose, is headed by 
Fernando Segura, general manager.

CONTERM APPOINTMENT. Thomas 
Ciminello has joined Conterm Consolida-
tion Services (USA) as manager of the 
non-vessel-operating common carrier’s 
U.S. Northeast operations. Ciminello was 
president of Norton Line, the NVO unit of 
Norton Lilly International, and vice presi-
dent of Norton Lilly, which recently moved 
its headquarters from New Jersey to Jack-
sonville, Fla. Eileen Coughlin has been 
named Pacific Northwest regional man-
ager. She has been with Conterm for four 
years, most recently as regional account 
manager. She is based in the NVO’s Se-
attle office.

AMERICAN FAST FREIGHT. Thomas 
W. Roberts has been named manager of 
systems integration of American Fast 
Freight, a Kent, Wash.-based non-vessel- 
operating carrier specializing in U.S. do-
mestic containerized cargo. Roberts was 
president of Forte Transportation Logistics 
and earlier was president of AOL and APR 
Forwarders, both of which concentrated on 
the Alaska market.

MSAS CARGO. Paul Holman has been 
named customer service manager, U.S. cor-
porate accounts. He joined MSAS in the 
United Kingdom in 1992 and in 1994 was 
appointed global account manager, based 
in Chicago, for Motorola Cellular. He now 
is based at MSAS Americas headquarters 
in Burlingame, Calif.

SCANWELL APPOINTEES. James H. 
Routh has been named North American 
financial controller and Lloyd Sanford has 
been named vice president of strategic plan-
ning for Scanwell International’s North 
American operations. Routh was vice presi-
dent, finance, of OOCL USA Inc. Sanford 
was vice president of sales and marketing 
for ASM Trade.

CARGO INTERNATIONAL. Cargo In-
ternational Logistics has announced a new 
non-vessel-operating common carrier ser-
vice for full-containerload and less-than- 
containerload cargo from the U.S. to African 
ports. Cargo International is based in 
Englishtown, N.J.

Yellow Corp. forms NVO unit
OVERLAND PARK, Kan.

Yellow Corp. has formed YCS Interna-
tional, a non-vessel-operating common car-
rier subsidiary.

The new company will have sales offices

in Miami, Charleston, New York, Chicago, 
Los Angeles and Houston. Yellow’s pri-
mary business is its less-than-truckload sub-
sidiaries, which include Yellow Freight, 
Saia and Preston. ■

OTAL starts air-freight forwarding company
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A farewell 
without 
rancor

Christopher J . Rankin, 
ousted from P&O Nedlloyd, 

looks hack over 30 years 
as a marketer

B y  R o b e r t  M o t t l e y

You don’t always see it coming.
Christopher J. Rankin, presi-

dent and chief executive officer 
of P&O Nedlloyd’s North American sub-
sidiary, had both an insider’s view of turbu-
lence within two merged steamship lines —  
form erly P&O C ontainers, Ltd., and 
Nedlloyd —  and an outsider’s ear for ru-
mors on the street.

“I always knew there would have to be a 
second phase,” Rankin said in an interview 
on his last day at P&O Nedlloyd ’ s offices in 
East Rutherford, N.J.

“You do a merger, you take people out, 
you stand back, you run the business for a 
number of months, and then there’s always 
another phase.

“Did I think I would be a victim of that 
second phase? Absolutely not.”

By all accounts, Rankin’s shock was total 
when Tim C. Harris, chairman of P&O

Nedlloyd in London, told him out of the blue 
that his career with the company was over.

How did Rankin feel toward Harris? “I 
have excellent relations with him, and they 
will continue to be excellent,” Rankin said 
without hesitation.

“No one outside of P&O Nedlloyd can 
see the whole picture,” Rankin asserted. 
“You should remember, too, that I ’ve made 
it easy for him, OK?

“I ’m feeling two emotions this morning. 
The first is excitement that I can do some-
thing else. My second emotion is one of 
fulfillment. I ’ve had three decades of very 
interesting work. I can’t ever remember when 
coming in on a Monday was a problem.” 

Rankin was bom in 1946 in London. “My 
father was in the military,” he said. “He was 
stationed in Warsaw and Berlin, where I 
learned as a child to speak German.”

After years of living abroad, Rankin at-

tended a school in England that had a flair 
for naval discipline, and then studied for 
two years at the University of Vienna. In an 
ironic harbinger of his future career, he 
subsequently signed on with P&O for four 
years as a deck officer cadet.

“After two years, P&O and I decided it 
was better that we parted company. I had 
great difficulty understanding why it was 
necessary to learn Morse code when you 
had radio,” he recalled. “I loved being at 
sea, but I was also happy enough to get 
away from it in the end.”

Once ashore, Rankin joined Beecham’s 
—  now SmithKline Beecham —  which “in 
those days probably ran the best marketing 
training program of any company in En-
gland. I was on the food-and-soft-drinks side 
of the business, not the pharmaceutical side.” 

After three years, he decided “that En-
gland wasn’t for me. I was a rebel, and the
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country seemed too structured. I wasn’t 
comfortable there anymore. I ’d traveled 
quite a bit, and 1 decided I wanted to go to 
Australia again.

“If you wanted to emigrate, back then, 
Australia literally paid your air fare. You 
paid about £10, and they put a stamp in your 
passport saying you were locked into the 
deal.”

Rankin, then 22, flew to Australia with-
out having a job there. After looking around, 
he found work as a clerk for Overseas 
Containers. “It was ground floor,” he called. 
“Quite quickly, I went into the develop-
ment side, and lived in Sydney for four very 
happy years.

“It ’ s amusing to me, now, that my last job 
there was, in fact, developing North Ameri-
can trade to the U.S. East Coast —  which 
P&O Nedlloyd has just bought into with its 
acquisition of Blue Star.

“W hat com es around, com es back 
around,” Rankin said.

“Unfortunately,” he recalled, “Australia 
is not the center of this business. When 
Overseas Containers decided not to pursue 
its interests in the East Coast North Ameri-
can trade, I was asked to go back to London, 
to work in the Australia/Europe trade.” 
Rankin spent years being general manager 
of the southern region of the United King-
dom, and subsequently became managing 
director of the company’s U.K. operations.

“In 1987 — by then. Overseas Contain-
ers had become P&O Containers —  the 
company sent me to Harvard for a 14-week 
international marketing course. While I was 
studying at Harvard, P&O Containers 
bought Trans Freight Lines (TFL). I had a 
phone call from the then-chairman of P&O, 
asking if I would run the company’s new 
U.S. acquisition from New Jersey.

“The phone rang, and there was the offer. 
I always thought that P&O Containers would 
get into the American business at some 
point, but I didn’t see it coming. I said ‘yes, 
absolutely,’ without a moment’s hesita-
tion,” he recalled.

“It was a snap decision. I moved directly 
down from Harvard, and I’ve been running 
theNorth American company forthe last 11 
years.”

Rankin had been a logical choice for the 
job, since he had been for years exception-
ally keen on American life. His sister had 
lived in New York since the early 1960s. “I 
would stop by to see her, en route to Tokyo 
or wherever in the Far East, whenever I 
could,” he said. “I came to love New York 
very quickly.”

Architect Of TACA. Rankin’s princi-
pal achievement has been the launching 
and subsequent success of what is now

known as the Trans-Atlantic Conference 
Agreement (TACA). Although he is mod-
est about his role —  “I was one of a small 
group that did that” —  Rankin was, without 
question, a principal visionary and catalyst 
of the carriers ’ conference that ended chaos 
in the Atlantic trade.

“I made a revealing note in my diary 
pertinent to the pre-TACA period,” he re-
called. “In August 1990, I drew a line 
through two weeks and marked it ‘ on leave, ’ 
adding, ‘ thank God. ’ The reason was at that 
time, in high summ er— which is not a very 
good period of the year for business, be-
cause freight isn’t very strong —  P&O 
Containers was losing a million dollars a 
week. And we weren’t a big player in those 
days on the Atlantic.”

“Any conference now, in 
the east!west trade, which 

thinks it can micro-manage 
rates is living in another 

w o rld ... A s fo r  conferences 
that think they can actually  

set rates or supervise the 
business o f  their members, 

well, that era ’s over.”

“A million dollars a week,” Rankin re-
peated, incredulous still. “It couldn’t go on 
like that. In those situations, you do what 
you have to do.

“What was going on in the Atlantic then 
was suicidal. You really did have negative 
ocean factors in point-to-point rates. When 
you factored out the amount of cost, the 
ocean element was negative. It was crazy.

“So TACA was a necessary thing. As a 
marketer, I did not enjoy the process, in the 
first year of TACA, of having to take the 
line that ‘these are the prices and there’s no 
negotiation.’

“But any customer of ours who really 
thought about it, who did his sums, saw that 
we were carrying cargo for negative dollars 
and knew that couldn't go on.”

In terrupted Vacation. Harold G. 
“Lucky” Holden, TACA’s longtime execu-
tive director, had previously worked for 
Rankin as an executive vice president at 
P&O Containers.

“He never stopped,” Holden said. “He 
labored incessantly to make sure that the 
conference held together. In my view,

Rankin was the conference ’ s chief architect 
and prime mover. He was able to persuade 
the other carriers, through logic and the 
force of his own personality, to act for their 
common good.”

A few weeks ago, Holden and his wife 
were on vacation, bicycling through Tur-
key, when his secretary at TACA managed 
to reach him with the message that Rankin 
was leaving. “I told my wife, ‘we have to go 
back,’ and we ended our trip and flew 
home. I had to say goodbye to him in 
person," he said.

How does Rankin feel today about 
TACA? “I don’t think TACA is going to 
break up. It may have to change its spots,” 
he said. “T ACA’s done a good job in evolv-
ing itself into a more flexible organization. 
For example, although the FMC insisted 
that we allow independent contracting, it 
only stipulated that we do that for one year. 
TACA has, in fact, adopted that process as 
part of its culture.”

“Any conference now, in the east/west 
trade, which thinks it can micro-manage rates 
is living in another world. Conferences today 
are useful if they provide an umbrella under 
which people can hold discussions —  at 
pretty senior levels —  about general issues. 
As for conferences that think they can actu-
ally set rates or supervise the business of their 
members, well, that era’s over.”

Blind Spots. What troubles Rankin as 
he looks around the industry he knows so 
well? "I see a large gap in cultural under-
standing. Even within one company, for 
example, one that may have Asians in se-
nior positions and Americans or Britons 
working under them.”

“That’s a sensitive topic, perhaps the 
most exposed nerve in our business. No 
publication writes about it because of the 
advertising that would be lost,” he said. 
“L et’s just say that when I sit with the 
chairman of Hanjin, he speaks a different 
language. What I may view as undercut-
ting, in terms of rates, may have an entirely 
different meaning for him.

“Another issue that concerns me is the 
extent to which very senior executives ac-
tually take control of their company’s pric-
ing. Compared to what I ’ve experienced 
outside of this industry, control is poor —  
very poor. In fact, I don’t know of any other 
industry that virtually allows its sales force 
to set prices.”

Versatile Services. Rankin is an ar-
dent supporter of ocean shipping reform. “I 
very much welcome the new bill, which I 
hope and pray will pass,” he said.

“It will force significant change. It may 
mean that rates will fall a bit in the first year
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or two. Yet if  it also means that carriers and 
shippers can actually talk honestly with 
each other, without all of this stuff about 
who voted for what at some conference 
meeting— which is a pretty pathetic way of 
doing business —  that’s good news.

“It’s not a question of the small shipper 
getting screwed versus the big shipper. Each 
carrier will have its own view of different 
pieces of business.”

For example, “P&O Nedlloyd is looking 
to see if we can produce a ‘bog-standard, ’ to 
use an English phrase, a ‘no frills service’ 
that would save us a lot of money, which 
would work out OK for the customer.

“You see, w e’ve made the process of 
facilitating exports incredibly complex. 
Compare it to the express parcel business: 
even I, not a systems expert, can walk into 
our mail room and choose, from three ma-
chines, which express parcel carrier I want 
to use. I can put the data in, I can put the rate 
code in, the machine goes tick-tick-tick, 
and out comes the way bill. That’s it.”

The express parcel companies “have been 
highly successful in having their customers 
do the work. Why can’t carriers do that with 
shippers, instead of having to process the 
data the way we do?”

Although Rankin is computer literate —  
the mouse-pad on his desk bore tell-tale 
scuff marks showing routine use, “one of 
the first things I plan to do is to improve my 
skills in that direction. Perhaps I ’ll take a 
tutorial from Southampton University. If 
you’re doing something on your own, you 
need to be able to use the Internet and 
exchange e-mail with absolute confidence.”

Pra ise And Censu re. Rankin has a repu-
tation of not easily suffering fools. “I admit 
it,” he said succinctly. Given that nature, who 
then does he respect most in the industry?

“Two names come to mind. First, Olav 
Rakkenes,” chairman and president of At-
lantic Container Line, “for his leadership of 
TACA. What he brought to the table was a 
complete lack of tolerance for BS. I really 
appreciated that, because I come from the 
same comer. That’s one of the reasons Olav 
and I worked quite well together.

“The other person I really respect is Will 
Middleton,” Sea-Land’s former executive 
vice president for marketing, who retired 
last year. “It was with Will that I negotiated 
the original vessel sharing arrangement. 
Sea-Land had never done anything like that 
before —  sharing ships, costs, opening ac-
count books. Will brought that off within 
Sea-Land, which I thought was a remark-
able achievement.”

On the dark side of the ledger, Rankin 
noted that “things have gone on in the 
Pacific last year and the year before that

were wholly unnecessary, because there 
was no discipline.”

“Some people who should have known 
better found out that you cannot keep the 
market share you gained if you cut rates. 
You have to gain market share differently if 
you’re going to keep the business.

“When you cut rates, gain market share 
and then lose it within a very few months, 
the rates don’t come up for years,” he said.

“I don’t have to mention names of people 
who learned that the hard way in the Pa-
cific, if they really learned it. Everyone 
knows them.”

Home Base. Rankin plans to stay in his 
adopted country, the United States.

“In my case, I wasn’t prepared to leave 
the U.S. Perhaps there was an element of 
that in my departure.”

“ /  believe that carriers have 
a lot o f  thinking ahead o f  

them on the subject o f  what 
deregulation is going to do to 
this industry. A lot o f people 
have not acknowledged that 
it represents real change ”

Rankin, 51, lives with “my significant 
other, my partner —  a female,” he said 
pointedly, laughing at how such clarifica-
tions are expected in today’s society. They 
reside in Manhattan, and in a new house 
Rankin has just built in Southampton, Long 
Island, overlooking Peconic Bay.

His elder daughter will be coming to the 
U.S. this year to attend George Washington 
University in Washington, D.C. Rankin has 
two grown sons and another daughter. “They 
all love the fact that I’m based in the U.S.,” 
he said. “I ’ve made my choice to live here, 
and I ’m sticking with that.”

Will he become an American citizen? 
“I ’ve never contemplated that,” he said. 
“I ’m content right now to be an expatriate.

“I ’m still, of course, passionately con-
cerned about what is happening in Britain. 
Traditionally a Conservative, I ’m very in-
terested when people my sons’ age, in their 
20s, now seem to resent what Margaret 
Thatcher did as prime minister. I think 
that’s a shame, but it’s important to know 
why they feel that way.”

As for the Labor Party’s just-concluded 
first year in office, Rankin said that “Tony 
Blair has been a great source of refresh-

ment. Whether he has any substance, I 
don’t know. But superficially, Blair has 
lifted Britain to a different level. I don’t 
know how much depth is there. It will take 
a long time —  at least 10 years —  for the 
Tories to come back.”

New Ventures. What will Rankin do 
now in the industry? “ You build up a certain 
expertise in certain subjects. I ’m a mar-
keter, essentially. I also lived in Britain 
during the Thatcher years, when one was 
able to observe the process of privatization. 
I think that’s aprocess that is not so dissimi-
lar from deregulation,” he said.

“I believe that carriers have a lot of 
thinking ahead of them on the subject of 
what deregulation is going to do to this 
industry. A lot of people have not yet ac-
knowledged that it represents real change.

“In the privatization process, those com-
panies that realized it would create real 
change succeeded, and those that didn’t 
realize it failed— and failed very quickly.” 

Asked if he had any interest in starting a 
company of his own, Rankin said “That’s a 
possibility, but it wouldn't be anything like 
a shipping line or an NVO. You only look 
have to look at recent history to deduce 
that’s not a smart thing to do.”

“I’m not sufficiently an egotist to want 
something that says ‘Rankin Inc.’ Would I 
like to work with other people, and share my 
experiences in this industry, especially as we 
are about to go through this massive change 
of deregulation? Yes, that's the sort of thing 
I’m interested in.” He admitted that a con-
sulting group called “Rankin & Associates 
LLP” might eventually be a possibility.

“All I know right now is that I ’m out of 
here today. I’m going to spend at least six 
weeks doing physical work at my house. Just 
by cutting my own lawn, I can save $90 a 
week. That’s good for my body and pocket, 
and then I ’ll start thinking about what I want 
to do.”

“Something will emerge,” he said. “I ’d 
be an idiot to say I was going to open a 
grocery store.”

As he looked out the picture window in 
his office, which commanded a panoramic 
view over hazy Jersey marshlands toward 
the distant New York skyline, Rankin’s 
mood shifted. “They’re building a hotel —  
you can see the pit for i t— and it will block 
the view,” he said almost to himself.

Then, with a smile and a handshake, he 
reverted to form. “My successor, Mike 
Seymour, will do a great job. I ’m leaving 
him the best of staffs. It’s possible everyone 
will come out a winner.”

Was there a moral to his story? 
“Absolutely,” Rankin said. “No one is 

immune. I t’s a very tough business.” ■
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FastShip looks for a shipyard
High-speed cargo ships could enter transatlantic by 2001.

PHILADELPHIA
Having won classification-society ap-

proval of its hull design, FastShip is look-
ing for a shipyard to build its first high-speed 
cargo vessel.

Det Norske Veritas, based in Oslo, ap-
proved the design of the 1,432-TEU 
FastShip vessel, which will skim above the 
sea at speeds of close to 40 knots.

Now FastShip is seeking additional fi-
nancing and shopping for a shipyard to 
build the first of the new ships, expected to 
cost $180 million to $200 million each.

If all goes well, FastShip officials say, 
their first ships will enter the transatlantic 
market in 2001.

FastShip is pitching itself as a transporta-
tion system that will use high-speed ships 
and high-tech loading and unloading to pro-
vide a service that will be faster than regular 
ocean transport but cheaper than air freight.

“We have accomplished for the world of 
ocean shipping what Boeing and Pan Am 
accomplished in the aviation business with 
the 707 jets in the 1960s —  faster, more

reliable transport,” said David L. Giles, 
technical director and founder of FastShip. 
“But new ideas take time to implement.” 

Giles said FastShip is in discussions with 
several shipyards in the U.S. and Europe. A 
decision is expected to be made by the end 
of summer.

K vaemer is considered one of FastShip ’ s 
top candidates. The shipbuilder has a large 
yard in Masa, Finland, and recently bought 
the former Philadelphia Naval Yard. “W e’re 
clearly attracted to the U.S. Title XI federal 
loan guarantees,” Giles said.

He acknowledged that shipyards may be 
apprehensive about building a new type of 
cargo ship.

“It’ll be something totally new to them,” 
he said. “W e’ll have to sit down with the 
shipyards and help each other out.” 

FastShip’s design has been criticized by 
many shipping executives as a good idea that 
will never work. Giles disputes that notion.

“They’re arguing on the basis of igno-
rance,” he said. “Our design has been re-
viewed closely. Det Norske Veritas wouldn ’ t

have approved the design otherwise.”
Giles said established ocean carriers are 

merely protecting their current investments 
in ships.

FastShip said its unique hull design will 
be combined with a gas turbine propulsion 
system to allow transatlantic crossings at 
speeds ranging from 35 to 40 knots. The 
transatlantic voyage will take four days or 
less, and FastShip said door-to-door ship-
ments will take only seven, compared with 
17 to 21 for regular containership services.

The French port of Cherbourg plans to 
spend up to $ 180 million for a new terminal 
to handle the ships once they ’re built. French 
railroad Societe Nationale des Chemins de 
Francaises said it will provide FastShip 
with blocktrain capacity from France to 
destinations throughout Europe.

The U.S. Maritime Administration, eye-
ing the possibility that the ships will be built 
in the United States, is encouraging the 
FastShip project.

And the U.S. military is attracted to 
FastShip technology for moving its goods 
around the world. Last year, FastShip’s 
design was endorsed by a Navy engineer-
ing team at the Massachusetts Institute of 
Technology and another group of experts at 
Carderock, the Navy’s specialized testing 
center in Maryland. ■

INLAND SHIPPING SERVICE ASSOCIATION
On Thursday, May 28, The Journal o f Commerce published an article regarding the approval of the Inland Shipping Service 
Association by the Federal Maritime Commission. This article contained a number of inaccurate statements regarding the 
nature and authority of this agreement. We, the members of the Inland Shipping Service Association (“ ISSA”) wish to clarify 
for our customers what this agreement is and is not authorized to do.

The ISSA was filed by its members in response to requests by their customers for uniform U.S. inland rates and charges. The 
objective of the agreement is to provide shippers and consignees in the U.S. with a uniform inland rate between the inland point 
of origin or destination ad the U.S. port of loading or unloading regardless of the Caribbean, Central American or South 
American country to which the cargo is destined or from which it originates.

The ISSA members are not authorized to agree on port-port rates or service contracts. The ISSA members are not authorized 
to negotiate jointly with providers of inland transportation in the U.S., as such negotiations are prohibited by the Shipping Act 
of 1984.

Moreover, contrary to the article, the ISSA does not in anyway affect the independent operations of its members or the 
participation of its members in existing conferences. Conferences that have authority to offer intermodal rates do so by offering 
single-factor rates in their service contracts and/or tariffs and/or by offering multi-factor rates based on a combination of a port- 
port rate and a U.S. inland rate. The ISSA will not affect the ability of any conference or individual member to continue offering 
any such rates.

As previously stated, the objective of the ISSA is to provide uniform rates for inland transportation in the United States, 
regardless of the Caribbean, Central American or South American country of origin or destination. This effort has been 
undertaken in response to shipper requests for such uniformity.

Questions regarding this agreement should be directed to our Chairman: Mr. Joe De Braga, Associated Conferences 
Secretariat, Inc., 6363 Taft Street, Suite #311, Hollywood, FL 33024, Phone: (954) 963-7770 Fax: (954) 963-7886.

The Members of the Inland Shipping Service Association are:
Crowley American Transport, Inc.; Dole Ocean Liner Express; King Ocean; Maersk Line; Seaboard Marine, LTD; Sea-Land Service, Inc.
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APL, Sea-Land lose Guam rate case
But dispute isn’t over. Guam’s territorial government 
will seek refunds for more shippers.

WASHINGTON
After a nine-year effort, Guam’s territo-

rial government has won a Federal Mari-
time Commission ruling that APL and 
Sea-Land Service overcharged shippers to 
and from the island.

But the issue isn’t dead. The Guam gov-
ernment said it will appeal the ruling in an 
effort to win refunds for shippers other 
than the four named in the original com-
plaint.

In a final decision, the FMC overturned 
a recommendation by an administrative 
law judge, Frederick M. Dolan Jr., who had 
sided with the carriers.

Shipping rates between Guam and other 
U.S. domestic points are regulated by the 
FMC because the trade is restricted to 
U.S.-flag carriers under the Jones Act.

The FMC ruled that APL earned $16.7 
million in excess revenues in the Guam 
trade between 1988 and 1990, and that 
Sea-Land exceeded its allowed earnings 
by $6.27 million in 1988 and 1989.

The FMC ruled, however, that repara-
tions will be confined to the four shippers 
who initiated the FMC case in 1989. They 
are the Government of Guam, Pacific In-
ternational Co., Town Houses Department 
Stores and Micronesian Brokers Inc.

The ruling left out the U.S. Defense 
Department, by far the biggest shipper in 
the trade, and about 2,000 smaller shippers 
who were affected by the ocean carriers’ 
rate practices, said Roger A. Berliner, one 
of the attorneys representing Guam.

The Defense Department’s cargo book-
ing agency, the Military Traffic Manage-
ment Command, would get nothing under 
the FM C’s ruling, though the agency is 
believed to have been overcharged by about 
$4.5 million a year, Berliner said.

He said the FMC ruling would allow the 
Guam shippers to get refunds only if each 
joined the complaint individually. “This is 
contrary to equity and contrary to law.”

Even the four shippers the FMC says are 
covered will get an “insignificant amount” 
—  perhaps less than $ 1 million —  if the 
ruling holds, he said. That’s only a small 
fraction of the $12 million that Guam ’s 
government spent pursuing the case.

“The FMC failed to provide economic 
justice by allowing the carriers to keep 
their ill-gotten gains,” Berliner said.

Guam shippers are “captive shippers” 
whose “whole economy depends on ship-
ping,” he said. “Shipping is their economic 
lifeline. But there is no competition in the 
trade.” ■

Tokugawa named CEO of NYK (North America)
NEW YORK

Tsunenari “Tony” Tokugawa has been 
named chairman and chief executive of-
ficer of NYK (North America), succeeding 
Keitaro Kanamori.

Kanamori has been named senior vice 
managing director of Tokyo Senpaku Kaisha

(TSK Lines), an NYK affiliate that operates 
liner and tramp vessels in the intra-Asia 
trades.

Tokugawa joined NYK in 1964 and has 
served in several management positions, 
most recently as managing director of NYK 
Line in Tokyo. ■

A.P. Moller criticizes return of shipyard subsidies
COPENHAGEN

Denmark’s A.P. Moller group, the par-
ent company of Maersk Line and Denmark’s 
Odense shipyard, has criticized the return 
of shipbuilding subsidies following the fail-
ure of the U.S. to ratify an international 
agreement to eliminate them.

Despite efforts by Denmark and others, 
prospects “are not encouraging” that the 
U.S. will ratify the agreement worked out 
under the Organization for Economic Co-
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CP completes 
purchase of Ivaran
MONTREAL

Canadian Pacific has completed its 
acquisition of Ivaran Lines, which will 
join the growing stable of liner shipping 
companies operating under CP Ships.

CP said Ivaran will be run as a 
separate company alongside Canada 
Maritime, Cast, Lykes, Contship and 
Montreal Terminals.

CP Ships said its C$2 billion (US$ 1.4 
billion) annual sales and 1 million TEU 
of annual volume will increase 10 per-
cent by the acquisition of Ivaran’s con-
tainer-shipping services between North 
America and Latin America.

The sale includes Ivaran’s name, ser-
vices, organization, 26,000-TEU con-
tainer fleet and nine chartered ships, 
three of which remain owned by Ivarans 
Rederi. ■

CP appoints CEOs 
for Contship, Ivaran
LONDON

David Halliday has been named chief 
executive of Contship Containerlines 
and Godrick Baron has been appointed 
CEO of Ivaran Lines. Both companies 
are owned by CP Ships.

Halliday has been at Contship since 
1980. As CEO, he fills a post that was 
held until recently by CeciliaBattistello, 
who stepped down recently as chief 
executive of Contship following the 
company’s recent acquisition by CP.

Baron was operations director at 
Contship. Morten Veflingstad, who was 
vice president, American services, at 
Ivaran, has been named commercial 
vice president. ■

operation and Development. A.P. Moller 
said in its annual report.

The U.S. is the only signatory nation that 
hasn’t signed the agreement. Legislation to 
ratify the agreement is pending in the U.S. 
Senate.

A.P. Moller said a proposal by the Euro-
pean Commission for a long-term shipbuild-
ing policy “will open the way for regional 
subsidy schemes, thus distorting competi-
tion and even favoring inefficient yards.” ■

Crowley’s Young 
to head ISA
JACKSONVILLE, Fla.

Mary Anne Young of Crowley American 
Transport has been named acting chairman 
of the Information Systems Agreement, an 
ocean-carrier group that works to encourage 
and standardize electronic communication.

Young, vice president of freight services 
at Crowley, took over after the previous 
chairman, Diane Silver, resigned from APL 
and from her ISA post. Silver was vice 
president of information strategy at APL. ■



Where would you rather be?

Baltimore

A few hours
closer to market?

Or a few hours behind, 
waitina to unload?

At some East Coast ports, 

you can w a it hours to 

un load you r cargo. But 

Baltimore is less congested. 

In the tim e  you spend 

w a itin g  som ewhere else, 

we can have you unloaded 

and headed on your way.

W e 're  closer to  the 

heartland than any other 

East Coast port, too. So 

w hether it's containers, 

ro ll-o n  ro ll-o ff,  steel, 

autos o r forest products, 

your cargo has fewer 

m iles to  travel.

The Port o f Baltimore. 

It's not the firs t port you 

com e to . Just the first one 

w ith  so many advantages. 

To learn more, contact 

Sales and M arketing at 

(800) 638-7519. O r 

w w w .m pa.state.m d.us

http://www.mpa.state.md.us
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I n  b r i e f  . . .

P&O NEDLLOYD 6,690-TEU SHIP.
P&O Nedlloyd has taken delivery of the 
P&O Nedlloyd Southampton, the first of a 
series of four 6,690-TEU ships. The vessel 
was delivered several weeks late because of 
technical problems. It will be deployed on 
P&O Nedlloyd’s Asia/Europe routes. Based 
on declared ship capacity, the new ship 
ranks as the largest containership afloat, 
ahead of the “S-class” vessels of Maersk 
Line, rated at 6,600 TEU.

HAPG-LLOYD ORDERS 4 SHIPS.
Hapag-Lloyd has ordered four 4,800-TEU 
ships that will be able to fit through the 
Panama Canal. The ships will be delivered 
in 2000 by Hyundai Heavy Industries of 
South Korea. With the new ships, Hapag- 
Lloyd will have a total of 25 of its own 
ships, including 15 identical 4,800-TEU 
vessels, along with chartered tonnage.

AOTOS DINNER. The 1998 Admiral of 
the Ocean Sea Award will be presented 
Nov. 13 at the annual AOTOS dinner in 
New York. Last year’s recipients were 
Stanley Barer, chief executive of Totem 
Resources, and Sen. Ted Stevens, R-Alaska.

MAERSK FEEDERS. Maersk has or-
dered four 2,200-TEU feeder vessels from 
China Shipbuilding Corp. in Taiwan. The 
carrier said the new ships, to be delivered in 
late 1999 and early 2000, will replace simi-
lar vessels it operates on time charter.

N YK /SH O W A M ERGER. Japanese 
sh ipp ing  com pan ies N ippon  Y usen 
Kabushiki Kaisha and Showa Line have 
finalized an agreement on their merger. The 
merger contract is to be submitted for share-
holder approval on June 26. The merger 
will be backdated to March 27.

HUAL ORDERS SHIPS. The owners of 
HUAL —  Leif Hoegh & Co. and Ugland 
International Holdings— have ordered two 
more pure car/truck carriers for delivery in 
the first and fourth quarters of 2000. The 
new ships, each able to carry 6,200 cars, 
will bring to six the number of identical new 
vessels that HUAL will launch in the next 
two and a half years.

MARINE COLLISON LAW. Cornell 
Maritime Press, based in Centreville, Md., 
has published The Law of Maritime Colli-
sion, a text by Nicholas J. Healy and Joseph
C. Sweeney. Healy has practiced admiralty 
law since 1936 and taught it at New York 
University for 39 years. Sweeny practiced

admiralty law for several years before join-
ing the faculty of Fordham University, where 
he has taught admiralty law and other sub-
jects for more than 30 years.

NORWEGIAN AWARD. ErikF. Johnsen, 
president of International Shipholding Corp. 
has been named a commander of the Royal 
Norwegian Order of Merit for his longtime 
work in N orw egian/A m erican affairs. 
Johnsen is honorary consul of Norway for 
Louisiana and has been active in the Nor-
wegian Seamen’s Church in New Orleans 
for many year.

TURKON LINE AGENT. Turkon Line 
has appointed Norton Lilly International as 
sales agent for the U.S. outside the New 
York metropolitan area. Turkon is an inde-
pendently owned Turkish-flag carrier oper-
ating between New York, Norfolk and 
Charleston and the Eastern Mediterranean.

LIBRA USA. John N. Habibi has been 
been named Southeast regional sales man-
ager for Libra USA. He is based in Atlanta. 
He has been with Australia-New Zealand 
Direct Line and was Southeast regional 
sales manager for Gulf and Atlantic Mari-
time Services.

BEN LINE AGENCIES. Shipping Agency 
Representation Services (SARS), the ship- 
agency arm of London Maritime Partner-
ship, has been appointed U.K. representative 
of Ben Line Agencies. SARS recently ended 
its U.K. agency represetnation for Jardine 
Shpping Agencies.

IICL OFFICERS. Wilfried Pabst, co- 
chairman and co-founder of Triton Con-
tainer International, has been elected to a 
one-year term as president of the Institute 
of International Container Lessors. Other 
officers are first vice president, Raoul 
Witteveen, president of Interpool Ltd.; sec-
ond vice president, Hiro Ogawa, chairman 
of Container Applications International; 
treasurer, George Elkas, president of Flexi- 
Van; and secretary, Edward A. Woolley of 
IICL.

OOCL AUSTRALIA. Orient Overseas 
Container Line has appointed Tasmanian 
Cargo Services as its agent in Tasmania. 
Established in 1971 and headquartered in 
Devonport, Tasmanian has a branch office 
in Hobart and sub-agents in Burnie, Bell 
Bay and Launceston.

OMI PROFIT. OMI Corp. reported first- 
quarter net income of $2.2 million. That 
compared with $ 15.3 million a year earlier, 
when the results included a $ 13.8-million

gain from an accounting change. The bulk- 
shipping operator’s revenue rose to $62.5 
million from $58.1 million. OMI said its 
previously announced acquisition of Ma-
rine Transport Lines and the spinoff of 
OM I’s non-U.S. operations is expected to 
be completed next month.

SEA CONTAINERS. Sea Containers Ltd. 
said first-quarter operating profit from its 
intermodal container leasing business rose 
6 percent to $16.9 million. The company 
said it was the first meaningful improve-
ment on a year-to-year quarterly compari-
son since the first quarter of 1996. Sea 
Containers said its container utilization rate 
was steady at 86 percent, and that the slide 
in lease rates has slowed.

CROWLEY BAHAMAS. Keith Phillips 
has been named general manager of Crowley 
American Transport ’ s Bahamas service. He 
will be based in Nassau. Crowley has twice- 
weekly service to Nassau and Freeport from 
Jacksonville and Port Everglades.

UNITED ARAB. United Arab Agencies 
Inc., a subsidiary of United Arab Shipping 
Co., has opened its own agency offices in 
Baltimore, Chicago, Cleveland, Norfolk and 
Savannah. The company previously used a 
third-party agent, Kerr Steamship Co., in 
those cities.

SE A FR E IG H T  M A N A G ER S. Gary 
Retherford has been named general man-
ager and Capt. Clarence Rego operations 
manager of the Gulf of Mexico Service of 
SeaFreight Line. SeaFreight is a Houston- 
based carrier specializing in container and 
breakbulk cargo between the U.S. and Latin 
America and the Caribbean. Retherford was 
general m anager o f Columbia Coastal 
Transport’s project division and line man-
ager of Pearcy Lines. Rego has been a 
ship’s master and has worked in operations 
for V Ships of Monte Carlo, Islamic Repub-
lic of Iran Shipping Lines and Shipping 
Corp. of India.

FILLETTE, GREEN. Neil McManus has 
been named vice president, general cargo 
services, of Fillette, Green Shipping Ser-
vices, based in New Orleans. He had been 
with McCormick Jahncke Group, a trans-
portation consulting firm in New Orleans, 
and Lykes Lines in Tampa. Mark S. Baylor 
has been named vice president, chartering 
services. Julie Turpin has been named traf-
fic services manager in New Orleans and 
Robert Mackey, a former executive with 
Lykes and Barber Blue Sea. has been named 
sales and marketing representative in Hous-
ton.
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It takes all kinds.
Whatever you’re shipping...containers, breakbulk or heavy lift, our modern, 
multi-purpose vessels can take it to the Middle East, Indian Subcontinent or 

Southeast Asia. Our fleet is the most flexible of its kind.
Our sailing schedule is among the most reliable. And we give you the kind of professional 
service you need. Call now for reliable, ISO 9000-certified shipping at competitive rates.

You’ll see we’re one-of-a-kind.

H OEGH LINES
Hoegh Lines Agencies, Inc. (718) 420-6700



REVENUES & MARKET TRENDS

Who s m

Results depend mainly on which shipping sector a carrier 
has specialized in. Dry-bulk and container specialists fa red  the worst in 1997, 

while diversified operators were able to avoid the peaks and troughs 
o f  shipping cycles o f  a particular sector.

B y  P h i l i p  D a m a s

I f  you p u t m oney  in to  sh ipp ing  recen tly , the odds are  th a t 
you  ob ta ined  a po o r re tu rn  from  dry  b u lk  and  co n ta in er 
sh ipp ing  las t year, m ad e  p len ty  o f  m oney  on  ro -ro /car- 

ca rrie r sh ipp ing  and  o b ta ined  a re la tive ly  go o d  re tu rn  on 
investm en ts in  tankers.

S h ipp ing  has long  b een  p erce iv ed  as a  cyclica l business. T he 
industry  is d riven  by  phases o f  ov ercap ac ity  o r undercapac ity , 
w ith  u ndercapac ity  o ften  fo llo w ed  by  a  w ave  o f  add itional 
tonnage  w hich  d estab ilizes  the m ark e t and  takes severa l years 
to  be  abso rbed  by  increased  d em and  in  th e  m arket.

B ut sh ipp ing  a lso  com prises  very  d iffe ren t spec ia lis t sec -
to rs, each  o f  w h ich  has a  d iffe ren t sh ipp ing  cycle .

So, 1997 w as a reco rd  y ear fo r p ro fits  fo r ro ll-o n /ro ll-o ff  and
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ca r-ca rrie r sh ipp ing  com pan ies. R o /ro  and  ca r-ca rrie r o p e ra -
to rs easily  o u tperfo rm ed  opera to rs  from  the o th er sh ipp ing  
sec to rs, as show n in T ab le  1 (P age 58).

B u t look  at the b o ttom  o f  th e  p ro fitab ility  rank ing , and  you 
w ill find  dry  b u lk  sh ipp ing  and  co n ta in e r sh ipp ing  com pan ies. 
T hough  there  are  varia tions w ith in  each  sec to r, sh ipp ing  lines 
spec ia liz ing  in  ju s t one sec to r are  la rg e ly  d riv en  by  the  sam e 
m arke t fo rces —  and  tend  to  c lu s te r to g e th e r in term s o f  p ro fit 
rank ings in any  g iv en  year.

Single-Sector Operators. F o r d ry -b u lk  opera to rs. 1997 
w as a co n tinua tion  o f  a do w n w ard  slope  in th e ir cycle  w hich 
s ta rted  w hen  the d ry -b u lk  sec to r reach ed  its p eak  in  1995.



If your forwarder doesn’t  operate their own facilities in Asia —  your nex t shipm ent could be all wet.

22,000 Americans have cargo moving through Asia every day
W h o  i s  k e e p i n g  a n  e y e  o n  y o u r s ?

With over 50 years of experience and more than 
100 locations in Asia, we have earned a reputation 
for unmatched reliability.
W h e th e r  y o u r m oving  c o m p o n e n ts  o r  f in ish e d  goods, 
o u r  c o n ta in e r  fre ig h t s ta tio n s , w a reh o u s in g , in fo rm a tio n  
sy tem s, co n so lid a tio n , fu lly  in te g ra te d  a ir  a n d  o cean  
fre ig h t fo rw ard in g , a n d  o u r  staff, c a n  p ro v id e  y o u  w ith  
th e  flex ib ility  to  re s p o n d  to  a n y  su p p ly  ch a in  ch a llen g e .

One company at home in two worlds.
W ith o u r  p re s e n c e  in  A sia, p lu s o u r 60 lo ca tio n s a n d  th re e  
d ecad es  o f e x p e rien ce  in  th e  US, N ippon  E x p re ss  USA can  
b e  y o u r b rid g e  b e tw e e n  th e  US a n d  A sia. N ippon  E x p re ss  
USA h a s  th e  e x p e r t is e  to  h a n d le  m a n y  c u ltu ra l  a n d  
language  b a rr ie rs  th a t  cou ld  in te rfe re  w ith  y o u r sh ip m en ts , 
en su rin g  su ccessfu l o p e ra tio n s.

Comprehensive freight forwarding solutions.
N ippon  E x p re ss  USA, a s  one  of th e  la rg e s t f re ig h t fo r-
w a rd e rs  to  an d  from  A sia, c a n  o ffer so  m u c h  m o re  fo r y o u r 
m oney. We serve  as th e  v ita l link  b e tw e e n  y o u  a n d  y o u r  
cargo . N ip p o n  E x p re s s  USA c a n  p ick  u p  y o u r cargo , 
conso lida te  it  fo r a ir  o r o cean , rece iv e  it  a t  i ts  d e s tin a tio n , 
c lea r it  th ro u g h  cu sto m s, a n d  d e liver it  to  y o u r door, 
w ith o u t it  ev e r leav ing  o u r  h an d s .

Advanced information and communication systems.
N ip p o n  E x p re ss  USA h as  a  g lobal m u ltim o d a l in fo rm ation  
sy s te m  u n iq u e  to  th e  in d u stry . You h ave  th e  p o w er to  
m ove fre ig h t, fill o rd e rs , a n d  c o n tro l y o u r e n tire  in v en to ry  
w ith  ju s t  th e  click  o f y o u r  m o u se . U sing a  lead ing  edge 
In te rn e t in v e n to ry  c o n tro l sy s tem , seam less ly  in teg ra tin g  
a ir  a n d  o cean , y o u  h av e  u ltim a te  co n tro l. O u r sy s tem  does 
m u c h  m o re  th a n  sim ply  tr a c k  sh ip m en ts . I t g ives you  
a c c e ss  to  in - tran s it m o d e  changes, g rea tly  increasing  th e  
flexibility  a n d  effic iency  of y o u r  su p p ly  chain .

Customized service? We can do that!
N ip p o n  E x p re ss  USA offers sp ec ia l se rv ices  su c h  as: 
P.O. m an ag e m en t; 
re v e rse  log istics 
sy s tem s fo r recy - 
c lab les; k itting ; an d  
th e  tr a in e d  s ta ff  to  
pull, a ssem b le  an d  
de liv e r y o u r o rd e rs .
W ith Nippon E xpress 
USA, no  re q u e s t is 
too  com plica ted .

W hen  yo u  a re  using  N ippon  E x p re ss  USA, yo u  will 
know  th a t  w e a re  alw ays k eep in g  a n  eye  on  y o u r fre igh t; 
w h e rev e r it  is.

To see  how  N ippon E xp ress  USA With Nippon Express, you can be^  . . sure that your cargo is safely and
can  be  you r eyes an d  ears in  Asia call us securely in our hands at over too
a t 800-896-9633 o r visit o u r w eb site  a t  locations throughout Asia'
w w w .nipponexpressusa.com  ( D  NIPPON EXPRESS USA, INC.

FREIGHT FORWARDING •  AIR CONSOLIDATION • OCEAN C 0N S 0LID A T I0N /N V 0C C  • WAREHOUSING •  CUSTOMS CLEARANCE • INFO. SYSTEMS
* Approximate num ber per day based  on figures from th e  Census Bureau and th e  D epartm ent of Com merce

http://www.nipponexpressusa.com
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O vercapac ity  p ressu res  and  low  ra tes con tinued , w h ile  d ry- 
bu lk  opera to rs  had  the added  p rob lem  o f  ab so rb ing  th e  rep e r-
cussions o f  the A sian  c ris is  since the la tte r  p a rt o f  las t year. 
S ing le -sec to r d ry -bu lk  opera to rs  su ffe red  low  p ro fits  o r losses 
las t y ear as a re su lt o f  the w orsened  sta te  o f  th is sector. (F or a 
m ore d e ta iled  analysis o f  the fo rtunes o f  d ry -b u lk  opera to rs, 
see “D ry  bu lk  sh ipp ing  secto r h its  c ris is ,” p age  63).

C on ta iner sh ipp ing  lines a lso  saw  th e ir  p ro fit resu lts  d ive  
during  1997. C o m pared  to  sin g le -sec to r opera to rs  in the d ry  
bu lk  and  in  ro /ro  and  ca r-ca rrie r m arke ts, th e ir  1997 m arg ins 
and  resu lts w ere a lso  w orse.

C on ta iner sh ip p in g ’s d e te -
rio ra tion  las t y ear fo llow s a 
dow nw ard  trend  started  about 
five  years  ago  th a t becam e 
m u ch  w o rse  in  1996 -1 9 9 7 .
T h is con trasts  w ith  the su p -
posed ly  a ttrac tive  situa tion  o f 
con ta iner sh ipp ing  as the fa s t-
e s t-g row ing , h ig h -v a lu e  and 
m o s t in fo rm a tio n - in te n s iv e  
segm en t o f  sh ipping.

O n the face o f  it, the d ec i-
sion o f  m ost liner opera to rs  to 
specia lize  exclu sively  in co n -
ta in e r sh ipp ing  in  the 1960s 
and  1970s, and  to  le t go  o f  
conven tional, m u ltip u rp o se  or 
ro /ro  sh ipp ing  ac tiv ities , has 
b rough t few  rew ards to  liner 
opera to rs in  recen t years (see 
“C o n ta iner c a rr ie rs ’ m arg ins 
d isap p ear,” page 60).

In  the ro /ro , ca r-ca rrie r and  tan k e r sh ipp ing  sec to rs th ere  are 
specia lized , sin g le -sec to r opera to rs. B u t th ese  tw o  secto rs 
have  re tu rned  h ig h e r p ro fits  than  d ry -bu lk  and  co n ta in e r sh ip -
p ing  in the las t few  years.

W eak Specialization. B eing  a sing le -sec to r, specia lized  
o pera to r does n o t guaran tee  th a t a sh ipp ing  com pany  w ill be 
ab le  to trade  in  a  p ro tec ted  n iche.

In  fact, the  co n ta in er and  b u lk  sh ipp ing  segm en ts are h igh ly  
fragm ented , w ith  num erous opera to rs. S h ipp ing  line  exectives 
and  industry  in siders have said  tha t these  tw o  secto rs are  ripe  
fo r a shakeou t, and  th a t these  p a rticu la r m ark e ts  w ill re -em erge  
w ith  stronger, bu t few er, opera to rs.

B ut, so far, even  th ough  com pan ies  in  the d ry  bu lk  or 
con ta iner sh ipp ing  are  supposed ly  spec ia lized  o pera to rs , they  
are, in  fac t, do ing  b usiness in  a  “co m m o d ity ” m arket, ra th er 
than  in a spec ia lis t m arket.

In  the ro /ro  and  ca r-ca rrie r segm en t, the re  are  re la tiv e ly  few  
opera to rs  and  each  one can  c la im  to be a  sp ec ia lis t (see “ P rofits 
ro ll in  fo r ro /ro ,” p ag e  64).

O ne exam ple  o f  a com pany  tha t has steered  aw ay  from  
co n ta in er sh ipp ing  and  co m m od ity -type  busin ess  is In te rn a -
tiona l S h ipho ld ing  C orp ., th e  N ew  O rlean s-b ased  sh ip  ow ner 
and  opera to r o f  L ig h te r A board  S hip  (L A SH ) v esse ls, pu re  car 
carriers , ro /ro , b reakbu lk  and  bu lk  ships.

56 AMERICAN SHIPPER: JULY 1998

“R a th e r th an  b ecom ing  g enera lis ts , w e are  sp ec ia lis ts ,” 
N ie ls  W . Johnsen , ch a irm an  o f  the co m pany , sa id  in  an  in te r-
v iew  las t y ea r (M ay 1997 Am erican Shipper, p age  52).

T he p a rticu la r risk  o f  sin g le -sec to r o pera to rs , nam ely  the 
fu ll exposu re  to  th e  cy c lica l sw ings o f  one segm ent, a lso  begs 
the question : D o opera to rs w ith  a d iv e rsif ied  flee t po rtfo lio  
fa re  any  b e tte r  th an  spec ia lized  o pera to rs?

Diversified Operators. D ivers ified  sh ipp ing  com pan ies 
a re  usua lly  A sian  o r E u ropean . T here  are  o n ly  a  h an d fu l o f

A m erican  com pan ies w ith  any-
th ing  resem b ling  the b rea th  o f 
ac tiv ities  o f  the large A sian  o r 
E u ro p ean  sh ipp ing  g roups.

Jap an ’s N Y K , M itsui O .S.K . 
L in es and  “K ” L ine  h ave  m any 
d iffe ren t ac tiv ities and  vessel 
types, rang ing  from  tan k e r and  
gas-carrier to d ry  bu lk  and  from  
c o n ta in e r  to  g en e ra l ca rg o . 
Som e o f  the subsid ia ries  o f  the 
Jap an ese  sh ipp ing  g roups also 
operate  p assenger cru ise  ships.

H y u n d a i M e rc h a n t M arin e  
a n d  H a n j in  S h ip p in g  a re  
so m e w h a t le s s  d iv e r s if ie d , 
b u t th e y  a re  a c tiv e ly  w id e n -
ing  th e  sco p e  o f  th e ir  sh ip -
p in g  a c tiv itie s .

S im ila r ly ,  C h in a  O c e a n  
S h ipp ing  C o. runs a  veritab le  
a rm a d a  o f  m o re  th a n  50 0  

ocean -g o in g  sh ips, ag g reg a tin g  a round  16 m illio n  deadw eigh t 
tons. L ast year, C O S C O  d ec ided  to  “ sp ec ia lize ,” but w ithout 
pu lling  ou t o f  any  g iven  sh ipp ing  sector. C O S C O  set up three 
s u b s id ia r ie s ,  e a c h  re s p o n s ib le  fo r  o n e  ty p e  o f  sh ip s  
(co n ta inersh ip s , b u lkers  and  g enera l ca rg o /sp ec ia lized  ships). 
T he p ro fit resu lts  o f  the C O S C O  g roup , though , are  unknow n.

A n o th e r exam p le  is N ep tune  O rien t L ines, the new  paren t o f  
A P L , w hich  opera te s  m ore  than  30 tankers , p ro d u c t carriers 
and  b u lk  ca rrie rs  in  ad d ition  to m an ag in g  its m a in  con ta iner 
sh ipp ing  business.

In  E u rope , D e n m a rk ’s A . P. M o lle r is ac tiv e  in  co n ta in er 
sh ipp ing  (th rough  M aersk  L ine), in  tankers , in p roduct c a rr i-
ers, in gas ca rrie rs , in d ry -bu lk , in ca r-carrie rs  and  in  o ffshore 
supp ly  vessels.

T he o th er S cand inav ian  g roups w ith  d iv e rsif ied  activ ities 
are N o rw a y ’s L e if  H o eg h  g ro u p  and  S w ed en ’s W ilhe lm sen  
group .

T he U .K .’s P & O  group  is ac tive  in th ree  sh ipp ing  sectors, 
m ain ly  th rough  jo in t v en tu re  com pan ies. T he B ritish  g ro u p ’s 
p o rtfo lio  inc ludes stakes in co n ta in e r sh ipp ing  ope ra to r P & O  
N ed lloyd  C o n ta in e r L ine, in  the d ry -bu lk  jo in t v en tu re  A B C  
and  in  th e  ro /ro  and  ferry  ope ra to r P & O  S tena.

F inally , B e lg iu m ’s C om pagn ie  M aritim e  B eige  g roup  is 
a lso  h igh ly  d iversif ied , a lthough  it so ld  h a lf  o f  its in te rest in 
lin e r ope ra to r C M B  T ran sp o rt to  S ou th  A fric a ’s S afm arine  a 
few  years ago.

FACTS AND FIGURES
Container shipping in 1997

World box traffic 43 million TEUs (up 8%)

2-million-plus-TEU
carriers

P&O Nedlloyd, Sea-Land, Maersk, 
Evergreen and COSCO

1-million-plus-TEU
carriers

NOL-APL, NYK, Mitsui O.S.K. Lines, 
OOCL, Hapag-Lloyd, Hanjin, 
Hyundai, Mediterranean Shipping 
Co. and Yangming

Average revenue 
per TEU

$1,270/TEU in 1997 
$1,390/TEU in 1996 (down 9%)

Average operating 
margin for carriers

5.8% in 1997
7.1% in 1996 (down 1.3%)

Source: Research by American Shipper.
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V is io n , Processes a n d  P e o p le

C o u n c i l  o f  L o g i s t i c s  M a n a g e m e n t °
1998 Annual Conference 

October 11-14, Anaheim, California

?neral Session  P resen ta tio n s

Mike Vance will present the keynote 
address on Sunday afternoon on the topic 
of “Thinking Out of the Box.” Mr. Vance 
was in charge of Idea and People 
Development for Walt Disney Productions, 
Disneyland, and Walt Disney World. He 
cofounded the Creative Thinking 
Association and coauthored Think Out of 
the Box and Break Out of the Box—
Techniques for Achieving Breakthroughs 
with Diane Deacon. He is considered one 
of the outstanding innovators in manage-
ment development, training, and building 
corporate cultures.

Gary Heil is an author, educator, and inter-
nationally recognized expert on leadership, 
service quality, and change management.
His session, “Liberating the Human 
Spirit,” will take place at Monday morn-
ing’s general session. He is a frequent

business commentator and has appeared 
on National Public Radio, CNBC, the 
Bloomberg Forum, Nations Business 
News, and Inc. Magazine. He has founded 
The Center for Innovative Leadership, 
developed award-winning training pro-
grams, and has coauthored Leadership 
and the Customer Revolution and One 
Size Fits One: Building Relationships One 
Employee at a Time.

James E. Morehouse will be featured 
at Tuesday morning’s general session 
discussing his views on “Extending the 
Enterprise: the Partnership Paradigm.”
Mr. Morehouse is a vice president with 
A.T. Kearney, Inc. He is coauthor of CLM’s 
research project, Improving Quality and 
Productivity in the Logistics Process. His 
view is that to survive and prosper, com-
panies will need to operate their supply

chains as extended enterprises with long-
term linkages and relationships.

• Jay Leno, host of NBC’s “The Tonight Show” 
since 1992, will entertain attendees at 
Tuesday evening’s annual banquet. Mr. 
Leno has just published Leading with 
My Chin, and proceeds from his other 
books— including Headlines and Police 
Blotter—  benefit his favorite charities.

•  Jennifer James, renowned cultural 
anthropologist, writer, and commentator, 
will speak at the closing luncheon on 
Wednesday. Dr. James, a specialist in the 
areas of cultural change, diversity, and 
marketing intelligence, will speak to 
attendees on “Future Visions— The 21st 
Century.” She has authored several books 
including Success Is The Quality Of Your 
Journey anti Thinking in the Future Tense.

998 Track T opics In clu de...

Activity Based Costing 
Business Issues
Change Management: The People Factor 
Chemical Industry Logistics Issues 
Consumer Direct Logistics 
Current Logistics Issues 
Current Research and Surveys 
Customer Service 
Customized Logistics Solutions 
Debate!
Decision Support Systems
Delivering Quality
Electronic Commerce
Emerging Technologies in Supply Chain
Management

• Ethics and Protocols
• European Logistics Strategies
• Forecasting and Supply/Demand Planning
• Global Logistics Strategies
• High Technology Industry Logistics Issues
• Innovations in Supply Chain Management
• Integrating Logistics with Other Corporate 

Functions
• Integrating Procurement into the Supply Chain
• Internet Logistics
• Inventory Strategies
• Law, Safety, and Public Policy
• Leadership in Logistics
• Logistics in Retailing
• Logistics Value and the Bottom Line

Managing Across Borders and Cultures
Managing Carrier/Shipper Interface
Partnerships/Strategic Alliances
Performance Measurement and Benchmarking
Principles of Logistics
Professional Development
Replacement Parts Support
Reverse Logistics
Strategic Planning
Supply Chain Management
Third Party Logistics: The Outsourcing Process
Transportation Strategies
Value Chain Initiative
Warehousing
Tour Tracks I, II, III, and IV of Logistics Facilities

998 R eg istra tio n  Fees
egular Registration Fee:
lember $875.00
onmember $1,075.00 
pouse $350.00

To receive information about the 1998 Annual Conference, contact: 
Council of Logistics Management®
Annual Conference
2805 Butterfield Road, Suite 200
Oak Brook, IL 60523
(630) 574-0985 • Fax (630) 574-0537



REVENUES & MARKET TRENDS

In  th e  U .S ., In te rn a tio n a l 
S h ip h o ld in g  Inc. is p robab ly  
the on ly  m a jo r rep resen ta tiv e  
o f  the d iv e rs if ied  b reed  o f  sh ip -
p ing  opera to rs. T he com pany , 
th rough  su b sid ia ries  and  asso -
c ia tes, is en g ag ed  in  tran sp o r-
ta tio n  by  m o s t types o f  v esse ls , 
inc lu d in g  the a ty p ica l L A S H  
ships.

In te rn a tio n a l Sh ipho ld ing  has a long  track  reco rd  o f  positive  
fin ancia l resu lts .

A no ther U .S .-based  ope ra to r ac tive  in  d iffe ren t sh ipp ing  
secto rs is Industria l M aritim e C arriers, w hose  m anag ing  agen t 
is In term arine . Industria l M aritim e  C arrie r and  In te rm arin e  run  
a flee t o f  45 to  50 m u ltipu rpose , h eavy -lif t, p ro jec t cargo

vesse ls. T hey  m ove a v arie ty  o f  
cargoes, inc lud ing  b reakbu lk  
and  co n ta in e riz ed  fre ig h t, in 
ad d ition  to  p ro jec t cargo  sh ip -
m en ts . F in a n c ia l re su lts  fo r 
these  tw o  com pan ies  are un -
know n.

D iv e rs if ie d  o p e ra to rs  can  
av o id  the peaks and  valleys o f  
in d iv id u a l sh ipp ing  secto rs las t 

year, as th ey  o ffse t good  resu lts  from  one segm en t w ith  bad 
ones in an o th e r sector.

It is n o tew orthy  th a t d iv e rsif ied  sh ipp ing  com pan ies g en er-
ally  en jo y ed  b e tte r  opera tin g  p ro fit m arg in s in  1997 than  
sp ec ia lized  co n ta in e r sh ipp ing  com pan ies.

L ast year, th e  d iversif ied  g roup  L e if  H oegh  g roup  ach ieved

Diversified shipping companies 
generally enjoyed better operating 

profit margins in 1997 than specialized 
container shipping companies.

Shipping lines ranked by 1997 operating profit
All figures are in million U.S. dollars/millions of local currency where specified

Ra n k / carrie r
Sp e c i a l i z a t io n  (sh ip p in g se c t o r)

To ta l
r e v e n u es

O PER A T I N G  PR O FIT  
A m o u n t a s % of 

re v e n u es
A m o un t

N ET PR O FIT  
a s % of 

re v e n u es
a s % of 
a sse ts

To tal
a sse ts

1. H U A L (H o eg h / Ug land) (1) $216 $45 20 .8% n/a n/a n/a n/a
Roll-on/roll-off, cars N K r 1,573 327

2. M alaysia In t erna tio na l Sh ip p in g $724 $140 19.3% $141 19.5% 7.6% $1,862
Diversified Ringgit 2 . 7 8 8 539 541 7,169

3. Le i f  H o eg h gro u p (1) $ 47 7 $80 16.8% $46 9.6% 4.9% $94 4
Diversified N K r | 3,475 j 583 335

4. W ilh e lmse n L in es (2) $657 $105 16.0% $69 10.5% 8.4% $821
Roll-on/roll-off, container N K r 4 , 7 8 8 763 505 5,983

5 .  W alle n ius $635 $98 15.4% $59 9.3% 6.5% $913
Roll-on/roll-off, cars S K r 4 . 9 3 0 762 457 7,081

6. W ilh . W ilh e lmse n grou p (2) $754 $115 15.3% $91 12.1% 7.9% $1,157
Diversified N K r 5,497 839 660 8,435

7. A t la n t ic C o n t a in e r Lin e $315 $48 15.2% $28 8.9% 10.2% $ 275
Roll-on/roll-off, container S K r H m M 370 216

8. M atson N aviga tion $712 $100 14.0% n/a n/a n/a n/a
Container, cars

9. H o eg h L in e s (1) mmmm $134 $18 13.4% n/a n/a n/a n/a
H  Roll-on/roll-off, container N K r 975 134

10. A n a n g e l- A m erica n Sh ip h o ld in gs $75 $9 12.0% $4 5.3% 0.9% $450
Dry bulk

11. u a s c $ 593 $60 10.1% $51 8.6% n/a n/a
I l l H L C o n t a i n e r ,  breakbulk
12. C P  S h i p s (C a n M ar an d o th ers) $ 1 ,025 $101 9.9% $94 9.2% 10.2% $923

Container C$ 1 , 4 7 6 146 135 1,329
13. Sa f m arin e (3) W K S tK ffK K K k $907 $85 9 .4% n/a n/a n/a n/a

Container, reefer, others R a n d 4,409 413
14. H yun d ai M erch an t M arine $3 ,255 $ 303 9 .3% $9 0.3% 0.3% $2,729

Container, roll-on/roll-off, tanker
15. In t erna tio na l Sh ip h o ld in g  (5)

I B  « s | i i l l - 0«/roll-off. others
$391 $30 7.7% $2 0.5% 0.3% $618

16. W an Hai $713 $50 7 .0% $39 5.5% 7.8% $499
Container N T $ 23,306 1,633 1,280 16333

17. Se a -La n d  Se r v ic e
Container

$3,991 $278 7 .0% $56 1.4% 2.2% $2 ,576

18. A . P. M oller t a n k ers / l in e rs d iv isio n $5,183 $318 6 .1% $181 3.5% 3.8% $4,818
Container, tankers, others D K r 34,983 2,146 1,223 32,523

19. Ev e r g re e n  M arine C o rp . (6)
Container N T $

$ 1 ,415
46 ,257

$77
|

5 .4% $34
1,096

2 .4% n/a n/a
n/a

20 .  Ya n g m in g M arine T ra nsp o r t
Container, tankers N T $

$1 ,007
32,931

$53
1,744

5 .3% $40
1,310

4.0% 3.4% $1,191
38,949
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a very  h igh  opera ting  m arg in  fo r the  com pany  as a w ho le . T his 
w as m ain ly  the resu lt o f  the strong  co n trib u tio n s o f  its tw o  m ain  
d iv isions: H U A L  in the ca r-ca rrie r sec to r and , to  a lesser 
ex ten t, H oegh  L ines in  the m u ltip u rp o se /o p en  ha tch  sector. 
T herefore , H oegh  m anaged  to  ab so rb  th e  d o w n tu rn  in its d ry- 
bu lk  d iv ision  as o ther d iversif ied  sh ipp ing  g roups d id  las t year, 
but it a lso  reached  one o f  the h ighes t p o sitions in the p ro fitab il-
ity ranking.

B ecause co n ta in er sh ipp ing  has p roved  to  be so under- 
rem unera tive  in recen t years , severa l d iv e rsif ied  sh ipp ing  
groups are reduc ing  the ex ten t o f  th e ir exposu re  to , and  
investm ents in th is sector.

In A pril, “K ” L ine announced  that it w ou ld  ex pand  its gas 
carrier, tan k er and  car-ca rrie r ac tiv ities  to  ra ise  the share  o f  
group  revenues genera ted  ou ts ide  lin e r sh ipp ing . T he n o n -lin e r 
sh ipp ing  share is to  rise  from  the cu rren t 50  p e rcen t to  55-to-

60  p ercen t, “K ” L in e  pred ic ted .
N Y K ’s tak eo v e r o f  S how a L ine , an nounced  in  M arch , m ay  

a lso  be seen as an o th e r co rpo ra te  m ove aw ay  from  con ta iner 
sh ipp ing .

“T he (sh ipp ing ) sec to r is in the m idd le  o f  steady  transition  
w h ich  is see ing  a g radua l co m p e titiv e  shakeou t, w ith  the low - 
re tu rn  com pan ies  stead ily  g iv ing  up the ghost and industry  
lead e rs  em erg in g  th ro u g h  a  p ro cess  o f  co n so lid a tio n ,” said 
A n d reas  V erg o ttis , an a ly s t w ith  U .K . s tock  b ro k er SB C  
W arbu rg .

SB C  W arb u rg  b e lieves th a t the w inners  o f  the fu tu re  w ill be 
th e  “m ore  in fo rm a tio n -tech n o lo g y -in ten siv e  com pan ies  tha t 
w ill o pera te  w ith  a sharp  log istics  fo c u s .” A nd  to  ach ieve 
c ritica l m ass b ased  on  IT  cap ab ilitie s , a  sh ipp ing  com pany  w ill 
n eed  to  con tro l a round  200  v esse ls , in s tead  o f  ju s t 10 as w as the 
no rm  in the past, the  stock  b ro k er said. ■

Rank / carrier
Sp e c i a l i z a t io n  (sh ip p in g  se c t o r)

To ta l
r e v e n u es

O PER A T I N G  PR O FIT  
A m o u n t a s % of 

re v e n u es
A m o un t

N ET PR O FIT  
a s % of 

re v e n u es
a s % of 
a sse ts

To ta l
a sse ts

21. M itsui O .S . K . L in es grou p S6.263 $31 1 5.0% $49 0.8% 0.5% $9,596
P E B H p  rsif led Yen 777.896 38,605 6.072 1,190,871
22. Hanjin Sh ip p in g $1,785 $88 4.9% ($26) (1.5%) (0.8%) $3,060

Container, dry bulk, others Won 2.682.583 132,762 (38,626) 4,598,773
23. T ra nsp o r t a c io n  M arit ima M e x ica n a $914 $44 4.8% ($11) (1.2%) (0.8%) $1,312

Container, reefer
24. “ K ” Lin e  grou p $3,971 $190 4.8% $51 1.3% 1.1% $4,496

Diversified Yen 492.847 23,599 6.303 557.892
25. N YK Lin e  g rou p $8,254 $392 4.7% $110 1.3% 1.0% $11,493

Diversified Yen W ,Q24,32§\ 48,592 13.599 1,426,276
26. N ep tune O rien t Lin es / A PL (4) $1,600 $56 3.5% ($178) (11.1%) -3.7% $4,764

Container, tankers, others S$ 2,672 94 (297) 7,956
27. C M B gro u p $1,311 $41 3.1% $57 4.3% n/a n/a

Diversified BFr 47,986 1,497 2,083
28. H a p ag -Llo y d (sh ip p in g d iv isio n) $1,571 $48 3.1% n/a n/a n/a n/a

Container DM 2,780 85 n/a n/a
29. O O IL (p aren t of O O CL) $1,896 $46 2.4% $24 1.3% n/a n/a

Container
30. P& O N edlloyd (7) $3,366 $73 2.2% ($74) -2.2% n/a n/a

Container
31. C M B dry b ulk unit $ 2 3 i | $3 1.3% ($13) -5.6% n/a n/a

Dry bulk BFr 8,480 98 (474)
32. C M A -CG M  (pre lim inary) $1,298 $12 0.9% $11 0.8% n/a n/a

Container FFr 7,700 74 63 n/a
33. Zim Isra e l N av iga t ion $1,415 $7 0.5% ($39) (2.8%) (3.3%) $1,189

Container, breakbulk
34. C ia  Su d  A m erica n a d e V a p o res $933 $3 0.3% $58 6.2% 8.2% $704

Container, reefer, roll-on/roll-off
35. C M B lin er d iv isio n $345 $0 0.0% $15 4.3% n/a n/a

Container BFr 12,641 2 553
36. W estern B u lk  Sh ip p in g $210 ($7) (3.3%) ($20) (9.5%) (13.2%) ($152)

Dry bulk NKr 1,530 (53) (149) 1,111

N o tes: The ranking includes diversified shipping companies, dry bulk, container, Lighter Aboard Ship (LASH), roll on-roll off and car-carrier 
shipping companies which disclose their financial results. Companies involved primarily in tanker and gas carrier shipping are not included here.
(1) The Leif Hoegh group owns 100 percent of Hoegh Lines and 50 percent of HUAL.
(2) Wilhelmsen Lines is part of the Wihl. W ilhelmsen group.
(3) Safmarine owns 75 percent of SafBank and of Safmarine and CMBT Lines.
(4) Neptune Orient Lines includes APL since November 1997.
(5) International Shipholding operates as Waterman, Central Gulf and Forest Lines.
(6) The figures shown for Evergreen are those of the listed arm Evergreen Marine Corp., not group figures.
(7) P&O Containers and Nedlloyd Lines merged in January 1997. The figures shown for 1997 exclude the former interest held in Dutch terminal 
operator ECT but the net profit for the year takes into account one-off merger costs.
The latest figures shown for Yangming and Safmarine shown under the column 1997 are for their fiscal year 1996/1997, ended June 30,1997. 
The latest figures for NYK, MOL and “K” Line shown under the column 1997 are for their fiscal year 1996/1997, ended March 31, 1997. 
The figures shown for A. P. Moller are those of its “Tankers and Liners in Partnership” ; A. P. Moller includes Maersk Line.
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Container carriers’ margins disappear
Red ink spreads among carriers, though volumes remain buoyant.

B y  P h i l i p  D a m a s

F or con ta iner sh ipp ing  lines, 1997 w as a  g rea t y ear fo r 
vo lum e g row th , bu t ano ther aw ful one fo r p ro fits —  or 
w h a t’s le ft o f  them .

American Shipper’s annual in ternational survey  on p ro fit-
ab ility  in  con ta iner sh ipp ing  show s tha t financia l resu lts  an -
nounced  fo r ca lendar y ear 1997 w ere even  w orse  than  in  the 
prev ious year.

D uring 1997, red  ink  spread  to  abou t one th ird  o f  m ajo r 
carriers, w hile  m ost o f  the o thers he ld  on  to  tiny  operating  
m arg ins. H anjin  Shipping, T ransportac ion  M aritim aM ex icana , 
N ep tune O rien t L ines, P& O  N ed lloyd , Z im  Israel N av igation  
and C om pagn ie  M aritim e d ’A ffre tem en t all in cu rred  n e t d efi-
cits. In  the case o f  N O L  and  P & O  N ed lloyd , these  losses w ere 
largely  d riven  by  one-tim e m erger 
costs. In  the case o f  K orea’s H anjin, 
the b lam e lies on cu rrency  ex -
change losses.

E ven  m igh ty  E verg reen  M arine 
C o rp ., reg a rd ed  as one  o f  the 
w o rld ’s low est-cost operators, saw  
its operating  p ro fit fall by 56 p e r-
cen t las t year, to $77 m illion .

L iner carriers w hich produced  
strong p ro fit m arg ins in  1997 are 
the excep tions. T hey  are A tlan tic  
C on ta iner L ine, M atson  N av iga-
tion , U n ited  A rab  S h ipping  and  
C P  S h ip s , fo u r c a rr ie rs  w h ich  
ranked  am ong the m ost p ro fitab le  
carriers in p rev ious surveys. T hese 
carriers are ou tperfo rm ing  w hat can  o therw ise  be described  as 
a  business w ith  d isappearing  m argins.

T he average  n e t p ro fit m arg in  o f  n ine  m a jo r opera to rs n a r-
row ed  to  a  m eager 0.1 percen t o f  to ta l revenues last year, 
com pared  to  2 .8  percen t in 1996 (see T ab le  2). T he conclusion  
has to  be: A s an industry , con ta iner sh ipp ing  now  m akes no 
m oney  at all.

Trends. T he w orldw ide  volum e o f  con ta inerized  trade rose 
last year by  abou t 8 percen t, bu t th is w as cance led  in  U .S. do lla r 
term s by  the fall in  un it rates.

“Sea-L and  offse t m uch  o f  the im pact o f  low er rates th rough  
stringen t cost con tro l and  h ig h er v o lu m es,” said  John  Snow , 
chairm an  and  ch ie f execu tive  o ffice r o f  C S X  C orp. “In  1997, 
the com pany  hand led  1.65 m illion  loads, up 7 percen t from  
1996’s level, bu t the average  rate it rece ived  fo r sh ipp ing  a 
con ta iner fell 8 p e rcen t.”
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F o r S ea-L and  and  all the o th er sh ipp ing  lines caugh t in  th is 
h ig h e r v o lum e/low er ra tes situation , th is m ean t m ore  w ork  fo r 
the sam e to ta l revenues, and  fo r lo w er profits .

R esearch  by Am erican Shipper on p ric ing  trends indicates 
tha t co n ta in er fre igh t ra tes declined  by abou t 9 p e rcen t las t year, 
averag ing  ou t the ac tiv ities o f  m ajo r carriers in all trades. 
Sh ippers benefited  from  last y e a r’s ra te  cu ts in  all m a jo r trades, 
a  trend  th a t w as reversed  on ly  partia lly  in  the trades from  A sia, 
du ring  the first h a lf  o f  th is year.

L ast year, con tinued  o vercapacity  p ressu res and  heigh tened  
com petition  led  to  a fall in  average  ra tes p e r T E U  to  about 
$ 1,270, com pared  to $ 1,330 in 1996. R ate  e rosion  happened  in  
a ll m a jo r trades —  the P acific , A sia /E urope, transatlan tic  and

L atin  A m erica.
Sea-L and said rates in m ost 

m ajo rtrad e  lanes have eroded 
significantly  over the past tw o 
years due to  excess capacity .

O O C L  said  tha t its aver-
age  revenue p e r T E U , on  all 
ou tbound  cargoes from  N orth 
A m erica , show ed  a  6 percen t 
decline  in 1997 com pared  to
1996.

“L iftings on the eastbound  
A sia /N o rth  A m erica  W est 
C oast serv ices increased  by 
5 p ercen t due to g row th  in 
A sian  expo rt trade, bu t the 
g ross revenue fo r th is sec to r 

... decreased  by  7 percen t because  o fk e e n  co m petition ,” O O C L  
said. “O n the w estbound  leg  o f  the A sia /no rthern  E urope 
serv ice, the situa tion  w as the sam e.”

R eductions in  un it ra tes had  the e ffec t o f  reducing  the total 
revenues (invo ic ings) o f  all bu t a  few  carriers. T he on ly  carriers 
w ho m anaged  to  ra ise  th e ir to ta l revenues las t year, in  a con tex t 
o f  declin ing  ra tes, w ere  those  carriers w ho  expanded  their 
m arket shares (like H yundai and  H apag-L loyd) and  those w ho 
took  over fo rm er com petito rs (like N O L , C P  Ships, F ra n c e ’s 
C om pagn ie  M aritim e d ’A ffre tem en t and  M ex ico ’s T M M ).

In  1997, the C P  S hips group  increased  to ta l revenues by  32 
percen t, to  C $1.48 b illion  (U S$1.03 billion). T he g ro u p ’s total 
con ta iner traffic  soared  by 40  percen t, to  671 ,000  T E U s, fo l-
low ing  the takeover o f  L ykes in Ju ly  1997 and  o f  C ontsh ip  
C on ta inerlines in  S ep tem ber. A  string  o f  acqu isitions have  pu t 
the C P  S hips group  on  course  to  have an  annual vo lum e o f  m ore 
than  1 m illion  T E U s this year.

“The combined effects o f substantial 
new capacity being delivered in 1996 

through 1998 and efficiency gains 
by the restructured alliances have, 

as expected, placed great pressure on 
freight rates, driving down profit levels 
despite an increase in volume carried

C .  C .  T u n g
chairman and CEO,
Orient Overseas (International) Ltd.
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Cost Reductions. S everal carriers, such as P & O  N edlloyd  
and H apag-L loyd , reduced  opera ting  costs enough  to pro tec t, 
and even im prove, the ir operating  m argins.

“P& O  N ed lloyd  ... is now  opera ting  as a single, fu lly  in te-
g rated  business,” said  L o rd  Jeffrey  S terling , execu tive  ch a ir-
m an o f  the P& O  group  and jo in t cha irm an  o f  P & O  N ed lloyd  
C on ta iner L ine. “R ates cam e dow n during  1997, bu t by the end 
o f  the year cost sav ings o f  $200 m illion  on  an annualized  basis 
had been ach ieved .”

P& O  N ed lloyd  repo rted  a  loss a fter non recurring  m erger 
costs fo r 1997, its first year o f  operation  since the m erger 
betw een  P& O  C onta iner and  N ed lloyd  L ines. A  spokesm an  fo r 
the P& O  group said  reo rgan iza tion  costs w ou ld  be m in im al this 
year and the group  is hop ing  tha t its con ta iner-sh ipp ing  arm  w ill 
post a  net p rofit fo r 1998.

H apag-L loyd  increased  its opera ting  p ro fits  on  lin e r sh ipp ing  
last year. It a ttribu ted  the im provem ent to  vo lum e increases, a 
reduction  in un it costs and the favo rab le  U .S. d o llar/D eu tsche  
m ark exchange rate. T hese factors m ore  th an  o ffse t a  con tinu ing  
fall in freight rates.

B ut the overall p ictu re  is th a t carriers genera lly  suffered  a net

fall in  opera ting  p ro fits  las t year, and  an even  steeper fall in  net 
p ro fits  (see T ab le  2).

O O C L  reported  that it m anaged to cut its average cost per TEU  
by  9.6 percen t as a resu lt o f  “close m onitoring o f  cost item s and the 
benefits o f  econom ies o f  scale associated  w ith  the alliances.” 
N evertheless, its operating  p rofit decreased  last year.

S ea-L and  said that the financia l benefits it derives from  its 
a lliance  w ith  M aersk  am oun ted  to  ab o u t $78 m illion  last year. 
Its opera ting  incom e, though , a lso  declined . Sea-L and  expects 
the a lliance  to  genera te  g rea te r financia l sav ings in  1998.

M aersk  d id  not d isc lose  the ex ten t o f  sav ings it ach ieved  
th rough  the a lliance , n o r its exac t p ro fit results .

“ C om petition  in in ternational co n ta in er transport in tensified  
considerab ly , especia lly  in  the m ajo r trades betw een  E urope, 
N orth  A m erica  and  the  F a r E as t,” a  spokesm an  fo r M aersk  L ine 
said. “T h is ca lled  fo r enhanced  e ffic iency  d rives and  continued 
cost cu ttin g .”

P aradox ica lly , several carriers be lieve  th a t a lliances have, so 
far, fue led  the dow nw ard  sp ira l in  fre ig h t ra tes, ra th e r than 
h e lped  res to re  sh ipp ing  lin es ' profits .

“ T he com bined  effec ts o f  substan tia l new  capacity  being

TABLE NO. 2 Container shipping lines’ results 1996-1997
All figures are in million U.S. dollars//n million local currency where specified

C A R R IER
T O T A L R E V E N U ES  

1997 % c h g  1996
O PER A T I N G  PR O FIT

1997 % c h g  1996 1997
'JET PR O FIT  

% c h g  1996

Ev erg re e n M arine C o rp . (1)
NT$

$1,415
46,257

(15%) $1,668 
45,858

$77
2,512

(56%) $177
4,878

$34
1,096

(71%) $117
3,219

Se a -La n d  Se r v ic e $3,991 (1%) $4,051 $278 (13%) $318 $56 (33%) $84

Hanjin Sh ip p in g

Won
$1,785

2,682,583

(27%) $2,432
2.051,691

$88
132,762

(46%) $162
136,639

($26)
-38,626

(336%) $11
8,985

H yun d ai M erch an t M arine $3,255 29% $2,533 $303 71% $177 $9 (61%) $23
Zim Israe l N av iga t ion $1,415 0% % 4 :5 $7 (50%) $14 ($39) (144%) ($16)
Ya n g m in g M arine T ra nsp o r t

NT$
$1,007
32,931

(13%) $1,155
31,755

$53
1,744

(50%) $106
2,906

$40
1,310

(38%) $65
1,792

N OL/ A PL (2)

S$

$1,600
2,672

16% $1,377
1,928

$56
94

(43%) $99
138

($178)
-297

(1,287%) $15
21

O O IL (p aren t of O O CL) $1,896 1% $1,882 $46 (54%) $100 $24 (77%) $106

C P S h i p s (3)
C$

$1,025
1,476

26% $813
1,114

$101
146

25% $81
111

$94
135

24% $76
104

P& O N edlloy d (4) $3,366 (7%) $3,610 $73 284% $19 ($74) n/a n/a

H a p a g-Llo y d sh ip p in g  d iv isio n
DM

$1,571
2,780

3% $1,526
2,380

$48
85

55% $31
48

n/a
n/a

n/a n/a
n/a

To ta l of 11 m ajor c a rr ie rs 
To ta l of 9 m ajor c a rr ie rs
(excluding Hapag and P&O Nedll

$22,326
$17,389

)

(1%)
0%

$22,462
$17,326

$1,130
$1,009

(12%)
(18%)

$1,284
$1,234

n/a
$14

n/a
(97%)

n/a
$481

A v era g e f in a n c i a l ra t ios for 9 m ajor c o n t a in e r c a rr ie rs
1997 1996

A v era g e o p era t in g profi t a s % of re v e n u es 
A v era g e net profi t a s % of r e v e n u es

5.8%
0.1%

7.1%
2.8%

N o tes: operating profit is profit before financial items and before exceptional items;
(1) The figures shown for Evergreen are those of the listed arm Evergreen Marine Corp., not group figures.
(2) NOL includes APL’s activities since November 1997.
(3) CP Ships includes Lykes Lines since July 1997 and Contship Containerlines since September 1997.
(4) The figures of P&O Nedlloyd for 1996 are pro forma, as the group merged in January 1997.
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delivered in 1996 through 1998 and efficiency gains by  the 
restructured alliances have, as expected, p laced great p ressure on 
freight rates, driving dow n profit levels despite an increase in 
volum e carried,” said C. C. T ung, chairm an and ch ie f executive 
o f  O rient O verseas (International) L td., the paren t o f  OO CL.

M ergers and  the euphem istica lly  ca lled  “ industry  co n so lid a -
tion” are the la test m ethods advocated  by  som e carriers to  boost 
sh ipp ing  lin e s ’ p rofits resu lts and  serv ice  netw orks. P & O  
N ed lloyd  and  N O L -A P L  have p ledged  tha t th e ir m ega-m ergers 
w ill resu lt in m ega-reductions in  costs. B o th  have  y e t to  de liver 
net p rofits fo llow ing  the ir m ergers.

Rate Prospects. “ It’s a m ixed p icture,” said Per M oller, 
senior vice president o f A. P. M oller, the paren t com pany o f  
M aersk, com m enting on prospects for 1998. “In som e trades, you 
will see decreases in rates; in 
others, you w ill see stabilized 
rates.”

In  the transpacific , though , 
the $300 ra te  increase per FEU  
in troduced  in  M ay by th e  co n -
ference  lines and independents 
w as a real increase in  price , no t 
ju s t a  “ stab iliza tion .” A pplied  
to  the annual eastbound  traffic 
vo lum e o f  m ore than  2 m illion  FE U s, the ra te  h ike  w ill rep resen t 
a co llec tive  tran sfe r o f  revenues, from  sh ippers to  carriers, o f  
around  $600 m illion  a year.

It appears tha t the trend  tow ard  low er and  low er fre ig h t rates 
has e ither stopped  o r w eakened , w ith  several carriers now  
talk ing  abou t a re tu rn  to  ra te  stability .

T his v iew  is no t shared  by  every  industry  p layer.
“ D espite  trade g row th , som e fre igh t ra te  e rosion  from  in -

creased  com petition  is expected  in m ost trades, inc lud ing  in  the 
N orth  A tlan tic ,” a spokesm an  fo r C P  S hips said.

T he transatlan tic  has w itnessed  a dow nw ard  trend  in  fre igh t 
rates in  recen t m onths, caused  partly  by the en try  in  th is m arket 
o f  A PL  and M itsui O .S .K . L ines.

A C L  said  tha t co n ta in er fre igh t ra tes have  fa llen  during  the 
first quarter o f  th is year. A C L  cited  “a reduced  currency  
ad justm ent f a c to r ... and  the effec ts  o f  increased  co m p etitio n .” 
B y contrast, A C L ’s fre igh t ra tes on  ro ll-o n /ro ll-o ff cargoes and 
cars “rem ained  reasonab ly  stab le .”

R ates have  increased  in  A s ia ’s con ta inerized  trades to  N orth  
A m erican  and  E urope, bu t p rice  rises w ill no t happen  in  every  
trade.

In  D ecem ber, M atson  announced  tha t it w ou ld  d efer an 
across-the-board  increase in  its H aw aii ra tes “ in recogn ition  o f  
the w eak  econom ic  cond itions in  H aw aii.”

In  recen t m onths, though , m uch  w eaker cond itions have 
underm ined  trade in  ano ther p art o f  the w orld : A sia.

“T his w as a  tough  quarte r,” said  Snow , o f  C SX , as he 
announced  low er firs t-quarte r pro fits  fo r Sea-L and . Snow  said  
that “d is locations in  A sian  econom ies” have d isrup ted  Sea- 
L a n d ’s cargo  patterns in the region.

In tra-A sian  carriers are particu larly  exposed  to  these adverse 
developm ents . A cco rd ing  to  a Japanese  carrier, in tra-A sian  
trades have  suffered  grea tly  from  low  rates, and  m any  sm all 
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carriers are m ak ing  huge losses. W h a t’s le ft o f  A s ia ’s in tra- 
reg ional trade m ust now  b ear h igher fre igh t ra tes and  costly  
eq u ip m en t reposition ing  costs.

“The A sian crisis has led to  dram atically  reduced volum es in 
one direction  and to  price decreases,” said  G unther C asjens, CEO  
o f  H apag-L loyd C ontainer L ine. H ow ever, he stressed that rates 
have increased in the o ther direction, nam ely  in  the outbound 
trades from  A sia to N orth A m erica, E urope and other m arkets.

“W e are  expec ting  an im provem en t in  the situa tion  in  the 
second  h a lf  (o f 1998),” he added.

C asjens said  th a t the shortfa ll in  its p ro fits  cau sed  by  the 
A sian  crisis w as in excess o f  D M  10 m illion  ($6 m illion ) during  
the firs t qu a rte r o f  the  year.

T he w orsening o f  the im balance in  A sian  traffic flow s has also 
cost P& O  N edlloyd about $10 m illion during the first quarter o f

this year, the com pany  said. 
A cross the container-shipping in-
dustry, the reduction in A sian 
inbound volum es and revenues 
and the increase in container re-
positioning expenses is likely to 
cost shipping lines m ore than 
$100 m illion this year.

F o r carriers, though , there is 
one b rig h t spo t on  the horizon: 

T he p rospect o f  m uch  less overtonnag ing . A  fee ling  o f  m ild  
op tim ism  has spread , as o vercapacity  is fo recast to  reduce 
m arked ly  the end  o f  this y ear o r m id -1999.

“M ark e t cond itions w ill con tinue  to  be  challeng ing  in 1998, 
bu t the overa ll ba lance  o f  new  ships com pared  to  g row th  in 
con ta inerized  trade should  im prove in the second  h a lf  o f  the 
y ear and  m ore  sign ifican tly  in 1999,” said  P & O  N ed llo y d ’s 
S terling .

“T he industry  is approach ing  the end  o f  a th ree-year cyclical 
dow nturn , caused  n o t by dem and , w hich  has been  robust 
th roughou t, bu t by flee t ex p an sio n ,” said  N atW est M arkets, the 
L o n d o n -b ased  stock  analyst, in a  recen t rep o rt on con ta iner 
sh ipping. “W e believe  a  susta inab le  upturn  w ill becom e v is-
ib le, no tw ith stand ing  the p rob lem s in A sia , by the second  h a lf  
o f  1998.”

N atW est M arkets c ited  a  gradual im provem ent in the supply  
and  dem and  balance  (m ean ing  less overcapacity ), benefits 
from  the opera tion  o f  g lobal a lliances, and  from  industry  
conso lida tion  th rough  carrier m ergers and  takeovers (m eaning  
scale  econom ies).

C on ta inersh ip  opera to rs are now  fac ing  th ree m ajo r p rob -
lem s:

•  H ow  long the A sian  co llapse  in trade vo lum es w ill last.
•  H ow  to  abso rb  (o r pass on to  sh ippers) the added  eq u ip -

m en t im balance  cost from  A sia.
•  H ow  to  m ake up fo r the acu te  E l N ino -re la ted  d raft 

restric tions in the Panam a C anal.
T o  an ou tsider, it looks as if  co n ta in er sh ipp ing  is alw ays 

fac ing  one crisis  a fter another. B u t an op tim istic  ca rrie r w ou ld  
say  tha t, if  these  p rob lem s end  soon , and  g iven  the p ro spec t o f  
reduced  overcapacity , there  is a  strong  like lihood  tha t carrier 
p ro fits w ill fina lly  start to  rebound  by  the end  o f  the year. T hat ’ s 
assum ing  ano ther crisis does no t crop up. ■

“We believe a sustainable upturn 
will become visible, notwithstanding 

the problems in Asia, by the second half 
o f1998”

NatWest Markets
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Dry bulk shipping sector hits crisis
D ry-bulk shipping com panies’ rates collapsed in 1997  

and hopes o f  recovery were subdued by the Asian crisis.

B y  P h i l i p  D a m a s

F inancial resu lts fo r d ry -bu lk  sh ipp ing  opera to rs d iv ed  in  
1997, bu t the dow n tu rn  in  the d ry -bu lk  m arket has g iven  
sh ippers and  charterers access to  b arga in  prices.

The B altic F re igh t Index , the p ric ing  gauge o f  the d ry-bu lk  
shipping industry , declined  to  1,231 a t th e  end  o f  1997, as 
com pared  to  1,513 at the beg inn ing  o f  last year. In  early  1998, 
the index co llapsed  to  a  10-year low  o f  998.

“T he deep  recessions that had  been  typ ica l o f  the 1970s/ 
1980s appear to  have  tem porarily  re tu rn ed  to  the d ry -bu lk  
m arket,” said  C larkson  R esearch  S tud ies, the research  arm  o f  
U .K . sh ipbroker C larkson , in  a recen t report. “ It has d escended  
into a deep  trough , shattering  the pattern  o f  m in i-boom s that had  
characterized  the bu lk  m arkets fo r m ost o f  the 1990 ’s .”

C larkson  w arned  th a t there  is “ little  room  fo r short-term  
op tim ism ” fo r d ry -bu lk  operators.

“ 1997 w as a poo r y ear fo r the d ry  cargo  m ark e t,” said  Pal 
C aspersen , chairm an  o f  N o rw ay ’s W este rn  B u lk  Shipping.

W estern  B ulk , one o f  the w o rld ’s la rgest sh ipp ing  opera to rs 
o f  handysize /handym ax  d ry -bu lk  carriers (sh ips in the 10,000 
to  50 ,000-ton  deadw eigh t range), w as h it particu larly  hard  by 
the fall in ra tes fo r sm aller bu lk  carriers.

“A lthough  g row th  in  d em and  w as satisfac to ry  —  abou t 4  
percen t —  the increase  in  the size o f  the flee t had  the e ffec t o f  
reducing  the average  ra te  fo r handysize /handym ax  vesse ls to 
approxim ately  $8,400  per day , about 5 percen t less than  in
1996,” a spokesm an fo r W este rn  B u lk  said.

T he com pany  saw  its opera ting  resu lt sw ing  from  a p ro fit o f  
N K r9 m illion  in 1996 to  a  loss o f  N K r52  m illion  ($7 m illion ) in
1997. In  1995, one o f  the best years on  reco rd  fo r d ry  bu lk  
operators, the N orw eg ian  group  had  posted  an  opera ting  p ro fit 
o f  N K r77 m illion.

W estern  B ulk G roup  con tro ls W estern  B ulk S h ipp ing  and  
W estern  B ulk C arriers and has a  flee t o f  abou t 70 d ry -bu lk  
carriers.

A nangel-A m erican Shipholdings, the G reek dry-bulk  opera-
tor, also reported a  sharp fall in profits. O perating profit for 
calendar 1997 w as $9 m illion, on revenues o f  $75 m illion, 
com pared to  a $26 m illion profit and $100 m illion  in revenue in 
the previous financial year, ended  June 30, 1996.

But the com pany still rates highly in term s o f profitability, 
com pared to others in  the dry-bulk  sector (see Table 1, page 58).

John  A ngelicoussis , chairm an  o f  A nangel-A m erican , said  
that last y e a r’s boom  in steel p ro duc tion  “caused  a  s treng then -
ing o f  C apesize rates until nearly  the end  o f  the y ea r.” B ut he 
cited  negative factors: th e  flood ing  o f  the M ississipp i R iver, the 
im pact o f  E l N ino , the econom ic  s low -dow n in  Japan  and  the

financia l co llap se  o f  S ou theas t A sia.
T hese  fac to rs “had  an  adverse  e ffec t on  the fre igh t m arkets, 

especia lly  those  fo r P anam axes and  sm aller vessels w hich  tend  
to  trade m ore in  g ra ins and  in m in o r bulk  com m odities ,” 
A ngelicoussis said.

O th e r opera to rs o f  d ry -bu lk  ships repo rted  a  de terio ra tion  in 
th e ir financia l resu lts fo r 1997.

C om pagn ie  M aritim e B eige, the d iversif ied  B elg ian  sh ip-
p ing  group , saw  its d ry -bu lk  sh ipp ing  resu lts  fall by  three 
quarters las t year. T he opera ting  p ro fit o f  B ocim ar, the d ry-bulk  
arm  o f  the g roup , d ropped  to  B Fr98  m illio n  ($3 m illion) in 
1997, from  B Fr418 m illion  in the p rev ious year. B o c im ar’s 
vesse ls  are m ain ly  in  the la rg e r dead w eig h t ranges, nam ely  
P anam ax  (50 ,000-80 ,000-ton  deadw eigh t) and  C ape S ize (m ore 
than  100,000-ton deadw eigh t).

N ew  Y ork -based  O verseas S h ipho ld ing  G roup  Inc., the 
tanker and  d ry -bu lk  sh ipp ing  opera to r, is p lann ing  to  d ispose o f 
m o s t o f  its d ry -bu lk  fleet.

“In  1997, ra tes in the in te rna tiona l d ry -bu lk  m arkets re -
m ained  unsatisfac to ry , desp ite  som e recovery  from  the low 
levels o f  the second  h a lf  o f  1996,” O verseas Shipho ld ing  said 
in  its 1997 annual report.

T he com pany , w hose d ry-bu lk  flee t is geared  tow ard  C apesize 
and  P anam ax  vesse ls , said  th a t the C apesize  sector saw  som e 
im provem en t la s t year, thanks to  increases in seaborne trade o f 
iron  o re  and  cok ing  coal. B u t th e  P anam ax  m arke t w as “faced 
w ith  substan tia l new bu ild ing  deliveries and  exposed  to the 
uncerta in ties o f  the g rain  m ark e ts .” In particu lar, U .S. grain  
expo rts  dec lined  last year, the com pany  said.

O verseas S h ipho ld ing  w ill sell its 10 o ld er and  less com peti-
tive  dry  cargo  vesse ls th is y ea r and  w ill focus on the m ore 
rem unera tive  tan k e r sector.

A. P. M oller, the diversified  D anish  shipping group, said that its 
bulk  shipping results w orsened  last year. A s usual, the com pany 
did  no t disclose exact profit results fo r its dry-bulk division.

Asian Im pact. “D uring  the la tte r part o f  1997, there w ere 
expec ta tions tha t the m arke t m igh t im prove, bu t the crisis in 
S ou theas t A sia  resu lted  in a  considerab le  reduc tion  in the 
g row th  in d em and  fo r transport serv ices in the m arket during the 
final fo u r m on ths o f  the year,” W estern  B ulk  said.

A sia , inc lud ing  Japan , is said  to  accoun t fo r m ore than  60 
p ercen t o f  the w o rld ’s im ports o f  bu lk  com m odities.

“S ince th is crisis  has had  an  im pact on the m ajo r im porting 
coun tries, it is o u r b e lie f  tha t it w ill have  a sign ifican t negative 
im pac t on  the dem and  fo r b u lk  goods in  1998,” a  W estern  B ulk
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spokesm an said. “A fte r a  decade o f  increases in  im ports  to  A sia  
o f  over 8 percen t p e r annum , the expec ta tion  is th a t there  w ill 
be  zero  g row th  in  1998.”

W ith in  the to ta l d ry -bu lk  m arket, W este rn  B u lk  p red ic ts a  2- 
p ercen t fall in “m in o r b u lk s” th is year, and  a m odest 2 -percen t 
rise  in grain  volum es.

A . P. M oller said  tha t dem and  fo r d ry -bu lk  carriers has 
reduced , fo llow ing  the econom ic  crisis in  A sia.

Ja p a n ’s exports o f  steel p roducts to  ne ighbo ring  A sian  m ar-
kets have  reported ly  fa llen  hard  fo llow ing  the start o f  the A sian  
crisis. Shipp ing  vo lum es o f  g rain  and steam  coal to A sia  have 
declined , too.

T he th ree Japanese sh ipp ing  g roups, N Y K , M itsu i O .S .K . 
L ines and  “K ” L ine, are all invo lved  in  the d ry -bu lk  (o r tram p) 
sh ipp ing  sector. T hey  reported  “b ea rish ” o r “ s lugg ish” trends in  
A sian  bulk shipping in recent m onths.

“In  the tram p business, because  o f  the A sian  econom ic  crisis , 
transport vo lum e o f  raw  m ateria ls  bound  fo r A sian  coun tries 
declined  and  the fre igh t m arket w as a lso  d ep ressed ,” M itsui 
O .S .K . said. “T o  cope w ith  such  un favo rab le  m arke t co n d i-
tions, the com pany  tried  m ore  e ffic ien t vesse l opera tions, b u t it 
cou ld  no t escape  being  affec ted  by the im pact o f  m arket 
cond itions ,” it added.

“The financial crisis in the F ar E ast hit the shipping m arkets 
hard, first in the H andysize sector and then in the Panam ax sector,” 
a  spokesm an for C om pagnie M aritim e B eige said. “ 1998 w ill be 
a  difficult y e a r .. .  It is expected that the freight m arkets w ill rem ain 
volatile until the re-established financial stability in the Far E ast 
w ill attract new  investors,” the com pany said.

Fo llow ing  last y e a r’s d ifficu lt m arke t fo r d ry -bu lk  shipp ing  
operators and  the com pounded  prob lem s b rough t by  the A sian  
crisis , p rospects o f  a  recovery  in  the d ry -bu lk  sec to r seem  
rem ote. A ccord ing  to  industry  sources, the supp ly /dem and  
balance in dry  bu lk  sh ipp ing  is set to  tilt even  m ore  against 
sh ipp ing  com pan ies this year.

C om pared  to  no  g row th  on the dem and  side p red ic ted  fo r the 
1998, the supply  o f  d ry -bu lk  carrie r tonnage is expec ted  to 
increase by 2 p ercen t th is year, n e t o f  scrapped  tonnage.

In the long  term , A n angel-A m erican  fo recast tha t the supply  
and  dem and  balance  w ill im prove and  ow ners o f  o lder substan -
d ard  tonnage w ill send  the ir ships to  the scrapyard .

“T he econom ies o f  the F a r E ast (especia lly  K orea) have  the 
underly ing  res ilience  to  em erge  from  th e ir d o w n tu rn  th rough  
h ard  w ork, im ag ination  and increasing  levels o f  com petitive  
ex p o rt p ro g ram s,” A nangel-A m erican  said.

A cco rd ing  to  the N orw eg ian  group  L e if  H oegh , seaborne 
trade  in  iron  ore, m eta llu rg ica l coal and  steam  coal “is no t 
expec ted  to  grow  m uch  in 1998.” B y con trast, good  crops in the 
U .S. th is y ear w ill lead  to  an increase  in g rain  exports o f  m ore 
than  5 percen t, the group  p red icted .

A ndreas V ergo ttis , sh ipp ing  ana ly s t w ith  the U .K . stock 
b roker SB C  W arbu rg , is op tim istic  abou t d ry -bu lk  sh ipping 
operato rs. “C on ta iner and  bu lk  carrie r p rices and  fre igh t rates 
are so low  that they  canno t get any lo w er,” he  said. “T he nex t 
cyclica l sec to r m oves is up fo r con ta iners and  bu lkers —  faster 
than  m o s t peop le  th in k ,” h e  added.

T he b u lk  sh ipp ing  industry  is h igh ly  com petitive  and  frag -
m en ted , w ith  no  one sh ipp ing  g ro up  ow ning  m ore  than  2 
percen t o f  the w orld  fleet. B ut the fu ture o f  the d ry -bu lk  industry  
m ay  be  affec ted  by  m ergers and  jo in t ventures.

T he C h inese  steel p ro d u cer S hougang  and  P & O  B ulk  S hip-
p ing , ow ned  by  the B ritish  group  P & O , have  recen tly  set up a 
b u lk -sh ipp ing  jo in t venture.

N am ed  A B C , the S ino-B ritish  ven tu re  is based  in H ong  K ong 
and  has a m an ag em en t b oard  o f  execu tives from  bo th  com pa-
nies. P & O  said  th a t the jo in t ven tu re  w ill have  “the w o rld ’s 
b ig g est independen t flee t o f  C apesize  d ry -bu lk  carriers .”

In Japan , N Y K  is set to  finalize  a  takeover o f  S how a Line, 
announced  in M arch . H av ing  already  tran sfe rred  its con ta iner 
sh ipp ing  ac tiv ities to  N Y K  in  1988, S h o w a’s rem ain ing  bulk, 
tanker and  o th er sh ipp ing  activ ities w ill now  be tran sfe rred  into 
the N Y K  group.

Show a opera tes 92 vessels fo r a  to ta l tonnage o f  7 m illion  
deadw eigh t. B efo re  the takeover, N Y K  opera ted  425 ships w ith 
19 m illion  tons o f  deadw eigh t and  w as already  one o f  the largest 
sh ipp ing  com pan ies in  the w orld . ■

Profits roll in for ro/ro
Roll-on!roll-off operators are enjoying a boom in the vehicle 

transportation business and record financia l results.

I t is no  co incidence  tha t sh ipp ing  com pan ies specia liz ing  in 
ro ll-o n /ro ll-o ff transporta tion  o f  veh ic les ranked  at the top 
o f  American Sh ipper’s p ro fitab ility  survey  fo r 1997 (see 

T able  1, page 58).
T he m arket has w itnessed  a  strong  d em and  fo r ro /ro  tonnage, 

w hile shortage  o f  capacity  fo r vesse ls o f  this type  has increased  
ra tes and  guaran teed  vessel em ploym ent.

E ach o f  the three Scandinavian ro/ro specialists —  L e if H oegh 
group, W ilhelm sen L ines and W allenius —  raked in operating 
profits o f  about $100 m illion last year. These profits w ere, in all

three cases, considerably h igher than the previous year.
H U A L , fo rm erly  know n as H oegh -U g land  A uto -L iners, 

reported  an  opera ting  m arg in  as a percen tage  o f  to ta l revenues 
o f  m ore than  20 percen t. It po sted  its best resu lts  since H oegh  
started  its coopera tion  w ith  U g land  in 1971, bo th  in  term s o f  
earn ings per vessel and  in total.

“C argo  availab ility  in  m ost o f  H U A L ’s trades w as good  and 
the 1997 tran spo rta tion  vo lum e o f  915 ,000  car eq u iva len t units 
rep resen ta ted  a  new  reco rd ,” said  a spokesm an  fo r the L e if  
H oegh  group.
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“The m arket situation for vehicle transportation w as character-
ized by significantly increasing dem and fo r transportation  ser-
vices and a  shortage o f  capacity ,” C hrister O lsson, presiden t o f 
W allenius, said o f  the com pany’s perform ance during 1997. “I 
expect this m arket situation to continue into 1998.”

W allen ius said  tha t its vessel capacity  u tiliza tion  w as “ex -
trem ely  h ig h ” last year.

A ccord ing  to  W allen ius, g lobal d em and  fo r ocean  tran sp o r-
ta tion  o f  veh icles soared  by  15 p ercen t last year, to 7.5 m illion  
units.

W a llen iu s’ ow n  traffic  v o l-
um e increased  by  22 percen t, to
1 ,1 6 6 ,0 0 0  v e h ic le s ,  as th e  
S w edish  com pany increased  its 
m arket share.

A fter m any years o f  d ec lin -
ing volum es from  Japan  to  the 
W est, caused  by the trend  to -
w ard car m anu fac tu ring  tran s-
p lan ts, ca r-carrie r opera to rs  are  now  w itnessing  th e  open ing  o f  
m any new  m arkets fo r veh ic le  tran sp o rta tio n , particu la rly  in 
the develop ing  w orld .

No Asian Crisis? T he ca r-ca rrie r m arke t has b een  ab le  to 
w ithstand  the A sian  crisis  b e tte r  th an  o th e r sec to rs o f  the 
shipp ing  industry .

B ut th is is only  because  g row th  o u ts ide , o r from  A sia , has 
m ore than  co m pensa ted  fo r w eak  im ports in to  A sia.

“In 1997, the A sian  v eh ic le  m arke t, ex c lud ing  Japan , fe ll by 
m ore than  7 percen t, due  to  a  d ec lin e  tow ards the en d  o f  the 
year,” a spokesm an  fo r W allen iu s said.

Som ew hat paradox ically , Japanese  veh ic le  exports increased  
last y ear fo r the firs t tim e  in  m ore  th an  10 years and  K orean  
exports rose  by  10 percen t, acco rd ing  to  the S w ed ish  car- 
ca rrie r co m p an y ’s data.

“T he to ta l w est E u ro p ean  m ark e t exp an d ed  .. .  S ales o f  
im ported  Japanese  veh ic les in c reased  sig n ifican tly , w hereas, 
in S ou theast A sia , E u ropean  m an u fac tu re rs  no ted  sharp  fa lls  in 
sales on all key  m ark e ts ,” W allen iu s added.

O ne adverse  d eve lopm en t, th o u g h , w as a  fa ll in  la s t y e a r’s 
N orth  A m erican  v eh ic le  ex p o rts , particu la rly  to  A sia , it said.

Ja p a n ’s large d iv e rsif ied  sh ipp ing  g roups, M itsu i O .S .K . 
L ines, “ K ” L ine  and  N Y K , w ere  ab le  to  rep o rt good  resu lts  
from  th e ir ca r-ca rrie r ac tiv ities las t year. T he dep rec ia tio n  o f  
the Japanese  yen  he lped  Jap an ese  car exports.

M itsui O .S .K . said  tha t revenues and  earn ings fo r its car- 
carrier business in the latest 1997-1998 fisca l year, ended  
M arch 31, 1998, w as h ig h er than  expected . “K ” L ine  said  that 
it had  “a b e tte r bo ttom  lin e” on  its ca r-carrie r serv ices in 1997- 
1998 than  in the p rev ious fisca l year. N Y K  said  th a t the 
u tiliza tion  rate o f  its pu re  car carriers w as h igh , as d em and  fo r 
veh icles increased  in  N orth  A m erica  and  in  E urope.

Y et, accord ing  to  industry  sources, the car ca rrie r o rd e r bo o k  
to ta led  60 vesse ls a t the end  o f  la s t year. T h is  o rd e r bo o k  is 
estim ated  to rep resen t 20  p e rcen t o f  the ex is ting  fleet.

“T he tigh t ca r tran sp o rta tio n  m ark e t in  1997 re su lted  in  a  
sign ifican t in crease  in  the co n trac tin g  ac tiv ity  fo r new  car 
ca rrie rs ,” L e if  H oegh  said.

In te rn a tio n a l S h ip h o ld in g  C orp ., th e  d iversif ied  shipp ing  
o p era to r b ased  in  N ew  O rleans , a lso  en jo y ed  th e  boom  in the 
ca r-ca rrie r b usiness , thanks to  its ch a rte r  con trac ts w ith A sian  
car expo rte rs.

O p era tin g  u nder the nam e C en tra l G u lf  L ines, Inc., the 
co m p an y  ch a rte rs  one U .S .-flag  pu re  ca r ca rrie r to  T oy o ta  
M oto r C orp. and  an o th e r one to  H onda, to  tran spo rt au to m o -
b iles  from  Jap an  to  N o rth  A m erica .

T h rough  a  subsid ia ry , In te rn a tio n a l S h ipho ld ing  also  o p e r-
ates tw o 4 ,800-car capacity  pure 
c a r  c a r r i e r s  f o r  K o r e a ’s 
H yundai.

O f th e  o th e r d iversif ied  sh ip -
p ing  com pan ies , D en m ark ’s A. 
P. M o lle r and  K o re a ’s H yundai 
M e r c h a n t  M a r in e  f e a tu r e  
am ong  the opera to rs  o f  ca r-ca r-
r ie r  tonnage.

H y undai M erchan t M arine 
is sa id  to  be  th e  w o rld ’s fo u rth -la rg es t ca r/tru ck  shipp ing  
operator.

B esides v eh ic le  m an u fac tu re rs , w h ich  opera te  the ir ow n 
flee t o f  ca r ca rrie rs  in te rna lly , th ere  are  re la tiv e ly  few  th ird- 
p a rty  ca r-ca rrie r  opera to rs. T h is sec to r o f  sh ipp ing  a lso  seem s 
to  b eco m e  in c reasin g ly  spec ia lized , as opera to rs  d ifferen tia te  
th e ir serv ices by  p ro v id in g  ta ilo red , landside  log is tics  serv ices 
fo r th e  han d lin g  o f  veh ic les.

Non-vehicle Business. B ut n o t a ll ro /ro  sh ips are pure car 
ca rrie rs , as m an y  carry  a v a rie ty  o f  fo rest, p ro jec t and  cargoes 
o th e r th an  veh ic les.

N o rw ay ’s W ilh e lm sen  L ines opera tes  a co m b ined  flee t o f 
ro /ro  and  car ca rrie rs , pa rtly  in  lin e r tra ffic  and  partly  under 
co n trac ts  o f  a ffre igh tm en t.

W ih e lm sen  L in es reco rd ed  the b e s t resu lts  in  its h is to ry  in
1997. It sa id  th a t it had  “good  m ark e t cond itions fo r ro /ro  
carg o es and  c a rs” las t year.

B u t w h ile  its ca r tran sp o rta tio n  busin ess  d id  w ell las t year, 
W ilh e lm sen  L in es said  th a t its co n ta in e r tran spo rta tion  ac tiv i-
ties  w o rsen ed  las t year.

A tlan tic  C o n ta in e r L ine , the tran sa tlan tic  o pe ra to r o f  ro /ro  
and  co n ta in e r v esse ls , rep o rted  th a t its pu re  ro /ro  traffic  rose  by 
11 p e rcen t la s t year. C a r sh ip m en t vo lum es rose  by  8 percen t 
and  co n ta in e r ca rry in g s in c reased  by  ju s t 4  percen t.

T he c o m p a n y ’s ro /ro  and  co n ta in e r sh ips can hand le  a w ide 
v a rie ty  o f  con ta in e rized  and  n o n -co n ta in e rized  cargoes, in -
c lud ing  sh ipm en ts th a t are d riven  o r tow ed  on board  and cars 
th a t a re  sim ply  d riv en  on  board .

A C L ’s ca r capac ity  is ch arte red  ou t to  W allen iu s L ines. 
F u rth e rm o re , W allen iu s p res id en t C h ris te r  O lsson  has a  seat 
on  th e  b o a rd  o f  d irec to rs  o f  A C L .

A C L  repo rted  an o th e r large in crease  in its opera ting  profit 
las t year. Its op e ra tin g  p ro fit soared  by 23 percen t, to  SK r370  
m illion  ($48 m illion ).

T he  pu re  ca r-ca rrie r  sec to r is ex p ec ted  to  becom e m ore 
co m p etitiv e  by the end  o f  the year, as add itional vessel de liv -
e ries  w ill ch an g e  the b a lance  o f  supp ly  and  dem and  and 
w eaken  the cu rren t position  o f  sh ip  opera to rs. ■
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“The tight car transportation market 
in 1997 resulted in a significant increase 

in the contracting activity for new 
car carriers

L e i f  H o e g h



TRANSPORT /AIR

Less paperwork, faster payment
Airlines, not forwarders, will be responsible fo r  submitting  

air cargo bills to IATA clearinghouse.

B y  C h r i s  G i l l i s

F orw arders and airlines are sw itch-
ing to a new billing system  that 
prom ises less paperw ork for for-

w arders and faster paym ent for airlines.
By October, airlines w ill have to subm it 

air cargo bills to the U.S. Cargo A ccount 
Settlement System (C A SS), an International 
A ir Transport Association-approved clear-
inghouse for billing.

In the past, the bills w ith paym ent have 
been subm itted by forwarders to CASS, 
w hich then relayed them  to the airlines. 
A ccuracy was often in question.

Airlines say the change will give them 
more control over billing, and should result 
in faster and more accurate paym ent by 
forwarders.

“A t m any carriers, focus has shifted to 
the bottom-line accountability and the value 
o f m oney,” said H ow ard J.E. Chaloner, 
m anager o f U.S. CASS. “N o longer can the 
carriers rely  on agent reporting. They m ust 
them selves control the invoiced accounts.”

C haloner said the change will help for-
w arders as well as airlines.

“Cargo agents will no longer have to 
expend tim e and cost on m ailing tons o f 
paper air waybills for processing,” he said.

Paper To Electronic. W hen forw ard-
ers were responsible for subm itting all the 
bills, C A SS’s U.S. office received thou-
sands o f green paper copies o f air waybills 
each day through the mail. Now the airlines 
will supply the billing data electronically or 
on diskettes.

CASS consolidates the data into invoices, 
which are sent to the forwarders every two 
weeks. The forwarders then pay CASS un-
der terms o f the carriers’ credit policies.

Because airlines are not required by law to 
use CASS, some still prefer to manage their 
own billing processes with the forwarders.

This m ethod, how ever, is quickly fading 
as airlines look for w ays to cut costs.

CASS Developments. CASS began its 
U.S. operations in 1981, the same year 
J apan and Italy im plem ented sim ilar I A T A-
endorsed systems.

“Cargo agents will 
no longer have to expend 
time and cost on mailing 
tons o f paper air waybills 

for processing
Howard J.E. Chaloner
manager,
U.S. CASS

Today, U.S. CASS processes m ore than
2.5 m illion air w aybills a year, valued at 
about $2.4 billion, for about 70 airlines.

W orldwide, 34 CASS systems are used by 
176 airlines and 5,770 agents. These CASS 
operations process more than $14.1 billion 
worth o f air waybill transactions annually.

C haloner said that in sw itching to carrier 
subm ission of bills, the U.S. CASS is fo l-
low ing the lead o f system s in  other coun-
tries. “W e’re not doing anything new  here

in the U .S .,” C haloner said. “M ost CASS 
offices are using the carrier subm ission 
method already.”

Many CAS S offices in other countries were 
established after the one in the U.S., and used 
carrier submission practices from the start.

“U .S.-based carriers tend to have large 
corporate structures, w hich take longer to 
make changes,” C haloner said. “Foreign 
carriers operating in this country tend to 
have m ore nim ble structures.”

CASS offices in Italy and Japan are also 
m oving tow ard subm ission o f bills by car-
riers. By January, IA TA  will require carrier 
subm ission at all CASS offices.

Making Changes. U.S. CASS began 
testing carrier subm ission of bills in 1996 
with 12 airlines —  Lufthansa, A ir France, 
British Airways, Austrian Airlines, Swissair, 
A er Lingus, Delta, Alitalia, Finnair, Iberia, 
A ir Canada and Malev Hungarian.

Now 23 airlines in the U.S. subm it their 
bills to CASS. They account for about 47 
percent o f  the air waybills processed in the 
U.S. system.

CASS expects the num ber o f airlines to 
increase to 38 by July, w ith the rest follow -
ing by O ctober. Recent converts to the new 
billing m ethod include C argolux, Japan 
A irlines and All N ippon Airways.

A fter switching to carrier subm ission, 
airlines are given three m onths to fine-tune 
their systems.

“A irlines m ust achieve a certain level of 
accuracy w ith their billing before we allow 
them  to m ake the sw itch,” C haloner said.

Airlines that have switched to carrier sub-
mission generally view it as positive.

“W e w elcom e it w ith open arm s,” said

C A S S  d a t a  p r o v i d e s  m a r k e t  i n f o r m a t i o n

SAN DIEGO
Some airlines andforw arders m ay find 

a rich source of m arket data in billing 
inform ation generated from  the Cargo 
A ccount Settlem ent System  (CASS).

“This is probably the m ost accurate 
m arket data out there covering the air 
cargo industry,” said Dirk Steiger, director 
o f aviation information and research for 
Outsourcing and Rightsizing Consulting 
(OAR), based in Oberursel, Germany.

The International A ir Transport A sso-
ciation, w hich runs CA SS, has given 
S teiger’s firm  exclusive access to CASS 
inform ation for use in air-cargo m arket 
forecasting.

M illions o f dollars are lost each year in 
the air-cargo industry because o f a general 
lack o f forecasting by airlines and for-

warders, Steiger said at a recent air-cargo 
conference in San Diego.

A irlines and forwarders can request 
cargo m arket inform ation from  IATA, 
w hich turns the request over to OAR for 
processing. Fees for the service vary 
w idely according the size and type of 
request.

OAR has som e contracts directly with 
a ir lin e s  as L u fth an sa , K o rean  A ir, 
Swissair, Singapore A irlines, Cathay Pa-
cific and A ir Canada.

To protect com panies’ confidential-
ity, inform ation w ill be given out only if 
there are m ore than five airlines or for-
w arders in a m arket or trade lane.

Later this year, O A R plans to start a 
new  system  w hich will help airlines fore-
cast cargo revenues a year in advance.
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Brazilian airline takes indirect route
Upstart cargo carrier tries to avoid direct 
competition with big combination carriers.

Karin Hagen, m anager o f cargo sales ac-
counting in the U .S. for Lufthansa. “It im -
proves our cash flow, and provides agents 
with an accurate sales and reporting state-
m ent.”

M ike M ills, m anager o f cargo account 
settlements for N orthw est, said carrier sub-
mission practices should help the airline 
identify forwarders that don’t pay their bills 
in full. N orthwest plans to switch to carrier 
submission by October.

Douglas A. Boyle, assistant controller for 
Air Express International, said forwarders 
such as AEI also like carrier subm ission of 
bills.

“W e’ve experienced significant ben -
efits,” he said, citing reduced paperwork.

“Receiving this data electronically al-
lows us to match the carriers’ data to that in 

* our system ,” Boyle said. “W e can dispute 
any discrepancies before paying.”

But with carrier submission, forwarders 
will also have to pay their bills more promptly.

“It will separate the wheat from the chaff,” 
said Julian A. K eeling, president o f C on-
solidators International, based in Los A n-
geles. “It will becom e know n to the airlines 
who the high-risk forwarders are in term s of 
paying their bills in full and on tim e.”

Problems Still. Some forwarders com -
plain that they still have a problem  with 
slow paym ent by shippers.

Christopher A. Coppersm ith, president 
o f Target A ir Freight in C om pton, Calif., 
said the best way to m ake shippers pay 
faster is to offer them value-added services.

“If you present your business as a com -
modity, the shipper is inclined to stretch 
you out and use you like a bank,” he said.

The changes have required investm ents 
by CASS, airlines and forw arders, but 
C haloner said the hope is that “the system  
w ill ultim ately save the industry m oney.”

Some airlines don’t expect the CASS 
clearinghouse system  to catch all account-
ing errors.

“W e make it am le that our staff must obtain 
documented proof o f all transactions,” said 
Iqbal A. Sheikh, cargo terminal manager for 
Pakistan International Airlines in New York. 
“CASS still can’t stop forwarders from trying 
to take advantage of the airlines.”

W ith carrier subm ission, airlines must 
file their bills m ore accurately.
* “One out o f every five bills that we 
receive from the airlines has discrepan-
cies,” said T arget’s Coppersm ith. “CASS 
should correct m ost o f these problem s when 
it 's  fully electronic.”

“There are still many carriers w ith inter-
nal accounting problem s,” C oppersm ith 
said. “It could neutralize the overall effect 
o f the system .” ■

SAO PAULO
F or tiny  B raz ilian  a ll-ca rg o  a irline  

A erolinhas Brasileiras SA, the key to sur-
vival has been staying out o f the path o f the 
big passenger/cargo carriers.

W hen it s tarted  operations in  1995, 
A erolinhas Brasileiras operated direct ser-
vices betw een Brazil and the U.S. But as 
large com bination carriers such as Varig 
B razilian A irlines and A m erican Airlines 
began adding belly capacity on those routes, 
rates plunged.

Aerolinhas Brasileiras was forced to look 
for indirect services w here it could turn a 
profit. “W e had to com e out o f the big, 
direct routes and find  new  ones,” said 
Lindelso C. de Jesus, sales m anager for the 
Sao Paolo-based airline.

A erolinhas B rasileiras found that the so-
lution to its problem was to operate roundtrip 
services betw een Brazil and the U .S. via 
third countries in Latin Am erica.

Aerolinhas now  operates weekly services 
from  V iracopos airport, in the Cam pinas 
region of B razil’s Sao Paolo state, to Bogota, 
Colom bia; and Caracas and V alencia, V en-
ezuela. Each of those services then contin-
ues to M iam i, before returning to Brazil.

Regulations prohibit Aerolinhas from car-
rying cargo from  C olom bia and V enezuela 
to the U.S., but de Jesus said that it still is 
m ore profitable for the carrier to operate an 
em pty leg than to fly direct to M iami. Thus 
a typical flight w ould transport air freight 
from  Brazil to C olom bia or V enezuela and 
continue em pty to M iam i, w here it would 
pick up cargo before returning to Brazil.

One benefit o f operating this way is that 
Aerolinhas remains relatively unaffected by 
continued increases to available belly capac-
ity between Brazil and the U.S. The presence 
of new competitors such as Delta in that 
market is certain to put pressure on rates.

“That is not a problem  for us because i t ’s 
not our m arket,” de Jesus said.

De Jesus said average rates betw een B ra-
zil and destinations in  Latin A m erica are 
about $1.40 per kilo, w hile southbound 
rates from Miami to Brazil average ap-
proxim ately $2.00 a kilo.

For now, Aerolinhas is a small, one-plane 
operation. The carrier bought its DC8-71 
Freighter after ayear o f operating with leased 
planes, but is looking to return to leasing a 
second plane within the next few months.

“It has to be a DC8 for reasons o f crew and

m aintenance compatibility,” he added. The 
D C 8-71 Freighter has a 40-ton capacity, with 
room for 18 pallets in four cargo holds.

D e Jesus said the new  plane w ould be 
used to develop new routes from Brazil to 
L im a, Peru, and G uayaquil, Ecuador.

De Jesus said Aerolinhas has no immedi-
ate plans to develop services within the 
M ercosur trading bloc of Brazil, Paraguay, 
U ruguay, Argentina, and associate members 
Chile and Bolivia. Developing intra-Mercosur 
services is difficult because o f competition 
from trucks, which have advantages o f cost 
and speedier customs clearance, he said.

“The cost o f transporting cargo by truck in 
M ercosur is about 30 percent o f the cost of 
transporting that cargo by air, which means 
it's  hard for us to compete,” he added.

D e Jesus said intra-Latin A m erica cus-
tom s requirem ents for air cargo are fairly 
stringent, and that goods can often take “a 
long tim e to clear.” Goods flying from Bra-
zil to Colom bia on Aerolinhas’s service to 
Bogota, for example, can take up to four days 
to be cleared by customs.

A part from its own services, Aerolinhas 
also markets belly capacity for Chilean com -
bination carrier Lan Chile on its daily B767- 
300passenger services between Rio de Janeiro 
and Sao Paolo and Santiago, Chile.

Aerolinhas also has similar marketing and 
capacity sharing agreements with other car-
riers, including Cargolux, Florida West, Brit-
ish Airways and Fast Air. Aerolinhas’s total 
traffic for 1997 —  including cargo handled 
for other carriers —  was 14,343 tons.

A bout 70 percent o f A erolinhas’s cargo 
originates in the Brazilian state o f Sao Paolo, 
traditionally the industrial heart o f the coun-
try. Rem aining volum es come primarily 
from  the states o f M inas G erais and Parana.

C om m odities transported by Aerolinhas 
from Brazil to C olom bia and Venezuela 
range from  goods com m only shipped as 
air-cargo, such as textiles and autom otive 
parts, to less com m on air-freight such as 
large consignm ents o f seeds.

B ut perhaps the m ost unusual cargoes 
transported by A erolinhas are the regular 
shipm ents o f fertile —  hatched or hatching 
—  chicken eggs it receives for destinations 
in Latin America.

D e Jesus said the carrier receives about 
19 tons o f eggs a week destined for V  alencia, 
V enezuela, and betw een 16 and 20 tons a 
w eek for Bogota. ■
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Shippers forge air-cargo industry links
N IT League, TIACA increase shipper awareness 
o f  aviation issues, undertake ambitious projects.

PARIS
The U.S. National Industrial T ransporta-

tion League and The International A ir Cargo 
A ssociation are leading the way to forging 
stronger links betw een shippers and the air- 
cargo industry worldwide.

Speaking at T IA C A ’s recent A ir Cargo 
Forum in Paris, Peter Gatti. d irector o f 
policy at the NIT League, said 1997 had 
been “a productive year in expanding ship-
pers’ focus o f international aviation issues.”

The organizations are linked through the 
TI AC A/N IT League Shippers’ Advisory 
Council, form ed after the 1995 TIACA 
forum in Dubai.

“D ubai was where we first established a 
really  good relationsh ip  w ith the NIT 
League, and we began to concern ourselves 
with what the shipper was really thinking,” 
said W alter Johnson, past p resident o f 
TIACA and now chairm an o f its education 
committee.

But air freight issues were also relatively 
new to the shipper group, Gatti said.

“W e have craw led before we could walk, 
and we are w alking before we can run. 
Certainly our involvem ent w ith TIA CA  
gives us an interaction within the airline 
industry w hich five years ago did not exist,” 
he said.

“I think i t ’s also been helpful for TIA CA  
to be attuned to the people w ho are m aking 
transportation decisions w ithin their com -
panies that determ ine how  freight moves, 
and at what price and level o f service,” 
G atti added.

ShipperSurvey. Last year, the TIA CA / 
N IT League Shippers’ A dvisory Council 
carried out a survey to “see w hat the current 
feeling was on the part o f the shippers’ 
group.”

“W e got about a 10-percent return on the 
N IT L eague’s m em bership —  about 100 
shippers —  and the answers w ere very 
revealing,” he added.

The survey was based on U .S.-dom estic 
air transportation only, and covered areas 
such as extent o f usage o f air transport; 
geographical spread o f shipments; fore-
casts for future growth; and satisfaction 
w ith present levels o f service.

Although analysis o f the results has not 
been completed yet, initial observations point 
to a general satisfaction with service, which

has "an adequate rating,” Johnson said.
The survey also found that shippers cited 

problem s w ith “lift, space com m itm ents 
and off-loading.” M ost expressed a wish to 
com m unicate w ith carriers. That norm ally 
occurs “where there are problem s w ith the 
transportation chain ,” G atti said.

To no one's surprise, the survey found 
that integrators dom inate use o f dom estic 
air transportation by U.S. shippers.

“Certainly our involvement 
with TIACA gives us an 
interaction within the 

airline industry which five 
years ago did not exist”

Peter Gatti
director of policy,
NIT League

“Integrators have really taken a com -
m anding part o f the m arket share. They 
have seized a lot o f the m om entum  that 
traditionally had been in the forw arder/ 
carrier packages that w ere on offer,” he 
said.

International Focus. Gatti said the 
TI A CA /N IT League shippers council plans 
to carry out a sim ilar survey on an interna-
tional scale.

“W e’re going to do that through both our 
European friends in the E uropean Ship-
pers ’ Council and the Japan Shippers ’ Coun-
cil, and this is going to be part o f a grow ing 
relationship that we have within the con-
fines o f the advisory council,” he said.

The NIT League is a m em ber o f another 
shipper group known as the Tripartite M eet-
ing of Shippers, w hich includes the ESC 
and JSC, with som e lim ited involvem ent 
from  the C anadian Shippers’ Council, the 
Asian Shippers ’ Council and the Hong Kong 
Shippers Council.

At its m eeting in Scotland last year, the 
group decided to expand its b rief to include 
air cargo issues.

“It is within this framework that we are 
now advancing the work o f the TIACA/NIT

League Shippers’ Advisory Council,” Gatti 
said.

By bringing together parties from across 
the industry, Gatti said the groups hope “to 
better understand each other’s needs to pro-
duce a more efficient, competitive and cost- 
e ffec tiv e  w orldw ide  a ir-tran sp o rta tio n  
system.”

The tripartite group will m eet again in 
early Septem ber in Japan.

“I expect that w e’ll be w orking w ith 
TIACA in the interim  to develop a survey 
based on w hat we did in the U.S., and we 
plan on presenting that to the group when 
we m eet in Japan,” Gatti said.

“W e’re going to start planning that this 
sum m er,” Johnson added.

Industry Standards. European ship-
per groups also plan to use the tripartite 
shipper group, and the N IT L eague’s con-
nection to TIA CA , as a m eans o f tapping 
into the global air-cargo com m unity.

Last year, a U .K .-based group called the 
U.K. A ir Freight Forum  —  com posed of 
carrier, forw arder and shipper m em bers —  
drew  up a set o f perform ance m easures for 
the entire air-freight chain (M arch Ameri-
can Shipper, page 75],

The group’s intention is to encourage 
parties involved in the air-cargo chain to 
voluntarily adopt the standards as part o f 
norm al trading conditions.

The forum  said recent tests verified that 
the standards w ere attainable, and plan to 
extend their proposals beyond the bound-
aries o f the U.K.

“The next step is to bring the U.K. forum ’s 
work within the European arena, and adapt 
it m ore broadly for European use. W e’ll do 
that over the next four or five m onths,” said 
Christopher W elsh, secretary general of 
both the European Shippers’ Council and 
the E uropean A ir Shippers’ Council.

The Forum  for A ir Cargo in Europe —  a 
pan-European industry group —  has al-
ready been involved in fine-tuning the draft 
m easures, but W elsh adm its that “i t ’s a big 
challenge.”

But “there ’s already been quite a bit o f 
exposure below  the surface to this. W hat 
w e’ll be doing now  is m aking it m ore vis-
ible, so that everybody can use it in the 
future,” W elsh said.

In Europe, “that will be com pleted by 
Septem ber, and at that point we w ill take it 
to the next m eeting o f the tripartite group in 
Japan. W e would hope to have it in  a form at 
w hich can be dissem inated m ore w idely to 
everybody in the trade, and the idea is 
generally to use this as a fram ew ork for 
perform ance enhancem ents and best prac-
tices throughout the global airfreight indus-
try,” he added. ■
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Lufthansa Cargo puts profit over volume
Business is back in black. Adds freighters, time-definite 
services. Weaker deutschemark boosts German exports.

FRA N K FU RT
Lufthansa Cargo changed its sales policy 

last year and put profit over volume. The 
tactic paid off, and after losing 60 m illion 
marks in 1996, the com pany bounced back 
into the black in 1997.

“In view o f the negative results in  the 
1996 business year and the com pany’s stra-
tegic realignm ent plans, our policy in 1997 
was to prioritize profits over a pure increase 
in transport volum e,” said W alter Gehl, 
Lufthansa C argo’s executive board m em -
ber responsible for personnel and business 
administration.

Lufthansa posted pre-tax operating profit 
o f DM 19 m illion ($10.7 m illion) for the 
first three m onths o f 1998, an increase o f 
DM 29 m illion over year-earlier figures.

The carrier said tonnage carried fell by
2.5 percent to 395,000 tons, but that trans-
port perform ance in terms of ton-kilom e- 
ters increased by 1.6 percent.

“That means we have transported few er 
tons over longer distances,” G ehl said.

During its 1997 fiscal year, Lufthansa 
reported pre-tax profits o f D M 194 m illion 
($110 m illion), with operating revenues 
rising 14 percent to DM 3.9 billion ($2.2 
billion).

The carrier said yields increased 12.6 
percent. U nit costs, m eanw hile, rose by 
only 5.4 percent, to about 40 pfennings (23 
cents) per ton-kilometer.

Emphasis o f yield over volum e caused 
utilization of the carrier’s freighters to fall 
from 69.2 percent to 68.3 percent. Lufthansa 
carried 1.713 million tons o f cargo and m ail 
in 1997,1 percent m ore than a year earlier.

W hile volum es rem ained relatively static 
last year, the carrier’s profitability increased 
significantly on num erous routes.

Revenues increased 27 percent on ser-
vices to Africa, 19 percent on the N orth 
A tlantic and 16 percent on A sia Pacific 
routes.

“These routes accounted for m ore than 
67 percent o f production and 74 percent o f 
sales,” Gehl said.

Currency Factors. Gehl said Lufthansa 
C argo’s positive results were boosted by 
external conditions such as the m ark ’s drop 
in value, w hich boosted G erm an exports.

Though Lufthansa’s cargo m arket share 
dropped, the com pany still tops the 1997 
list o f IA T A ’s top 10 international sched-

uled cargo carriers, m easured by freight 
ton-kilom eters carried.

“W ith the exception o f some European 
carriers, our rival carriers on the w hole 
posted above average grow th,” G ehl said. 
“That has reduced our lead, especially  
against the A sian carriers.”

But Lufthansa has ambitious expansion 
plans for the next year. Gehl said the carrier 
will have five new M D -11 freighters in ser-
vice by the end of the year, and will add three 
more by the second half o f 1999. Lufthansa 
currently operates 11 B747-200 freighters.

“W e need the big B747 freighter in our 
netw ork but also sm aller aircraft as well to 
equip us to respond m ore flexibly to  m arket 
m ovem ents,” G ehl said.

G ehl said that transport volum es from 
Europe to A sia had “ sustained a dent” as a 
result o f the A sian crisis. B ut L ufthansa is 
“not taking it lightly ,” he added.

“W e have, for example, taken volum e out 
o f Asia and are marketing free capacities 
aggressively,” he said. The carrier recently 
started offering reduced rates on last-minute 
bookings on flights to Asia that would other-
wise take off with empty cargo space.
On A pril 1, L ufthansa launched a range of 

tim e-definite air-cargo services —  td.Pro, 
td.X  and td .F lash— and took the traditional 
air-cargo industry one step closer to the 
type o f services offered by the integrated 
carriers (April American Shipper, page 94).

T wo o f the new tim e-definite services —  
td.X  and td .F lash— include guaranteed lift 
as well as m oney-back assurances if  the 
carrier fails to m eet its tim e-definite com -
mitm ent.

The new  services are currently available 
to 51 destinations across Lufthansa’s net-
work, w ith another 80 destinations due to 
be added by fall. Gehl said half o f all traffic 
carried from  those 51 destinations— which 
account for 35 percent o f the carrier’s total 
business —  are tim e-definite bookings.

A dvance bookings from those destina-
tions for the next four weeks show that 
“about 70 percent o f cargo bookings have 
been sold as tim e-definite,” he added.

H owever, Lufthansa said only 30 per-
cent o f  total booking from tim e-definite 
destinations are for the carrier’s td.X  ser-
vice, w hich guarantees delivery on the 
m orning o f second or third working day 
follow ing delivery to the airline.

A bout 40  percent o f bookings are for 
td.Pro services, a refined version of the 
carrier’s standard service that offers no 
guarantees o f capacity or money back, and 
costs the sam e as the standard cargo prod-
uct on o ther routes. The rem aining volum es 
are for long-term  contracts w ith forwarders 
“that can ’t be described as tim e-definite 
services,” a L ufthansa spokesm an said.

T here  has been  m ixed  response  to 
L ufthansa 's new  range o f services from the 
industry, though m ost shippers and for-
w arders agree that the future o f air cargo 
lies w ith tim e-definite services. One criti-
cism  is that L ufthansa w ill no longer assign 
freight to a specific flight num ber under the 
new  services. Instead, the carrier w ill com -
m it only to a deadline, thus allowing greater 
routing flexibility. ■
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Northwest stock sale 
boosts KLM profit
AMSTERDAM

KLM  Royal D utch A irlines reported a 
ninefold increase in net incom e, to 2.2 bil-
lion D utch guilders ($1.1 billion) for the 
year ended M arch 31.

The com parable figure for K L M ’s previ-
ous fiscal year was D G 236 million.

The latest year’s results include an ex-
traordinary book profit o f DG1.6 billion 
($800 m illion) on the sale o f K L M 's N orth-
w est A irlines stock.

O perating revenue rose 29 percent, to 
D G 13.4 billion ($6.7 billion), from D G 10.4 
billion. Operating income jum ped to D G 811 
million ($406 m illion), from  DG109 m il-
lion.

KLM  cited favorable m arket conditions, 
revenue increases in both passenger and 
cargo operations, higher yields and benefi-
cial currency exchange rates.

The airline’s cargo traffic increased by 
just 2 percent, to 3.9 billion revenue-ton- 
kilometers. However, yield per revenue- 
ton-kilom eter rose by 11 percent, to 50 
Dutch cents (25 U.S. cents). ■

Boeing to quit 
building MD-11s
SEATTLE

Boeing says lack o f  custom er orders will 
force it to quit building the M D -11 jetliner 
after it delivers the last o f its rem aining 
orders in February 2000.

Boeing said that it has about 22 com m it-
ments for the M D-11, w hich is m ade for 
cargo or passenger use.

The action will mean the M cDonnell 
Douglas name no longer w ill be on com -
m ercial jets. B oeing bought M cD onnell 
Douglas last year. ■

Air couriers’ hazmat 
shipments face scrutiny
W ASHINGTON

U.S. officials say air couriers m ust im -
prove their handling o f hazardous m ateri-
a ls , an d  th a t th e  F e d e ra l  A v ia tio n  
A dm inistration plans to target the sector for 
closer inspections.

The FA A  and the Transportation D epart-
m ent say inspections betw een N ovem ber 
and January found that couriers w eren’t 
adequately follow ing safety rules for ship-
ping hazardous m aterials on planes also 
carrying pas sengers. ■

In brief . . .

BAX GLOBAL. C. Robert Cam pbell has 
been nam ed president and ch ief executive 
o f  B A X  G lo b a l, fo rm erly  k now n  as 
Burlington A ir Express. Cam pbell succeeds 
Joseph Farrell, w ho recently retired as head 
o f  both BAX  and its parent P ittston Co. 
Cam pbell was executive vice president o f 
A dvantica Restaurant G roup, and earlier 
spent 21 years w ith R yder Systems.

BAX A G EN C Y  N E T W O R K . G reg  
M ontgom ery has been nam ed vice presi-
dent and m anaging director for the w orld-
wide agent netw ork o f B A X  G lobal, which 
provides freight forw arding services and 
operates a je t freighter fleet for overnight 
and second-day delivery in N orth America. 
M ontgom ery jo ined BAX in 1988 from 
W TC A ir Freight, w hich BAX, then called 
Burlington A ir Express, had acquired the 
previous year.

BRITISH AIR PROFIT. British A irways 
said its results w ere “better than expected” 
despite a 9 .4-percent drop in pre-tax profit 
to £580 million ($969 m illion) for the year 
ended M arch 31. The London-based airline 
said currency factors cut profits £200 m il-
lion ($334 million). Operating profit slipped 
to £504 million ($842 m illion) from  £546 
m illion a year earlier.

EL AL STOCK SALE. Israel says it plans 
to sell 49 percent o f state-ow ned El A1 
Israel A irlines on the Tel Aviv Stock E x-
change within the next year. E l A1 said 
recently that it had cut its losses to $4.2 
m illion for 1997 from $83.1 million in 
1996.

JAPAN AIRLINES. Japan A irlines re-
ported an operating profit o f 7.7 billion yen 
($60.6 m illion) for the fiscal year ending 
M arch 31, but said special charges, m ostly 
from  hotels and resorts, resulted in a net 
loss o f 94.2 billion yen ($741.6 million). 
The carrier said its cargo volum e during the 
year rose 2.6 percent, to 849,846 tons. In-
ternational cargo was up 4.5 percent, to 
556,603 tons, w hile dom estic Japanese 
cargo slipped 0.6 percent to 293,243 tons.

AIR FRANCE PROFIT. A ir France re-
ported an estim ated net profit o f  1.87 billion 
francs ($315 m illion) in 1997, com pared to 
a net deficit o f Ffr268 m illion in the previ-
ous year. R evenue rose 9 percent to FFr60.7 
billion ($10.2 billion), helped by a 9.2- 
percent increase in passenger revenues and 
a 12.3-percentjum pin cargo revenue. Cargo 
volum e increased 4.8 percent. Operating 
profit reached FFr2.5 billion ($422 m illion)

last year, or 4.1 percent o f group revenues, 
com pared to 0.3 percent in  1996.

STAR ALLIANCE. A irN ew Z ealandand 
Ansett A ustralia have signed up to becom e 
the seventh and eight m em bers o f the Star 
A lliance o f airlines next year. Their partici-
pation w ill increase the num ber o f destina-
tions served w orldw ide by Star A lliance 
m em bers to  m ore than 700, from  the current 
640. C urrent alliance m em bers are A ir 
Canada, Lufthansa, Scandinavian A irlines 
System, Thai Airways International, U nited 
and Varig. The Star A lliance is prim arily 
passenger-oriented, but the carriers have 
said they m ay also cooperate on cargo.

A M E R IJE T  BU YS FR E IG H T E R .
Am erijet, a Fort Lauderdale, Fla.-based all-
cargo airline, has acquired a B 7270-200 
freighter from Intrepid A viation. The newly 
acquired plane, form erly flow n by C onti-
nental M icronesia, w ill begin service in 
Septem ber. It w ill increase A m erijet’s fleet 
to 11 planes.

SINGAPORE AIR. Singapore Airlines 
said it w ill order up to 10 super-long-range 
A irbus passenger planes for use in nonstop 
service betw een Singapore and Los A nge-
les and San Francisco. Each o f the planes 
w ill have cargo capacity o f 15 tons.

SAP/FE DE X  SO FTW ARE. G erm an  
software firm SA P A.G. and integrated 
carrier Federal Express plan to team up to 
develop softw are to track and m onitor ship-
m ents. F edE x’s G erm an unit said it would 
com bine its logistics and shipm ent func-
tions w ith SA P ’s R/3 softw are system.

EM ERY W O R LD W ID E. R o b ert C. 
Conlon has been nam ed vice president and 
corporate counsel o f Em ery W orldwide. 
Conlon jo ined  the R edw ood City, Calif. - 
based com pany four years ago as associate 
corporate counsel. Previously he was with 
V isa International, Levi Strauss & Co. and 
A von Products Inc. C onlon jo ined  the

TIACA FORUM. The International Air 
Cargo Association will hold its 20th interna-
tional forum and exposition Sept. 26-29 at 
the W ashington Sheraton, W ashington, D.C. 
For information, contact T IA C A ’s general 
secretariat, (305) 443-9696, fax (305) 443- 
9698, or e-mail: secgen@ tiaca.org.

STEVENS AIR TRANSPORT. Karl J. 
Chambers has been named eastern regional 
vice president o f the Los Angeles-based air 
freight forwarder. He will be based in Phila-
delphia and will cover the region east o f the 
Mississippi.
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Conrail deal is OK’d, with conditions
Norfolk Southern and CSX will have to file  regular reports 
during five years o f Surface Transportation Board oversight.

WASHINGTON
Now comes the hard part.
The Surface Transportation B oard has 

approved the division o f Conrail betw een 
Norfolk Southern and CSX, w hich will be 
left in control o f m ost railroad traffic in the 
eastern half o f the U nited States.

The last big U.S. railroad m erger —  
Union Pacific’s acquisition o f Southern 
Pacific in 1996 —  resulted in a service 
breakdown from w hich UP and its custom -
ers still haven’t recovered.

N orfolk Southern, CSX and the Surface 
Transportation Board say they’re deter-
m ined to avoid a repeat o f the U P fiasco. To 
ensure that service is m aintained and com -
petition prevails, the STB im posed num er-
ous requirem ents that N orfolk Southern 
and CSX must m eet to as they graft parts o f 
the Conrail system  onto theirs.

Though the conditions were m ore than 
originally were anticipated by NS and CSX 
when they agreed to buy Conrail for $ 10.2 
million, both NS and CSX said they could 
live w ith the requirem ents.

“Had they gone any further, we w ould 
have been forced to question going forward 
w ith the transaction,” said John Snow, chief 
executive o f CSX  Corp.

But he said the final agreem ent is accept-
able, and that the prospect o f head-to-head 
com petition by CSX  and NS will m ake this 
“the most com petitive m erger in rail h is-
tory.”

In most o f Conrail ’ s territory in the N orth-
east, shippers will enjoy increased com pe-
tition.

N orfolk Southern w ill acquire 58 percent 
o f Conrail, w ith CSX taking on the rest.

CSX will becom e the nation ’s third-larg-
est railroad, behind U P and B urlington 
Northern Santa Fe, w ith 23,100 m iles o f 
track. N orfolk Southern w ill be fourth-larg-
est, with 21,400 miles.

Conditions. In approving the Conrail 
breakup, the Surface Transportation Board 
expanded the conditions to  w hich N orfolk 
Southern and CSX  had previously agreed 
in talks with the National Industrial T rans-
portation League and other shipper groups.

The STB extended from  three years to 
five the period under w hich Norfolk South-
ern and CSX will rem ain under governm ent 
oversight. The longer period was requested 
by chemicals and plastics shippers, whose

Texas and Louisiana operations have been 
disrupted by U P ’s service problem s.

The board im posed a $250-per-railcar 
cap on charges for reciprocal sw itching 
between N orfolk Southern and CSX  on the 
form er Conrail system. The cap w ill apply 
to interchange points at Philadelphia, D e-
troit, New Jersey and Buffalo, N.Y.

Some Conrail custom ers have been pay-
ing as m uch as $400 for sw itching betw een 
Conrail and other railroads.

The board said that if  CSX and NS want 
to take over C onrail’s existing transporta-
tion contracts w ith shippers, they m ust do 
so within six m onths. The railroads had 
hoped for an indefinite period.

“By giving shippers the opportunity to 
be released from  their contracts after six 
m onths, this w ill give m any shippers a 
chance to take advantage o f their new  com -
petitive options sooner rather than later,” 
said L inda M organ, the ST B ’s chairman.

N orfolk Southern and CSX  will have to

provide a series o f confidential weekly and 
m onthly reports to the STB.

M onthly reports w ill cover im plem enta-
tion o f labor agreem ents; construction and 
other capital projects; integration o f infor-
m ation system s, including personnel train-
ing; custom er services; apportionm ent o f 
C onrail’s locom otive and freight car fleets; 
and m anagem ent o f railcars, crew s and 
dispatching.

W eekly reports w ill cover operations at 
key gatew ays, interchange points and ter-
minals.

C om peting carriers w on concessions 
from  N orfolk Southern and CSX.

APL Ltd., which com petes w ith CSX in 
both ocean and stacktrain services, won a 
provision that w ill prohibit CSX Transpor-
tation from  disclosing transportation con-
tract inform ation to Sea-Land or CSX 
Interm odal, w hich are ow ned by CSX Corp.

C anadian Pacific, Providence & W orces-
ter and N ew  E ngland and Central railroads 
w on assurances o f trackage rights or other 
services.

Start Delayed. N orfolk Southern had 
hoped to get the m erger o ff the ground by 
Sept. 1, but that date is expected to be 
pushed back.

M indful o f the problem s that Union Pa-
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cific encountered, CSX said it w ill operate 
w ith 120 percent o f the m anpow er needed 
to assure “a safe and efficient integration 
process.”

CSX said it w ants to get all operating 
systems and personnel in place before inte-
grating the form er Conrail system  w ith its 
own.

CSX will add 1,500 new  train and engine 
em ployees, and will acquire 190 new loco-
m otives in addition to the 99 it has pur-
chased this year. Snow said CSX  will invest 
alm ost $500 m illion in capital im prove-
ments on its portion of the Conrail system.

NS will add about 1,000 new  train and 
engine em ployees, and will purchase 116 
new locom otives this year. NS will also buy
1,000 locom otives from Conrail. NS will 
invest m ore than $700 m illion in construc-
tion and im provem ent projects.

The carriers pledged a safe and sm ooth 
implementation without service disruptions.

“The key is to m ake sure we have done 
the advance planning to m ake the m erger 
run sm oothly,” said D avid Goode, chief 
executive o f N orfolk Southern.

Both N orfolk Southern and CSX predict 
low er freight rates resulting from  increased 
com petition betw een the railroads and be-
tween railroads and trucks.

Norfolk Southern predicts that by shift-
ing traffic from  truck to rail, the m erger will 
elim inate more than a m illion truck trips a 
year on Eastern and M idw estern highw ays. 
CSX has made sim ilar predictions.

“The merger benefits are unprecedented,” 
Snow said. The carriers heeded the ST B ’s 
advice to w ork issues out w ith shippers, 
labor and other parties, Snow  said. “W e’ve 
engaged in a continuous dialogue which 
producedm any ‘w in-w in ' benefits.” ■

In brief . . .

LE HAVRE INTERMODAL. The Port of 
Le Havre said it would ask French authorities 
for permission to buy 34 percent o f Le Havre 
Shuttles S.A., an intermodal joint venture 
that operates rail shuttle services to and from 
the port. The rail operator already runs shuttle 
services to and from the French cities o f Lyon 
and Lille. The port said Le Havre Shuttles 
will add services to Strasbourg in eastern 
France, Liege in Belgium and M ilan in Italy 
this year and to M ulhouse (eastern France) 
and Vienna (Austria) in 1999.

UP TO SELL OVERNITE. U nion Pa-
cific has confirm ed plans to sell its trucking 
company, O vem ite Transportation, through 
a public offering in the third quarter o f the 
year. U nion Pacific said proceeds from  the 
sale o f the non-union, less-than-truckload 
carrier w ill be used to low er debt. U P needs 
to m ake heavy investm ents to im prove ser-
vice on its w estern U.S. rail system , w hich 
has been plagued by congestion for m onths.

PRESTON TRUCKING. Yellow Corp. 
says it will sell its Preston Trucking subsid-
iary, a  less-than-truckload carrier in the U.S. 
Northeast, mid-Atlantic and central states, to 
three Preston officers. The sale is subject to 
successful negotiation of a new five-year 
contract with the Teamsters union and the 
management group’s securing of financing.

IANA CONFERENCE. The Intermodal 
A ssociation o f N orth A m erica w ill hold its 
fall interm odal conference Sept. 22-25 at 
the M arriott M arquis H otel in A tlanta. A d-
vance registration cutoff is Aug. 3. For 
inform ation call (301) 982-3400.

PACER INT L. Larry C. Yarberry. former 
chief financial officer o f Southern Pacific, 
has been nam ed chief financial officer o f 
Pacer International. Pacer, headed by long-
tim e interm odal executive D onald C. Orris, 
is a Lafayette, Calif.-based provider o f 
interm odal brokerage, trucking and logis-
tics service.

CF MEXICO VENTURE. Consolidated 
Freightw ays has form ed a jo in t venture 
w ith  A lf r i-L o d e r  G ro u p , b a se d  in  
M onterrey, M exico, for less-than-truckload 
transportation services. It w ill be Alfri- 
Loder’s fist venture into the less-than-truck- 
load business. CF recently form ed a new 
M exico/border division.

CN CALGARY TERMINAL. Canadian 
N ational R ailroad has expanded its Calgary 
interm odal term inal, w hich now can handle 
m ore than 90,000 units annually. The ex-
panded term inal allows trains to pull d i-
rectly into the loading/unloading track. Two 
cranes have been added.

FEC RAILWAY. Florida East Coast Rail-
w ay has nam ed M ike R yan regional m an-
ager, sales and service, in Jacksonville and 
D avid B anfield district sales m anager in 
M iami. Ryan has been w ith FEC since 
1983, m ost recently as district sales m an-
ager in Jacksonville. B anfield also has been 
w ith the railroad since 1983, m ost recently 
as district sales representative in Miami.

HUB CITY MANAGERS. Mitch Bemet 
has been named manager o f H ub City Golden 
Gate in W alnut Creek, Calif. He was vice 
president o f national accounts. David C. Por-
ter has been nam ed president o f Hub City Los 
Angeles. He was vice president o f sales in 
Los Angeles. Steve Morton has been named 
vice president, sales and customer service, at 
Hub City Golden Gate. He was assistant vice 
president o f sales at Hub Golden Gate. Dan 
Reehill has been nam ed vice president of 
Hub City Los Angeles. He was general m an-
ager, Hub Group Operations M anagement in 
Lombard, 111.

OVERLAND VP. M ichael J. Daley has 
been nam ed vice president o f sales for O ver-
land Transportation. He had been vice presi-
dent, carrier m anagem ent, for GE Capital 
Transportation in Atlanta.

VIKING FREIGHT. Alan J.M eluskey has 
been appointed vice president o f finance and 
administration at Viking Freight, a recently 
acquired unit o f FDX Corp., whose largest 
subsidiary is Federal Express. Meluskey was 
managing director, controller and treasurer 
for Federal Express Canada Ltd.
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The S o v e r ig n  M a e rs k , one of the latest of Maersk’s 6,600-TEU vessels, 
dwarfs feeder vessels docked at the Port of Gothenburg.

Ports face 6,000-TEU question
Which ports should make the investment to handle the huge 

new ships? Should carriers run their own terminals?

B y  R o b e r t  M o t t l e y  a n d  C h r i s  G i l l i s

A s ship lines have form ed alliances, 
they ’ve dram atically  im proved the 
efficiency o f their ship and inland 

operations. Now  carriers are turning atten-
tion to a m ore d ifficult challenge —  ports.

The spread o f carrier alliances and con-
sortia has confronted ports w ith problem s 
com parable to the ones that ports faced two 
decades ago, w hen containerization sud-
denly m ade m any breakbulk term inals ob-
solete.

M ulticarrier alliances, huge ships and 
relentless pressures for econom ies o f scale 
are forcing ports to acquire new property, 
buy expensive equipm ent, and m ake tough 
decisions on the kinds o f services they will 
provide.

M aersk and P& O  N edlloyd now  operate 
ships that can carry m ore than 6,000 TEU s

—  a capacity  unthinkable ju s t a few  years 
ago. Several other carriers have ships nearly 
as large, and there’s talk o f  8,000-TEU  
behem oths in the future. N ot all ports can 
handle these ships, w hich are designed to 
shuttle betw een a handful o f m ajor hubs. 

W here does that leave the o ther ports? 
“A port d irector w ho doesn ’t try to  an-

sw er that now , w hile th ere ’s still tim e, is 
asking for m assive headaches in the fu -
tu re ,” said Paul D eM ariano, president and 
ch ie f executive o f the Port o f Philadelphia 
and Cam den.

Philadelphia w as one o f seven U .S. and 
C anadian E ast C oast ports w hich alliance 
partners M aersk  and Sea-Land recently  
asked for proposals for huge container- 
handling facilities

D eM ariano said the M aersk/Sea-Land

request “ is the first in a series o f wake-up 
calls m ade by new  carrier alignm ents that 
is going, frankly, to pitch the East Coast of 
the U .S., if  not both coasts, into a final 
shakeout o f w hich ports are going to be 
load centers and w hich are going to be 
feeder ports.”

Niche Players. O ther port executives 
agree that the current trends w ill reshape 
their business.

“The first 6 ,000-TEU  ships we see today 
are ju s t a start,” said D avid Bellefontaine, 
p resident and ch ie f executive officer o f the 
Port o f H alifax. “M any m ore are going to 
follow  that —  m aybe even larger ones.

“ D ow n the road, in three to five years, if 
you can ’t handle that size, yo u ’re going to 
w ind up in the niche m arket w ith niche 
p la y e r s  o p e ra t in g  s m a lle r  s h ip s ,” 
B ellefontaine said.

But m any industry officials say the rise 
o f load centers w on’t m ean extinction for 
o ther ports.

“I never believed th ere ’s a hard and fast 
rule that you have to be either a load center 
or a feeder po rt,” D eM ariano said.

“The trend tow ard m ega-ships, while o f 
great significance, w ill not elim inate other 
p o r ts ,” sa id  J. R o b ert 
Bray, executive director 
o f the V irg in ia Port A u-
thority. “There w ill be a 
num ber o f sm aller carri-
e rs  n o t h a v in g  th o se  
6 ,0 0 0 -p lu s-T E U  sh ips.
Ports that can serve them  
w ill continue to do well.
A  lot o f the sm aller carriers, in fact, will 
w ant to go to a port w here they are the big 
gam e in tow n.”

“W hile it is true that cargo is m oving to 
larger and larger vessels, not all cargo is 
going on the largest o f vessels,” said Lillian 
B orrone, director o f  port developm ent for 
the Port A uthority  o f N ew  Y ork and New 
Jersey. “T here w ill be plenty o f 2,500-

“In three to five years, 
if  you can’t handle that 

size, you’re going to wind 
up in the niche market 

with niche players 
operating smaller ships.”

David Bellefontaine
president & CEO,
Port of Halifax

Bray
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4,500-TEU  vessels. “
“Each port has its own hinterland, and 

serves its ow n region,” she said. “That 
doesn’t m ake it a feeder port. N ot every 
port can be a hub port, but those that aren ’t 
w o n ’t n e c e s s a r i ly  be 
regulated to feeder sta-
tus.”

“How do you define a 
lo a d  c e n te r  v e rs u s  a 
feeder port? T h e re ’s a 
gray area in betw een ,” 
said Tay Y oshitani, w ho 
recently resigned as ex -
ecutive director o f the M aryland Port A d-
m inistration to becom e deputy d irector at 
O akland.

“I think that ports will service large 
vessels and continue to handle sm aller ves-

sels. Y ou can ’t really  bifurcate the busi-
ness.” Y oshitani said.

Water, Land. C arrier alliances and big-
ger ships have forced ports to seek w ays to 
obtain m ore land and deeper water.

The Port o f  New Y ork and New Jersey 
has been trying to deepen its 40-foot chan- 
n e ls  to  a c c o m m o d a te  4 5 - fo o t 
containerships. Some carriers have diverted 
business to H alifax because o f the C ana-
dian p o rt’s ability to handle larger ships.

M eanw hile, the adjacent ports o f Long 
Beach and Los A ngeles are desperately 
trying to put together parcels o f land to 
accom m odate carrier dem ands fo r term i-
nals w ith up to several hundred acres o f 
contiguous space.

Los A ngeles/Long Beach, the largest

U.S. container-handling port com plex, has 
plenty o f deep w ater but is scram bling for 
land to  keep up w ith rapid grow th o f trans-
pacific trade.

L ong B each recently  w on U.S. Navy 
approval for redevelopm ent o f the form er 
Long Beach naval base into a container 
term inal for C hina O cean Shipping Co.

The m ove o f  CO SC O  to the new  term i-
nal is expected  to set o ff a chain reaction o f 
land transfers at term inals used by other 
carriers at L ong B each and Los A ngeles.

Som e o f  the shifts in term inal sites re-
sult from  a shuffling o f  alliance partners. If  
partners in a consortium  or space-sharing 
agreem ent can ’t operate from  the same 
term inal, they can incur expenses for 
dray ing containers back and forth betw een 
their separate facilities.

Barrone

Sea-Land, Maersk put ports on spot
Carriers shop fo r  megaport on East Coast o f  North America.

NEW  YORK
Port directors from  H alifax to N orfolk 

have been scratching their heads over a 
recent request by M aersk and Sea-Land 
for “a m ajor interm odal container term i-
nal.”

The big carriers asked seven ports to 
offer proposals by this sum m er for a 
term inal w ith that could handle 550,000 
container lifts a year. The carriers offered 
a long checklist o f requested facilities, 
including 6,000 contiguous feet o f berth 
and 16 cranes big enough to reach across 
ships too w ide to transit the Panam a C a-
nal.

N one o f the ports that were questioned 
— Norfolk; Baltimore; Philadelphia; New 
Y ork/N ew  Jersey; Q uonset Point, R.I.; 
Boston; and H alifax —  has those facili-
ties in place.

“That checkoff is ju s t not realistic ,” 
said Paul D eM ariano, ch ief executive o f 
the Port o f Philadelphia and Cam den. “I 
do n ’t know  w ho devised it, but that per-
son should be hanged.”

“ You should take Sea-L and’s request 
for services seriously, but no t that rid icu-
lous shopping list, w hich is im practical 
and ill-conceived. N o doubt they w ant as 
m uch o f it as they can get.”

T he M aersk /S ea-L and  request was 
w idely view ed as at least partly a negoti-
ating ploy in renew al o f the lines’ soon- 
to-expire leases in New York/N ew  Jersey.

Sea-L and’s lease w ith the Port A u-
thority o f N ew  Y ork and N ew  Jersey for 
the carrier’s 254-acre PortN ew ark-E liza-

beth  term inal expires in O ctober 1999. 
M aersk ’s contract for its 153-acre term i-
nal nearby expires in N ovem ber o f 2000.

Together, the tw o carriers handle nearly 
half o f the 1.4 m illion containers that pass 
each year through N ew  Y ork/New  Jersey.

“That checkoff is just not 
realistic. I  don’t know who 
devised it, but that person 

should be hanged
Paul DeMariano
CEO,
Port of Philadelphia 
& Camden

Each carrier has been paying an annual 
flat rent o f about $10 m illion since the 
m id -1970s. The port authority, w hich has 
not raised  M aersk and Sea-L and’s rents 
in that period o f tim e, currently w rites 
leases for tw ice the am ount that they are 
paying.

H alifax and N orfolk are considered 
virtually the only candidates w ith a seri-
ous chance o f w ooing M aersk and Sea- 
Land from  N ew  Y ork/N ew  Jersey.

Som e ocean carriers already call at 
H alifax and N orfolk to load and d is-
charge M idw est cargoes that N ew  Y ork/ 
N ew  Jersey w ould love to  have.

Skeptics note that if M aersk and Sea-

Land sited their mega-term inal in Halifax 
or N orfolk, they w ould have to pay pro-
hibitively high rehandling costs to get 
cargo to the big New Y ork consum er 
market.

"The bottom  line is that you’ve got to 
get the ship as close to  the bulk o f the 
m arket,” said C hris R agucci, m anager of 
the H ow land H ook M arine Term inal on 
Staten Island in N ew  York. “The w hole 
thing is ju s t a high-stakes gam e o f  poker.”

W hatever the outcom e, M aersk and 
Sea-Land have taken m ore than a few  hits. 
Rep. R obert M enendez, D-N.J., criticized 
the carriers’ im plied threat to reduce their 
New Y ork/N ew  Jersey operations.

“ I can understand if they 're  having 
negotiating problem s w ith the port au-
thority, but I ’ve used a lot o f political 
capital to get the adm inistration engaged, 
and I resent them  blam ing infrastructure 
for giving them  pause and w anting to go 
elsew here,” M enendez said.

“M aersk and Sea-Land are aw are of 
the facilities available up and dow n the 
coast,” said Tay Y oshitani, B altim ore’s 
departing port director. “They know  that 
all o f that can ’t be handled in one port. 
W e all recognize it, and they know  it. So 
w hat to do? B altim ore w ill propose to 
handle w hat it can. It doesn ’t m ake any 
sense to put in a bid for w hat we can ’t do .”

“W e ’ll give them  an option  to w ork 
w ith us on one or tw o o f the services. 
Each port is probably looking at it that 
w ay. It could be handled by breaking it 
up,” Y oshitani said.
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T h e o d o r e  P r i n c e

“Carriers should get out 
of the business 

of managing terminals. 
They can no longer afford 
to feed these monsters.”

Besides the dem ands for land and water, 
the big ships im pose new  dem ands on 
interm odal connections.

“To avoid problems routinely faced when 
unloading a 6,000-TEU  ship, you need to 
be able to handle at least a m ile-long unit 
train ,” said the V irginia Port A u thority ’s 
Bray.

“Interstate highw ay access is also cru-
cial for trucking links,” Bray said. “You 
can ’t have trucks grinding through city 
streets for an hour before they reach an 
interstate.”

C arrie rs ’ Role. T h eo d o re  P rin ce , 
form er ch ief operating officer o f  “K ” Line 
A m erica, said ports could becom e m ore 
efficient if  all carriers d idn ’t insist on run -
ning their own term inals.

“In m y view , carriers should get out o f 
the business o f m anaging term inals. They 
can no longer afford to feed these m on-
sters,” Prince said.

In the m id-1980s, he said, it becam e 
“fashionable” for ocean carriers to set up 
their own term inals.

“This trend was largely driven by egos,” 
Prince said. “Ego still w hips on m any car-
riers to m aintain these m oney-losing op-
erations.”

“C arrier-ow ned term inals once m ade a 
lot o f money from sm aller carriers,” Prince 
said, “but w ith so m any o f them  around 
now, the sm aller carriers have played the 
carrier-ow ned term inals against each other 
and brought dow n rates.”

Prince said m any carriers w ould be bet-
ter o ff hiring specialist term inal operators 
instead o f trying to do it them selves.

Bray offered a sim ilar view . “C arriers 
should focus on vessel operations and car-
rying cargo,” he said. “W hen carriers get 
involved in everything you can possibly 
im agine, som ething is going to go begging

... M y ow n thinking is a carrier cannot do 
everything from A to Z .”

Y oshitani, how ever, said that “ports typi-
cally d o n ’t have the expertise to operate 
large container term inals. Sm all ports can 
do it, barely. Larger ports d o n ’t roll up their 
sleeves and try to be an operator because it 
doesn’t m ake a lot o f  sense, and I d o n ’t 
think th a t’s going to be a trend .”

Y oshitani said the question o f w hether 
carriers should operate their ow n term inals 
is “ a real tough one.”

“I t’s tough because o f the carriers’ alli-
ances being created,” he said. “I think i t ’s 
going to be difficult to have a term inal 
operator aligned w ith only one carrier. A n-
other carrier w ithout a direct link to a term i-
nal is going to feel slighted or shafted if  he 
to unload at another carrier’s term inal.”

“I d o n ’t think carriers should get out of 
the term inal business,” said B ellefontaine 
in Halifax.

“The carriers have to find the m ost eco-
nom ical w ay o f handling their boxes,” he 
said. “ If the m ost econom ic w ay is for them

to be the term inal operator, perhaps leasing 
the prem ises from the port authority, tha t’s 
fine. In the U.S. a lot o f ports ow n their own 
term inals. In Canada, w e do not. W e are 
landlords, leasing term inals to the private 
sector, w hich then nego-
tiate contracts w ith carri-
ers. W e take pains, o f 
course, to  see that the 
people w ho get the space 
are able to handle it.”

N ew  Y o rk /N e w  I 
J e r s e y ’s B o rrone  said  _ 
th e re 's  no hard and fast Yoshitani 
rule about w hether carriers should run their 
ow n term inals.

“Each steam ship line m akes its own 
decision as to w hat i t ’s best at doing,” she 
said. “If  its business is vertically integrated, 
and includes term inals, and if  the carrier 
invests w hat is needed to run a top-notch 
operation, then I say that a carrier should 
absolutely run its term inal. On the other 
hand, if they can 't do it right, they should 
let a another party  handle it.”

Alliances bring BLG, Eurokai together
BREM EN

Tw o G erm an term inal operators —  
B rem er Lagerhaus-G esellschaft A G  & 
Co. and H am burg-based Eurokai —  re-
cently decided to bury a longtim e rivalry 
betw een them selves by form ing a jo in t- 
venture operation.

“W e saw how alliances betw een ocean 
carriers helped them . N ow  w e are apply-
ing this concept to our term inal opera-
tions,” said Em anuel Schiffer, a m em ber 
o f B L G ’s executive board.

The jo in t venture firm , yet to be named, 
w ill be one o f  the largest and m ost di-
verse ocean cargo term inal operators in 
G erm any, handling containerized goods, 
fruit, autos, and bulk shipm ents. The 
term inals are expected to have a com -
bined volum e of nearly 3 m illion TEU s a 
year.

“C arriers w ill have the choice to use 
B rem erhaven, B rem en, o r H am burg, ac-
cording to their needs,” Schiffer said.

N ew  m anagem ent w ill be set up, and 
the nam es o f both form er com panies are 
likely to be changed by January 1999.

BLG  and Eurokai already have m atch-
ing inform ation system s in place, which 
should help in the transition o f becom ing 
a single com pany.

“R ight now, w e ’re in the fact-finding 
stages,” Schiffer said. “A fter tha t’s ac-
com plished, then w e’ll know  how  to p ro-
ceed.”

Both com panies have invested signifi-
cant am ounts o f m oney in their terminal 
operations in recent years.

“W e’ve been sim ply forced to grow in 
this m arket as a term inal operator. W e 
need to accom m odate new er and larger 
ships,” said O liver Jelsch, general m an-
ager o f North A m erica for BLG. “If we 
don’t do it, w e’ll be left out o f the m ar-
ket.”

The com panies have also started to 
com bine rail volum es to the European 
hinterland. Rail cars leaving Bremen and 
H am burg m eet in H anover to  form  one 
inbound block train. This m ethod has 
been particularly helpful in making worth-
while both compan ies ’ handl ing o f freight 
bound for E astern Europe.

“W e can ’t create block trains to Vienna, 
Prague or W arsaw  alone from  B rem en,” 
said B engt van Beuingen, a spokesman 
for BLG.

A num ber o f large shippers have moved 
into the environs o f B rem en and H am -
burg in recent years, among them Minolta, 
Kia, and coffee roaster Eduscho. BLG 
and Eurokai also have shares in terminal 
operations at La Spazia and Gio Tauro, 
but these are sm all com pared to their 
hom e ports in northern Germ any.

“It is a hell o f a job  to bring this all 
together,” Schiffer said. “Then, w e’ll 
think about the future, w hich may be 
outside o f Europe.” ■
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Lunetta, Harrington, 
Grigsby indicted 
in Miami
M IAM I

A federal indictm ent accuses form er M i-
ami port director C arm en Lunetta, steve-
doring executive N eal H arring ton  and 
businessm an Calvin G rigsby of em bezzle-
ment and other charges. A ll three have 
pleaded not guilty.

Lunetta, who resigned last year am id 
reports o f financial irregularities at the port, 
was charged with nine counts o f conspiracy 
to em bezzle port funds and m oney launder-
ing.

G rigsby, a San Francisco businessm an 
who owns the com pany that has operated 
M iami ’ s container cranes, was charged with 
eight counts o f em bezzlem ent and money 
laundering.

H arrington was charged w ith a single 
count o f em bezzlem ent and theft. Besides 
heading H arrington & Sons stevedores, 
Harrington was a director o f Continental 
Stevedoring & Term inals, a contractor that 
rented cranes from  Fiscal O perations, the 
firm  that operated M iam i’s cranes. ■

Long Beach to proceed 
with COSCO terminal
LONG BEACH, Calif.

The Port o f Long Beach says it will 
proceed with plans to develop a container 
terminal for China Ocean Shipping Co. at a 
defunct U.S. Navy base. Construction could 
begin as early as this fall.

The Navy approved the return to the port 
o f the property that houses the form er Long 
Beach Navy Station and N aval Shipyard.

The p o rt’s plans to develop a container 
terminal at the site for COSCO  ran into

opposition from  local historic-preservation 
groups and from  conservative politicians 
who criticized use o f the form er N avy base 
by a Chinese carrier.

The political opposition rem ains, al-
though port officials note that COSCO  has 
been calling at Long Beach and other U.S. 
ports w ithout problem s for m ore than 15 
years.

H owever, the port recently  reached an 
accom m odation w ith the preservationists 
that w ould allow construction to proceed 
follow ing the N avy’s transfer o f the prop-
erty.

COSCO  now shares term inal facilities 
w ith other carriers, but wants its own term i-
nal.

Lease o f the new  term inal by CO SC O  is 
expected to set off a chain reaction o f shifts 
by other carriers seeking m ore land on 
w hich to expand their their container-han-
dling facilities. ■

Brazilian port 
privatization delayed
RIO  DE JA N E IR O

B razilian officials have announced a 
three-m onth delay in the aw ard o f a conces-
sion for private operation o f the Sepetiba 
port term inal near R io de Jam eiro.

The decision had been scheduled for 
June 8 but has been pushed back to  Sept. 3, 
according to the port authority for R io de 
Janeiro and Sepetiba. B razilian officials 
said they hoped the delay w ould bring for-
ward additional bidders.

The Brazilian governm ent has spent more 
than $200 m illion during the last 18 months 
to  develop Sepetiba, w hich prev iously  
handled m ostly bulk cargo, into a container 
terminal. ■

SSA to open CFS 
at Charleston
CH A R LE STO N , S.C.

A container freight station em ploying In-
ternational Longshorem en’s Association la-
bor w ill be opened next m onth in the Port o f 
C harleston by S tevedoring  Services o f 
America.

M ost CFS w ork is done by non-union 
labor. The cost o f ILA labor at Charleston 
will be subsidized by a program  operated 
by the union and the C arriers’ C ontainer 
Council, whose m em bers em ploy ILA  la-
bor.

Charleston is the latest o f several subsi-
dized CFS stations that the ILA and its 
em ployers have established under provi-
sions of their contract. ■

In brief . . .

PANAMA CANAL DRAFT LIMITS.
The Panam a Canal Com m ission’s adminis-
trator, Alberto Aleman, says canal draft re-
strictions are expected to end in September. 
Aleman said at a shipping conference in 
Greece that heavier-than-expected rains in 
April had partially replenished the watershed 
that feeds the canal’s locks. Drought caused 
by the El Nino weather pattern forced draft 
limits, normally 39.5 feet, to be cut to 35.5 
feet in April. Draft limits have been raised 
since then.

FREEPORT EXPANSION. The Freeport 
Container Port in the Bahamas plans to add 
1,200 square feet o f berth space, three post- 
Panamax cranes and 12 straddle carriers dur-
ing a second phase of its expansion. The 
project, scheduled for completion in August 
1999, will give the transshipment port a total 
of three berths, seven post-Panamax cranes 
and 22 straddle carriers. Annual capacity will 
increase to 950,000 TEUs from the current
560,000.

BALBOA CRANES. Panam a Ports Co., 
a subsidiary o f H utchison Port Holdings, 
has ordered three post-Panam ax cranes for 
a new  container term inal at Balboa. The 
cranes w ill be built by H yundai Heavy 
Industries. The new terminal will be opened 
in stages, beginning in the third quarter o f 
next year. W hen com plete, Panam a Ports 
will be able to handle a total o f 900,000 
TEU s a year at Balboa and at Cristobal, its 
port on the A tlantic end o f the Panam a 
Canal.

Y O SH IT A N I TO O A K L AN D . T ay
Yoshitani, executive director o f the M ary-
land Port A dm inistration since 1995, will 
resign July 31 to becom e deputy executive 
director o f the Port o f Oakland. Before 
heading the Port o f Baltim ore, Y oshitani 
spent six years as deputy executive director 
o f the Port o f Los Angeles.

CERES TERMINALS. Patrick McBrearty 
has been named vice president o f Ceres, the 
W eekawken, N .J.-based stevedore and ter-
minal operator with operations on the U.S. 
East and G ulf coasts, M ontreal and Halifax in 
Canada; and in Amsterdam, Odessa and 
Moscow. McBrearty was with Hecny Trans-
portation (Canada) Ltd.
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Delta, Swisscargo begin cargo alliance

Delta A ir Cargo and Sw isscargo have launched the first phase o f 
their planned global cargo alliance in Zurich w ith jo in t pricing and 

m arketing o f services betw een Sw itzerland 
and North Am erica.

The carriers said the alliance, announced in 
April, will be fully operational by the end of 
next year.

Delta and Sw isscargo will m arket their com bined netw orks as a 
single entity, including coordination o f product design, pricing, 
sales and distribution. The carriers w ill retain  individual brand 
names and independent control over legal and financial aspects, 
though a “comm on um brella b rand” is envisaged at later

Switzerland/Antwerp shuttle train starts

Intercontainer-Interfrigo has begun a daily interm odal shuttle 
train betw een Sw itzerland and Antwerp.

The new train w ill operate M onday through Friday in both 
directions. It w ill connect the A ntw erp C irkledyck term inal and the 
Basel CFF and Zurich HB term inals in Sw itzerland.

The shuttle trains, each w ith a capacity o f 75 TEU s, w ill carry 
containers and domestic European “sw apbodies.”

Sigma/Eurolink adds Baltic sailings

Sigma Line/Eurolink has increased the number o f sailings by its 
multipurpose-vessel service between Rotterdam and St. Petersburg.

The service, w hich has operated once or tw ice a m onth, w ill be 
upgraded to three or four times a m onth, beginning in June. Transit 
time is four or five days.

Grand Alliance to revise PAX service

The Grand A lliance —  H apag-Lloyd, NYK, OOCL, P&O 
N edlloyd and M alaysia International Shipping Corp. —  will 

revise its PAX “pendulum ” service linking 
A sia, N orth A m erica and Europe.

The service w ill add a call on the A tlantic 
end o f the Panam a Canal to  provide a relay 
w ith Latin A m erican services, but w ill drop 

eastbound calls at Y okoham a and Los A ngeles.
The new  port rotation w ill be K aohsiung, H ong, K ong, K obe, 

Nagoya, Seattle, O akland, A tlantic port in Panam a, Savannah, 
Norfolk, New York, Halifax, A ntw erp, Tham esport, Brem erhaven, 
Rotterdam , H alifax, New York, N orfolk, Savannah, A tlantic port 
in Panam a, Los A ngeles, O akland, Y okoham a, K obe, Kaohsiung.

New World revises transpacific schedule

The New W orld A lliance —  APL, H yundai and M itsui O .S.K. 
Lines —  has sw itched the first U.S. port o f call on its PS 1 service 
to Seattle from  congested Los A ngeles.

The carriers said the schedule change will provide port-to-port 
transit tim es to Seattle o f 10 days from  K aohsiung, 11 from  Hong 
Kong and 15 from Singapore.

Los A ngeles w ill be last outbound call from  the U.S. on the 
service, which will have transit tim es o f 10 days to Y okoham a and 
13 days to Hong Kong.

The new port rotation w ill be Seattle (Friday arrival/Sunday

sailing). Los A ngeles (T uesday/T hursday), Y okoham a (Sunday/ 
Sunday), H ong K ong (W ednesday/Sunday), Y antian (Thursday/ 
F riday), S ingapore (M onday/M onday), Port K elang (Tuesday/ 
Tuesday), S ingapore (W ednesday/T hursday), Y antian (Saturday/ 
Sunday), H ong Kong (Sunday/M onday), K aohsiung (Tuesday/ 
Tuesday), and Seattle.

Maersk/Sea-Land extend Panama Canal route

M aersk and Sea-Land have extended their jo in t Asia/U.S. W est 
C oast container link to the U.S. E ast Coast and Panama.

Instead o f turning transpacific vessels around at Long Beach, the 
carriers w ill send vessels o f their “TP-2” w eekly Pacific service 
through the Panam a Canal to Charleston.

In N orth A m erica, ships arriving from  A sia w ill call at Long 
Beach; M anzanillo, Panam a; Freeport, Baham as; Miami; Charles-
ton; San Juan; M anzanillo; and Long B each before sailing to Asia.

The A sian port rotation rem ains unchanged, as does the weekly 
frequency. M aersk and Sea-Land have added four containerships 
to the previous six to accom m odate the extended route.

M aersk said the change was required by a  shortage of capacity 
in  its A sia/U .S. E ast C oast all-w ater services as a  result o f draft 
restrictions in the Panam a Canal. The lines’ overall w eekly capac-
ity w on ’t change.

Evergreen adjusts transpacific services

Evergreen has dropped Busan and added K eelung to a transpa-
cific route linking Hong Kong and the U.S. W est Coast.

The service’s port rotation now is Kaohsiung, Keelung, Hong 
Kong, Los Angeles, Portland. Tokyo, Shimizu, Nagoya, Kaohsiung.

The carrier said its K orea/U .S. traffic w ill be accom m odated on 
E vergreen’s weekly round-the-w orld eastbound service, where the 
line is deploying 4 ,229-TEU  ships to replace vessels o f 2,728-TEU 
and 3,428-TEU  capacity.
Evergreen said the change will provide more capacity from Hong 

Kong and T aiw an to Los A ngeles and will reduce transit times 
betw een Hong K ong and Los A ngeles from  17 days to 14 days The 
K eelung/Los A ngeles transit tim e w ill be 17 days.

E vergreen also said the extra call at K eelung w ill relieve 
pressure on the carrie r’s K aohsiung term inal, w hich last year 
handled  1.25 m illion TEU s. A second K aohsiung term inal is 
being built, with one berth scheduled to open next A pril and two 
m ore in 2000.

Columbus moves two ships to transpacific

Colum bus Line has shifted tw o vessels to restore the weekly 
schedule o f its service betw een the U.S. W est Coast and A ustralia 
and N ew  Zealand.

That service was disrupted by port labor disputes in Australia 
and by the refusal o f U.S. longshorem en to unload the Columbus 
Canada, a  ship carrying cargo loaded by non-union A ustralian 
dockw orkers.

Colum bus said it had already decided to redeploy the Columbus 
Queensland into the W est C oast service, and that the Columbus 
Victoria, w hich had been in drydock, was returned to the W est 
Coast to fill the gap left by the Columbus Canada.

The Columbus Canada had been idled at Los Angeles after the 
International Longshore and W arehouse U nion refused to w ork the 
ship.
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A fter the Columbus Canada returned to service, Colum bus 
added a weekly call at San Francisco to provide an alternative to 
congestion in southern California ports.

The additional call was part o f a series o f changes in the carrier’s 
transpacific schedule. N orthbound, the service will call on alternat-
ing weeks at Sava, Fiji, and Papeete, Tahiti. Southbound, service 
will be increased to Fiji.

Z im , H yundai c o n tin u e  to  c o o p e ra te

Zim and Flyundai plan to continue som e form  o f cooperation in 
the transpacific trade after their current slot-exchange agreem ent in 
the trade expires at the end o f June.

A  spokesm an for Zim  in Haifa, Israel, said the carriers will 
continue to cooperate w ithin a different kind o f agreem ent.

Z im  and H yundai started to exchange space in the Pacific last 
June, but H yundai later decided to jo in  A PL-N O L and M itsui 
O.S.K. Lines in the N ew  W orld A lliance grouping.

C o n tsh ip  ad ds sh ip  to  R TW  s e rv ic e

Contship Containerlines has added another ship to the round- 
the-world service it operates w ith CGM /M arfret.

The lines operate a total o f eight 2,200-TEU  ships on the service, 
w ith Contship providing seven. Each line operates four o f the 
vessels, w hich operate on a 10-day frequency.

The service calls directly at Tilbury, Rotterdam , D unkerque, Le 
Havre, New York, N orfolk, Charleston, Panam a Canal, Papeete, 
A uckland, N oum ea and D iniam bo, Brisbane, Sydney, M elbourne, 
Jakarta, Singapore, Colom bo, Suez Canal. Port Said, La Spezia, 
M arseilles and Tilbury.

TW RA adjusts fuel, currency surcharges

The Transpacific W estbound Rate A greem ent has adjusted its 
fuel and currency surcharges.

The TW RA  cited low er fuel prices, further w eakening o f the 
Japanese yen against the U.S. dollar, and the relative appreciation 
o f other Asian currencies.

For the quarter beginning July 1, the T W R A ’s fuel surcharge 
w ill be cut from  U S$80 to $40 per 40- or 45-foot container; from 
$64 to $32 per 20-footer; from $40 to $20 per autom obile; from  $8 
to $4 per 1,000 board feet o f lumber; and from  $4 to $2 per revenue 
ton for other cargo.

Currency surcharges to Japan will drop from  35 percent to 33 
percent, but w ill rise from 4 percent to 5 percent to Taiw an and from 
9 percent to 11 percent to Singapore.

H yundai exp an d s  U .S . s e rv ic e s  to  M id e a s t

H yundai will extend its transpacific service to the M ideast ports 
o f D am m am  and Dubai.

The new  service, to be operated jo intly  
with W an Hai, will use six 2,200-TEU  ves-
sels operating betw een K orea and the M id-
east. Transpacific cargo to and from  the U.S. 

w ill be relayed at Singapore.

Lloyd T riestino , SGL upgrades M ed  serv ice

Lloyd Triestino and SCL (Safm arine and CM BT Lines) have 
upgraded their M editerranean/W est A frica 
service to weekly.

The service uses four 1,100-TEU ships, 
w ith L loyd Triestino and SCL each provid-
ing two.

The carriers recently announced a sim ilar upgrading o f their 
jo in t service betw een the M editerranean and southern Africa

C olum bus upg rades South A m erica  serv ice

C olum bus Line has revised its U .S./South A m erican service to 
provide w eekly calls at Baltim ore and to shorten transit times.

The carrier said its transit tim es from M i-
ami t have been cut to 11 days to R io de 
Janeiro, 12 to Santos, 16 to B uenos A ires and 
17 to R io G rande.

C olum bus also now  has weekly feeder 
service to M ontevideo via Buenos A ires. The line had served the 
U ruguayan port every tw o weeks.

C on tinen ta l adds N ew ark /S a n tiag o  nonstop

Continental A irlines has launched a nonstop daily service be-
tw een N ewark, N .J., and Santiago, Chile.

The new service will use a w idebody D C -10-30 passenger plane, 
and give Continental a total o f 16 Latin A m erican cities served 
from  Newark.

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 W orld W ide W eb

American Shipper www.tradecompass.com/asplus 
A&M Independent Line www.am-shipping.com 

A.N. Deringer www.anderinger.com 
Atlantic Container Line www.ACLcargo.com 

AES Development Team-U.S. Customs 
www.customs.ustreas.gov/AES 

America West Airlines www.americawest.com 
American President Lines www.apl.com 

Associated Transport www.atlexpress.com 
BLG Bremer Lagerhaus-Gesellschaft www.blg.de 
Council of Logistics Management www.clm l org 
Crowley American Transport www.crowley.com 

Empresa De Navegaceo Alianca 
www.alianca.com.br 

Evergreen America Corp. 
www.evergreen-america.com 

Global Trade Information Services www.gtis.com/gti 
Hapag Lloyd www.hapag-lloyd.com 

“K” Line www.k-line.com 
Maersk Line www.maerskline.com 

Maryland Port Administration www.mpa.state.md.us 
Matson Navigation www.matson.com 

MTB Bank www.bankmtb.com 
Nippon Express www.nipponexpressusa.com 

Oceanwide Marine Network www.oceanwide.com 
OOCL (USA) Inc. www.oocl.com 

Port Authority of New York/New Jersey 
www.panynj.gov 

Port Everglades Authority 
www.co.broward.fi.us/port.htm 

Port of Hamburg (HHLA) www.port-of-hamburg.com 
Rogers & Brown www.rogers-brown.com 

Zim American Israeli Shipping www.zim.co.il

Caribbean 
& South 
America
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T ra nsp o r t a t io n  T re n d s C o m p i l e d  b y  American Shipper

The A sian econom ic crisis has continued to put 
downward pressure on export volum es from  U.S. 
W est Coast ports. Long B each reported a 13- 
percent dip in outbound loaded container volum es 
for the first two months o f 1998, while Los Angeles 
reported a 10-percent drop in w estbound traffic 
compared to year-earlier figures. Both ports said 
imports had increased substantially.

H ardest hit o f the W est C oast ports was Seattle, 
which reported a 25-percent slum p in outbound 
loaded container traffic during January and Febru-
ary. Im ports at Seattle grew  by 37 percent.

Asian ports are also feeling the effects o f the ongo-
ing economic problems. Import and export volumes at 
the port o f Hong Kong, for example, remained stag-
nant during the first two months of 1998.

In contrast to the m aritim e sector, air-cargo vol-
umes handled by airports in A sia during the first two 
months o f 1998 increased 2.9 percent, though some 
airports in the region reported negative growth.

T okyo’s N arita airport said volum es had dropped 
1.2 percent below last year’s figures for January and 
February. The situation was even w orse at South 
K orea’s Seoul airport, which said air-cargo vol-
umes were dow n 5.6 percent.

Air cargo

(In 1,000 metric tons* V o lu m e % c h g e
Jan-Feb ’98) fro m '97
Asia-Pacific 1,984 2.9
North America 4,355 5.3
Europe 1,678 4.3
Mideast 337 7.2
Latin America/Caribbean 190 -0.5
Africa 52 7.7
Total World* 8,956 4.5

TOP 10 AIRPORTS
(In 1,000 metric tons* V o lu m e % c h g e
Jan-Feb ’98) fro m ’97
Memphis 364 8.0
Miami 283 6.9
Los Angeles 280 2.2
Tokyo Narita 247 -1.2
Flong Kong Kai Tak 242 3.7
New York J.F.K. 241 0.4
Louisville 221 1.0
Chicago 216 11.2
Frankfurt 213 -5.5
Seoul 211 -5.6

So u rc e : Airports Council International.
loaded  and unloaded freight and mail

Intermodal/rail volume
Class 1 U.S. railroads

(Jan-May 1998 —  21 weeks ending May 30)

(In loads) V o lu m e % c h g e  '97
Containers 2,148,573 3.6
Trailers 1,331,602 -2.5
Total tra f f ic 3,480 ,175 1.3

So u rc e : Association of American Railroads.

Ports’ containerized export/import trends

Re g io n / Por t

ASIA

(in 1,000 loaded TEUs)

Perio d O u t b o u n d % c h g e  
from ’97

Inb ound % ch g e  
from ’97

Flong Kong Jan-Feb '98 854 0 720 1

a v e ra g e gro w th ra t e o f p o r ts list e d 0 1

N ORT H A M ERIC A
Long Beach Jan-March '98 238 -13 445 18.5
Los Angeles Jan-March '98 204 -10 370 16
Tacoma* Jan-Feb ’98 42 -8 55 21
Seattle* Jan-March '98 97 -25 120 37
NY/NJ* Jan-March '98 175 14 277 16
Charleston Jan-March ’98 148 9 115 26
Savannah Jan-March ’98 79 -5 61 27
Montreal** Jan-March ’98 112 7 105 7
Vancouver B.C. Jan-Feb ’98 n/a 0 n/a 0
a v e ra g e growth rat e o f p o r ts list e d -3 19

E U R O P E
Rotterdam Jan-March ’98 604 7 617 14
Antwerp Jan-March ’98 333 16 287 17
Hamburg Jan-March ’98 339 7 386 10
Felixstowe Jan-March '98 189 4 255 14
Le Havre Jan-March ’98 134 15 122 13
a v e ra g e growth rat e of p o r ts list e d 9 14

N ote: * Excludes domestic U.S. trade ** Includes empty containers. 

So u rc e : Ports, research by American Shipper.

Ocean freight rates
T R A N SP A C IF IC  (Se a -La n d  a v e ra g e  EB - W B rat e per loa d) Ja n- M arch '98
1st Q '97 $2 ,193
1st Q '98 $2 ,125 . .U:

Changes in Sea-Land’s average per-load rates (% change from ’97)
Pa c i f ic  East b o u n d  -9 P a c i f ic  W est b o u n d  -12

TR A N S A TL A N T IC  (Se a -La n d  a v e ra g e EB - W B rat e per loa d) Ja n- M arch '98

1st Q '97 $2 ,344
1st Q '98 $2 ,235 � ; -
Changes in Sea-Land’s average per-load rates (% change from ’97)
A t la n t ic East b o u n d  -3 A t la n t ic W est b o u n d  -6

A SIA / E U R O PE / A SI A  (Se a -La n d  a v e ra g e  EB - W B rat e per load) Ja n- M arch '98

1st Q '97 $2 ,057 I
1st Q ’98 $2 ,042 1
Changes in Sea-Land’s average per-load rates (% change from '97) 
Eu r . / A sia  East b o u n d  -1 Eu r . / A sia  W est b o u n d  2

S o u rc e : carriers.

Forwarders’ gross revenues
Period (In millions) % c h g e from 

y e a r earlie r
Danzas
Kuhne & Nagel 
BTL Transp. & Logistics 
Circle International 
Expeditors International 
Fritz Companies 
Ocean/MSAS Cargo 
AEI
Panalpina 
BAX Global 

So u r c e s : forwarders.

Jan-Dee ’97 SFr6,910 ($4,830) 13
Jan-Dee ’97 SFr6,243 ($4,370) 21

Jan-March ’98 SKr5,591 ($720) 0
Jan-March ’98 $155 0
Jan-March ’98 $223 14

June '97-Feb ’98 $978 15
Jan-Dec’97 £890($1,486) 7

Jan-March '98 $372 6
Jan-Dee '97 SFr 5,437($3,802) 28

Jan March '98 $402 8
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Regulating Inland Rates; Europe vs. the U.S.
W hen it com es to  sh ipp ing  regu la tion , the w heels o f  g o v e rn -

m en t in  E urope and  the U .S. frequen tly  m ove in  opposite  
d irections. T his is especia lly  true  in the hand ling  o f  in land  rates. 
A m erican  w heels are be ing  greased  w hile  E u rope  is still d eb a t-
ing w hy its ow n  w heels tu rn  poorly .

A t the u rg ing  o f  E u ropean  sh ipper councils , the  E uropean  
C om m ission  con tinues to  ba ttle  ocean  carriers on  in land  rate 
policy.

T he EC  repo rted ly  p roposed  last m on th  to  im pose  fines up to 
10 percen t o f  gross co rpora te  revenues against m em bers o f  the 
T rans-A tlantic C onference A greem ent fo r “abusing” their dom i-
nance o f  the transatlan tic  m arket. A  principal co m p la in t co n -
cerned  jo in t rates on  in term odal m oves to /from  in land  po in ts 
w ith in  Europe.

N ever m ind  tha t at the sam e tim e, EC  o ffic ia ls  are pressu ring  
the sam e carriers to  set up m ore  e ffic ien t jo in t ra il opera tions to 
the in terio r to cu t back  on truck  traffic  and  a ir po llu tion  from  
trucks.

In contrast, the  U .S. F ederal M aritim e C om m ission  last 
m onth  approved  crea tion  o f  the In land  S h ipping  S erv ice  A sso -
ciation  (ISSA ), w hich w ill a llow  ocean  carriers in the U .S ./ 
C aribbean  and  L atin  A m erica  trades to  agree on  un iform  rates 
betw een  iden tical pa irings o f  U .S. in land  po in ts and  ports.

C arriers say IS S A  w as requested  by sh ippers tired  o f  the 
absurd ity  o f  be ing  charged , fo r exam ple, a  U .S. in land  rate  o f  
$300 to M iam i if  the goods m ove on to  C osta  R ica, $315 if  they  
go on to  V enezuela , o r $285 if  they  go  on  to  Panam a.

T he o ld  hodgepodge o f  U .S. in land  rates has been  cum ber-
som e fo r a sh ipper w ho ships fu ll loads to  be b roken  dow n at 
M iam i or o ther U .S. ports and  re loaded  fo r m ultip le  destin a -
tions —  o r w arehoused  a t the port.

The FM C  in itially  had  questions about ISSA , bu t allow ed  the 
ag reem en t to  take effec t a fter sh ippers exp ressed  no  serious 
opposition . T he change appears to  o ffe r advan tages, in co st and

conven ience , fo r sh ippers as w ell as carriers.
IS S A  w ill app ly  on ly  to  U .S. in land  rates. It w ill n o t overlap  

w ith  c a rr ie rs’ ocean  ra tes o r com b ined  o cean /in land  rates.
T he new  ag reem en t seem s to  an tic ipate  rev ision  o f  the 1984 

S h ipp ing  A ct. C urren t law  p roh ib its con ferences from  nego ti-
a ting  ra tes w ith  in land  carriers, bu t th is restric tion  w ou ld  be 
lifted  by  th e  p roposed  sh ipp ing  act refo rm  bill. In the m eantim e, 
F M C  approval o f  IS S A  allow s the con ference  to agree on  the 
in land  rates tha t sh ippers pay  no  m atte r w hat in land  carrier is 
used. Ju s t how  this w ill p lay  ou t is uncerta in , bu t i t ’s som ething 
to  keep  an  ey e  on.

ISSA  should  prove helpful in rea l-life  operations o f  sh ippers 
and  carriers. I f  it w orks as hoped  fo r in the C aribbean /L atin  
A m erican  trades, ex pec t to see it cop ied  in  o th er trades.

Som eth ing  else  to  w atch  is w hether m em bers o f  the new  
in land  con ference  even tua lly  seize the oppo rtun ity  and  expand  
IS S A  to  share  con ta iners and  chassis and  w ork  to ge ther to 
reduce th e ir em p ty -reposition ing  costs.

T h a t’s an  a rea  w here an titru st im m unity  fo r carriers can  
d irec tly  help  sh ippers as w ell as carriers. T he F M C  seem s to 
rea lize  it, even  if  the E C  d o e sn ’t.

IS S A  is a  p rim e exam ple  o f  how  sh ipper/ca rrier coopera tion  
on m atters o f  po licy  creates im m ed ia te  benefits fo r everyone. 
S queaky  w heels get g reased  very  qu ick ly  w hen  there  is consen t 
am ong  all parties concerned . E uropean  sh ippers need  to  be 
rem inded , fo r m any  seem  to have  fo rgo tten  tha t the orig inal 
pu rpose o f  the ir sh ipper councils  (you find  them  in every  
coun try ) w as to bu ild  th is sort o f  cooperation .
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You develop the formula, 
we’ll deliver the solution.

D O C L  u n d e rs ta n d s  y o u  re q u ire  fa s t, e ffic ien t a n d  safe 

ie livery  o f  y o u r  p ro d u c ts . T h a t ’s w h y  o u r  t r a n s p o r t  fo rm u la  

provides th e  b es t so lu tio n s  fo r th e  chem ica l in d u stry .

W e p ro v id e  c o n ta in e r  t r a n s p o r ta t io n  b e tw e e n  all 

m ajo r E u ro p e a n  p o r ts , th e  F a r E as t, th e  

JS A  a n d  C a n a d a  (th ree  w eek ly  serv ices o n  

:ach  ro u te  each  w ay ). O O C L ’s w o rld -w id e

S afety  E n v iro n m e n ta l P ro g ra m m e  d e m o n s tra te s  o u r  h igh  

s ta n d a rd s .

O u r  sch ed u les  a re  t ig h t becau se  y o u rs  a re  -  re s t 

a s su re d  th a t  w ith  O O C L ’s m o d e rn  fleet o f  c o n ta in e r  vessels, 

o u r  n e tw o rk  o f  c o m p u te r- lin k e d  offices a n d  

th e  v e ry  b e s t c u s to m e r serv ice , w e w ill get 

y o u r  g o o d s  th e re  safe ly  a n d  o n  tim e .We take i t  personally

OOCL (USA) INC* TEL: +1 (888) 388 6625. FAX: +1 (888) 688 6625. INTERNET: http://www.oocl.com

http://www.oocl.com


COLON

GROWING YOUR WAY
NEW YORK 

BALTIMORE

SAVANNAH

MIAMI

PUERTO CABELLO

NOW, 
SOUTH AMERIC

RIO DE JANEIRO 

j  SANTOS
r RAO FRANCISCO DO SUL

_  Rio GRANDE 
. MONTEVIDEO 
BUENOS AIRES

E v e r g r e e n  c o m m e n c e s w e e k l y  f i x e d - d a y  se r v ic e  b e t w e e n  N e w  Yo rk , 
B a l t i m o re , Sa v a n n a h , a n d  M ia m i a n d  t h e  So u t h  A m e r ic a  p o r ts o f 
C o l o n , P a n a m a ; P u e r t o  C a b e l l o ,  V e n e z u e la ; t h e  B ra z i l i a n  p o r ts o f  

Rio  d e  Ja n e i r o ,  Sa n t os, Rio  G r a n d e , a n d  Sa o  F r a n c isc o  d o  Su l; 
M o n t e v i d e o , U r u g u a y  a n d  B u e n o s A ir es , A r g e n t i n a . 

Se r v i n g  a l l c o n t a i n e r  c a r g o  w i t h  c o m p e t i t i v e  t r a n si t  t i m es a n d  ra t es.
NEW EVERGREEN ROUTES 

SAME DEPEN DABLE EVERGREEN SERVICE

EV ERG REE N
EVERflR EEN 

DR0UP


