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mments
■  The idea o f  posta l service operators as com petitors in the international logistics 

and transport markets will take tim e to ge t used to.
For several years, industry insiders have predicted that logistics will attract a variety 

of new entrants —  Federal Express, e-com m erce com panies, M icrosoft, SAP and 
myriad third-party operators. Few people thought about postal operators.

Deutsche Post, the German postal service operator, announced in early December a 
$1.1 -billion bid for Danzas, one of the five largest freight forwarding groups in the world.

M any in the industry may still be unaw are that D eutsche Post recently increased its 
stake in the integrated carrier DHL from  2.5 percent to 25 percent. The two other major 
shareholders in D H L are Lufthansa and Japan Airlines.

Evolving from  traditional delivery of packages and letters to the fast-growing 
express parcels and express docum ents sector is a strategy that has been adopted by 
several com panies, including U nited Parcel Service. A nother exam ple has been PTT 
Post, the Dutch postal service com pany, which has taken over the integrator TNT.

But m oving into oceanbom e or air freight seems to be the latest step taken by large 
postal service com panies and, to a  lim ited extent, by the integrators. (Philip D am as)

■  A E I has signed a prelim inary agreem ent to buy space fo r  at least 15,000 TEUs 
a yea r on the h igh-speed FastShip vessels that are p lan ned  fo r  the North Atlantic.

The big forw arder said it will buy the capacity on a take-or-pay basis, m eaning the 
forwarder will pay for the slots if  it can’t fill them.

AEI said the agreem ent’s duration and pricing terms will be confirm ed by next 
spring. The prelim inary agreem ent is conditioned on FastShip building at least three 
ships dedicated to the new service.

FastShip says it plans to launch a transatlantic service in the first half o f 2002, using 
38-knot containerships that will provide seven-day, door-to-door shipm ents between 
U.S. and European cities.

FastShip is negotiating w ith three U.S. shipyards, and says it hopes to sign a 
construction contract soon (Decem ber Am erican Shipper, page 64). FastShip said it 
expects to have 35 percent o f its capacity com m itted by the tim e the service starts. 
(Joseph Bonney)

■  Watch fo r  a slow, gradu al expansion o f  the scope o f  cooperation o f  the 
alliances o f  containership operators.

During a recent m eeting o f the Grand Alliance, all the lines o f the alliance except 
H apag-Lloyd supported a decision to postpone plans to cooperate on non-ocean 
activities. Several Grand A lliance carriers have expressed the wish to cooperate inland 
as well as at sea, but they are not yet ready to do it right now.

To date, alliances have not extended their activities beyond jo in t vessel operations 
and jo in t contract negotiations with container terminals.

A second change in the offing is the sensitive issue o f com m ercial cooperation 
within alliances. A lliances were originally established to cooperate only on operational 
activities, but industry sources suggest that the G rand A lliance has started to talk about 
some com m ercial cooperation. (Philip D am as)

■  Shippers and non-vessel-operating com m on carriers say a new transatlantic 
carrier vessel sharing agreem ent m ay be good  fo r  the industry  —  within limits.

“It’s a good deal,” said Joseph Saggese, executive vice president for Damco 
M aritim e, based in H oboken, N.J. “I t’s a period o f self-adjustm ent for the carriers in 
which they’re all w orking together.”

The N orth A tlantic Alliance A ssociation, a group o f 32 NVOs, is closely watching 
developm ents in the transatlantic. M ost o f the association’s com bined volum e o f
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40,000 TEU s is com m itted to transatlantic carriers.
“A lliances give a better frequency o f service and generally 

lower rates,” said Rey Ortiz, international transportation pro-
curem ent m anager at Du Pont.

On the other hand, Ortiz warned, a huge alliance could domi-
nate a trade lane and be anticompetitive. “Somewhere in the 
middle will give us that optimal point,” he said. (Chris Gillis)

■  A “strategic a lliance” has been fo rm ed  by the N ational 
Custom s Brokers an d  F orw arders A ssociation  an d  the 
Airforwarders Association.

The groups say they don’t plan to merge. But David W irsing, 
the new executive director o f the Airforw arders Association, 
will operate from  an office at the N CB FA A ’s W ashington 
headquarters beginning Jan. 1.

W irsing recently succeeded James Foster, who founded the 
Airforwarders Association. The association, w hich has been 
based in Orange, Calif., has about 200 m em ber firms.

The 800-m em ber NCBFA A hopes to use the alliance to build 
up its air-cargo activity. (Chris Gillis)

■  The N ational M aritim e U nion’s alliance with the Sea-
farers International Union is designed to provide a decent 
burial fo r  a m oribund labor organization.

The NM U, form ed in the 1930s as part o f the Congress o f 
Industrial Organizations, represents unlicensed seafarers on 
U .S.-flag vessels. For years the union was a rival o f the 
Seafarers International Union, form ed in 1938 by the American 
Federation o f Labor.

In recent years the NM U has been rocked by crim inal 
convictions o f top officers, including form er union president 
Louis Parise, and the shrinkage o f the U .S.-flag fleet. Today the 
union represents few er than 2,000 unlicensed seafarers.

Affiliation with the SIU com es a decade after N M U m erged 
with the M arine Engineers Beneficial Association. The N M U / 
MEB A m arriage cam e apart w ith the racketeering conviction of 
Gene DeFries, a M EBA officer who headed the m erged union. 
(Joseph Bonney)

■  Pacer International, a California-basedtransportation and 
logistics company headed by form er Southern Pacific executive 
Don Orris, has announced its fifth  acquisition in a year.

Pacer said it will m erge with M em phis-based M anufacturers 
Consolidation Service, a M em phis-based interm odal m arket-
ing company. Pacer earlier acquired three other IM Cs —  
Interstate Consolidation o f Los Angles, Stutz & Co. o f Kansas 
City and Cross Con of Chicago.

Pacer also has acquired two Lafayette, Calif.-based supply- 
chain m anagem ent com panies, Professional Logistics M anage-
ment and 3PL Corp. (Joseph Bonney)

■  U.S. aviation officials say they oppose a European  
Union effort to ban older, noisier airplanes from  fly in g  in the 
E U  because the issue needs a g lobal approach.

“Our primary concern is that this rule is going to erode the 
International Civil A viation O rganization’s position through 
the regionalization o f  noise rules,” said Patty Higginvothan, 
general counsel for the U.S. A ir Transport Association, and a 
m em ber o f the delegation that traveled to Brussels to outline 
U.S. opposition for EU officials. “Are we going to continue to 
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go through ICAO as the primary negotiating body?”
The EU has acknowledged U.S. concern over the erosion of 

IC A O ’s authority, but has shown no signs of backing o ff the 
ban, H igginvothan said. European m inisters will look at the 
issue again in January. The U.S. may take the m atter to the 
W orld Trade Organization. (Gordon Forsyth)

■  The United States hopes to begin form al negotiations with 
China to liberalize aviation services between the two countries.

Talks could begin by early summ er, said Bill M osely, a 
spokesm an for the U.S. T ransportation Department.

U.S. governm ent officials have said that an early Decem ber 
m eeting with Chinese authorities was encouraging. Those talks 
included discussions about expanding air cargo services. “Cargo 
issues were definitely an im portant part o f the meeting,” he said.

United Parcel Service and Evergreen International A irlines 
have expressed interest in receiving rights to fly freight into 
China, he said. Federal Express is the only U.S. airline that 
holds cargo rights there now. (Gordon Forsyth)

■  U .S.-owned shipping lines say tax handicaps make it 
increasingly harder fo r  them to compete.

They say the 1975 and 1986 U.S. tax laws have penalized 
U .S.-ow ned com panies in com petition for investm ent capital.

“It would not be possible at this point to form a publicly 
traded shipping line” in the U.S., said R ichard F. Calcote, vice 
president o f finance at Tropical Shipping. (Joseph Bonney)

■  William von Raab, U.S. custom s com m issioner through  
m ost o f  the 1980s, says one o f  his biggest regrets was fa ilin g  
to elim inate the agen cy’s in-bond program .

In-bond shipm ents are im port cargoes that are perm itted to 
travel under bond to inland ports before being formally cleared 
by Customs.

“In-bond is a passing o f docum ents. There’s no control o f the 
cargo once it crosses the border,” von Raab said. “It’s another 
bureaucratic protection for a com pany to serve an arcane 
Custom s rule.” (Chris Gillis)

■  The head o f  the European Shippers ’ Council says the ESC  
will seek action by regulators if  it finds that ship lines have 
abused their dominant position in the Asia-to-Europe trade.

Speaking at the annual m eeting o f the U.S. National Indus-
trial T ransportation League, ESC Chairm an Garry M ansell said 
the council is asking its members whether lines have abused 
their dom inant position in the trade.

He said that if abuses are found, shippers will ask the 
European Com m ission for action sim ilar to the kind that the EC 
has taken against the Trans-Atlantic Conference Agreem ent. 
The EC recently fined TACA m em bers more than $300 m illion 
for allegedly abusing their m arket position. (Joseph Bonney)

■  Shippers would have the burden o f  p ro o f  i f  the E uro-
pean  Shippers’ Council does accuse shipping lines in the 
A sia/E urope trade o f  abusing their dom inant position.

The abuse o f a dom inant position was the main argum ent 
used by the EC to im pose $300 million in fines on Trans- 
Atlantic Conference A greem ent carriers.

One would hope that after that ruling, carriers would be w ise 
enough not to repeat the same thing. (Philip Damas)
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■  The m erger between P& O  Containers and N edlloyd  
Lines is fin a lly  paying  off.

P&O Nedlloyd has had cum ulative net losses o f about $ 100 
million since the January 1997 m erger (after one-tim e m erger 
costs), but the trend has now m oved upward: The third quarter 
o f 1998 produced a $7-m illion net profit, com pared with a $17- 
million loss a year earlier.

Another high-profile case o f ocean carrier consolidation —  
the takeover o f APL by S ingapore’s N eptune Orient Lines —  
has yet to show profits. N O L reported losses in 1997 and in the 
first half o f 1998.

As freight rates fell and overcapacity worsened shortly after 
the mergers, the newly m erged carriers have found it difficult 
to show that mergers can make a difference to their com panies’ 
bottom  lines. (Philip Damas)

M John Clancey, presiden t and ch ie f executive officer o f  
Sea-Land, says the profitability o f  ocean carriers has been 
washed away in recent years, bu t that the new U.S. shipping  
law offers hope.

Clancey, a recipient o f the annual Adm iral o f the Ocean Sea 
award, said the Ocean Shipping Reform  Act o f 1998 will create 
an “opportunity for smarter, m ore profitable and better value for 
everyone.” (Philip Damas)

■  The European C om m ission’s unfortunate tim ing o f  the 
announcem ent o f  its transport strategy fo r  2000-2004 gave  
plenty o f  am m unition to critics o f  the European agency.

Transport strikes by rail w orkers’ unions brought EU rail-
ways to a standstill ju s t as Neil Kinnock, the E C ’s transport 
com missioner, was busy explaining the benefits o f the E C ’s 
long-term transport policy.

Private-sector transport companies often blame the EC ’s theo-
retical and unrealistic approach to problem-solving. The latest 
events highlighted the fact that dealing with the rail unions and 
their national monopolies, rather than with the harmonization of 
infrastructure pricing, should be a top priority (Philip Damas)

■  The International R oad Transport Union, the fed era -
tion o f  tru ckers’ organizations across the world, sought to 
deliver an upbeat m essage a t its 50th anniversary celebrations 
in Geneva.

The truckers’ organization is used to being criticized as being 
less environm ent friendly than rail transport, but it praised its 
own environm ental record.

The federation said trucking “was the first transport mode to 
recognize its environm ental responsibilities and to com m it 
itself, in 1996, by signing the International Road Transport 
Union charter for sustainable developm ent.”

The federation pointed out that while governm ents often 
describe road transport as an environm ental nuisance, they 
increasingly rely on trucking for tax revenues. (Philip Damas)

■  An A P L  executive says the Internet and related software 
innovations will produce “a tenfold im provem ent” in com pa-
n ies’ ability “to optim ize their production, distribution and  
marketing activities. ”

Hans Hickler, vice president o f custom er support and infor-
m ation strategy at APL, said the Internet’s econom ic benefits 
for logistics will range from  reduced w arehousing and distribu- 

6 AMERICAN SHIPPER: JANUARY 1999

tion costs to im proving the ability o f global firms to react to 
sudden opportunities for procurem ent or sales. (Philip Damas)

■  Yellow Corp., whose Yellow Freight subsidiary is the 
largest U.S. less-than-truckload carrier, has had a learning  
curve with its international unit, YCS International.

M aury M yers, chief executive o f  Y ellow  Corp., said an 
im portant lesson has been the need to use international special-
ists instead of relying entirely on dom estic sales staff.

“Frankly, it’s an unusual dom estic sales person who has real 
expertise in both dom estic and international m arkets,” M yers 
said. “W hen a dom estic salesperson is selling both international 
and dom estic service, real international shippers are im m edi-
ately suspect.”

Yellow has heeded the lesson. Peter Brown, a 30-year 
veteran o f the LEP forw arding organization, has been hired as 
president o f YCS International, and has recruited a team  of 
international sales specialists.

M yers said YCS plans to retain its partnership with European 
operator Frans M aas. He said Y ellow  rem ains com m itted to 
international m arkets, w hich he believes will “grow substan-
tially faster than dom estic m arkets.” (Joseph Bonney)

■  C.L. Ting, the fo rm er top U.S. executive o f  head o f  
OOCL who recently m oved to London to becom e m anaging  
director o f  OOCL (Europe), says there is still a gap between  
U.S. dom estic and international logistics practices.

H e said shippers indicate they have advanced supply-chain 
practices for their intra-U.S. operations that are “segregated” 
from  international operations.

International logistics may account for “only 20 or 30 percent 
o f their total activities” and they often have more basic logistics 
systems for international sales or purchases. “This may now 
change,” Ting said. (Philip D am as)

■  The announcem ent that N eptune O rient Lines is con-
sidering the sale o f  A PL Stacktrain Services has raised new  
questions about the fu tu re  shape ofin term odal ra il services in 
North Am erica.

A fter the Burlington Northern Santa Fe and Union Pacific/ 
Southern Pacific am algam ations, and the carving up o f Conrail 
by CSX  and N orfolk Southern, an entire North American 
network could now go to one o f the m ajor railroads.

W ill it be CSX and Norfolk Southern again? And if it goes to 
CSX, how will the com pany find a balance between its relation-
ship with sister com pany Sea-Land Service and with APL? 
APL said that it w ould continue to use A PL Stacktrain Services 
as an outside custom er after selling it off. (Philip Damas)

■  The Teamsters Union has sent letters to Overnite Trans-
portation Co. ’s custom ers, warning that the com pany’s con-
duct “could result in an unfair labor practice strike a t any 
time. ”

Overnite, which has been fending off efforts by the Team -
sters to organize the trucking com pany ’ s em ployees, dism issed 
the letter as a hollow  threat.

“W e have been down this road before with the Teamsters,” said 
John Fain, vice president, marketing and sales. “W hile the lead-
ership of the Teamsters has changed, their inability to win over 
Overnite’s men and women remains the same.” (Joseph Bonney)
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NEWSFRONT

FMC steers middle course on filing
Tries to balance calls fo r  flexibility, standardization o f  
electronic tariffs under shipping reform act.

WASHINGTON
Ocean carriers will be able to design their 

own systems for Internet filing of tariffs, 
under regulations proposed by the Federal 
Maritime Commission.

The commission sought to encourage 
innovation by avoiding strict regulations on 
carriers. But at the same time the FMC 
proposed conditions to make the systems 
user-friendly.

The shipping industry had been watch-
ing closely to see what rules the FMC 
would propose for public filing of tariffs 
and service-contract terms under the Ocean 
Shipping Reform Act of 1998.

The act, which takes effect May 1, re-
quires the FMC to oversee private tariff 
filing systems to ensure that tariff informa-
tion is accurate and accessible.

Carriers and others, including the Na-
tional Industrial Transportation League, 
urged the FMC to allow maximum flexibil-
ity in design of electronic systems. Others, 
notably forwarders, said standardization is 
needed to ensure that the system is usable.

In the proposals it issued for public com-
ment, the commission offered a compro-
mise between the two positions.

The agency’s proposal “is faithful to the 
spirit of the law,” said the FM C’s general 
counsel, Tom Panebianco.

Because the new shipping reform act 
encourages a shift from common carriage 
to contracts the number of shipper-carrier 
service contracts fded with the FMC is 
expected to soar.

FMC Chairman Hal Creel said the com-
mission expects to be deluged with 150,000 
contracts, including amendments, during 
the first year of the new act. In the 1998 
fiscal year, the FMC handled about 12,000 
contracts and 34,000 amended contracts.

The new law allows key terms of service 
contracts to remain confidential, although 
the full text of all contracts will be filed with 
the FMC.

The public will have access to origin and 
destination port ranges, commodities, mini-
mum volumes and contract duration. The 
FMC will keep other information confiden-
tial.

The proposed rules will permit carriers 
to list rate information in a variety of ways, 
while still providing shippers and the com-
mission with meaningful access, the FMC 
said.

The systems will have to contain search 
mechanisms to help users find tariff infor-
mation, including commodities and trans-
portation costs.

Each commodity would have to contain 
its own 10-digit identification code. Though 
no code was specified, the commission said 
it would recommend that filers use the U .S. 
Harmonized Schedule.

Carriers would not have to provide bot-
tom-line rates, but would have to detail basic 
rates and add-on charges so that total charges 
could be easily calculated. Carriers could 
offer all-inclusive rates if they wish to do so.

Conferences will be required to publish 
both tariff and independent action rates, 
under which individual carriers depart from 
multicarrier rates.

The rules will require inland rate tables 
to be included in tariff rate items if a carrier 
provides intermodal transportation at com-
bination rates. Conference tariffs will have 
to contain specific instructions concerning 
shipper requests and complaints.

Carriers and conferences will be required 
to publish any rule that affects the applica-

WASHINGTON
The Federal Maritime Commission plans 

to keep a running tally of the number of 
service contracts requested, granted and 
rejected under the new U.S. shipping law.

The FMC says the data will provide a 
picture of how shippers are using the new 
law’s provisions allowing confidential ser-
vice contracts between shippers and carriers.

“We realize that this is an additional 
requirement, but we are convinced of its 
minimal burden and its positive value,” 
said Hal Creel, the FMC’s chairman. “Our 
purpose in adding this requirement is to 
help us identify instances where a party is 
improperly discriminated against in a ser-
vice contract matter.”

The new law specifically prohibits dis-
crimination against an ocean transportation 
intermediary ora shippers’ association based 
on its status, Creel pointed out.

The information will show the commis-
sion which shippers who are winning con-
tracts and which are losing out under the 
confidential filing system.

The new reporting requirem ent was 
greeted favorably by shipper associations

tion of their tariffs.
The FMC will publish a list of tariff 

locations on its website, so that shippers 
and others can find tariffs on the Internet. 
Tariffs would have to be made available to 
the public at a reasonable cost and to gov-
ernment agencies for free.

Filers will be required to certify the accu-
racy of tariff information and keep it avail-
able for five years.

The FMC proposal would require con-
tracts involving multicarrier agreements to 
be filed by a designated carrier. But all 
carriers in the agreement would be liable if 
the agreement isn’t filed.

Conference-wide contracts would be filed 
by a central authority, or the conference 
secretariat. But if all members are not sig-
natories, each line would be responsible for 
filing.

The commission will require filings of 
global contracts, which are expected to 
surge under the new system, to include the 
full geographic scope of the contract.

Confidential contracts are the norm out-
side the U.S., so details on non-U.S. move-
ments will be stripped out of the contract 
data available for public inspection.

The FMC said that although for monitor-
ing purposes it wants access to the non-U.S. 
portions of global contracts, the commis-
sion will not seek to expand its authority 
over shipping between points outside the 
U.S.

and ocean transportation intermediaries. 
Those groups have warned that carriers 
operating under antitrust immunity will fa-
vor large, “champion” accounts and dis-
criminate against smaller shippers.

“This is an important step,” said Andrew 
Danas, an attorney for the American Insti-
tute for Shippers’ Associations. "This helps. 
Anything that gives the FMC a little more 
transparency helps. This will give the com-
mission a better handle on how carriers are 
treating smaller shippers, and it will keep 
the carriers more honest.”

Danas predicted the commission will re-
visit many of its regulations within a year 
after the ocean shipping reform law takes 
effect May 1. He said the rules may be 
strengthened if it appears that carriers are 
trying to abuse the new law.

Ocean carriers, who will bear the burden 
of filing the information on contract re-
quests, approvals and denials, are expected 
to oppose the FMC’s plan.

The FMC will take public comments 
through mid-January on its proposed rules 
for filing of tariffs and service contract 
terms under the new law. ■

Commission to keep score on contracts
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U.S. vows to keep pressure on Brazil
FMC gives diplomats more time, but threatens to act i f  Brazil 
doesn ’t end discrimination against other nations ’ ships.

WASHINGTON
U.S. officials have been keeping a close 

eye on a new policy dispute that could 
disrupt maritime trade between the U.S. 
and Brazil.

The two countries have been sparring 
since Brazil introduced a new ship registry 
whose users received tax breaks that al-
lowed them to undercut rates charged by 
competing lines.

After U.S. carriers complained that the 
new registry was discriminatory, the U.S. 
retaliated by forcing Brazilian-flag ships to 
pay a tonnage tax that normally is waived 
for vessels of friendly nations. The U.S. 
action added an estim ated $15,000 to 
$20,000 per voyage to costs of the average 
Brazilian ship.

In December, the U.S. objected to a more 
recent gambit by Brazil.

The South American country imposed a 
new “industrial production tax” on shippers 
who don’t use Brazilian-flag ships to haul 
Brazil’s government-influenced cargo.

U.S. carriers complained that the tax 
effectively denies them access to the cargo. 
The tax came as a surprise to U.S. carriers 
and government officials.

The Federal Maritime Commission met 
twice behind closed doors in December, but 
decided to give diplomatic efforts time to 
resolve the problem.

The commission, however, “stands ready 
to act” if the problem is not resolved, said 
the ag en cy ’s general counsel, Tom 
Panebianco.

In an apparent effort to buy time, Brazil’s 
Ministry of Transportation approved a 60- 
day blanket waiver from the tax.

U.S. Maritime Administrator Clyde Hart 
said the 60-day waiver is insufficient, and 
“the very notion of a time limit” on the 
waiver policy poses a major problem for 
U.S.-flag carriers and their customers, es-
pecially for those needing to make long- 
range p lans during  se rv ice -co n trac t 
negotiations.

FMC Chairman Hal Creel said he is 
“deeply troubled by Brazil’s discrimina-
tory policies.”

He added that “U.S. shippers and carriers 
require fairness and legal certainty as they 
negotiate long-term contracts for the bilat-
eral trade. If we do not see a prompt and 
permanent resolution ... the commission 
will have no choice but to go forward.”

U.S. law allows the FMC to prohibit 
Brazilian ships from calling at U.S. ports or 
impose fines of up to $1 million per U.S. 
port call.

FMC rarely uses its retaliatory powers. 
Just the threat of them usually is enough to 
get action.

But there have been times, such as a 
dispute with Japan over port access in late 
1997, when the FMC has retaliated against

MIAMI
Six ship lines operating between the east 

coasts of the U.S. and South America plan 
to form an alliance that will reduce vessel 
capacity.

Participants in the alliance so far are Sea- 
Land, Maersk, Columbus, CSAV, Alianca 
and P&O Nedlloyd.

The service will include two weekly ro-
tations using a total of 11 ships, and will cut 
about 30,000 TEUs of annual capacity from 
the trade. Sea-Land, Maersk, Columbus, 
CSAV and Alianca will each contribute 
two ships to the service, while P&O 
Nedlloyd will provide one.

Six 2,000-TEU ships will operate on a 
42-day rotation of New York, Norfolk, 
C harleston , F reeport, M iam i, Puerto 
Cabello, Santos, Buenos Aires, Montevideo, 
Rio Grande, Sao Francisco do Sul, Santos, 
Puerto Cabello, Freeport, New York.

Five 1,300-TEU ships will operate on a 
35-day rotation of New York, Baltimore, 
Norfolk, Savannah. Miami, Paranagua, 
Santos, Rio de Janeiro, Salvador (fort-
nightly), Fortaleza (fortnightly), New York.

The U.S./South American trade has been 
in turmoil.

Brazil’s Transroll recently pulled out of 
the trade. The continued participation of 
Navieras/NPR, with whom Transroll oper-
ated a joint service, is uncertain.

Libra, another Brazilian-flag carrier, 
stopped cooperating with Transroll and 
Navieras —  the three lines briefly operated 
a joint service, TNX —  and has joined a 
joint service of Crowley, APL and Ivaran.

Earlier this year, many carriers tried to

discriminatory practices. In the Japanese 
dispute, the FMC fined three Japanese 
containership operators $100,000 per U.S. 
port call, an amount that was negotiated 
downward after Japan agreed to reforms.

Hart said Armando Freigedo Rodrigues 
Filho, director of Brazil’s merchant marine 
department, is trying to resolve the dispute 
and has acknowledged that the tax conflicts 
with a bilateral maritime agreement with 
the U.S.

Hart said it’s possible the problem could 
be resolved if Brazil would issue legally 
binding and irrevocable wavier without a 
time limit. But he added that the U.S. also 
needs confirmation that any taxes already 
paid would be promptly refunded to ship-
pers. ■

offset lost business in the Far East by shifting 
capacity to South American markets. But 
overcapacity soon caused rates in the South 
American trade to drop by almost 30 percent.

Rate-setting conferences have imploded. 
Carriers started pulling out of the Inter- 
American Freight Conference late last year. 
S ea-L and , M aersk , CGM , C SA V , 
Euroatlantic, Navieras/NPR and Transroll 
have resigned from the conference.

The conference, struggling to survive, 
recently asked the Federal Maritime Com-
mission for permission to discuss restrict-
ing capacity and form cargo pools.

Carriers are also reorganizing their ser-
vices between Northern Europe and South 
America.

A lianca /H am burg  Sud and C G M / 
Transroll started a joint service between 
Northern Europe and the east coast of South 
America with nine 2,000-TEU ships oper-
ating at five-day intervals.

Mediterranean Shipping Co. recently 
ended its direct non-conference service be-
tween N orthem Europe and the South Ameri-
can east coast. The service was replaced by a 
transshipment link from Northern Europe 
via Las Palmas in the Canary Islands.

Non-vessel-operating common carriers 
hope a strong alliance with better controls 
over capacity will improve their profit mar-
gins in Latin America.

“I may have less service options with the 
alliance, but I’m not worried about the ves-
sels being overbooked,” said John Abisch, 
director of sales for Econocaribe Consolida-
tors, a large Miami-based NVO. “It was an 
intelligent move by the carriers.” ■

Alliance reshuffles South American trade
Six carriers plan coordinated service with two weekly 
rotations linking east coasts o f  U.S., South America.
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New Atlantic VSA takes shape
Grouping would replace existing vessel-sharing agreements.

NEW YORK
A vessel-sharing agreement taking shape 

in the North Atlantic would effectively com-
bine the services of Sea-Land and the Grand 
Alliance carriers and would provide six 
sailings a week.

The new grouping, still being hammered 
out in December, would provide two North 
Atlantic loops, two South Atlantic/Gulf 
loops, one Canadian loop and one com-
bined East Coast/West Coast loop.

Maersk would cooperate with the new 
grouping and continue to run its North 
Europe/East Coast of North America/U.S. 
West Coast service.

The agreement would replace the long- 
established Vessel-Sharing Agreement of 
Sea-Land, OOCL and P&O Nedlloyd, 
which would be disbanded, and a joint 
service of Hapag-Lloyd, TMM and Atlan-
tic Container Line.

Though the lines haven’t discussed it pub-
licly, a big reason for the reshuffle is to 
overcome operational difficulties involving 
the Econships, the former United States Lines 
ships that form the backbone of the current 
VSA of Sea-Land, OOCL and P&O Nedlloyd.

These vessels, which Sea-Land bought a 
decade ago in a bankruptcy sale, are slower 
than their sister vessels in the trade. That 
complicates scheduling, and VSA partners 
would like to replace the Econs with faster 
tonnage. Five of these vessels operate be-
tween Europe and the U.S. Gulf on the 
VSA’s South Atlantic leg. Four operate on 
the northern leg.

A non-VS A carrier, CP’s Lykes Lines, 
figures at least indirectly in the vessel- 
capacity picture and alliance reshuffle in 
the Atlantic.

Lykes is losing the use of three chartered 
U.S.-flag vessels that have been sold by 
their owner, Crowley, to the U.S. Military 
Command. Two other U.S.-flag Lykes ships 
reportedly are up for sale or charter.

How or whether those ships are replaced 
will have a big impact on vessel capacity in 
the trade. There has been talk that Lykes 
might be brought in as a participant in the 
new VS A. Lykes wasn’t discussing its plans.

Lykes currently shares space with APL 
and Mitsui O.S.K. on the North Atlantic 
and South Atlantic trades.

The first piece of the new transatlantic 
vessel-sharing agreement apparently will 
begin in early 1999 between U.S. Gulf ports 
and Europe. The agreement has been under 
discussion by carriers including Maersk,

Sea-Land, OOCL, Hapag-Lloyd, P&O 
Nedlloyd, TMM and carriers in CP Ships.

The carriers see a broad vessel-sharing 
agreement as a way to cut operating costs 
while expanding their service offerings. 
But putting together such a diverse group of 
lines is tricky business.

“It’s like having a bunch of distant rela-
tives coming to a party all at one time,” said 
John Boudreau, strategic director for At-
lantic services at Maersk. “With so many 
different business philosophies, it’s hard to 
tell how large the agreement will be.”

TACA establishes
LONDON

The Trans-Atlantic Conference Agreement 
has revised its procedures to meet new con-
ditions required by the European Commis-
sion and the U.S. Ocean Shipping Reform 
Act.

The conference established safeguards to 
prevent data on individual service contracts 
from being disclosed to other carriers.

“We have raised a ‘Chinese wall’ down 
the middle of the office,” said David Jeffries, 
general manager of TACA in Europe. He 
compared the safeguards with those that a 
bank uses to keep its customers’ accounts 
separate.

Staffers have been assigned to the “multi-

FRANKFURT
Deutsche Post, Germany’s state-owned 

postal service operator, said it will buy Danzas, 
the Swiss forwarding and logistics group, for 
1.5 billion Swiss francs ($1.1 billion).

The planned deal would create a global 
giant with the ability to handle anything from 
letters to huge industrial project shipments.

The Deutsche Post/Danzas combination 
is part of what appears to be a growing trend 
toward mergers of parcel and mail service 
operators with forwarding/logistics com-
panies.

TNT, the integrated carrier, already has 
been taken over by the Dutch postal service, 
PTT Post.

Danzas said it will become the “logistics 
pillar” of Deutsche Post but would remain 
a separate company within the group. The 
companies said the deal will provide “single-
source supply chain management covering 
the full range of logistics services.”

Deutsche Post, based in Bonn, is Europe’s

The discussion about merging transat-
lantic services and removing capacity fol-
lows the addition of substantial capacity in 
the last two years by China Ocean Shipping 
Co., Yangming, “K” Line, APL, Mitsui
O.S.K. Lines and Lykes.

The carriers say the new vessel-sharing 
agreement is an effort to make operations 
more efficient, and is not driven by changes 
in U.S. or European shipping legislation.

M aersk will cooperate with the new 
grouping and continue to run its northern 
Europe/East Coast of North America/U.S. 
West Coast service.

“I believe that there is potential to move 
some ships from Northern Europe to the 
Mediterranean,” Boudreau said. “We could 
replace them with different ships —  faster 
and likely larger.” ■

‘Chinese wall’
carrier service contracts” team, where data 
can be exchanged between lines, or to “in-
dividual service contracts” teams, where 
tighter confidentiality rules are in place, 
Jeffries said.

Jeffries said that the TACA secretariat is 
responsible for the “technical filing” of 
tariffs and contracts with the U.S. Federal 
Maritime Commission, but carriers are free 
to file their own individual contracts if they 
wish.

TACA has announced that it will no 
longer have a joint inland European tariff in 
1999, a concession to demands by Euro-
pean shippers’ councils and the European 
Commission. ■

largest post service operator. The German 
postal agency has annual revenues of 27 
billion marks ($16 billion) and 250,000 
employees.

Danzas, headquartered in Basel, is one of 
the world’s five largest freight forwarding 
groups. Ithas annual sales of 7 billion Swiss 
francs ($5 billion) and 16,000 employees 
worldwide.

The Danzas management team will re-
main unchanged. Peter Wagner, chief ex-
ecutive of Danzas, is expected to be 
appointed to the Deutsche Post manage-
ment board with responsibility for logis-
tics. including all Danzas business lines, 
Danzas said. He will also remain CEO of 
Danzas.

The chief executive of Deutsche Post, 
Klaus Zumwinkel, will become chairman 
of the Danzas board. The current Danzas 
chairman, Hanspeter Brandli, will become 
vice chairman, succeeding Georg Stucky, 
who will remain a board member. ■

German post office to buy Danzas
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V o n  R a a b ’s 
l e g a cy

Customs brokers still despise 
him, but some grudgingly 

concede that he helped lay 
groundwork fo r  automation . 

A decade later, von Raab  
is unapologetic.

S iM f ' K i m

William von Raab in 1988 
and today (inset photo).

B y  C h r is  G i l l i s

I f he lives to be a hundred, William von 
Raab will be remembered for three 
words: “Automate or perish.”

But 10 years ago after von Raab resigned 
as U.S. Customs commissioner, much of 
what customs brokers say about him re-
mains unprintable.

Von Raab headed Customs from 1981 to 
1989. During his term, the agency developed 
its Automated Commercial System, and laid 
the groundwork for the Customs Moderniza-
tion and Informed Compliance Act of 1993.

His stormy tenure also encouraged Con-
gress to insist on independent reviews of 
subsequent presidential nominees as Cus-
toms commissioner.

Von Raab infuriated brokers— and some

officials in his own agency —  with his 
relentless, frequently abrasive campaign 
for automation of an industry he saw as 
handicapped by tradition.

Subtlety wasn’t his strong point. Von 
Raab was a guy who preferred a meat axe to 
a rapier. Even customs brokers who sup-
ported automation resented his public criti-
cism and ultimatums.

Time still hasn’t healed all of those 
wounds. But regardless of who was respon-
sible, the industry has automated. And even 
some of his critics now concede that von 
Raab’s message, though sometimes tact-
lessly delivered, was on target.

“I was never against automation. I was 
just against being told to automate,” said

Stewart B. Hauser, president of D. Hauser 
Inc., a New York-based broker. “But if we 
didn’t automate, this industry would be in 
big trouble today.”

Low Profile. After tossing the boulder 
into the Customs pond, von Raab didn’t 
stay to watch the ripples hit shore. He said 
he’s avoided contact with the agency and 
industry since leaving office.

Now 56, he divides his time between 
raising 100 cattle on a Virginia farm and 
working for Washington-based business 
advocacy groups such as the Committee for 
Good Common Sense, Icon and the Trident 
Merchant Group.

In his first interview since leaving Cus-
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toms, von Raab said he’s proud of his work 
at the agency.

“I was pleased with the response and per-
formance of the organization,” von Raab 
said. “Customs is one of the most competent 
government agen- --------------------------------

^T hough he now “We U S e d  to S a y
praises the 
agency, von Raab 
said his first visit 
to Customs head-
quarters may have

that an 
ambulance 

waited outside

meetings

been a portent of t h e  d o o r  o f  e a c h
trouble to come.

“I took the el O f  hlS  S ta f f
evator and got 
stuck in it for 20
m in u tes ,” von --------------------------------
Raab said. “I knew at that point there was a 
lot of work ahead of me at Customs.”

He said some of the agency’s regulations 
appeared out of date.

“What struck me as odd was the persis-
tent use of some arcane rules at Customs,” 
von Raab said. “I couldn't understand why 
they were still there.”

An example: the Customs passenger dec-
laration form. He said his advisers couldn’t 
agree how to revise the form, which had 45 
lines to fill out,

“Finally, I took it home one weekend, 
and cut the number of data items in half,” 
von Raab said. One or two items were 
restored, but otherwise, von Raab’s short-
ened version became the standard passen-
ger declaration of today.

Hard To Work For. Career Customs 
staffers weren’t accustomed to that kind of 
self-assured management style.

“Von Raab was one of the toughest people 
that I ’ve ever worked for,” said Samuel H. 
Banks, deputy commissioner of Customs. 
“We used to say that an ambulance waited 
outside the door of each of his staff meet-
ings.” --------------------------------

“ He in tim i-
dated the heii out “He intimidated 
o f ev e ry o n e ,” 
said Robert W.
Hardy, a former 
Customs official
who now is with --------------------------------
the Baker & McKenzie law firm in Wash-
ington. “He was always a step or two ahead 
of you. He didn’t suffer fools gladly.” 

Near the end of his tenure at Customs, 
von Raab said that an agency head “often 
has to choose between popularity and per-
formance — between compromise and lead-
ership. If his goal is to be loved by his 
counterparts in other departments, he won’t 
be doing his job.”
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the hell out 
o f  everyone ”

Because he was a political appointee, 
many Customs staffers underestimated von 
Raab at first. “He was a quick learner,” 
Hardy said. “He knew where he wanted to 
go with the agency.”

‘Automate Or Perish.’ Von Raab’s 
tenure was characterized by strained rela-
tions with customs brokers.

“He once told me that customs brokers 
were a leech on the back of the importer. He 
saw us in the way of trade,” said Arthur L. 
Litman, vice president of Tower Group 
International in Redondo Beach, Calif.

Litman headed the customs committee for 
the National Customs Brokers and Forward-
ers Association of America during those 
years and had many dealings with von Raab.

“He was like a bull in a china shop,” said 
M. Sigmund Shapiro, chairman of Samuel 
Shapiro & Co., based in Baltimore. "He 
attacked all the views of the day.”

Von Raab, meanwhile, had no patience

He could have 
gone to IRS

WASHINGTON
William von Raab said that before he 

was named commissioner of Customs, 
he was offered the job of deputy admin-
istrator of the Internal Revenue Service.

“I said ‘absolutely not,’ ” von Raab 
recalled. “I didn’t know anything about 
Customs before I was offered the posi-
tion, but I took it anyway.”

Before his appointment as customs 
commissioner, von Raab was with the 
law firm of North, Haskell, Young and 
Lewis.

During the early 1970s, he’d worked 
for the Nixon Administration’s Cost 
of Living Council and the Federal En-
ergy Administration.

In 1976, von Raab returned to the 
private sector as vice president of ad-
ministration at New York University, 
and was on the board at Schroder Bank-
ing Corp.

Von Raab, who grew up on Long 
Island, is a graduate of Yale University 
and University of VirginiaLaw School.

He said he made a financial sacri-
fice to take the Customs job.

“I personally didn’t gain anything 
from working at Customs,” he said. “In 
fact, it probably cost me a $ 1 million. I 
was only making $70,000 a year, when 
I could have made $200,000 a year.”

china shop.’

for the lengthy policy debates of brokers 
and forwarders. “We moved more quickly 
than the trade,” he said. “They wanted to sit 
around and endlessly negotiate.”

In Person. In contrast with some of his 
predecessors, von Raab was an infrequent 
participant in industry gatherings.

“We didn’t get much time to talk with 
him like the previous commissioner." said 
Eugene J. Milosh. president of the Ameri-
can Association of Exporters and Import-
ers. “He was unpredictable. He could cut 
corners that no one else could do.”

But when von Raab showed up at an 
industry conference, people remembered 
what he said.

It was at the Western Cargo Conference 
at Palm Springs, Calif., on Oct. 25. 1985. 
that von Raab told the industry to "auto-
mate or perish." He urged the brokers to 
support the Customs Service’s emerging 
Automated Commercial System, which in-
cluded computer links with brokers. 

Though brokers later embraced ACS, in
-------------------------------- 1985 some still

contended that 
“H e  W a s  l i k e  the best way to

a  b u l l  i n  a  sf “ d im p° r 'clearances was 
for Customs to 
hire m ore port

-------------------------------- inspectors. But
the tone of von Raab's speech offended
many brokers, some of whom already were 
beginning to automate.

Automation was a top issue throughout 
von Raab's years at Customs. When he 
joined the agency, Customs had several 
systems in development, notably the Auto-
mated Merchandise Processing System.

"The system was a total flop,” he said. “I 
declared it dead and made no effort to im-
prove it. We would simply start over again.” 

In 1986, von Raab offered an evolution-
ary, if not revolutionary, argument for Cus-
toms automation.

“The monkeys that stayed in the trees 
remained monkeys,” he said. “Those who 
moved into the caves discovered fire and 
became us. Now there’s a lesson here —  and 
that is, if you don't keep up with the technol-
ogy, you're some kind of a monkey ... W e’re 
not monkeys. Customs is moving ahead with 
the Automated Commercial System.”

Von Raab lacked authority to enforce the 
“perish” part of his “automate or perish" 
ultimatum. But he did what he could —  for 
example, directing customs houses to set out 
tattered cardboard boxes into which non-
automated brokers dropped their paper im-
port.

When von Raab delivered his 1985 ulti-
matum, only 15 companies used the Auto-
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Keeping ACS alive
NEWINGTON, Va.

In a room the size of a football field. 
Customs keeps four mainframe comput-
ers that 15 years ago were state of the art 
but now are nearing obsolescence.

The Automated Commercial System, 
based in a 99,000-square-foot building in 
an industrial park outside Washington, 
was the first umbrella computer system of 
Customs.

The center houses more than 200,000 
data storage tapes, with 30,000 for backup, 
and keeps another 40,000 at an off-site 
facility. Last year, Customs acquired a 
robot to help keep up with them all.

Despite its impressive size, the main-
frame-based technology of ACS is in 
desperate need of upgrading. The system 
experienced several slowdowns in Sep-
tember and October because of dwin-
dling capacity for handling the growing 
volume of trade data.

Customs would like to replace ACS 
with a new system, the Automated Com-
mercial Environment, but so far the 
money hasn’t been forthcoming from 
Congress. Customs estimates that replac-
ing ACS will cost $1 billion during the 
next four or five years.

S.W. “Woody” Hall Jr. recently joined 
Customs as chief information officer. He 
previously managed automation projects 
for the Air Force and the Energy Depart-
ment.

“Right now we have a technical archi-
tecture that’s mainframe-centric,” Hall 
said. “W e’d like to see more of this going 
into regional applications. W e’d like to 
develop the desktop in the field.”

That doesn’t mean Customs will get 
rid of its mainframe system. “There will 
always be a need for a national database,” 
Hall said. “W e’ll just see more use of 
client server and Internet applications.”

C ustom s is ex p e rim en tin g  w ith

Internet-based technology though its 
National Customs Automation Prototype 
for land-border import clearances and 
with the International Trade Prototype, a 
joint project with U.K. Customs.

“W e’re looking at other ways to field 
our a p p lic a tio n s ,” sa id  Luke J. 
McCormack, director of the systems op-
erations division at Customs. “W e’re fol-
lowing what the industry is doing.”

The center employs 450 workers, two- 
thirds of whom are outside contractors, 
and maintains a 24-hour call-in service to 
help system users. Thirty staffers field a 
total of 500 to 1,500 calls a day.

In case of power failure, the facility 
has three 900 kilowatt diesel generators 
on site and 300 batteries, which can last 
up to 25 minutes. “We must have pure 
power at all times. There can’t be spikes,” 
said Terry Spellane, Customs’ chief of 
computer operations.

To keep up with demand, Customs is 
considering increased use of off-the-shelf 
programs. There has also been talk about 
Customs outsourcing some its systems 
development.

“The whole question of outsourcing 
must be thought about carefully. You 
must decide whether or not information 
technology is strategic to your opera-
tion,” Hall said. “To me, it’s strategic for 
Customs. W e’re proud to be self-suffi-
cient in this area.”

Customs has also been looking at Bo-
lero, a software developed by a U.K. com-
pany that promises to link all systems in 
the movement of cargo together, including 
Customs, shippers, forwarders, customs 
brokers, carriers and insurers.

“Five years ago, I don’t think that we 
would have considered it,” Hall said. 
“W e’ll try to accommodate initiatives 
such as Bolero the best we can with our 
budget constraints.”

mated Broker Interface part of ACS. Today 
more than 98 percent of import entries are 
submitted electronically.

“The brokers have done well on ACS,” 
said Banks, who served a stint in 1997-98 as 
interim customs commissioner. “They re-
ally shouldn’t have anything bad to say 
about von Raab. The system has made them 
a lot of money.”

Drug War. In 1987, von Raab took on 
additional duties as head of The Interdic-
tion Committee, formed by the National 
Drug Policy Board to fight drug smuggling.

Von Raab introduced a “zero tolerance” 
policy which called for seizing vessels, 
vehicles and planes caught with any amount 
of narcotics on board. He also hired more 
Customs inspectors for the southern border 
and built up the agency’s aviation program. 
Von Raab also launched Operation Green-
back, an effort to curtail money laundering.

The actions created further strains be-
tween Customs and the industry, and within 
the agency itself.

“Enforcement is hard work. Inspectors 
that were not used to it were suddenly put in 
the position that they had to deliver,” said 
Hardy, the former Customs official.

As inspectors spent more time on drug 
interdiction, cargo clearance was delayed. 
Importers and brokers were furious.

“His management had a terrible effect on 
Customs. The agency became arrogant and 
extrem ely enforcem ent-focused,” said 
Tower Group’s Litman. “Now Customs is 
just getting back to that balance between 
trade and enforcement.”

“There developed an attitude that every 
importer is a crook, and we just haven’t 
caught you yet,” said Kevin Smith, a former 
Customs import specialist, who is now di-
rector of customs administration at General 
Motors. “That legacy still exists, but Cus-
toms is trying to be more open-minded.”

Making Enemies. Von Raab’s list of 
enemies grew, and soon included Treasury 
Department staffers and members of Con-
gress.

Some congressmen derisively referred 
to the 5-foot-7 von Raab as “Mr. Big.” 
Some Treasury staffers likened him to Na-
poleon.

Von Raab said things began getting sticky 
for him soon after George Bush succeeded 
Ronald Reagan in the White House, and 
appointed Nicholas Brady as Treasury sec-
retary.

After continual arguments with Brady 
over the direction of Customs, von Raab 
resigned on July 31,1989.

In his resignation letter, he blamed dif-
ferences over drug-interdiction efforts. “It

appears that Treasury is actively discourag-
ing the kinds of bold steps with which I am 
associated and which I believe are neces-
sary to fight a war of conquest rather than 
attrition against drugs,” von Raab wrote. 
“As a result, I find it difficult to support 
these policies and believe I have outlived 
my usefulness to the Department.”

There was no love lost between von Raab 
and Brady.

On his last day as commissioner, von 
Raab gave a speech at the bicentennial of 
the Customs Service.

“Secretary Brady was so afraid of what I 
might say that he sent three armed Secret 
Service agents to my house to pick up a 
copy of my speech,” von Raab said.

That speech was relatively tame, but von 
Raab doesn’t apologize for the controversy 
that surrounded his term.

“A lot of people thought Customs had 
taken too high of a profile when I was 
there,” von Raab said. “High profile is good 
for getting things done. It boosts people’s 
morale when they can read about their 
agency at the breakfast table.” ■
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W ill 1999 be the year o f global transportation service 
contracts for shippers? The answer is yes and no. 

Yes, for shippers who have planned for the new 
U.S. Ocean Shipping Reform  Act, which for the first time 

allows shippers in U.S. trades to keep secret the key terms of 
their service contracts with carriers.

No, for what probably is a larger group o f shippers, who 
haven 't realigned their own businesses or laid the groundwork 
for service contracts covering multiple trades.

W ith attention focused on May 1, when the U.S. shipping 
reform act takes effect, many shippers are bubbling with enthu-
siasm about the new law ’s possibilities.

They see global contracts as a way to avoid rate increases 
such as those announced by carriers in the tight eastbound 
transpacific trade. Shippers hope to offset increases on one 
route with reductions elsewhere.

“Carriers need volumes in various lanes,” said Mick Barr, 
international transportation m anager at Procter & Gamble. 
“ Depending on what your scope of business is, you may be able 
to tie things together.”

M any predict that in the new  era o f confidential contracting, 
shippers will have the upper hand.

“Shippers are ready for M ay 1. T hey’ve gone through this in 
every other mode. I don ’t think all o f the steam ship lines are, 
especially those with a long habit o f hiding behind confer-
ences,” said Tom  Craig o f LTD Shippers Association, based in 
Exton. Pa.

Despite that optim istic talk, there are growing indications 
that M ay 1 w on’t resemble the opening gun of the Oklahom a 
Land Rush.

One reason is that despite the talk about integrated supply 
chains, m any com panies still view logistics as strictly transpor-
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tation —  and allow transportation to play second fiddle to 
manufacturing or m arketing divisions that are organized re-
gionally instead of globally.

But even if global contracts can ’t be worked out, some 
shippers are m oving quickly to negotiate confidential service- 
contract term s for regional markets.

Others are joining shippers’ associations in an effort to get 
volume rates.

Even individual shippers m ay be able to negotiate good deals 
if they play their cards right, says Garry M ansell, European 
transport m anager for CELS/M asterfood and chairm an o f the 
European Shippers’ Association.

“You don’t have to be huge to get global agreem ents,” he 
said. “I know guys who ship 100 TEUs a year in various trade 
lanes who get global agreem ents.”

M ansell said that based on what h e ’s seen in Europe, confi-
dential contracts in the U.S. trades will generate a considerable 
amount of m isinform ation —  some of it deliberate.

He said shippers sometim es lie to each other about the rates 
they’re getting, and that shippers lie to carriers about rates 
offered by com petitors, and that carriers lie to each other about 
their rates.

Figuring out w hat’s true can be a challenge. “One of the best 
sources are people who just left your biggest com petitor,”

M ansell said.
Craig said it will take a while for shippers and carriers to 

com e to grips with the new environm ent. He predicts rate 
increases will stick in the strong eastbound transpacific trade.

But he added that those increases will be “the last roundup” 
for jo in t rate-setting by carriers. “This is the last tim e they can 
sit around the table and do business the old w ay,” he said.

Though shippers will have m ore freedom  to negotiate tai-
lored contacts under the new  law, they ’ll first have to determine 
how  they w ant ocean shipping to m esh with their overall 
logistics strategy.

Som etim es, the apparent solution isn ’t the right one, as some 
com panies learned after the dism antling o f intra-European 
custom s barriers a few years ago.

A fter years o f distributing product on a country-by-country 
basis, many firm s rushed to establish single distribution centers 
covering the entire continent. Some later discovered that the 
optim um  was to have two or three distribution centers.

And regardless of w hat happens as a result o f the new U.S. 
law, shippers face a host o f other variables in 1999 —  uncertain 
econom ic conditions, the possibility o f a W est Coast dock 
strike, questions about how the Conrail carve-up will affect 
U.S. rail service, and whether their com puters will crash at year 
end because of the Y2K bug.

NVOs lose advantage o f privacy
Shipping Reform, Census’s new export definition, Customs automation  

and shrinking profit margins will make it a difficult year fo r  forwarders.

B y  C h r i s  G i l l i s

For many forwarders and non-vessel-operating com -
mon carriers, last year ushered in m any legisla-
tive and econom ic changes that involved their 

businesses. Now they will have to live with the conse-
quences.

“ 1999 is going to be more difficult for us than last year, 
but the most exciting in 10 years,” said Jeff Coppersmith, 
vice president o f L.E. Coppersm ith, based in Redondo 
Beach. Calif., and head of the National Customs Bro-
kers and Forwarders Association of A m erica’s freight 
forwarding committee. “This is when changes from 
new regulations will com e to fruition.”

On the forefront o f most N V O s’ m inds is the new  regulations 
of the Ocean Shipping Reform Act.

The NVO industry grew comfortable operating under the rules 
of the 1984 Shipping Act. They took the less-than-container-load 
cargo away from the carriers and started cutting into the full- 
container-load business. All the NVO needed to get started was a 
bond and a tariff filed with the Federal Maritime Commission.

The new Shipping Reform  A ct will for the first tim e require 
all NVOs to be licensed as “ocean transportation interm ediar-
ies,” along with m aintaining their $50,000 bonds. They have 
also been excluded from  arranging confidential service con-

F O RW A RD ERS & NVO s
tracts w ith shippers and m ust continue posting their 
tariffs publicly.

On top of these burdensom e regulations, NVOs con-
tinue to suffer from  shrinking profit m argins in all major 

markets. The lack of export cargo to Asia left many NVOs 
scram bling to find new markets.

Latin A m erica, once one o f the healthiest NVO markets in 
term s of profits and stability, jo ined  the rest o f the w orld’s 

chaotic freight m arkets when overcapacity caused rates to 
dive last year. I t’s uncertain when this m arket will recover. 

“If this business continues to get worse, I m ay get out o f it and 
start a  restaurant,” said the president o f a M iam i-based NVO. 
“I t’s getting harder to m ake a living in this business.”

Some industry analysts predict the NVO industry will con-
tinue to consolidate with the added pressures o f new regulations 
and increasing dem ands from  shippers for logistics services. 
There is some question w hether large neutral NVOs, such as 
D irect Container Line and Brennan International Transport, 
will eventually becom e forwarders under the new licensing 
requirem ent.

Forwarders will have problem s finding more business in 
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1999. Shippers continue to consolidate their lists o f forwarding 
service providers.

“W e’re turning over m ore rocks than we used to looking for 
freight,” Coppersm ith said. “W e used to have the luxury to turn 
business away.”

Large forwarders will continue growing their international 
businesses, but they m ay have to reduce staff sizes and rely 
more on com puter technology to com pensate for tighter profit 
margins.

To save themselves, some NVOs are joining shippers associa-
tions to leverage their rate negotiations with carriers and com -
mand better service. Shippers association have started to become 
so numerous that now they will start competing with each other.

The NCBFAA recently set up a shippers association for its 
600 members. The group is waiting for the F M C ’s ruling to 
allow these forwarders to operate a  shippers association.

“If the FMC doesn’t perm it it, w e’ll come at it from the NVO 
angle,” said Peter H. Powell Sr., president o f the NCBFAA. 
“T here’s no prohibition against NVOs form ing shippers asso-
ciations.”

The forwarders are also w atching the outcom e o f the Census 
Bureau ’ s proposal for a new  definition of exporter. Census says

the change is necessary for collecting better trade statistics.
Forwarders are concerned about how the new exporter defi-

nition will account for ex-work shipm ents, where they are often 
listed as the exporter o f record on the shippers export declara-
tion. M ost forwarders favor the less-rigorous pow er o f attorney 
requirem ents under the proposed definition and the shift o f 
legal responsibility for the data’s accuracy from  their shoulders 
back to the exporter.

Since most forwarders operate customs brokerage services for 
imports, they are also concerned about the future of Custom s’ 
Automated Commercial System. If the 14-year-old system shuts 
down, it would throw the U.S. import business into a tailspin.

Customs wants to replace the system with the Autom ated 
Com m ercial Environment. It’s estim ated that this new system 
will cost nearly $1 billion to build, but Congress has not been 
forthcom ing with funds.

Groups such as the NCBFAA and the Coalition for Customs 
M odernization plan to lobby Congress for Customs automation 
funds early this year. I t’s hoped that Congress will hear the 
concerns o f the industry, since it w on’t listen to Customs. If 
funds cannot be appropriated. Treasury has suggested the 
industry pay for half the bill.

M ore energized, 
shipper friendly FM C

A gency’s watchdog role will intensify under the new law.

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

Since the Federal M aritim e Com m ission will be the only 
body holding sensitive business inform ation spelled out 
in confidential shipper-carrier service contracts, the 

Ocean Shipping Reform  A ct forces the agency into a stronger 
watchdog role. FM C officials have made it clear they will be 
looking out for sm aller shippers under the new  regime.

Thanks to what FM C Chairm an Hal Creel has called a 
“strong validation by Congress,” the agency enjoys crucial 
political support for its expanded role. Look for more action 
under Section 6 (g), which gives the agency broad pow er to act 
against anticom petitive agreements. Also, expect m ore public 
hearings into carrier agreem ents which the FM C m ay view as 
potentially anticom petitive.

The commission will be especially on guard against potential 
carrier abuses under discussion agreements. Although these ar-
rangements do not permit carriers to set rates, they do allow them 
to take “voluntary” action, which many believe amounts to 
collective rate setting. Here, the commission will have a tough job 
in piercing carriers’ defense that such actions are legal, because 
they were voluntary. But, like conferences, the minutes of discus-
sion agreement meetings must be filed with the FMC. And, FMC 
officials promise that the information will be reviewed very

REG U LA TIO N S
closely.

A lthough some have urged the com m is-
sion to adopt a set o f antitrust guidelines,
FM C will continue to address anticom petitive 
issues on a case-by-case basis.

Conferences for the first tim e are beginning to 
get a handle on the expected surge of confiden-
tial service contracts, that will be flowing into 
the FM C, beginning May 1. Contracting will 
double or triple under the new  regime.

Trans-A tlantic Conference A greem ent carriers estim ate that 
confidentiality and the carriers’ right to offer contracts to 
shippers on their own will more than quadruple the num ber of 
contracts in the transatlantic trade. In the U.S. the num ber is 
projected to grow from about 600 to more than 3,000.

In the inbound Asian trade, contracts from m em bers o f the 
Asia North Am erica Eastbound Rate Agreem ent are projected 
to reach 4,000, up from about 800 contracts conference-wide 
agreem ents covering the trade. W hile most o f the contracts will 
be signed independently, the conference expects to continue
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some conference-wide contracts. Larger shippers tend to use 
about three ANERA carriers. Rather than negotiate three sepa-
rate contracts, a few high-volum e shippers are expected to stay 
with conference-wide contracts, said A N ER A ’s m anaging d i-
rector Brian Conrad.

The contract surge is not expected to hit the w estbound 
transpacific, where individual contracts have been perm itted 
since last March. There are currently 50 conference-wide 
contracts among the m embers of the Transpacific W estbound 
Rate Agreem ent, and about 550 individual contracts covering 
the trade. Bill Anderson, T W R A ’s m anaging director, said it is 
hard to predict how many additional contracts will be filed 
under the new system in a trade where the ships are running 
about 60 percent full. But he does not expect the huge surge that 
will hit other m ajor trades.

A lthough shippers will no longer be able to use their “me- 
too” rights, the new law forbids a group of two or m ore carriers 
from discrim inating against shippers associations and ocean 
transportation intermediaries, anew  category that includes both 
freight forwarders and non-vessel-operating com m on carriers. 
The com mission has the authority to impose a $5,000 fine for 
each violation and a $25,000 fine for each willful violation.

No longer will parties have a choice o f either filing electroni-
cally or under the paper filing method, because the FMC would 
then have to deal w ith two separate systems. Electronic filing 
will be mandatory.

There is also a possibility that the com m ission will continue

to use its A utom ated T ariff Filing and Inform ation system until 
a new, m ore sim plified tariff system is developed.

For the first time, groups of carriers will be perm itted to sign 
contracts with trucking lines, railroads and even air-cargo 
carriers. In this case, the carrier will assume the role as the 
overland or air carrier’s shipper. However, such contracts m ust 
com ply with U.S. antitrust laws and the new shipping act.

NVOs m ay get a hearing in Congress next year on an 
am endm ent to the law which would give them the right to offer 
service contracts as carriers. House Judiciary Com m ittee chair-
man Henry Hyde, R-Ill., whose congressional district houses 
num erous N VO firm s, has indicated that he will revisit the issue 
in 1999.

The FM C will continue as the international leader in com bat-
ting unfair trade practices. The European Union, through the 
W orld Trade Organization, moves slowly on this front. Con-
gress clearly signaled that it expects the FM C to vigorously 
enforce its authority. So, look for more action against Japan —  
where port reform s are moving at a snail’s pace —  as well as 
China, and Brazil.

The FM C and the European Com m ission will continue to 
com m unicate more on international shipping issues. Com m u-
nication stalled during the years o f debate preceding the new 
law. A few months ago, the ice was broken with the EC officials 
met with FM C officials in W ashington. Both sides agreed to 
hold additional meetings to find ways to avoid conflicts be-
tween the U.S. and European shipping regimes.

H ectic year o f change  
for shipping lines

W hat will happen to conferences and fre igh t rates in 1999?

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

1
999 will throw many changes at ocean carriers.
They will have to grasp with more uncertainty 
in the big Asian trades and m ajor structural and 

industry changes that should include a reform  of 
conferences after enactm ent o f the Ocean Shipping 
Reform Act on May 1.

Tim Harris, chief executive officer of P&O Nedlloyd 
Container Line, believes that the “wider competitive 
pressures” and the equipment imbalance cost caused by 
the Asian crisis are “not expected to improve in the near future.

The key m arket event o f 1998 —  the shakeup o f eastbound 
and westbound transpacific and Asia/Europe traffic —  will 
probably continue well into 1999.

Yet, nobody is confident enough to predict when normal 
trading patterns will return.

“Even considering the current econom ic weakness in Asia 
and elsewhere, we still will see global trade growth growing 4 
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O CE A N
to 6 percent annually in the next several years,” predicted 

John Clancey, president and CEO of Sea-Land Service.
Harris said that he does not believe that there will be “a 

perm anent im balance,” as A sia’s imports from the rest of the 
world will resume.

W hat is clear, though, is that carriers will again raise freight 
rates in 1999 in the boom ing Asia-to-U.S. and Asia-to-Europe 
container trades, where they are in a strong negotiating posi-

tion. Transpacific carriers and the Far Eastern Freight C onfer-
ence have announced rate increases. In the opposite directions, 
rates are bound to rem ain at rock-bottom  levels.

Harris is one senior carrier executive who is confident that 
the plan by transpacific carriers to hike eastbound freight rates 
by $900 per FEU will be implemented.

Carriers deny that Asian products will be priced out o f export
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markets because o f these heavy increases in shipping costs or 
because of insufficient vessel space and container availability.

Despite higher freight rates, many North Am erican im port-
ers have seen their “total landed costs” on Asian imports 
decrease, as the prices they pay suppliers “have continued to 
fall,” said Albert Pierce, executive director o f the eastbound 
Transpacific Stabilization Agreement.

Therefore, 1999 will provide an extrem e, real-life case study 
about whether shippers can absorb rate increases without suf-
fering any m arket loss. If  shippers agree to pay the increases to 
secure the shipm ent o f their cargo and if freight rates have no 
effect on the level o f cargo flows, carriers will win their side of 
the argument —  that shippers can afford to pay in any supply/ 
dem and situation.

Following a record 20-percent jum p in eastbound transpa-
cific traffic levels during 1998, Pierce quoted trade forecasts 
showing another volume increase in 1999 of “somewhere in the 
5 to 8 percent range.”

The Ocean Shipping Reform  A ct’s im pact on rates is also 
uncertain. Some expect rates to fall again in 1999 in certain 
trades, partially because service contract rates becom e confi-
dential in U.S. trades after May 1. But the strong trades from 
A sia will alm ost certainly see rate increases —  som ething that 
is not m eant to happen when an industry is deregulated.

According to carriers, the slowdown in the num ber o f new 
containership due to be delivered in 1999 will work in their 
favor. Fewer new  ships and continued growth in cargo flows 
should end years of w orldwide vessel overcapacity, as has 
already happened in the container trades from  Asia.

Carriers are also optimistic that they will reap further benefits 
from their global alliances in 1999, following their wholesale

revam p in January 1998. Several alliances are talking about 
pushing their cooperation inland and may exploit the right, 
under the U.S. reform bill, for alliances to have jo in t service 
contracts.

On the conference front, carriers are preparing to reshape 
conferences in the transatlantic trade, as well as in other U.S. 
trades. The reform of conferences will be spurred by the U.S. 
reform bill and by the requests o f shippers for less bureaucratic, 
more global and m ore individual contracts with carriers. One 
difficult question is how the conference system will adapt: Will 
1999 determ ine the conference structure for the 2000’s?

As to the structure o f the ocean carrier industry, few would 
be surprised if there is a further bout o f carrier takeovers, 
mergers and corporate restructuring in 1999 —  a fam iliar 
feature of the industry since 1997. CP Ships and P&O Nedlloyd 
are said to be watching for potential acquisitions. Neptune 
Orient Lines denied that it wanted to sell a stake in APL, but 
acknowledged its “receptiveness to another acquisition to form 
a com bined entity at some point in the future.” The Japanese 
lines are continuing to consolidate and M itsui O.S.K. Lines will 
com plete its absorption of Navix in April.

“There is a temptation, in our professional lives, in our 
personal lives, to be overw helm ed by the uncertainty and 
volume of all that is com ing at us as we stand on the threshold 
o f a new  century,” Clancey said. He said that the shipping 
industry “desperately needs new ideas ... new inspiration,” and 
believes that this change can happen.

With the second year of the Asian crisis, trade volatility, a 
threatened conference system, under-profitability, more industry 
concentration and a reformed shipping act in the U.S., container 
shipping lines will have their plate full o f changes in 1999.

W atch out for shakeout
‘H ushkits’ spell doom fo r  airlines already operating on paper-thin margins.

B y  G o r d o n  F o r s y t h

The best news in 1999 for air freight concerns is that most 
carriers and forw arders survived 1998.

But after a year o f financial turm oil that saw freight 
traffic to A sia dry up virtually overnight and once robust 
com panies file one disappointing quarterly earnings report after 
another, all signs indicate m ore hardship lies ahead.

“Things don ’t look very good at the m om ent,” said Howard 
Jones, the new North A m erican cargo director for Scandinavian 
Airline System in New York. “The last tim e I saw this kind of 
pressure on yields and rates was when recession started in the 
U.K in the early 1990s.”

W ith many of the w orld’s economies slowing down and 
some even grinding into recession, air freight traffic is expected 
to grow more slowly in 1999.

Avitas, a consulting com pany based in Reston, Va., is calling 
for an anemic 2.1 -percent increase in international air freight 
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traffic in 1999, extending a slowdown 
m arked by 2 percent growth in 1998. Such 
m eager increases pale in com parison to 
the healthy 8 percent average annual 
growth rate registered in the 10 years prior t 
1998.

Adam Pilarski, senior vice presi-
dent at Avitas, said his report “ isn’t 
pessim istic, i t ’s realistic,” even though 1 
predictions fall far below the 5.7-percent increase expected by 
the International A ir Transport Association.

Slower revenue growth will make life particularly difficult for 
air freight companies on two fronts. First, it will hog-tie the airline - 
forwarder sector o f the air freight industry as it approaches a
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critical point in its fight against integrated express carriers.
The airline-forw arder group known as Cargo 2000 will m eet 

in M arch to decide the future of its “m aster operating plan,” 
which supposedly lays down business processes that airlines 
and forwarders need to adopt in order to provide worldwide 
tim e-definite air freight service —  something the industry has 
struggled to figure out for years.

The result o f that m eeting will likely decide w hether airlines 
and forwarders com pete with such carriers as Federal Express 
and DHL W orldwide, or resign them selves to providing a 
com modity service.

Second, slower traffic growth will put m ore pressure on 
freight yields, which have been falling steadily for the past two 
decades. As cargo capacity enters the m arket faster than airlines 
can fill it up, price wars could erupt, further squeezing profits.

That would destroy some airlines, particularly sm aller cargo 
carriers, that already operate on razor-thin margins. Those 
airlines depend on older, fully depreciated aircraft to eke out 
what little profit they can.

By Jan. 1,2000, however, those older planes that don’t m eet 
Stage 3 noise standards will be banned from  flying in the United 
States. A ll-cargo airlines are rushing to install “hushkits” on the 
engines of their Stage 2 aircraft. But even hushkits, which are

designed to m uffle a je t eng ine’s roar, can cost up to $1.4 
million each.

Carriers such as United Parcel Service, FedEx and the major 
passenger airlines have had few problem s shouldering the costs 
of hushkitting or replacing Stage 2 planes. But smaller carriers 
could be forced out o f business.

A ccording to a study prepared for Am erican Shipper by 
BACK Associates Inc., an aviation research firm in New 
Haven, Conn., 25.2 percent o f the U.S. freighter fleet and 30.3 
percent o f the world freighter fleet did not m eet Stage 3 noise 
standards as of Oct. 26, 1998.

“The concern is that a lot o f the sm aller cargo airlines could 
be going aw ay,” said Roger Piazza, president and chief execu-
tive officer o f Em ery W orldwide. “In fact, I think a good portion 
o f them could go under, especially some o f the airlines in 
M iami. I don ’t think they will m ake the investm ent.”

That sets up a scenario for 1999 in which larger cargo carriers 
and forwarders will be looking to raise their service levels —  
and prices —  at the same tim e many low-cost carriers wrestle 
with shrinking profits and mounting fleet costs.

The dilem m a for shippers will be finding dependable service 
at price levels they have com e to expect from  air freight 
com panies that can no longer discount rates to win business.

Strike w atch on W est Coast
Labor-saving vertical tandem lifts is a hot issue.

B y  R o b e r t  M o t t i .e y

The com ing year in labor, so far as shippers 
and transport providers are concerned, has 
one focus and one fear. The focus is on U.S.

W est Coast ports, and the fear is a strike by the 
International Longshore and Warehouse 
Union, when its contract runs out July 1.

Officially, no one wants a strike —  neither man 
agement, nor the union and its affiliated brethren. And 
certainly not shippers, who would have the m ost to lose.

“A strike, which would be horrendous, could still be 
avoided,” said Don W ylie, director o f trade and m aritim e 
services for the Port o f Long Beach. “But w e’re in a negotiating 
climate where attitudes are hardening.”

Sixty percent o f all containerized cargo m oving across the 
U.S. enters or exits the country through W est Coast ports, 
predominantly Long Beach and Los Angeles. If the ILW U 
struck those two ports, the resulting pile-up of containers would 
far exceed the congestion caused last year in the W est by a 
ham strung rail merger.

If W est Coast ports were idled by a longshore strike, “then the 
effects would be felt nationwide the next day,” W ylie said.

W hy does the ILW U raise its whip hand while on the East 
Coast, the International Longshoremen’s Association sees strikes 
as counterproductive? One answer lies in the relative poverty of 
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LAB OR
East and G ulf ports, com pared to cash-flush Los Angeles 

and Long Beach.
The ILA is working under a five-year contract under which the 

union granted sizeable concessions in an effort to retain as 
many jobs as possible. Because it doesn’t push for more, 
that union is considered reasonable and even statesman-
like, with its president feted accordingly.

But in Los Angeles and in Long Beach, the ILW U believes 
there is still juice in the turnips, and that pressure will bring 
ever-more-lucrative collective bargaining contracts. W est Coast 
em ployers fear that if  their labor costs becom e too expensive, 
carriers and shippers will bolt to East Coast ports or nonunion 
sites in M exico —  specifically on the convenient northern 
shoreline of Baja California.

Though most attention has focused on the standard issues of 
pay and benefits, a possible stealth issue that could arise in the 
1999 negotiations is the issue of vertical tandem liftings —  
VTLs, to use the acronym  for the practice of lifting two or more 
containers at once.

This particular labor im broglio has international anteced-
ents. A few years ago, A ustralian longshorem en, following 
instructions from  their stevedore em ployers, began using regu-
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lar-capacity cranes to lift two empty containers at a tim e instead 
of one. These VTLs, also called “m ultiple liftings,” seemed to 
work well enough, and the Aussies went on with them without 
further thought about safety.

Then Sea-Land, realizing that it could cut its vessels’ port 
time by a third or more, starting pushing U.S. ports to im ple-
m ent VTLs. A fter two em barrassing incidents in which Sea- 
Land containers lifted in tandem were dropped, m ercifully with 
no loss o f life, safety and cargo agencies o f the international 
m aritim e com m unity suggested that the U.S. take the lead by 
doing what Australia should have: Run thorough tests.

To that end, the U.S. Occupational Safety and Health Admin-
istration has asked the National Institute of Standards and Tech-
nology (formerly the U.S. Bureau of Standards) to determine if 
container twist locks can be used to lift as well as to secure empty 
containers. Initial testing suggests that they can be, except for 
weaker latch locks. A favorable result from more complete testing 
seems certain to speed the use of VTLs in U.S. ports in 1999, and 
will have immediate reverberations abroad.

W hile the ILA is unhappy with VTL as a labor-saving 
process on the East and G ulf coasts, there are no signs as yet that

the new two-for-one technique will cause significant problem s 
at Eastern ports.

In the W est, it’s a different story. The ports want to em brace 
VTLs to retain carriers, which the ILW U sees as an unpermittable 
“w in” for m anagem ent in the current, take-no-prisoners nego-
tiating atmosphere. So, look for the ILW U to brand VTLs as 
dangerous to life and cargo.

VTLs are not the only sensitive issue on the table. Ports are 
troubled by the ILW U ’s frequent w ork stoppages. The union 
itself has been scarred by internal warfare and litigation involv-
ing the PMA.

M eantim e, fresh reports from  A ustralia and Hong Kong to 
the effect that workaday cranes can lift four em pty containers at 
once will only ratchet up labor tensions another notch, this time 
on both coasts.

International labor and cargo interests are also urging a closer 
look in 1999 at the non-vertical lifting of containers, which occurs 
frequently in Third W orld ports that lack modem facilities. At 
such locales, workmen typically use four-legged swings to lift a 
container at an angle of less than 90 degrees (thus, “non-vertical”), 
putting stress on both its twist locks and the goods inside.

C O G SA ’s w orld debut
Congress is expected to pass revised Carriage o f  Goods 

By Sea Act, a cornerstone o f  U.S. maritime trade

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

In 1999, the single m ost anticipated event in adm iralty law 
is the probable passage o f the revised Carriage o f Goods 
By Sea Act. If all goes well, Sen. Kay Bailey Hutchinson, 

R-Texas, will introduce the COGSA revision early in the new 
Congress. Its supporters hope that the bill will clear the Senate 
and then the House on routine voice votes, befitting an arcane 
but necessary m easure that needn’t attract further attention. 
Because President Clinton once taught COGSA in law school, 
all hands assume that he will see the sense of updating one of the 
cornerstones of U.S. maritime trade.

That scenario may unfold as outlined. It is also possible that 
at least one A m erican carrier, previously unheard from, may 
com plain sufficiently for another public hearing to be held on 
the revision. That is not H utchinson’s preference.

The carrier in question resents the fact that the revision raises 
the present CO G SA ’s $500-per-package lim itation o f liability 
to the level provided by the Hague/Vis by Rules, about $980- 
$1,100. That point is nonnegotiable with the M LA, which has 
already allowed m inor changes in the revision’s fifth draft to 
reassure tugboat operators that deep-sea stipulations will not 
apply on inland waterways.

If the revised COGSA passes, the U.S. will have put an 
emboldened foot forward in a global fray over carriage of goods 
by sea, to the dismay of the International Federation of Freight 
Forwarders Associations.

FIAT A sent several representatives to New 
York for the M LA ’ s fall meeting in 1998. It was 
instructive to sit with them during a meeting of 
the M LA ’s COGSA committee. “As you say 
over here, we just don’t ‘get it,’ ’’one of 
the FIAT A people said gently. “W hy do 
you want to pass a newer and more 
aggressive version of COGSA?”

The answer lies in the slowness of Le Comite 
Maritime International (CMI), the International Maritime Com-
mittee based in Brussels, to deal with carriage of goods. A CMI 
working group has been meeting in London for a day and a half 
every six months, trying to meld the Hague/Visby Rules with the 
Hamburg Rules. By 2005, those deliberations could result in a 
CMI Convention on Carriage of Goods At Sea that would be 
applicable worldwide. Such a convention would harmonize dif-
ferences in the various COGSA constraints o f major shipping 
nations.

“W e feel that the U.S. should wait until the CM I does its 
w ork,” one FIATA representative said. “It would make for a 
neat and orderly transition.” However, that is not the view o f the 
M LA, nor o f m any shippers, nor o f m ost carriers, for whom 
2005 seems a long way off.
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A revamped American COGSA with sharpened teeth would 
force the shipping world to comply with broader standards of 
protecting cargo and vessel seaworthiness, notably by making 
carriers responsible for errors o f navigation and management. 
Only the U.S. has the clout to do that effectively, ahead of a CMI 
convention.

International pressure from  tanker owners has made the 
MLA consider going forward in 1999 with a revision of the U .S . 
Oil Pollution Act o f 1990. The idea is to reduce putative liability 
for the owners o f tankships. On that issue, however, the MLA

seems prudently unwilling to take on a thankless uphill struggle. 
OPA ’90 is largely sacrosanct in the eyes o f politicians who 
w on’t risk the fury o f environm entalists.

Although epochal oil spills have been rare in American waters, 
there have been a recent series of relatively minor incidents given 
flaming attention by the media. They have ended with televised 
scenes of an offending carrier’s CEO standing in muck wearing 
coveralls over a pinstripe suit, comforting a dying egret.

G iven that mindset, even small qualifying alterations to OPA 
90 are not in the cards before the millennium.

W HAT DO YO U TH IN K ?
Here's your chance to go out on a limb with us. 

Check responses and Fax to (904) 791-8836

1. CSX and Norfolk Southern will form ally announce 
that their Conrail takeover is up and running

Q  (a) in the spring.
Q  (b) in the summer.
Q  (c) next fall.

2. Labor problem s on the W est Coast will result in
Q  (a) a short-term strike with lim ited effect.
Q  (b) a longer work stoppage causing headaches for 

shippers across the country.
Q  (c) huff and hot air.

3. The troubled Liberian ship register will
Q  (a) lose two-thirds of its current vessels to the Panam a 

and Baham ian flag registries.
Q  (b) lose half o f them.
Q  (c) make a com eback.

4. The hot new logistics concept in 1999 will be 
Q  (a) rightsizing.
□  (b) inter-enterprise collaboration.
Q  (c) “ special-purpose” providers of financial and lo-

gistics services.
5. The Jones Act will 

Q  (a) succumb.
Q  (b) always be with us.
Q  (c) be weakened significantly in a long-debated m ake-

over.
6. The M aritim e Law Association’s proposed revision  

o f COGSA will
Q  (a) pass relatively easily in the new Congress.
Q  (b) require additional hearings before passage.
□  (c) die on the vine.

7. FastShip’s first prototype vessel will be 
Q  (a) funded through Title XI arrangements.
Q  (b) funded through with D efense D epartm ent sup-

port.
□  (c) put off another year.

8. U.S. C ustom s’s long-awaited A utom ated C om m er-
cial Environm ent will
□  (a) receive full funding from  Congress.
□  (b) receive partial funding.
□  (c) receive none at all.

9. NVO shippers associations which com bine large vol-
um es o f business will
□  (a) raise legal antitrust issues.
□  (b) be let alone to do as they wish.
□  (c) be m eaningless in the long run.

10. Large neutral NVOs, under the Ocean Shipping  
Reform  Act, will
□  (a) becom e freight forwarders.
□  (b) m aintain their status quo.
□  (c) becom e more powerful.

11. FedE x’s pilots will
□  (a) strike in the first quarter.
□  (b) settle for substantially less than FedEx offered

them last fall.
□  (c) knuckle under to FDX  chairm an Fred Smith and

disband their union.
12. Cargo 2000’s “m aster operating plan” will
□  (a) lead the airline-forw arder sector o f the air freight

industry to victory over integrated express carri-
ers.

□  (b) help only larger carriers and forw arders raise
prices and service levels.

□  (c) m ean nothing.
13. W hen clocks switch from  1999 to 2000, com puters 
will

Q  (a) justify  all Y2K fears.
□  (b) cause only m inor interruptions in transportation

and shipping.
□  (c) end the business world as we know it.

FAX your response to (904) 791 -883 6
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L O G IST IC S

Hamburgers
in

Hamburg
Europe is proving a hard  

logistics nut to crack. 
H ere’s how one m ajor 

U.S. fa s t fo o d  chain has 
been able to develop the 

supporting infrastructure 
it needed in Germany.

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

L ast year, in a country with a 
pop u la tio n  o f 85 m illion , 
M cDonald’s German restaurants 

served 1.5 million peopleaday. McDonald’s 
posted 1997 net sales of approximately 
3.39 billion marks. W ith47,500 workers on 
its payroll, the company is the largest em-
ployer in the German food service sector.

The Teutonic love affair with Big Macs 
depends, for consummation, on the timely 
delivery of frozen goods to 850 restaurants 
across the country. "That has not been ac-
complished easily,” said David Atkins, pres-
ident of Atkins International Distribution 
Strategists in Garden City, N.Y. "The sys-
tem in place today, which works so well, 
had a long period of gestation.”

In 1971, McDonald’s opened its first 
German restaurant in Munich. After four 
years, the food chain wanted a distributor 
that could also work in other countries. It 
contracted Frigoscandia GmbH, a commer-
cial cold storage company that was also 
adroit at reefer transport.

Very soon, Frigoscandia started a sub-
sidiary, Frigoropa GmbH, to handle its 
growing McDonald’s business. Frigoropa, 
basically an administrative entity, then sub-
contracted d istribution  services from 
Frigoscandia.

Between 1975 and 1981, Frigoropa set

up more subsidiaries serving McDonald's 
in Switzerland, Austria, Denmark, Sweden 
and France. These companies took over 
total distribution of the fast-food chain’s 
frozen and dry goods.

In 1981, M cDonald’s German division 
decided to set up a “total distribution” net-
work, which was unheard of at that time in 
Europe. The idea was to combine wholesal-
ing, warehousing and transport out of a 
single source.

Distributor Subsidiaries. Despite 
their six years of experience, Frigoscandia 
and Frigoropa had to bid for the job. They 
won a contract to be the first “total distribu-
tor” for McDonald’s products in West Ger-
many and Luxembourg, and started a 
subsidiary called Warenhandel+Logistik+

Service GmbH, or WLS. M cDonald’s 
owned45 percent of WLS; Frigoscandia 45 
percent; and Andreas Rost, managing di-
rector of Frigoropa, 10 percent.

In 1992, M cDonald’s decided to bring 
together all of Frigoropa’s European sub-
sidiaries under the umbrella of Alpha Man-
agement GmbH, known informally as the 
Alpha Group, based in Duisburg, Germany. 
Alpha stands for “Administration, Logis-
tics, Production, Holding.” WLS, also in 
Duisburg, remained the largest subsidiary 
within the Alpha Group.

The group has acted as a management 
and financial holding company for the In-
ternational Forwarding Co. S.T.I. in Ger-
many, MLS in the Netherlands, HLS in 
Switzerland, SDL in Austria; LRS in France, 
Serlog in Turkey, Italog in Italy, Hungarorak

32 AMERICAN SHIPPER: JANUARY 1999



INTERNATIONAL LOGISTICS

in Hungary, and Danlog in Denmark. “All 
handle McDonald’s business exclusively,” 
Atkins said.

WLS purchases products used in the food 
chain’s restaurants with the “coordination 
of McDonald’s purchasing and quality as-
surance department,” said Gero Liebig, a 
logistics manager at WLS.

“They give us a list of suppliers that they 
have selected. We obtain all of the goods 
needed on a daily basis, and distribute them 
to every McDonald’s restaurant in Ger-
many,” he said.

Liebig said WLS operated throughout 
Germany with a common script. “We orga-
nize deliveries according to a just-in-time 
concept,” he said. “Route plans, which fac-
tor in road congestion, are constantly up-
dated to minimize distances between WLS 
and the restaurants.”

WLS’s trucks run 24 hours a day, except 
from 10 p.m. Saturday to 12 p.m. Sunday. 
The provider resolutely contracts its own 
drivers. “McDonald’s expects that,” he said.

“Unfortunately, only 3.3 percent of our 
distribution business can be done by rail-
way,” he explained, “because trains cannot 
dock at a McDonald’s restaurant. We use 
our truck fleet 97 percent of the time.” 
Rail transport is not as established in Ger-
many as in the U.S., he said, “because 
distances are much shorter.”

Target W indows. H ere’s how 
McDonald’s order flow works. “Once a week, 
restaurants transmit their orders online to 
WLS,” Liebig said. “Our warehouse workers 
arrange the goods by hand according to com-
missions made by the restaurants. The goods 
label is the basis for such commissioning, 
since it contains all import information.” 

Each order is split into two or three deliv-
eries per week. Usually, the first delivery 
arrives at the restaurant in about a day and 
half. “Our deliveries are on time in 95 percent 
of the orders we get,” Liebig said. “We think 
that’s better than OK because McDonald’s 
sets a tolerance margin of plus or minus 30 
minutes from the original delivery time.” 

When a WLS truck arrives at a restau-
rant, the manager conducts a quality check, 
inspecting the temperature of the goods 
with a thermometer.

McDonald’s pays WLS “out of a margin 
based on kilograms,” he said. Interestingly, 
the parent company keeps the Alpha Group ’ s 
distributor-subsidiaries on a short leash. 
“Working with an open-book policy,” he 
noted tactfully, “agreements have to be found 
on a quarterly basis. As long as agreements 
are found, cooperation is prolonged.”

In 1997, WLS expanded into a GVZ or 
guterverkehrszentren, a freight consolida-
tion center located at Wustermark just west

of Berlin, to service McDonald’s restau-
rants in eastern Germany

“The attractions of Wustermark include 
direct connections from the GVZ to the 
outer Berlin Railway Ring and the Berlin’s 
M otorw ay Ring A 10, accessing the 
autobahns that go everywhere in Germany,” 
Atkins said.

The Wustermark depot also has the use of 
a small port along the adjacent Havel Canal 
that can handle up to six container vessels.

“We have it all,” Leibig said, “trucks, 
trains, ships.”

This showcase GVZ, which has been 
funded by the European Union, the German

Federation, and the state of Brandenburg, 
was originally part of a countrywide logis-
tics plan conceived when the first autobahns 
were built, in the National Socialist era 
before World War II.

WLS operates other distribution sites for 
M cDonald’s in Grunzburg, Neu Wulmstorf 
(near Hamburg), Duisburg, and Mainz.

What will the euro mean to the Alpha 
Group and WLS? “We will begin using euro 
right away,” Liebig said. “Our price quota-
tions will change after Jan. 4, but in general, 
we see no effect in the short term. In the long 
run, national borders will disappear and un-
bounded distribution areas will be created.” ■

HUAL
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The time it takes 
to move flow ers  
from  the plane  
to warehouse can 
be deadly. “I t’s not 
uncommon to see 
the flow ers loaded  
onto fla tbed  
trucks, completely 
exposed to warm  
air tem peratures.”

Brian Friedman
president,
Farm Direct — Roses Only

No time to smell the roses
M iami-based flow er shipper pushes 

perishable logistics system to the limit.

B y  C h r i s  G i l l i s  a n d  G o r d o n  F o r s y t h

A s president of Miami-based flower 
shipping company, Farm Direct 
—  Roses Only, Brian Friedman is 

constantly monitoring a less-than-perfect 
transportation logistics process.

“W e’re not state of the art. W e’re stretch-
ing the limits of an existing system,” he said. 
“It fails a lot of the time.”

Every n ight, cargo 
planes descend upon Mi-
ami International Airport 
loaded with fresh-cut flow-
ers from Latin America.
The flowers are processed 
and placed on trucks or 
dom estic planes and 
whisked off to supermarkets, florists and 
street corners throughout North America.

But the system is far from perfect, Fried-
man said. Few forwarders, carriers and air-
ports have the equipment and resources 
needed to offer the quality handling and 
sheer delivery speed shippers in the flower 
industry demand.
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Friedman said that before opening his 
own company in January 1998 he spent 
eight years trying to convince Miami air-
port to build a flower auction and logistics 
center. That has happened.

“The transportation of perishables from 
beginning to end is not designed to handle 
these types of commodities,” Friedman said. 
“Whatever is being done today is tokenism.”

Reducing Handoffs. The main prob-
lem in delivering flowers, Friedman said, is 
there are too many weak links in the perish-
ables delivery chain.

Farm Direct buys roses from three farms 
around the Cotopaxi mountain peak in Cen-
tral Ecuador. To eliminate the need for re-
packing in Miami, the company’s roses are 
packed at the farms into boxes that hold 150 
stems each before transport to Quito airport.

Once a rose is cut on the farm, it should last 
for 14 days, Friedman said. Ideally, cut flow-
ers should be packed into boxes and kept at 
34 degrees Fahrenheit. They should be flown

to Miami overnight and be moving out of 
Miami airport a day later after being cleared 
by U.S. inspectors, giving consumers plenty 
of time to enjoy a flower’s bloom.

But there are breakdowns in the process. 
Farm Direct flowers must be at Quito air-
port before an 8 p.m. curfew to make the 
nighttime cargo flights to Miami. Flights 
are delayed, airline cargo capacity out of 
Latin America can be scarce, and there are 
often delays at warehouses and problems 
with temperature control. Temperatures 
inside flower boxes often rise above 60 
degrees in the semi-tropical climate of south-
ern Florida, Friedman said.

“The flowers are nearly dead by the time 
the customer gets them,” he said. “You’re 
lucky if they last much longer than four 
days after purchase.”

But many of a flower shipper’s problems 
are just beginning when the airplane touches 
ground in Miami. To maintain freshness, 
cut flowers must make their way quickly 
into temperature-controlled warehouses.

Friedman
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Cut flowers made up 36 percent of the 462,200 tons of northbound air 
freight from Central America to North America in 1997, according to Boeing.

There is about 500,000 square feet of 
refrigerated warehouse space located within 
a three-mile radius of Miami airport, said 
Peter Cajigal, head of cargo development at 
Miami International. But most of that space, 
except for facilities run by carriers such as 
Challenge Air Cargo and Fine Air Services, 
lies off airport.

“We, as an airport, do not develop per-
ishables facilities,” Cajigal said. “That is up 
to the airlines to do themselves.”

The time it takes to move the flowers 
from the plane to the warehouse can be 
deadly for flowers. It’s not uncommon to 
see the flowers loaded onto flatbed trucks, 
completely exposed to warm air tempera-
tures,” Friedman said.

The beautiful blooms aren’t safe even 
when they reach the warehouses. Ship-
ments must be prepared in southern Florida 
and put into trucks or domestic planes for 
delivery to retailers. That can take as long 
as three days.

“Some flower wholesalers like to place 
the flowers into belly-holds of passenger 
planes,” Friedman said. “That’s the most 
damaging form of transport, because the 
flowers are out of the cooler for hours. If 
you have to, take it by truck.”

Farm Direct avoids less-than-truckload 
carriers and passenger planes altogether by 
using integrated express carriers, such as 
Federal Express and United Parcel Service, 
for delivery to flower retailers around the 
U.S. Friedman said integrated carriers give 
Farm Direct reliable, time-specific delivery.

Integrated carriers may be expensive, he 
said, but there is no substitute in the flower

business for fast and reliable service.
“If the transportation should fail, the 

shipment is a total loss,” he said. “FedEx 
delivers our flowers 98.4 percent of the 
time, but that 1.6 percent delivery failure 
can still hurt you.”

A florist may buy a box of 150 rose stems 
for $150, then retail it for $650, Friedman 
said. “Failure to deliver or damaged flow-
ers could cost the florist $500 in income.” 

With Farm Direct, roses cost about 25 
cents each, plus an additional 20 cents apiece 
for transportation. If a rose retails for 65 
cents, “we’ve added 45 cents of value to the 
flower with 20 cents for transportation,” 
Friedman said.

By effectively managing the transporta-
tion piece of the flower business, Farm 
Direct guarantees its roses will last seven 
days on a consumer’s dining room table, 
instead of the usual four days.

Dedication. The key to Farm Direct’s 
transportation success, says Friedman, is 
minimizing handoffs in the transportation 
chain. Christian Helms agrees.

Helms heads Miami-based Hellmann Per-
ishables Logistics, the perishables-dedicated 
subsidiary of international forwarding gi-
ant Hellmann International.

“The reason we established HPL is be-
cause we believe there are too many cut-
offs in the perishables logistics chain,” 
Helms said. “The more cut-offs there are, 
the more potential problems you will have.

“The perishables delivery business is very 
localized,” he added. “There are many play-
ers that have no way to work with each

other. They could all be experts in their 
respective area, but together they have no 
ability to do what the importer in Chicago 
really needs. It is only by pure chance that 
the importer gets his shipment.”

Hellmann set up HPL in September 1997 
to take advantage of what Helms calls a 
growing market for integrated, door-to-door 
perishables delivery. Hellmann bought Rank 
International, with a 70,000-square-foot 
facility in Miami, and Universal Freight 
Forwarders in Seattle to form the heart of 
the unit. It has brought in more than $60 
million in the first 12 months of operation.

Out of its Miami-based headquarters, 
HPL has set up offices in Chile, Australia, 
New Zealand, Guatemala, Costa Rica, El 
Salvador, Honduras, Peru and London. So 
far, the company has concentrated on mov-
ing mostly produce and seafood, but is 
planning a major move into the flower 
business by opening an office in the Neth-
erlands early in 1999.

Holland has long been renowned for its 
flower production. But low-cost growers in 
Central America and, more recently, Af-
rica, are taking over as the world’s top 
flower exporters.

Farms in Columbia and Ecuador have 
become a major source of cut flowers enter-
ing the United States by out-competing the 
Dutch and U.S domestic growers. More 
than three-quarters of the flowers imported 
in the United States come from Central 
America— nearly all of them on airplanes.

According to Boeing, cut flowers made 
up 36 percent of the 462,200-ton north-
bound air freight market between Central 
America and North America in 1997.

Amee Gonzalez, a customs broker for 
Fritz Cos. in Miami, said there are more 
than 400 flower farms in Colombia and 
slightly fewer than 400 in Ecuador.

Most of the flowers come in on freighters 
operated by Challenge Air or by Aerofloral, 
the leading flower carrier out of Colombia, 
Gonzalez said. Cut flowers also mean big 
business to all-cargo carrier Fine Air, mak-
ing up more than 25 percent of its revenue.

And demand for the fragrant and colorful 
blooms is growing as cut flowers become 
more accessible to consumers, who see 
them on city street corners and grocery 
lines. Farmers, importers and carriers can 
better tap the market’s potential, say ex-
perts, through the use of information tech-
nology and more efficient transportation.

“The farms in Ecuador and Colombia are 
like 20 years behind the farms in Holland,” 
Gonzalez said.

Helms hopes HPL can bring the farmers 
into modern times with the Internet. The 
company plans to develop farmer web sites 
with electronic communications links to
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perishables buyers around the world.
HPL wants to be the middleman between 

farm and buyer, maintaining the web sites, 
arranging for transportation and taking a 
piece of the profit.

“If you are a buyer anywhere in the 
world, you want the ability to tell the farms 
exactly what types and quality of product

CHICAGO
One of the more unusual solutions to 

the transportation obstacles that confront 
flower shippers comes from Chicago- 
based Pagter Innovation.

Two years ago, Pagter adapted a Dutch 
design to make a package that allows 
flowers to be transported upright in water. 
The stackable package consists of a plastic 
container, a sturdy cardboard collar and a 
lid with multiple ventilation holes.

“The stress on the flowers is reduced 
dramatically,” said Stan Lewandowski, 
sales manager for North America at Pagter. 
“It can double the life of flowers.”

The container was first designed for

you want,” Helms said. “That’s only pos-
sible if you have a mutual medium of com-
munication like the Internet.”

In the meantime, Farm Direct’s Fried-
man is looking for better ways to move his 
roses. He is trying to bring down his trans-
portation costs by using Envirotainer con-
tainers to move flow ers aboard U.S.

roses, but is now used for 50 to 60 variet-
ies of flowers, Lewandowski said.

There is also the 13-by-13-by-22-inch 
bouquet box, designed with around bucket 
of water in the bottom. The problem with 
this container is its lack of usable space and 
possible box compression. It is not recom-
mended for transits of longer than a day.

Nevertheless, many flower shippers still 
use traditional methods, he said.

“Over the past year, I ’ve visited over a 
hundred flower growers and importers. 
Many of them are from the old school —  
using the cheapest method possible with 
little concern for the quality of the prod-
uct," he said.

commercial airlines.
Envirotainer provides containers that can 

keep shipments cool for up to 96 hours. 
Farm Direct is using LD-3 reefer containers 
that fit into the belly cargo compartment of 
most widebody aircraft. Friedman said he 
can load 40 half-boxes or 20 full-boxes of 
flowers per container.

The relative high-cost of air freight is a 
major hurdle for perishables shippers, who 
depend on the speed of airplanes. Most per-
ishable goods are lower in value than other 
air freight mainstays, making it more diffi-
cult for shippers to justify air freight prices.

“Envirotainer is possibly the best avail-
able answer,” to the price-speed dilemma, 
Friedman said. “There are probably other 
answers, but this is the simplest solution for 
us right now.”

Friedman said he hopes to parlay his 
experience in flower shipping into more 
perishables business.

“I ’m a logistics person, not a flower 
person,” he said. “We may extend what 
w e’ve learned with handling flowers to 
other types of perishables.”

Not every perishable commodity needs 
to be flown,” Friedman continued. “But 
every perishable commodity needs to be 
handled properly to retain its value.” ■

Shipping containers add life to flowers

Focused on delivery

For easy-to-use, door-to-door logistics services, 
call us today.
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CPFR: CPR for a supply chain
Collaborative Planning, Forecasting and Replenishment 

meshes trading partners’ networks to improve supply chains.

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

G oing it alone is no longer a viable 
logistics option. Pity the company 
that doesn’t outsource, shuns third- 

party providers, keeps vendors at arm ’s 
length and retains a “let-them-buy-cake” 
attitude toward customers.

From all accounts, i t ’s getting harder to 
march that far behind today’s band of 
trendsetters.

The newest banner at the head of the 
logistics parade is called “inter-enterprise 
collaboration.” That means having an inte-
grated supply chain where all partners have 
real-time access to the same information.

This latest phenomenon took root after 
the shift of attitudes toward supply chain 
management that occurred when an indus-
try-wide working group issued a report late 
in 1992 on “efficient consumer response,” 
quickly tagged ECR by those who must 
turn everything into alphabet soup.

The report suggested that the U.S. food 
and supermarket industry could save $30 
billion annually, and reduce system-wide 
inventories by more than 40 percent, if 
more rational practices could be brought to 
bear on four specific issues: trade promo-
tion, replenishment, product assortment, 
and new product introductions.

Of those four, it turned out that the 
replenishment issue took over center ring. 
The wild dance that ensued around it has 
been driven more by greed than rationality. 
“Because so many organizations have been 
quick to conjure their analyses of, and 
blueprints for, ECR implementation, many 
in the industry have come to believe that 
ECR means ‘every consultant’s retire-
ment,’ ” said Jossi Sheffi, professor and 
director of the Center for Transportation 
Studies at the Massachusetts Institute of 
Technology.

Holistic Approach. In addition, the em-
bracing of new trading partners and third- 
party providers created rules of engagements 
that had no common denominator other 
than the need for the latest information.

“Because so many 
organizations have been 

quick to conjure their 
analyses of, and blueprints 
for, ECR implementation, 
many in the industry have 
come to believe that ECR  
means ‘every consultant’s 

retirement. ’ ”

Jossi Sheffi
director, Center for
Transportation Studies, MIT

Everyone liked the beat of the ECR drums, 
but no one knew the steps to dance to it.

As a result, the open sharing of informa-
tion between retailers and suppliers has not 
occurred at the desired rate.

"There are a number of reasons for that,” 
Sheffi said, “but among the most important 
have been the extraordinary volume spikes 
created by short-term, in-store promotions, 
and the inability or unwillingness of sup- 
ply-chain participants to cooperate in the 
open communication of point-of-sale data.”

What to do? Some of the folks who 
thought up ECR have developed a new 
business model that takes a holistic ap-
proach to supply chain management through 
a network of trading partners.

The moniker for it is “collaborative plan-
ning, forecasting, and replenishm ent,” 
promptly tagged as CPFR —  an especially 
ill-chosen acronym that makes one think of 
cardiopulmonary resuscitation (CPR). Per-
haps the soup mavens should try again.

“CPFR has more to do with increased 
sales by reducing the amounts of out-of- 
stocks than it has to do with efficiency,” 
said Joseph Andraski, vice president of

customer marketing at Nabisco and chair-
man of an industry-wide CPFR committee.

“CPFR improves the way we forecast 
product flows, so that the products are on 
the shelf when the consumer comes into the 
store. Fewer out-of stocks represent a sub-
stantial gain in sales,” he said.

Forecasting Changes. How does this 
collaborative scenario work? According to 
Sheffi, “it begins with an agreement be-
tween trading partners to develop a market- 
specific plan based on sound category 
management principles. Both partners agree 
to own the process and the plan, so that 
value-chain participants can minimize in-
ventories.

“By focusing on the flow of supply to 
consumers, without the clouding effect of 
inventory, participants can discover previ-
ously hidden bottlenecks in the flow. In 
turn, taking care of these now-visible in-
efficiencies can reduce process costs,” he 
said.

Fundamentally, the jointly agreed-to plan 
describes what is going to be sold, how it 
will be merchandised and promoted, in 
what marketplace and in what time frame. 
The scheme becomes operational “through 
each com pany’s existing systems, but is 
accessible by either party,” Sheffi ex-
plained.

“If you want to forecast accurately what 
a customer will order, just ask them what 
they plan to buy. If you want to know if 
what you’re planning to produce is what 
your sales department is planning to sell, 
ask them,” Sheffi said.

“That seems easy enough to do. Yet most 
uncontrollable costs result from reactions 
to circumstances that someone knew about 
but could not communicate with others 
who need to know in a timely fashion,” he 
said.

Everyone suffers from the consequences: 
undependable orders, last-minute demands 
totally out of sync with available inventory, 
higher landed cost, and ultimately, signifi-
cantly lower profit.

“It’s all in the forecast,” said Richard J. 
Sherman, senior vice president, customer 
development, for Syncra Software Inc.

“Let’s take a hypothetical manufacturer 
as an example, one with a complex portfo-
lio of volume products in a seasonal market. 
The manufacturing manager, because of 
unit-cost metrics, wants each line run to be 
as long as possible in cost-effective se-
quence —  the traditional ‘push’ system. 
That means producing a lot of stock as 
inventory.

“At the warehousing end,” Sherman said, 
“the warehouse manager wants product 
produced and shipped as it is ordered— the
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‘Betweenware’ providers jump in
Whenever a fresh logistics concept makes a splash, soft-

ware manufacturers are not far behind with the means to 
implement it.

For inter-enterprise collaboration, they are calling it 
“betweenware” —  software that sits “between” the planning 
systems of trading partners to facilitate a mutual viewing of 
product replenishment. Here are some companies that are 
developing CPFR-compliant software packages, with their 
websites:

•  SAP, www.sap.com.
•  i2 Technologies Inc., www.i2.com.
•  IBM Corp., www.businesscenter.ibm.com.
•  Manugistics Inc., www.manugistics.com.
•  Syncra Software Inc., www.syncra.com.
•  Oracle, www.oracle.com.
•  QRS Corp., www.qrsi.com.
•  Logility Inc., www.logility.com.

new ‘pull’ system.”
The reality, he explained, is 

that both managers are right.
“Very few companies produce 
their products on the same day in 
the volume required to meet a 
day’s consumption.”

“The key point is that it is physi-
cally impractical —  if not theo-
re tica lly  im possib le  —  to 
implement a truly pull system, 
especially given economies of 
scale and product movement.”

Sharing data in a real-time en-
vironment allows the participat-
ing managers to orchestrate their 
product flows simultaneously,
Sherman said.

Mutual Needs. Does inter-
enterprise collaboration work in 
the marketplace? One harbinger 
for what is happening occurred in 
1995, when Wal-Mart and Warner-Lam-
bert joined forces in a pilot program con-
ducted over three months. The trading 
partners used a paper-based process to re-
plenish Listerine mouthwash at three Wal- 
Mart distribution centers.

“We wanted to be able to forecast to-
gether, so we could both have visibility as

to what inventory we needed, and continu-
ously replenish the inventory we had,” said 
Jay Nearnberg of W arner-Lambert’s cus-
tomer service sector.

Both partners found that the results sur-
passed theirexpectations. Wal-Mart reduced 
its inventory of Listerine by 25 percent. 
Each company was able to shuck a full two

weeks of inventory from their 
supply chains, and halve the time 
required for their order cycles. 
“We came to the conclusion that 
two heads are better than one,” 
Nearnberg said.

In the food industry, more than 
30 manufacturers, retailers and 
consultants have since taken up 
inter-enterprise collaboration.

“CPFR builds on the founda-
tion the grocery industry estab-
lished with ECR. This would not 
have been possible prior to ECR, 
but CPFR is a natural evolution of 
principles that many companies 
have put into place,” said Ralph 
W. Drayer, vice president for ECR 
at Procter & Gamble Worldwide.

W ith or without acronyms, 
other industries are finding that 
substantial savings are possible 
through collaborative programs. 

This latest logistics development, which 
does require two or more to tango, is an-
other step away from less open practices in 
supply chain management that were preva-
lent as recently as the early ’90s.

Which leaves an interesting question: 
what is left to an individualistic company 
that prefers a blank dance card? ■
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INTERNATIONAL LOGISTICS

FedEx develops link 
with SAP software

Uses application programmer interfaces to link custom ers’ 
software with FedEx shipping, tracking programs.

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

/  S  ■  'V  eep integration" is the new 
B  ■  buzzword in electronic com- 

merce and logistics. It means 
a lockstep sharing of real-time data be-
tween companies whose software systems 
previously had nothing to say to each other.

The keys to deep integration are applica-
tion programmer interfaces —  APIs.

An application programmer interface pro-
vides a set of standards that corporate devel-
opers can use to integrate their software 
systems.

Put another way, an API is a bridging 
technique to give software developers in 
one company a map to another company’s 
systems.

If this electronic bridge had a road sign, 
it would say “If you want this data from my 
system, here’s the format in which you’ll 
receive it. If you want to pass data to my 
system, here’s where you send it and here’s 
the format we need to read it.”

At Federal Express, developers are using 
APIs to give the software systems of se-
lected customers real-time access to FedEx 
shipping and tracking programs.

This all-out push for deep integration has 
resulted in several electronic product lev-
els. The first, ExpressBridge, has been in 
general release since September. It offers a 
link between customers who have bought 
SAP ’ s R/3 client server software and FedEx.

Overlapping Bases. The giant over-
night carrier worked for more than a year 
with SAP developers.

“The idea was to use an application pro-
grammer interface as the technical center-
piece to actually develop integration, so 
that when customers who use SAP accept 
an order, that data automatically gets trans-
lated into FedEx shipping,” said Michael 
W. Janes, vice president of electronic com-
merce and logistics marketing at FedEx.

The first half of FedEx’s solution is ship-
ping-related APIs, centered on package
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preparation. FedEx claims ExpressBridge 
makes package preparation seamless, with 
no re-keying.

The other half is APIs fortracking. “When 
goods are ordered, the agent can, right then, 
give the tracking number with the quote, so 
the customer can watch it come inbound.

“W e’re giving SAP customers integra-
tion into our system,” Janes said.

“I ’m glad to see SAP reaching out to a 
broader base through its FedEx connection. 
1 think that’s a good thing,” said Pano 
Anthos, president of Syntra Systems in 
New York.

He said there have been frequent com-
plaints that SAP’s R/3 “runs thin at the 
warehousing and distribution end of the 
supply chain.”

“Unfortunately, ExpressBridge doesn’t 
allow alerts to be given through the entire 
supply chain,” Anthos said. “In that sense, 
it is only a means for tracking goods, not for 
overall supply chain management.”

Janes said that a pending improvement 
by FedEx and SAP will produce “more 
cross-functional links through a company ’ s 
supply chain.”

Caliber, a FedEx Corp. subsidiary, has 
had no direct role in the API sharing pro-
grams — except that it ’ s able to use FedEx ’ s 
APIs for its own customers. The programs 
have been developed by FedEx’s logistics 
and electronic commerce division.

KPMG As Midwife. How has FedEx 
managed to get along with SAP? The ques-
tion is of more than passing interest, since 
scores of SAP customers have reported a 
difficult and prolonged period of acclimati-
zation after paying millions for the R/3 
client server system.

Although FedEx has not been a SAP cus-
tomer itself, Janes said the ExpressBridge 
venture had been developed with “an easy 
rapport.” The consulting firm of KPMG did 
step in at intervals to smooth the liaison.

“From FedEx’s perspective, why would 
we announce this deal with SAP? Both 
FedEx and SAP have a large market share 
and a large mutual customer base, particu- 

«»larly in the high-tech industry,” Janes said.
“There’s a considerable overlap. We 

make this pitch to our mutual customers: 
‘You already have SAP, you already are a 
FedEx customer, but right now there isn't 
deep integration between the way you ac-
cept orders and the way you process ship-
ments.’ ”

FedEx ’ s timing has been especially adroit, 
since many companies are in various stages 
of implementing enterprise resource plan-
ning (ERP) software. For those with com-
puter systems that are not quite at the most 
complex ERP levels, FedEx has begun its 
own API program, unrelated to SAP.

This third level API has had limited but 
promising exposure in a trial “beta” version 
that’s been offered to an initial 500 selected 
customers.

‘Beta’ Waiting List. In development 
terminology, an “alpha” version of a new 
electronic product is a format that stays in- 
house. The first testing version is called 
“beta.” The final version offered to the 
public is called “general release.”

For customers who wanted to integrate 
their systems with FedEx’s shipping and 
tracking systems, FedEx has written four 
versions of sample code in four computers. 
Interested parties may register on FedEx’s 
website, and FedEx will upload the code for 
them.

Anyone who wants to register for the 
“beta” version may go to FedEx.com and 
click on the link for the global developer 
site.

"W e've filled out our target goal, signing 
up our 500 first customers. That group 
consisted of corporate developers who 
wanted access to our APIs. They may or 
may not have SAP. Usually, they don’t,” 
Janes said.

“ We ’ ve capped the beta right now at 500, 
because w e’re battle-testing everything. 
Once we do that, w e’re opening up our 
APIs to everyone. Right now, w e’d lift the 
cap for existing customers. We don’t plan 
to be in capacity-constrained beta much 
longer.”

APIs can be adapted to any existing com-
puter systems, even if a company hasn’t 
bought into ERP big-time. FedEx does not 
charge for his “beta” API link. However, 
the SAP ExpressBridge capability is not 
free, and depends on the negotiation be-
tween SAP and its customer

“We want people to register now,” Janes 
said. “The waiting list is there, and we ’ 11 be in 
general release in the first quarter of 1999.” ■
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EUROPEAN SHIPPERS’ PERSPECTIVE

By Gerard Verhaar

Different views of loyalty contracts
Ocean Shipping Reform A ct contains a little-noticed change 
that adds to differences in how the U.S. and Europe 
view loyalty contracts and deferred rebates.

Gerard J.M. Verhaar
Zwaluwplein 3
NL 2661 B T Bergschenhoek
Netherlands
Tel: 31-10-521-4627
gverhaar@ wxs.nl

The Ocean Shipping Reform Act will 
introduce additional discrepancies in the 
way United States and European laws treat 
loyalty contracts.

Both shippers and carriers on the North 
Atlantic will become victims of this mess.

Under loyalty contracts, or dual-rate con-
tracts, shippers agree to move a certain 
percentage or their cargo during a speci-
fied period in exchange for a lower rate. 
The practice is widespread in most of the 
world, but has been prohibited in the U.S. 
since 1916.

What the European Un ion alio ws in terms 
of loyalty ties between shippers and the 
conference (or whatever form the next 
North Atlantic carrier cartel may take) will 
probably be prohibited by the U.S.

And what the U.S. permits is prohibited 
by the EU, though certain arrangements 
may be eligible for exemption from Euro-
pean competition laws.

This does not come as a complete sur-
prise. It has been foreseeable for several 
years, while the 1998 shipping act was 
being debated. Perhaps the conflict could 
have been avoided if lawmakers at either 
end of the trade had worked together. But 
diplomatic and political customs and cour-
tesies preclude countries (or groups of coun-
tries) from intervening in the legislative 
processes of other countries.

Old, new definitions
An analysis of the situation should start 

at the American end, where the loyalty 
issue is a puzzle by itself.

Let us read first the definition of “loy-
alty contract” in the 1984 act (See com-
parison of provisions in 1984 and 1998 
acts).

The definition reflects the notion of a 
loyalty contract as it is or was applied by 
many conferences all over the globe. In 
plain and simple words, this type of con-
tract provides for a cash or immediate 
rebate, usually 10 percent off the tariff

rates. It also provides for some kind of 
penalty for breach of contract by a shipper. 
Usually, this type of contract is made with 
the conference as a whole.

This type of contract was permitted un-
der the 1984 act, as long as the contract 
conformed with U.S. antitrust laws (See 
Section 10, prohibited acts, paragraph (b), 
subsection 9)

The author is not sufficiently familiar 
with all the details of the American anti-
trust laws and cannot say, therefore, the 
extent to which loyalty contracts were in 
practice permitted. But the fact is that the 
1984 definition was essentially similar to 
the description of loyalty contracts in EC 
Regulation 4056/86 (Article 5, paragraph 
2(b)).

The European regulation says that “the

conference shall, after consulting the trans-
port users concerned, set out ... a list of 
cargo and any portion of cargo agreed with 
transport users which is specifically ex-
cluded from the scope of the loyalty ar-
ran g em en t; 100 p e rc en t loya lty  
arrangements may be offered but may not 
be unilaterally imposed.”

This type of contract addressed what 
previously was customary in conference 
liner shipping —  the so-called immediate 
or cash-rebate loyalty contract.

The 1998 act refers to the deferred- 
rebates type of loyalty contracts and not to 
cash or immediate rebates. Is this inten-
tional or just the result of the lack of exper-
tise by the U.S. Congress? The 1998 act 
links deferred rebates to loyalty contracts 
and effectively prohibits immediate loy-

1984 and 1998 acts, loyalty contracts 
and deferred rebates

Loyalty contract

The 1984 Shipping Act
Section 3, paragraph (14) reads: “ ‘Loy-
alty contract' means a contract with an 
ocean common carrier or conference, 
other than a service contract or contract 
based upon time-volume rates, by which 
a shipper obtains lower rates by commit-
ting all or a fixed portion of its cargo to 
that carrier or conference.”

The 1998 Ocean Shipping 
Reform Act

Section 3, paragraph (13) reads: “ ‘Loyalty 
contract’ means a contract with an ocean 
common carrier or agreement (among 
ocean common carriers), by which a ship-
per obtains lower rates by committing all 
or a fixed portion of its cargo to that carrier 
or agreement and the contract provides for  
a deferred rebate arrangement." (Empha-
sis added)

Prohibition o f deferred rebates

The 1984 Shipping Act
Section 10 on prohibited acts says that 
"no common carrier ... may offer or pay 
any deferred rebates.”

The 1998 Ocean Shipping 
Reform Act

Section 10 on prohibited acts also says 
that "no common carrier ... may offer or 
pay any deferred rebates.”
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How the U.S. and the EU treat loyalty
arrangements and contracts

U.S. EU
Cash rebate contract perhaps permitted, 

subject to cartel law
permitted

Deferred rebate contract prohibited non-existant

Deferred rebates prohibited permitted, if alternative 
to contract

Conference-wide service permitted prohibited, but exemptable
service contracts on conditions

Individual service contracts permitted permitted

Time-volume rates permitted permitted if part of tariff 
and available to all shippers

alty rebates. This is the main change of the 
law as it relates to loyalty agreements.

Limited impact of changes
The impact of the change in U.S. defini-

tion of loyalty contracts will have limited, if 
any. impact on shippers and carriers.

First, deferred rebates are prohibited un-
der the new act, as they were under the 1984 
act.

This is, of course, not new. Deferred 
rebates have been prohibited by U.S. law 
since the 1916 Shipping Act. That is some-
what surprising, because there is nothing 
unfair or dishonest about the practice.

Only when (non-U.S.-based) conferences 
offered deferred rebates as a single loyalty 
arrangement —  in the absence of an alter-
native, such as a cash loyalty rebate con-
tract —  was there reason to object.

So long as shippers are free to choose 
among alternatives, why should deferred 
rebates be prohibited?

The U.S. prohibition is now all the more 
surprising, since the system does not differ 
in principle from the time-volume contracts 
that are permitted by both the 1984 and 
1998 acts.

The operation of time-volume rates is 
also based on fulfillment of specific condi-
tions by the shipper —  offering a minimum 
volume of shipment during a specified pe-
riod. If the shipper does not meet that con-
dition (and that can be established only 
afterward), the shipper will be asked to pay 
the difference between the normal gross 
rate and lower time-volume rate.

Loyalty contracts cannot exist under the 
new act, because of the link in the definition 
with deferred rebates.

If the act should be understood to allow 
cash loyalty contracts, they probably would 
be banned by Section 7, Paragraph b, sub-
section 4, on grounds they lack antitrust 
exemption.

Lack of international harmony
Loyalty arrangements are normal and 

permitted outside the U.S., including in 
Europe.

The new U.S. act falls short of fulfilling 
one of its purposes mentioned in Section 2 
(declaration of policy), paragraph 2: “to 
provide an efficient and economic trans-
portation system in the ocean commerce of 
the United States that is, in so far as pos-
sible, in harmony with, and responsive to, 
international shipping practices.”

Outside the U.S., deferred loyalty re-
bates are allowed. A deferred rebate ar-
rangement is a unilateral public offer by a 
carrier or a conference to refund part of all 
freight invoices to a shipper who commits 
all of his shipments to a carrier or confer-

ence. The agreement covers a specific pe-
riod, usually six months, and usually pro-
vides for refunds of about 10 percent.

There is no commitment by the shipper 
to commit all his shipments to the carrier or 
conference. The shipper is free to ship with 
some other carrier without incurring a pen-
alty. But if the shipper uses outside carriers, 
the shipper isn ’ t entitled to claim a deferred 
rebate.

To shippers using a deferred rebate ar-
rangement, a decision to load a shipment on 
an outside carrier’s vessels is a matter of 
calculation. If the rate savings exceeds the 
accumulated deferred rebates to be for-
feited, the shipper gains. If not, the shipper 
is likely to stick with his regular carriers and 
then file for the rebate at the end of the 
service period.

EC problems with contracts
Admittedly, the fact that the new U.S. 

law will allow confidential service con-
tracts constitutes further liberalization of 
the traditionally restrictive U.S. laws gov-
erning conferences.

However, this does not help much in the 
North Atlantic trade, because of the Euro-
pean Commission’s negative attitude to-
ward conference-wide service contracts.

The EC considers most of the service 
contracts of the Trans-Atlantic Agreement 
and its successor, the Trans-Atlantic Con-
ference Agreement, to be only a disguise 
for escaping the American prohibition of 
loyalty contracts and the U.S. requirement 
for adherence to filed tariffs.

The EC is suspicious because very few 
service contracts contain genuine additional 
services or guarantees to the shipper. Some 
contracts cover only a few TEUs, extend for

only a few weeks, and contain no penalties 
for non-performance.

The EC holds that such conference-wide 
service contacts (as distinct from those con-
cluded by an individual carrier and a ship-
per) violate EC Regulation 4056/86. That 
regulation permits a conference to set a 
common and uniform tariff, but does not 
exempt other price-fixing agreements, such 
as conference-wide service contracts. Indi-
vidual exemptions of these can be granted 
upon application.

Such exemptions will surely be subject 
to several strict conditions, such as that the 
conference not prohibit members from tak-
ing independent action on service contracts, 
that such contracts be made available to all 
shippers, and that the minimum duration 
not be so short that seasonal shippers can’t 
participate.

That view is not the last word on the 
subject in Europe, since the TACA carriers 
will surely put it to the test before the 
European Court of Justice. But if the court 
supports the views of the European Com-
mission, it may be the end of many service 
contracts in Europe. We won’t know for 
several years.

What all of this means is that the North 
Atlantic trade, particularly as far as ship-
pers’ agreements with conferences are con-
cerned, is in areal state of confusion. Certain 
loyalty arrangements are permitted by the 
U.S. and prohibited by the EU, and vice 
versa. Joint service contracts are prohibited 
by the EU.

History has shown that the strength of a 
conference lies predominantly in tying ship-
pers through contracts. But in the North 
Atlantic, many types of these contracts are 
illegal. ■
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Shippers’ Case Law
A bstracts by Robert M ottley

Ruling shields air carriers against multiple liabilities
Consulting Network International Inc. (CNI) submitted a 

proposal in July 1996 to Rwanda’s Ministry of Primary and 
Secondary Education for the sale and installation of computers, 
materials and supplies, and the training of personnel. In Febru-
ary 1997, Consulting Network and Rwanda’s ministry entered a 
contract for equipment and services.

SCAC Transport (USA) Inc., located in Sterling, Va., is an 
indirect air carrier that provides cargo transportation to shippers. 
As an indirect air carrier, SCAC neither owns nor operates 
aircraft. SDV Belgium is also an indirect air carrier, providing 
similar services out of Belgium.

CNI contracted with SCAC to warehouse, insure and transport 
an air freight shipment from Virginia to Belgium. SDV Belgium 
was engaged to forward the shipment from Belgium to Rwanda. As 
part of the agreement, SCAC and SDV insured that the shipment 
would arrive in Rwanda within four to five days after Consulting 
Network completed delivery to SCAC.

The shipment comprised 243 cartons of computer equipment 
and 13 oversized storage cabinets. Consulting Network deliv-
ered the goods to SCAC on July 22, 1997. A partial shipment of 
72 pieces reached Rwanda on Aug. 13; another 22 pieces arrived 
on Aug 22, and the rest on Sept. 1. In all, the complete shipment 
arrived 36 days after Consulting network completed delivery.

Consulting Network claimed that eight pieces of equipment 
arrived damaged beyond repair. Furthermore, the delay in ship-
ment meant that the company failed to install the computers 
within the time required in its contract with Rwanda’s ministry. 
Consulting Network also said it sent a team of experts to Rwanda 
to await the shipment. The group had to linger for a month, at the 
company’s expense, before the full shipment arrived.

CNI sued SCAC and SDV in a federal court in Virginia. The 
plaintiff also claimed that the defendants had deviated from their 
contract in regard to the amount charged for the shipment. CNI 
alleged that the agreed-upon rate was $3.92 per kilogram, based 
solely on weight, while the rate SCAC and SDV charged on the 
air waybill accompanying the shipment was $4.70 per kilogram, 
based on volume. Consulting asked for $1,338,189.10.

According to court papers filed by defendants, a SCAC 
employee at SCAC’s warehouse in Fairfax, Va., found the actual 
weight of the to be 3,914 kilograms instead of the 2,600 kilos 
suggested by Consulting Network.

Before sending the cargo SCAC explained in detail to Con-
sulting Network how the freight charges appearing on the air 
waybill were derived. Specifically, that the shipment was charged 
by volume rate because that was greater than the actual weight, 
a standard and customary practice in the worldwide air transport 
industry. SCAC also explained that it is not possible to determine 
whether a shipment will be charged by volume weight or actual 
weight until all packages are received, weighed, and measured.

U.S. District Judge Claude M. Hilton wrote in his decision that 
“the Warsaw Convention applies to all international transporta-
tion of persons, baggage, or goods performed by aircraft for hire. 
As a treaty, the Convention is equal in force to domestic law. All 
parties agree that the Convention applies in this case.”

The Warsaw Convention provides that “in the case of damage,

the person entitled to delivery must complain to the carrier 
forthwith after the discovery of the damage, and, at the latest, 
within three days from the date of receipt in the case of baggage 
and seven days from the date of receipt in the case of goods. In 
case of delay, the complaint must be made at the latest within 14 
days from the date on which the baggage or goods have been 
placed at his disposal. If no complaint is made with the time 
specified ... no action shall lie against the carrier.”

“To resolve this matter,” Hilton wrote, “the Court must first 
determine whether CNI was a ‘person entitled to delivery’ under 
the terms of the Convention.” If so, then the Court “must determine 
whether CNI complained about the damage and delay within the 
times specified by the Convention.”

Although Hilton said he could find no case defining “who is 
a ‘person entitled to delivery, ’ ” he cited three examples of relevant 
case law. One court had ruled that only the consignor or consignee 
named on the air waybill can sue for damages to cargo. Another 
court found that a successor-in-interest of a damaged party to a 
contract can sue if their rights are derived from either the consignor 
or consignee. A third court had said that an undisclosed principal 
can sue on a contract entered into by his agent.

“The thread which unifies these cases seems to be a desire of the 
courts to insure that carriers will know with whom they are 
dealing,” Hilton wrote, “so that they are not subjected to multiple 
liabilities.”

He said Consulting Network “claims to be an agent of the 
Government of Rwanda, yet they have produced no evidence to 
the Court to rebut the presumption that they are acting for 
someone other than themselves. From everything presented to 
the Court, it appears that the Government of Rwanda is satisfied 
with the computer equipment. It is only CNI who is dissatisfied.”

“Since CNI is not acting as an agent of Rwanda, there is no 
reason to test CNI’s theory that agents are ‘person (s) entitled to 
delivery. ’ Allowing CNI to maintain this suit would be contrary 
to the principle of not exposing air carriers to multiple liabili-
ties,” Hilton concluded, ruling in favor of the defendants.
[ Consulting Network International Inc., v. SCAC Transport (USA) 
Inc., and SDV Belgium, n.v, a.k.a TAC; U.S. District Court, 
Eastern District ofVirginia, Alexandria Division; Civil ActionNo. 
97-1740-A; memorandum opinion filed  Nov. 10,1998]

Limits of COGSA
When does the U.S. Carriage of Goods by Sea Act apply? U.S. 

District Judge Lourdes G. Baird succinctly stated the guidelines in 
a recent California case. COGSA is not merely a defense, but an 
exclusive remedy for loss or damage to goods covered by its 
provisions. “It completely preempts the field,” Baird said. By its 
terms, COGSA applies to “every bill of lading or similar document 
of title which is evidence of a contract for the carriage of goods by 
sea to or from  ports o f the United States, in foreign trade.”

However, in this case, the court ruled that if cargo is shipped on 
a bill of lading from one foreign port to another foreign port, the fact 
that it is transshipped in a U.S. port does not bring it under COGSA. 
[Joe Boxer Corp., et al., v. Fritz Trans. In tJ I, et al.; U.S. District 
Court. Central District o f  California. CV 97-9083; opinion filed  
May 19,1998]

44 AMERICAN SHIPPER: JANUARY 1999



Law & Insurance
Cargo insurance incident reports, edited from insurers’ files

Unfortunate prescience
In this column last month, there appeared a warning that 

calcium hypochlorite (hydrated) UN 2880 should not be shipped 
in the hold of a containership. According to preliminary tests, 
that material —  a disinfecting and cleaning agent used all over 
the world —  may ignite or explode if stowed in a sultry, closed 
area. The warning came from Dr. J.H. Burgoyne and Partners, by 
way of the Swedish Club and the TT Club.

As the December issue went to press, a 550-foot containership, 
the DG Harmony, caught fire near the equator off the coast of 
Brazil. The vessel burned for a week, and 90 percent of its 1,215 
containers on board were charred or badly scorched. Preliminary 
reports indicate that a container of calcium hypochlorite (hy-
drated) UN 2880 had been put on the very bottom of the cellular 
stacking in the center of the ship.

The incident will surely spur scientists to complete their full 
testing of UN 2880. Meantime, insurers reiterate that calcium 
hypochlorite (hydrated) should be stowed only on deck, in a 
shaded area.

Crafty consignees
An insurer of transport providers warns that truck theft in 

Russia “is now an art form.” Stolen goods have helped create a 
“gray market” where such goods find their place among legiti-
mately imported materials, thereby obtaining premium rates for 
the consignee and circumventing the well-established black 
market.

Around Moscow, especially, where their first port of call is the 
designated customhouse, truck drivers must wait several hours 
before documentation is cleared and approved by the customs 
authorities. It is quite common for a driver to be approached by 
a party purporting to represent the consignee and who will have 
very definite knowledge of the load and identity of the driver.

The driver is often persuaded to release the documentation 
and is thereafter directed to an “alternative” warehouse, or the 
individual may simply ask the driver to await further instructions 
until he returns with more senior personnel. “It’s easy to blame 
the driver for his naivete or even his stupidity,” one insurer’s 
spokesman said. The ultimate responsibility for letting drivers 
fall into this trap lies with the road transport operator and 
indirectly the insurer.

The insurer concluded that a driver’s value cannot be over-
stated. Dependable Russian truckers rarely collude with other 
parties to steal goods. If the driver isn’t a culpable party, then 
who feeds information to extraneous interested parties? The 
answer would appear to be consignees. If cargo is stolen before 
reaching them, they don’t have to pay for it. If they help arrange 
a theft, often the goods are passed by the actual thieves on to the 
original consignees for relatively small retainers. The consign-
ees get their goods free of duty, and can still file loss claims.

Another tarpaulin would have helped
A freight forwarder used his own bill of lading to cover the 

shipment of a helicopter from the U.S. to Sweden. Being of 
irregular shape, the helicopter rode on a flat rack, which was, in 
turn, carried on the deck of the vessel.

After seawater damaged the helicopter, the shipper claimed 
that under-deck stowage had been required. The forwarder 
argued that no such instruction had been given, and carriage on 
deck was permitted under the terms of his bill of lading. It was

also doubtful that the helicopter could physically have been 
stowed under deck.

A Texas court ruled against the forwarder, finding that there 
had been an explicit instruction given by the shipper to stow 
below. Alas, the forwarder could not recover from the carrier 
because the forwarder had given no indication that stowage 
below deck was required.

The insurer for the forwarder immediately reminded its other 
clients that all instructions given by a shipper must be taken into 
account when arranging shipment of cargo. All documents 
issued, especially bills of lading, should properly reflect those 
instructions. Sub-documents should also indicate compliance 
with the shipper’s original wishes.

Wait 24 hours to load after fumigation
Because of the infestations of plant pests, including the Asian 

longhomed beetle, the Animal and Plant Health Inspection 
service of the U.S. Department of Agriculture has published an 
interim rule requiring solid wood packing material from China 
to be fumigated prior to departure from China.

Shippers, carriers and importers should keep in mind that a 
container under fumigation is subject to the regulations of both 
49CFR and the IMDG Code. Such a box must have warning 
signs on its doors. Fumigation requires additional documenta-
tion, including notification to the vessel master.

The U.S. requires that at least 24 hours elapse between 
fumigation and loading cargo aboard the ship.
If all of the carriers of containers from China opt for fumigation, 
perhaps 70 percent or more of cargo on some ships can become 
hazardous and must be stowed “clear of living quarters” accord-
ing to the IMDG Code. Equipment capable of detecting the 
fumigant must be provided on board the vessel.

There is little wiggle room for the ignorant here. According to 
the interim rule, the U.S. will require a certificate for each shipment 
to China that contains solid wood packing materials. The certifi-
cate must be issued by the national government of China, and it 
must state that the packing materials were treated with heat or 
preservatives or fumigated prior to departure from China. Should 
a container arrive with no such certificate for the packing materials, 
an APHIS inspector may deny entry to the entire shipment.

Overloaded
A vicious, prolonged storm in the Pacific recently disrupted 

shipping lanes and swept containers from the decks of four 
vessels. Insurers lost no time in reminding transport providers 
that containerships were regularly being overloaded from the 
standpoint of what lashing designs could accommodate.

Some vessels sail with containers stacked five high. Increas-
ingly, one sees ships on which deck loads are stacked six high.

“If such deck loads are to become the norm,” queried a 
spokesman for the TT Club, “hasn’t the time come to ask 
whether current container lashing systems are adequate?”

“Security systems are clearly failing,” the spokesman said. 
The club recommended that lashing bars be tightened at sea, and 
all locking arrangements double-checked as thoroughly as pos-
sible before a bad blow starts.

Sources: Dr. J.H. Burgoyne and Partners; the Swedish Club; the 
TT Club; OTIM, the (U.S.) National Cargo Bureau, Liberian 
Shipowners’ Council, Ltd.
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Forwarders expand Asia logistics work
The Asian financial crisis has been bad for the region’s economy 

but has generated a boom in new logistics business for multina-
tional forwarders.

Many forwarders have taken advantage of the economic situation 
in Asia by opening new logistics operations or buying existing ones.

“Given the current cost pressure and the increased difficulties to 
get bank loans in many Asian countries, the demand for third-party 
logistics will increase,” said Gerhard Mewald, regional manager of 
logistics services for Kuehne & Nagel Logistics in Hong Kong. 
“Third-party logistics improves the companies’ cost structures and 
performance indicators.”

“We have seen a large increase in both inquiries and contracts for 
third-party logistics activities,” said Paul Graham , Circle 
International’s president and chief operating officer for Asia Pa-
cific “We have also noticed a broader outlook with companies 
willing to review any and every activity that could be outsourced.”

Also giving logistics providers a boost in the region has been the 
harmonization and reduction of customs regulations and tariffs 
among the ASEAN countries. This has contributed to intra-Asian 
trade growth.

“The current cost pressure on the production industry is forcing 
Asian companies to rethink their ‘we do everything ourselves’ 
attitude,” said Kuehne & Nagel’s Mewald.

Many Asian shippers are moving from in-house, fixed-cost 
logistics management to a variable cost structure based on sales 
volumes with a third-party logistics provider. But many shippers in 
the market still chose logistics providers based on the lowest cost.

The Asian logistics infrastructure is less developed than in the 
U.S. and Europe. That requires forwarders to make substantial 
investments in facilities and information systems.

Asian shippers want more specialized logistics services, such as 
organizing manufacturing kits, cross-docking, inventory manage-
ment and parts procurement, in addition to traditional forwarding.

“Many local Asian freight forwarders and logistics companies 
have found themselves under tremendous pressure as their local 
relations and one-country operations are unable to provide the 
range of services on a regional basis that these companies de-
mand,” Graham said.

To increase its Asia-Pacific logistics business, Circle bought 
Concord Express, a Singapore-based provider of logistics services 
primarily for the high-tech sector. The company also plans to open 
another logistics facility at Santa Rosa in the Philippines.

Schenker International recently opened a 220,000-square-foot 
logistics center in Singapore, which will help the company distribute 
auto parts in the region for Audi and Volkswagen. Lufthansa, 
Polaroid, Nokia, Grohe and Ara also distribute parts from the facility.

More than 500 companies use Singapore as their base for logistics 
and distribution management throughout the region. According to the 
Trade Development Board of Singapore, demand for logistics ser-
vices by these companies has grown about 10 percent a year.

“Asia is the most competitive place as far as rate structures and 
aggressive behavior go,” said Bill Skroskis, senior manager for the 
ASEAN region at BDP-Asia Pacific in Singapore. “We don’t want 
to be the cheapest in the market, because w e’ll just end up in a rate 
war. W e’re interested in working with companies that want to grow 
with us.”

BDP provides logistics services to many large chemical firms in

the Far East. The forwarder moved operations into Singapore in 1996.
“These companies are moving more of their manufacturing to 

Asia,” he said. “If we don ’ t follow them, that’s lost business for us.” 
The chemical sector was hit hard by the Asian financial crisis last 

year with sales volumes falling by 10 to 20 percent. “People just 
aren’t buying as much,” Skroskis said.

Local Asian forwarders make it difficult for multinational for-
warders to compete by pricing their logistics services at or below 
market value. But if Asian shippers are going to outsource more 
logistics operations, forwarders will have to show they’re willing 
to invest some of their own money in the system.

“The old chicken and egg syndrome is still alive,” said a large 
Asian shipper. “The third-party logistics providers are still reluc-
tant to illustrate their commitment through capital investments 
without firm customer contracts. Customers are usually reluctant 
unless the infrastructure is in place. We do not foresee a major 
change in this situation in the short term."

“The large companies had to deal with these types of operators 
and that may be the reason why many have resorted to owning, 
operating and expanding their own logistics services,” said Herminio 
V. Heramia Jr., logistics consultant for San Miguel Brewing Group 
in Manila. “Those who started to deal with third parties even had 
to help develop these providers.”

During the next two years, more shippers are still expected to 
outsource more of their logistics business to forwarders and other 
logistics providers.

“With more professional providers operating in the region, 
providing better cost-effective services, many companies will tend 
to outsource,” Heramia said. “They will use these partnerships to 
yield a competitive advantage.”

In recent years, one of the most attractive, and yet one of the most 
difficult logistics markets for forwarders to enter is China.

“Remember that in China, easy things can be very complicated, 
and complicated matters can be very easy,” said Sammy Chey, 
corporate manager of freight development in China for PBB 
Global Logistics, at a meeting of the Canadian Association of 
Logistics Management in October. “Through ‘connections,’ one 
must earn the trust and respect from the Chinese people.”

Many forwarders are forming joint-venture arrangements with 
Chinese forwarders. China’s laws are restrictive about who is 
allowed to operate within the country. Many of these forwarding 
operations are set up in Beijing, Shanghai, Tianjin and Qingdao.

USDA puts ocean-freight rates on Internet
The U.S. Department Agriculture has made its Ocean Freight Rate 

Bulletin available on the Internet (www.ams.usda.gov/tmd.ocean).
The bulletin, produced by the USDA’s Agricultural Marketing 

Service, is a monthly report that tracks the ocean freight rates for high- 
value containerized commodities shipped to Asia and Europe.

Enrique E. Figueroa, administrator of the USDA’s Agricultural 
Marketing Service, said the bulletin enables large and small 
agricultural shippers to easily identify an ocean carrier’s rates and 
services in a particular trade lane and make the best selection.

The bulletin provides a side-by-side comparison of rates and 
services provided by shipping lines with market share for each 
commodity and trade route. It tracks freight rates for almonds, 
apples, beef, cotton, grapes, grapefruit, lemons, oranges, pears, 
pistachios, potatoes, poultry and raisins.

46 AMERICAN SHIPPER: JANUARY 1999

http://www.ams.usda.gov/tmd.ocean


FORWARDING / NVOs

Who’s the exporter?
Census Bureau tries to narrow its definition. Shippers oppose 
the change. Forwarders and carriers say it’s a good idea.

W A S H IN G T O N

Exporters can be hard to define.
That’s what the U.S. Census Bureau 

found recently when it announced it will 
change its definition in an effort to improve 
trade statistics collected from shippers ex-
port declarations, or SEDs.

Census says half of SEDs contain errors, 
and that the inaccurate data skews statistics 
that are used in international trade negotia-
tions.

SEDs don’t always clearly identify the 
exporter. In goods shipped ex-works, for 
example, the U.S. manufacturer exporting 
the goods wouldn’t be listed on the SED; a 
foreign consignee or forwarder might be 
listed instead.

Census has proposed a narrower defini-
tion that would require the exporter be 
listed on the SED no matter what the terms 
of sales.

“The purpose of the rule is not to increase 
burden on the trade,” said C. Harvey Monk, 
Jr., chief of the Foreign Trade Division at 
Census. “We want to make the rules clear 
and concise about who should be respon-
sible for information on SEDs.”

Shipper Concerns. Most shippers and 
forwarders acknowledge the need for accu-
rate trade statistics, but they’re concerned 
about the Census proposal.

“The more we get into it the more com-
plicated the issue becomes,” said Paul 
Brownell, director of trade regulation for 
the American Electronics Association in 
Washington. “We want to help Census find 
a more reasonable way to collect trade 
statistics, but we feel the agency is going 
about it the wrong way.”

Census has received 55 letters from the 
industry opposing its new exporter defini-
tion. Opponents include Hewlett-Packard, 
Novell, 3M, the American Petroleum Insti-
tute, IBM, General Electric, Fina Oil, Kodak, 
the National Association of Manufacturers 
and the Agricultural Transportation Group.

“It is difficult enough to motivate some 
small to medium size companies to export 
in the first place, and to add another nega-
tive factor to the process does not serve our 
country well if we are truly interested in 
mobilizing these same companies to en-
gage in international trade,” said Transcon

Trading Co., an export management firm 
based in Irmo, S.C.

Shippers explained to Census that the 
export transaction from the U.S. may be 
made by either the “U.S. exporter,” which 
causes the goods to be moved from the 
country, or the “U.S. order party,” which 
makes the goods available for export.

In most export deals, the exporter and 
order party are the same. But in many 
transactions they're different, and shippers 
said it’s necessary to keep the distinction.

“The proposed rule does not permit a 
distinction between the U.S. order party 
and the U.S. exporter,” said Catherine E. 
Thornberry, export consultant and chair-
man of a shipper committee that ’ s monitor-
ing the issue. “The current definition permits 
this distinction. Elimination of this distinc-
tion will have a negative impact on U.S. 
exports.”

Shippers have suggested that Census con-
sider adding another data field on the SED 
to be used when the order party information 
is different than the exporter.

Forwarder Support. Most support for 
the new exporter definition comes from the 
forwarder and carrier groups, such as the 
Pacific Coast Council of Customs Brokers 
and Freight Forwarders Associations and

the Air Courier Conference of America.
“Our current regulations do not clarify 

responsibility, and in times of trouble, pro-
mote finger pointing,” said Susan J. Kargel, 
district manager for Aries International in 
Philadelphia.

Forwarders say current regulations al-
low shippers to give them minimal data 
when goods are exported on an ex-works or 
freight-collect basis. Forwarders also set 
themselves up for legal responsibility for 
these shipments when their name appears 
on the SED as the exporter of record.

“There is an assumption that the U.S. 
forwarder always has a relationship with 
the consignee on shipments which have a 
term of sale of either ex-works or FOB,” 
Kargel said. “This is simply untrue.”

“The proposed amendment to clarify and 
better define the roles of the exporter of 
record and freight forwarder is a possible 
solution to this problem,” she said.

Kargel said her company doesn’t object 
to being shown as the exporter of record on 
the SED, as long as it has power of attorney 
from the shipper to do it. The company also 
asks the shipper for a fax with details on the 
shipment.

“There’s been a misunderstanding that 
we want to shift the burden,” said Jon H. 
Kent, Washington representative for the 
National Customs Brokers and Forwarders 
Association of America. “We just want 
something to authenticate ourselves with 
filing the SEDs.”

Though forwarders support the Census 
changes, they say the clarification is needed 
for split shipments and consolidations.

A split shipment occurs when goods are 
bought ex-works from a U.S. manufacturer 
and the foreign buyer tells the forwarder to
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split the goods into smaller shipments for 
export to multiple destinations.

With large construction projects, it’s not 
uncommon for forwarders to gather parts of 
these shipments and consolidate them be-
fore shipping altogether to the overseas 
buyer.

“In these instances, it is impractical, and 
often impossible, to cite a single U.S. manu-
facturer as the ‘exporter,’ ” said the 
NCBFAA.

Splitting Hairs. Some Census staffers 
argue that the industry is splitting hairs over 
the newly proposed export rules.

“I t’s an easy issue to understand,” said 
Jerry Greenwell, survey statistician for the 
regulations staff at Census’ Foreign Trade

Division. “If you’re willing to accept the 
check, fill out the dec.”

In the past, many exporters avoided pay-
ing harbor maintenance fees by not show-
ing themselves as the exporter on SEDs. 
Some exporters fear being fingered by fed-
eral agents if their goods or components are 
used in weapons of mass destruction or 
embargoed countries.

Census said the best way for a shipper to

LAREDO, Texas
Roadway Express and forwarders have 

begun sending shipper export declarations 
electronically to U.S. Customs for U.S./ 
Mexico border shipments.

Customs has been trying to get more 
forwarders to use the agency’s Automated 
Export System, and has concentrated its 
efforts on Laredo, New York and Los An-
geles.

Laredo is the busiest U.S. land crossing 
to Mexico. Handling $26 billion worth of 
U.S. exports in 1997, it is the sixth-busiest 
U.S. port of export in value of goods, and 
the second-busiest in number of transac-
tions.

“Laredo is a big proving ground for 
testing the success o f AES,” said C. Harvey 
Monk Jr., chief of the Foreign Trade Divi-
sion at the U.S. Census Bureau. “W e’ve 
been most impressed by the efforts made 
with automation on the southern border.”

Roadway’s work with the Association 
of Laredo Forwarding Agents marks the 
first time that shipper export declarations, 
or SEDs, have been filed electronically for 
goods crossing the U.S./Mexico border.

AES transmits the export declarations 
before the shipment crosses the border. 
The system automatically provides con-
formation from Customs that the shipment 
can be released for export.

Though Roadway is the first to use the 
system for cross-border shipments, other 
trucking lines using Laredo may be added 
to the system once it’s fully developed.

Roadway says the electronic filing helps 
shippers by reducing delays and providing 
access to shipment status that previously 
was unavailable.

Electronic processing reduces shippers’ 
costs to about $2.50 per export declaration 
from about $ 15 with the traditional paper- 
based process.

Customs collects shipper export decla-
rations for the Census Bureau and uses the

protect itself is by taking responsibility for 
the information on export declarations.

“Do you want to sign the declaration 
yourself, or let someone else fill it out?” 
Greenwell said. “If you delegate it to some-
one else, you have to accept the conse-
quences.”

Census plans to put forward its final rules 
for the new definition of exporter by early 
next year. ■

information for enforcement purposes.
Census, which uses SEDs to calculate 

U.S. trade statistics, collects 60,000 to
70,000 of these documents a month from 
Laredo.

Cross-border paperwork requirements 
are tricky. To abide by the Mexican cus-
toms agency’s strict import rules, Mexican 
customs brokers often maintain forward-
ing operations just over the border in the 
U.S.

Moving goods from the U.S. to Mexico 
has been a paper-intensive process. Truck-
ers deliver goods to a forwarding agent’s 
warehouse in Laredo, where the goods are 
processed and SEDs and Mexican import 
documents, or “pedimentos,” are prepared. 
A cross-border trucker, such as Roadway, 
takes the goods and documents to the U.S. 
Customs station at Laredo for clearance 
and transports them to the Mexican broker’s 
warehouse. The complicated process can 
lead to confusion and delays at the border.

The electronic transmissions by Road-
way and the forwarders followed creation 
last year of U.S. clearinghouse for trans-
mitting shipper export declarations to AES.

“Exporters can help make this system 
work by issuing letters of authorization to 
allow their forwarders to submit SEDs on 
their behalf through AES,” said Sandra 
Scott, international trade and customs ad-
vocate at Roadway.

Customs and Census hope that 60,000 
SEDs a month will be received electroni-
cally in Laredo by 2000. That would make 
a significant dent in the more than 450,000 
SEDs that Census receives nationally.

Service centers, such as the Association 
of Laredo Forwarding Agents, Washing- 
ton-based Flagship Customs Services, and 
South Carolina State Ports Authority in 
Charleston, offer a cheaper alternative for 
small to mid-sized forwarders to send SEDs 
electronically to Customs. It saves them the 
cost of linking directly to AES. ■

Forwarders test AES at Laredo
Goal is to have 60,000 electronic SEDs 
filed  a month at Laredo by 2000.

Census, Export 
Administration 

to work together
WASHINGTON

The Census Bureau and the Bureau 
of Export Administration are seeking 
ways to work more closely together.

Both agencies are part of the U.S. 
Commerce Department. But they have 
tended to work separately on export 
issues.

“The two sets of regulations will go 
forward together,” said Cecil Hunt, 
deputy chief counsel for the Export 
Administration. “While Census will 
still focus on trade statistics and BXA 
will focus on export controls, we want 
terms in the two different regulations 
that work together.”

Census and the Export Administra-
tion are updating their regulations to 
improve sharing export information.

Census wants to improve the accu-
racy of trade statistics, while the Ex-
port Administration wants to make sure 
U.S. goods aren't shipped to embar-
goed countries or used to make weap-
ons of mass destruction. Both agencies 
emphasize that shippers must fill out 
their shippers export declarations care-
fully, or face stiff penalties.

"If you’re a seller of ex-works, it’s 
important for you to know what’s on 
your export declaration to cover your-
self,” Mark D. Menefee, assistant di-
rector of investigations for the Export 
Administration. "Companies need to 
know where their shipments are actu-
ally going.”
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In-bond filings go paperless
Electronic filings will replace paperw ork that’s 
been a hassle fo r  everyone involved.

MIAMI
At 10:30 a.m. on Nov. 12, customs bro-

ker John Cassidy International made an 
arcane but noteworthy bit of history.

Cassidy, based in Miami, became the 
first customs broker to file a U.S. Customs 
in-bond entry electronically instead of on 
paper.

In-bond shipments are 
im ported m erchandise 
that’s allowed to transit 
the country without pay-
ment of duties or taxes.
Traditionally, the process 
has been paper-intensive.
Customs requires use of a Cassidy 
Form 7512, adocument listing information 
such as name of the bonded carrier, the type 
of cargo, and the name of the consignee.

Customs has worked for three years to 
allow electronic filing of the information. It 
hasn’t been easy. A “straw man” proposal 
last year was rejected as impractical by 
importers, brokers and carriers.

So Customs came up with a new in-bond 
system, which the agency dubbed “Tin Man.” 
Testing began Sept. 27, and the first live entry 
was filed several weeks later by Cassidy.

Because Tin Man is part of Customs’s 
Automated Broker Interface program, ABI 
filers can create in-bond records in the Cus-
toms database viaelectronic-data-interchange 
transaction sets, called QP and WP.

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

Using the computer applications, Cassidy 
International was able to get approval in 
two minutes from Customs to move a less- 
than-containerload shipment of 18 drums 
of palm oil from Miami for clearance in 
Ringwood, N.J.

‘Biggest Hassle.’ The first electronic 
in-bond filing was an event that will be little 
noted nor long remembered by most of the 
world. But it was a big deal for customs 
brokers, who for years have struggled with 
in-bond paperwork.

“It’s the simplest entry of all the types of 
import entries, but it’s the biggest hassle for 
the bonded carrier,” said Brian Cassidy, 
president of John Cassidy International.

Under the old paper-based system, a 
trucker had to collect the Form 7512 from

the broker and sign it in the presence of a 
Customs inspector before moving the cargo. 
Customs then copied the data into its com-
puter system.

There was a lot of potential for foul-ups, 
especially with Customs handling 4.5 mil-
lion in-bond shipments a year.

“We can’t keep up with that type of 
volume anymore,” said D. Lynn Gordon, 
director of the Customs management center 
for South Florida.

Many companies from North America, 
Europe and the Far East use M iami’s large 
bonded warehouses as a relay point to move 
goods to South America on an as-needed 
basis. Last year, Miami Customs processed
800,000 in-bond shipments, divided about 
equally between ocean and air cargo.

The electronic system allows informa-

MIAMI
U.S. Customs is changing its Air Auto-

mated Manifest System, which has been a 
target of industry criticism.

“W e’ve met with the Air Transport Asso-
ciation to discuss re-engineering Air AMS,” 
said Ed Rose, a computer specialist for Air 
AMS at Customs’s Office of Information 
and Technology. “W e’re cleaning up our 
database and adding applications codes.”

Customs had been criticized for putting 
improvements for its Air AMS program on 
the back burner while updating the ocean 
and rail AMS programs.

Pending changes include one that would 
allow deconsolidators, truck lines, customs 
brokers and forwarders to use Air AMS to 
request Customs permission for in-bond 
moves, which allow cargo to be shipped 
beyond the port without payment of duties or 
taxes. Currently, only airlines can do that.

Another change would help ensure that 
shipper and consignee information supplied 
by forwarders remains confidential. Some 
forwarders have balked at using AMS be-
cause they don 't want the information to 
fall into the hands of integrated carriers, 
which act as forwarder and carrier.

Air AMS has been criticized for inability 
to handle house air waybill numbers, which 
have little uniformity. The airline industry

tion to be filed not only by brokers, but by 
forwarders, importers, non-vessel-operat-
ing common carriers and truck lines.

“For years, it used to be the filer of entries 
that had the relationship with Customs,” 
Gordon said. “This opens the relationship 
to many others.”

Tin Man’s QP/WP function is also ex-
pected to encourage more carriers to connect 
with Customs’ Automated Manifest System.

In the 1980s, Customs considered doing 
away with in-bond shipments, because the 
process was hard to control.

But bonded warehouses and foreign trade 
zones depend heavily on in-bond shipments.

“If in-bond disappeared, it would’ve been 
disastrous to these businesses,” Gordon said. 
“W e’re in competition with foreign trade 
zones overseas.”

Since Cassidy’s successful filing, other 
companies have begun to file electronically.

“We haven’t been inundated with phone 
calls yet, but we think it’s a matter of educat-
ing the shipping public about the benefits of 
this process,” said Steven R. Graham, vice 
president of Micro Software Services, which 
provided the software that Cassidy used.

uses master air waybills numbers, which 
are set by the International Air Transport 
Association.

“Air AMS shipment data must be pre-
cise,” said Steven R. Graham, vice presi-

dent o f Micro Software 
Services in Miami. “It 
must be in the correct or-
der all the way through 
the process.”

Piece counts and split 
shipments are also a prob-
lem in Air AMS. Some-
times an airline lists a 

consolidated shipment as one container, while 
the cargo agent files a house air waybill 
listing multiple pieces. The confusion often 
delays freight clearance.

When that happens, either the agent or 
the carrier must furnish Customs with a 
correction.

At some airports, such as Miami and 
New York’s John F. Kennedy International, 
Customs requires one entry to be filed for 
shipments carried on several flights to the 
same destination.

At other airports, Customs requires an 
entry for each flight of the split shipment. 
That adds to merchandise processing fees, 
which range from $25 to $425 per ship-
ment, depending on the cargo’s value. ■

Air AMS gets workover
Changes are expected to increase users in air-cargo industry.

Graham
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U.S. readies Internet link for cargo data
International Trade Data System would provide single 
electronic link with multiple U.S. agencies.

WASHINGTON
The U.S. government is preparing to test 

a new system that would let exporters and 
importers use a single Internet link to file 
shipment data to more than 100 federal 
agencies.

The International Trade Data System has 
been in the works for two years as an 
initiative of Vice President Gore’s National 
Partnership for Reinventing Government.

“We want to get the industry and govern-
ment working off the same sheet of music,” 
said Robert W. Ehinger, director of the 
International Trade Data System at Trea-
sury. “With today’s technology, there’s no 
reason why this can’t be done.”

Today, shippers must deal with a variety 
of agency requirements in either paper- 
based or automated form. The International 
Trade Data System will provide uniformity 
by operating as a switchboard for distribut-
ing shipment data to agencies such as Cus-
toms, the Agriculture Department, the 
Census Bureau, Federal Aviation Adminis-
tration, Food and Drug Administration, and 
Bureau of Fish and Wildlife. Paper docu-
ments will not be required for shipments 
unless inspections are necessary.

“We won’t make this system unnecessar-
ily difficult,” Ehinger said. “Companies will 
only have to give us the information once.” 

For the typical cross-border truck ship-
ment, the International Trade Data System 
will ask for transportation details for the 
T ransportation Department, the driver ’ s name 
for Immigration and Naturalization purposes, 
and cargo information such as shipper, con-
signee, commodity type, quantity, weight 
and value. This information will be supplied 
by shippers through the Internet.

“This is the type of information that 
companies should already have in their 
systems,” Ehinger said. "The government 
shouldn ’ t have to apologize for a legitimate 
interest in trade data.”

The International Trade Data System will 
apply to all transport modes.

Savings. Planners say the system will 
save the industry and government billions 
of dollars a year.

In 1997, the industry spent about $3.2 
billion to comply with the government’s 
international trade data filing requirements. 
This cost is expected to increase to $4 
billion by 2005, if the current system goes

Robert W. Ehinger
director,

International Trade 
Data System

“We won’t make this 
system unnecessarily 
difficult. Companies 

will only have to give us 
this informatiion once.”

unchanged. The new system could save the 
industry about $2.4 billion a year by 2005.

With the system, carriers won’t have to 
file cargo manifests with the government. 
Shipment data will come directly from ex-
porters, importers or a third-party filer.

The government also expects big savings. 
In 1997, the agencies spent more than $11 
billion to manage trade data. The new system 
is expected to save the government about 
$500 million a year in processing costs.

According to the International Trade Data 
System planners, the system is cheap com-
pared to other agency automation projects. 
“It’s so cheap that it doesn’t even come up 
on most people’s radar,” Ehinger said.

For the last two years, the system’s de-
signers have spent about $5.4 million. They 
estimate that it will cost about $ 15.4 mi llion 
to start the pilot systems. The total price tag 
is estimated to be about $250 million over 
the next five years.

That’s a quarter of what Customs says it 
needs to build its new Automated Commer-
cial Environment during the same period.

The first phase of implementing the In-
ternational Trade Data System will involve 
the ports of Laredo, Texas; Buffalo, N.Y.; 
Detroit; Los Angeles and Otay Mesa, Ca-
lif., from the fall of 1999 to April 2000. The 
second phase, scheduled from April 2000 
to July 2001, will cover Nogales, Ariz.; El 
Paso, Texas; Blaine, Wash.; Port Huron, 
Mich.; Miami; New York (JFK); and New-
ark, N.J.

The system has received support from

industry groups and shippers.
Backers include the Joint Industry Group, 

North American Superhighway Coalition, 
Free Trade Alliance, San Antonio Interna-
tional Center, North American Trade Pro-
cedures Organization and Ryder Integrated 
Logistics.

But many industry executives wonder 
how much of the cost they’ll have to bear.

John P. Simpson, deputy assistant trea-
sury secretary, warned recently that the 
industry may have to pay for half the cost of 
developing the International Trade Data 
System and the Automated Commercial 
Environment, the future umbrella automa-
tion system of Customs.

“They’re asking the industry to fork out 
half the money for developing ITDS and 
ACE. W here’s the plan?” said Eugene J. 
Milosh, president of the American Asso-
ciation of Exporters and Importers.

Kevin Smith, director of customs admin-
istration at General Motors, said the system 
“is a good idea conceptually. But if it’s 
going to slow down ACE’s development—  
which we've been told is critical —  then 
ITDS will have to wait.”

ACE will replace Customs’ current sys-
tem, the 14-year-old Automated Commer-
cial System, which is outdated and is short 
of capacity.

“We have to focus on ACE. We have to get 
past this difficult time,” said Arthur Litman, 
vice president of Tower Group International.

Another industry concern is the use of 
the Internet to connect to the International 
Trade Data System.

“We would be opposed to using an 
Internet connection, especially for our in-
bound shipments,” said Inka T. Neumayr, 
manager for international logistics at Du 
Pont. “I t’s a proprietary issue for us.”

The greatest resistance to the system may 
come from within the government. Over the 
years, many federal agencies have developed 
their own ways of handling shipment data.

Some international groups are watching 
the progress of the International T rade Data 
System in the U.S.

“We have included ITDS in our prepara-
tory work at G-7,” said Athol Cowley, head 
of customs policy directorate and trade 
policy group for U.K. Customs. “W e’ve 
asked our member countries to analyze 
their agencies and their data requirements.”

Members of the Group of Seven major 
industrial nations —  the U.S.. U.K., Ger-
many, France, Italy, Canada and Japan —  
are working on a list of procedures for all 
their customs agencies to follow by 2000.

It’s estimated that more than 800 pieces 
of data are used in import procedures among 
G-7 countries. The G-7 wants to reduce the 
list of data items to 140. ■
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U.S., U.K. customs to share data
Shippers will send single set o f  data to meet 
customs requirements o f  both countries.

WASHINGTON
Customs agencies in the U.S. and U.K. 

say they’re on schedule to begin electroni-
cally sharing international trade data by 
April.

The project, the International Trade Pro-
totype, has been discussed for five years 
and under development since 1996. It will 
eventually allow shippers to send one set of 
shipment data to satisfy import and export 
requirements of both countries.

“W e’ll begin by testing innocent goods 
with known quantities,” said Dave Watts, 
technical manager for the project at U.K. 
Customs. “W e’ll know from where these 
goods are coming and going. They’ll be 
from trusted companies.”

The prototype will be tested by four 
companies —  Xerox, Philips, Hewlett- 
Packard and General Motors. Land Rover 
signed up for the International Trade Proto-
type last year, but a recent reorganization at 
its parent BMW caused it to drop out for 
now.

The U.S. and U.K. plan to accept no more 
than five shippers to participate in the first 
stage of the prototype. “We must keep the 
test group manageable until the system is 
up and running smoothly,” said Kevin 
Franklin, director of project at U.K. Cus-
toms.

To participate, shippers must be able to 
connect electronically with both customs 
agencies. The prototype will start with in-
tra-company shipments in both the sea and 
air transport modes.

By receiving export data in advance from 
U.S. Customs, the U.K. customs agency 
will be able to use the data to clear goods 
while in transit. Currently, the goods can’t 
be cleared until they arrive at the port.

Three Phases. The International Trade 
Prototype will be established in three phases 
during the next two years.

The first phase, from April to September, 
involves the electronic exchange of import 
and export data between the U.S. and U.K.

Eight data elements will be shared —  a 
unique consignment reference number for 
tracking, name of exporter and importer, 
port of loading, country of export and im-
port (U.S./U.K.), transport mode, shipper 
reference number and quantity shipped.

The second phase will offer automotive

cargo release for shipments that don’t re-
quire customs inspection. That's not ex-
pected to be ready until later in 1999.

Under the third phase, both customs agen-
cies will be able to use the data to create 
statistical and financial reports and entry 
summaries.

While testing is under way, the U.S. and 
U.K. customs agencies will work out other 
technical differences. For example, the U .S. 
doesn’t have value-added tax for imported 
merchandise, but the VAT is an important 
part of revenue collection for U.K. Cus-
toms.

U.S. Customs spent about $1.4 million 
last year to develop its end of the Interna-
tional Trade Prototype, while U.K. Cus-
toms spent about £350,000 ($578,000). That 
level of spending is expected to continue in 
1999.

Shippers participating in the prototype 
are spending to prepare their systems. “No

one will be allowed to piggyback off the 
system,” said Mike Coussins, U.K. Cus-
toms business manager for the project. “It's 
all about responsibility and accountability 
to the program.”

“For too long. Customs gets blamed for 
everything that holds up the movement of 
international goods,” Franklin said. “The 
prototype will make us partners. If some-
thing should go wrong, there’s a shared 
responsibility.”

Other customs agencies, including Duch 
and Canadian Customs, are interested in 
participating in the prototype.

International groups, such as the World 
Customs Organization, G-7 nations and the 
UN Conference of Trade and Develop-
ment, have been watching the U.S./U.K. 
project with “polite interest,” Franklin said.

The European Commission may affect 
the future of the International Trade Proto-
type with its call for European Union-wide 
customs standards.

The program leaders of the International 
Trade Prototype hope increasing the num-
ber of European participants will strengthen 
its influence with the commission.

“The EC is concerned w e’re breaching 
community code,” Franklin said. “W e’ve 
got a lot of work to do to convince the 
commission that this is the way to go.” ■

Dive into Port Trade Data
with the
Waterborne Trade Atlas® CD-ROM

Compare international trade 
data to or from any U.S. port in 
a selected commodity with all 
other U.S. ports involved in trade

Display information over a 
3-year time period in dollars, 
metric tons or short tons

For further information contact:

Global Trade 
Information 
Services, Inc.
2218 Devine St.
Columbia, SC 29205

Tel: 803-765-1860
Fax: 803-799-5589
E-Mail: trade@gtis.com
WebSite: www.gtis.com/gti
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FMC to raise NVO, forwarder bonds
NVOs still hope commission will exempt them  
from  tariff-filing requirements.

WASHINGTON
The Federal Maritime Commission has 

proposed increases in surety bonds required 
for freight forwarders and non-vessel-op-
erating common carriers.

The FMC plans to raise bonding re-
quirements to $50,000 from $30,000 for 
forwarders, and to $75,000 from $50,000 
for NVOs based in the United States.

The FMC will also propose two new 
bonding requirements— $ 100,000 for U.S. 
firms performing both forwarding and N VO 
activities, and $150,000 for NVOs based 
outside the U.S.

Current requirements that NVOs and 
forwarders post an additional $ 10,000 bond 
for each unincorporated U.S. branch office 
will continue.

Comments on the FMC proposals are 
due in mid-January.

The commission said the increases are 
justified, because existing bond require-
ments have sometimes proven inadequate. 
The FMC said it doesn ’t think the increases 
will be an excessive burden.

The FMC said it plans to issue a broad 
definition of transportation-related activi-
ties covered by surety bonds, and is pre-
pared for a negative reaction from bonding 
companies.

The bonding companies want a clear 
ruling that bonds do not cover claims against 
non-transportation activities, such as on 
lost goods stored in warehouses operated 
by ocean transportation intermediaries that 
are not covered by transportation-related 
agreements.

NVO Licenses. The increases in bond 
requirements are in response to the new 
U.S. Ocean Shipping Reform Act, which 
takes effect May 1.

The act requires U.S.-based NVOs to be 
licensed for the first time. The FMC will 
apply licensing requirements the agency 
now applies to forwarders.

The commission estimates that about 
1,500 NVOs will have to be licensed.

Ocean common carriers dealing with 
NVOs will have to verify to the FMC that 
the NVOs have tariffs and bonds in effect.

The commission said it plans to main-
tain a list of conference and carrier tariffs

on the FMC web site, along with a list of 
bonded NVOs.

NVOs engaged exclusively in the trans-
portation of used household goods for the 
U.S. Department of Defense and federal 
civilian agencies will continue to be ex-
empt under the FM C’s proposal. They will 
also be exempt from the new licensing 
requirements.

Tariffs. NVOs still hope the FMC will 
exempt them from the public filing of tar-
iffs and service-contract terms. The new 
law allows vessel-operating carriers to keep 
confidential the key terms of their service 
contracts with shippers.

“We m ust establish  
credibility in this industry 

as much as possible. 
You won’t need to use 
the bond i f  you fo llow  

the ru les.”

John Abisch
director of sales, 
Econocaribe Consolidators

“W e’re both common carriers and per-
form the same services as vessel operators, 
but we got the short end of the stick,” said 
Ed Lopez, president o f Antilles Freight 
Corp., based in Miami.

The NVOs say tariff-filing is costly to 
maintain, especially for smaller compa-
nies.

“In Latin America, most goods are sold 
at destination. These shippers don’t care if 
a tariff is filed or not,” said Alberto J. 
Marino, president of Almar International 
in Miami

In most cases, carriers use tariffs only to 
make sure that NVOs are playing by the 
rules. Sometimes tariffs are checked by the 
carriers for competitive reasons.

“I get a lot of calls from vessel operators 
checking to see if an NVO has a tariff on

file. They usually don 't check the rates,” 
said Gerard P. W ardell, president of 
TransAmericas Transportation Information 
Systems, a Falls Church, Va.-based com-
pany that provides automated tariff filing 
and publishing.

Many industry executives see the NVOs ’ 
attempts to influence the FM C’s rules as a 
long shot.

David Street, general counsel for the 
International Association of NVOCCs, said 
NVOs have had little luck with the FMC 
“because they haven’t communicated their 
views well to the agency.”

One FMC commissioner, Delmond J. 
Won, said he would vote to exempt NVOs 
from having to publicly file their tariffs. 
“We shouldn’t have rules to handcuff the 
NVOs,” Won said. “W e’d be keeping a 
business from doing what it does best.” 

NVOs are considering asking the FMC 
to allow them to list tariffs within a range 
of rates. That idea originally was proposed 
by Christopher Koch, a former FMC chair-
man who is now senior vice president and 
general counsel at Sea-Land. Koch also 
recommended a system of filing rates with 
the FMC 30 days after cargo is shipped.

Licensing. Under the Shipping Reform 
Act, NVOs will be defined along with 
forwarders as “ocean transportation inter-
mediaries.”

“My guess is that the license for NVOs 
is going to look like the forwarder’s li-
cense,” Street said.

Most NVOs say they can live with being 
licensed, as long as the requirement can be 
enforced among the entire industry.

Some NVOs also support higher bond-
ing requirements.

“The current bond amount is insignifi-
cant to keep the industry clean,” said 
Mitchell P. Baxt, ocean export manager for 
Miami International Forwarders. “Since 
the industry will likely never be clean, we 
can at least make it painful.”

“We must establish credibility in this 
industry as much as possible,” said John 
Abisch, director of sales for Econocaribe 
Consolidators. “You w on’t need to use the 
bond if you follow the rules.”

There’s also a concern that the $50,000 
bond amount often doesn’t cover shippers 
when an NVO fails to render services.

Since NVO bonds are fairly easy to 
obtain, there may need to be a system to 
keep track of fly-by-night operators.

“Many N VOs get out of the business and 
show up later in the year, and they can still 
get a new bond with the same surety com-
pany,” said Howard Leff, vice president of 
international for Mark VII International, 
based in Houston. ■
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Illegal textile transshipments targeted
Customs says importers must know from  where their textile 
imports come from  —  and he able to docum ent it.

NEW YORK
U.S. Customs is cracking down on ille-

gal transshipment of textiles to the U.S.
The agency says suppliers and importers 

increasingly are using illegal transshipments 
to avoid U.S. import quotas or hide goods 
coming from embargoed countries.

Raymond W. Kelly, U.S. Customs com-
missioner, told a recent textile and apparel 
conference that his agency supports trade 
agreements that the U.S. has negotiated 
with other countries.

“Customs is charged with enforcing these 
bilateral agreements, and I intend to take 
that responsibility very seriously,” Kelly 
said. “Customs cannot and will not tolerate 
illegal transshipment."

During the first 10 months of 1998, Cus-
toms detained more than 300 textile ship-
ments for suspicion that they were illegally 
transshipped and 100 of those shipments 
were refused entry.

More than 90 percent of detained textiles 
were shipped to the U.S. from China via 
third-party countries. Sixty-nine other coun-
tries were involved. Some of the biggest 
countries for transshipping Chinese-made 
apparel are Hong Kong, Macau, Taiwan, 
Malaysia, Korea and Singapore. There are 
even cases of these goods being transshipped 
via countries in Latin America, the Carib-
bean, Africa, Europe and the Mideast.

“The Chinese have made a fair amount of 
investment in the Caribbean in recent years 
to take advantage of reduced duty rates be-
tween these countries and the U.S.,” said 
Richard T. Crichton, international trade man-
ager with Customs ’ Office of Strategic T rade.

Chinese mills sometimes ship goods with 
third-party countries already listed as the 
countries of origin on the labels. Others leave 
off labels so that third-party country suppli-
ers can sew them into the finished garments.

Crichton said Customs is working with 
Chinese officials to reduce the volume of 
unmarked exports, “but it’s not to the extent 
that we'd like.”

Because China has thousands of textile 
mills, it’s difficult for the authorities to 
enforce the rules. And few countries em-
phasize country-of-origin rules as much the 
U.S. government. European nations and 
Hong Kong don't require origin markings.

Customs has started creating lists of trans-
shipment violators in Hong Kong and Macau.

One list, known as 592a, contains the

names of overseas companies that have 
been penalized for making illegal trans-
shipments. The list is updated twice a year. 
A second list, 592b, names companies that 
have been penalized but remain unreach-
able by Customs.

By November, 187 factories in Hong 
Kong and 14 companies in Macau had been 
convicted of illegally transshipping tex-
tiles. Hong Kong is one of a handful of 
countries with laws that penalize shippers 
for handling illegal transshipments.

“We don’t want to make it 
impossible fo r  the legitimate 
importer. We ju s t want them 

to play by the rules.”

“Our staff is working through the Hong 
Kong court system to get these names pub-
lished back in the U.S.,” said Janet L. 
Labuda, director of the International Trade 
Management Division at Customs.

Customs is holding talks with the gov-
ernments of Taiwan and Jamaica to create 
similar lists o f companies in those countries 
that violate U.S. textile transshipment rules.

Some textile importers have accused Cus-
toms of keeping an internal list for targeting 
companies with illegal transshipments, but 
Labuda flatly denied it.

Customs recently sent “textile verification 
teams” to Hong Kong to examine production 
processes of textile suppliers. They found 
some blatant cases of illegal transshipping.

“When you see just two people on the 
production line, that’s a good indication of 
transshipment going on,” said Paul K. 
Schwartz, director of import operations for 
Customs’ Office of Field Operations.

Customs has repeatedly warned import-
ers that they risk penalties if they deal with 
suppliers that illegally transshipped tex-
tiles. The best way to prevent that is to keep 
accurate production records about their sup- 
pliers’ goods.

“ 1 find it hard to believe that an importer 
is willing to hand over large amounts of 
money to a company which it knows noth-
ing about,” said James A. Gleason, chief of 
com m ercial enforcem ent at Custom s. 
“That’s not reasonable.”

If a Customs port director suspects an 
illegal transshipment, the agency can de-
tain the goods for 30 days until the importer 
can provide legitimate production records. 
If records aren’t furnished, the shipment 
will be turned away, seized or destroyed.

“We prefer to exclude these types of 
goods from U.S. commerce,” Gleason said.

Most importers are able to provide Cus-
toms with production records to clear their 
textile shipments.

“We don’t want to make it impossible for 
the legitimate importer. We just want them 
to play by the rules,” Schwartz said. “It’s 
not our job to prove the country of origin. 
That’s the importer’s responsibility under 
the Mod Act.”

The 1993 Customs Modernization and 
Informed Compliance Act requires import-
ers to exercise “reasonable care” to follow 
the rules when bringing goods into the 
country. If reasonable care isn’t exercised, 
the importer can be penalized.

“A company shouldn't be dealing with 
companies that can’t keep records,” said 
Frank Kelly, vice president o f international 
trade compliance and government affairs 
for Liz Claiborne. “Goods must be trace-
able to the production documents. That 
helps Customs expedite its process.”

Customs has established a group to help 
the textile industry improve its level of com-
pliance. The agency recently examined im-
port processes of 21 textile importers and 
saw their cargo examinations decreased 30 
percent. One importer went from 501 exams 
in 1996 down to four in 1998. But Customs 
says the textile industry still needs work.

“The compliance rate for some textile 
importers is still below 90 percent,” Kelly 
said. Customs wants to raise the textile 
industry’s compliance rate to 95 percent.

Quotas and visa requirements make tex-
tiles one of the trickiest and most compli-
cated U.S. imports.

The textile task force, which includes large 
apparel importers such as Sears, The Limited 
and Levi Strauss, recently met with Customs 
to discuss ways to clear quota-based import 
entries as quickly as non-quota entries.

They reviewed the usefulness of a variety 
of documents —  the quota charge statement, 
antidumping statement, denim certificate, 
packing list, assembler’s declaration and the 
insular possession origin certificate.

Customs in September began a six-month 
test program to electronically clear quota- 
based textile imports as much as five days 
before they arrive in the U . S. Test sites for the 
project, known as the Quota Pre-Processing 
Prototype, are at the airports and seaports in 
New York and Los Angeles, the two largest 
ports of entry for textiles and apparel. ■
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Customs to use more X-ray machines
Agency acquires new> equipment, including mobile 
units, fo r  use along southern border.

WASHINGTON
U.S. Customs is getting a better look at 

cargo by increasing its use of X-ray ma-
chines.

The agency has received $131 million 
from Congress to expand its use of X-ray 
machines for examination of cargo. The 
equipment will be used mainly to combat 
drug smuggling along the U.S. southern 
border and coastline.

“We want to use this technology across 
the entire southern tier —  from Los Ange-
les to San Juan,” said Michael Lovejoy, 
d irec to r o f an tism uggling  effo rts at 
Customs’s Office of Field Operations in 
Washington. “We want to raise the bar 
against the smugglers.”

Customs owns about 185 X-ray machines, 
most of which are used to check passenger 
baggage and small parcels at airports. Since 
1989, Customs has started buying equip-
ment to examine shipments as large as a 
full-size truck trailer.

X-ray technology allows Customs to take 
a hands-off approach to inspecting cargo 
inside trailers and ocean containers. “We 
don’t want to have to pop the seals,” said 
James T. Engleman Jr., a Customs official.

Customs has X-ray equipment to exam-
ine truck shipments at Otay Mesa and 
Calexico, Calif.; El Paso and Pharr, Texas; 
and Nogales, Ariz. The agency recently 
added a second machine at El Paso and one 
at Laredo, Texas. Another will be installed 
at Brownsville, Texas, in March.

“Our concentration on the southern bor-
der may force smugglers to use out-of-the- 
way ports,” Engleman said. “That will only 
result in our inspectors asking more ques-
tions when they start seeing more cargo 
showing up at these locations.”

Cargo Scans. Most of Customs’s ear-
lier X-ray machines are fixed stations. This 
equipment can process and scan most trail-
ers in eight minutes. It also takes some time 
for inspectors to interpret the resulting X- 
ray images.

“The smugglers know we have this equip-
ment. So they want to make it as difficult as 
possible for us to find their drugs,” Engleman 
said. “It makes us more suspicious when we 
can’t see something clearly with the X-ray.” 

X-ray technology has helped Customs 
spot drugs hidden in places such as inside 
false walls in containers and empty fuel

tanks. “Most drugs are hidden in the trans-
portation conveyance rather than the cargo,” 
Engleman said.

Last year, X-ray machines and other field 
equipment helped Customs seize more than 
1.3 million pounds of drugs and $61 million 
in laundered money. In May, Customs X- 
ray equipment in Laredo spotted 4,300 
pounds of cocaine inside a tank container.

To keep smugglers guessing, Customs 
inspectors vary their inspection routine.

Customs often selects trailers for X-ray 
inspections based on the level of suspicion. 
“It’s a multilayered process” of visual in-
spections, checking paperwork, asking ques-
tions and using drug-sniffing dogs, Engleman 
said. “We may look at 20 trailers in a row to 
increase the element of surprise.”

During the next few years, Customs plans 
to acquire mobile X-ray units and semi- 
stationary equipment that can be relocated 
in a day or two.

“We need to have technology that can be 
applied to many locations. We need to be as 
mobile as possible,” Engleman said.

Large, fixed X-ray sites cost about $3.5 
million each. Depending on options, mo-
bile units cost about $2 million apiece. 
Manufacturers of X-ray equipment for Cus-
toms include American Science & Engi-
neering, Science Applications International 
Corp. and EG&G.

“The equipment gets increasingly better.

W e’re always taking this technology to the 
next level,” Engleman said.

The agency recently tested new mobile 
X-ray units in Fort Huachuca, Ariz. Gamma- 
ray machines, which operate differently 
from X-ray technology but deliver the same 
results, are being tested at Santa Teresa, 
N.M. and Port Everglades, Fla.

Customs has started testing X-ray tech-
nology on ocean containers at Miami. The 
agency is thinking about using mobile X- 
ray machines at seaports, because space is 
either limited or too expensive for fixed X- 
ray exam stations.

The agency said the devices are safe. 
“It’s not uncommon to find humans in the 
transport conveyances,” Lovejoy said. “For-
tunately, our X-ray power is relatively safe 
—  less than the power of a chest X-ray.”

Customs also works with other govern-
ment agencies, such as the Defense Depart-
ment. Office of National Drug Control 
Policy and the Federal Aviation Adminis-
tration, to develop and buy X-ray technol-
ogy. “We can speed up the process of 
acquiring new X-ray equipment by riding 
on the back of existing government con-
tracts,” Engleman said.

Customs plans to spend $3 million this 
year to link more X-ray equipment to its 
Automated Targeting System. This system 
helps Customs target high-risk cargo for 
hiding contraband. I t’s active in the ports of 
Miami, Seattle, Laredo, Los Angeles and 
Newark, N.J. In Miami and Laredo, the 
Automated Targeting System is already 
linked to the X-ray exam process.

In March, U.S. Customs and other cus-
toms agencies from around the world will 
meet in Washington to discuss future uses 
of X-ray technology. ■

Customs plans to add more mobile X-ray units, mainly along the U.S. 
southern border and coastline. The units cost about S2 million apiece.
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Freight left onboard gets closer look
Carriers frustrated  by reporting work and delays, 
while Customs looks fo r  drugs.

WASHINGTON
U.S. Customs wants to work with the 

shipping industry to develop a more accu-
rate system for reporting freight remaining 
on board ships and planes.

Many ships and planes arrive in the U.S. 
every day with thousands of shipments that 
won’t be discharged but will be carried on 
to points beyond the U.S. Freight remain-
ing on board, known more simply to the 
government as FROB, is usually incidental 
to the U.S. port of call, but not to Customs 
inspectors.

During the past year, Customs has seized 
some large drug shipments hidden inside 
FROB containers. Inspectors in Charleston 
found 900 pounds of cocaine in a FROB 
container destined for Italy, and 4,500 
pounds of cocaine was stopped in a FROB 
shipment at New Orleans bound for Mexico.

"It's purely an enforcement issue with 
us,” said William Scopa, inspector and pro-
gram officer with Customs Office of Field 
Operations. "W e’re not collecting any rev-
enue from FROB cargo.”

Customs requires international carriers 
to fully list FROB cargo in their manifests, 
with information such as shipper and con-
signee, cargo description, and ports of ori-
gin and destination. Customs also requires 
the manifest information to be in English.

“We have statutes that require a manifest 
for all cargo on board a vessel." Scopa said. 
“FROB is not excluded.”

Carriers say the additional reporting re-
quirement 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.

For some carriers, it’s difficult to mani-
fest FROB cargo in time, especially when 
the foreign port is located close to the U.S. 
port. This is a big problem for carriers 
operating between the ports of Vancouver 
and Seattle, which has voyage time of six 
hours between the ports. Some carriers may 
have to hire more weekend staff to process 
FROB cargo into their manifests in time.

“There’s an old belief in the industry that 
cargo coming from Canada is low risk,” 
Scopa said. "We can’t think that way. It 
would be unfair to other trades.”

The Canadian government expressed 
some concern over the confidentiality of its 
shippers’ cargo data. Customs says it will

consider these concerns in developing its 
policy for handling FROB data.

Whenever Customs decides to inspect 
FROB cargo, it can lead to costly reposi-
tioning of containers and delays.

Customs stopped a Crowley American 
Transport vessel in Houston last April to 
inspect six FROB containers from Latin 
America heading to Mexico. To reach them, 
Crowley had to make 94 additional con-
tainer moves.

Some consignees and shippers are telling 
Crowley not to route their cargo through 
Houston for fear of delays, cargo damage

WASHINGTON
U.S.-flag carriers operating in the Jones 

Act trades must now pay the Customs fees for 
entering their vessels at U.S. mainland ports.

Jones Act carriers operate in trades with 
U.S. territories such as Puerto Rico, Guam, 
Hawaii and Alaska. For years, Customs 
never required these carriers to report their 
arrival at mainland ports or to pay fees.

The 1993 Customs Modernization and 
Informed Compliance Act requires all car-
riers, including those operating under Jones 
Act, to pay entry fees upon arriving at U.S. 
mainland ports.

"W e’re sympathetic with the burden 
placed on these carriers, but the statutes 
require it,” said William Scopa, inspector 
and program officer with Customs’ Office 
of Field Operations. “W e’re catching up 
with the implementation of these statutes in 
the Mod Act.”

Carriers bringing in freight from over-
seas are used to paying this fee. Customs 
uses the money generated from these fees to 
cover its costs to clear and process vessels.

The fee is $397 per port arrival for a vessel

WASHINGTON
U.S. Customs officials will no longer board 

vessels to get copies of cargo manifests, 
review other ship documents or collect fees.

“It was an inefficient administrative func-
tion,” said William Scopa, inspector and 
program officer at Customs’ Office of Field 
Operations. “Now we get this information 
up to five days in advance of the vessel’s 
arrival.”

from re-stowage or split shipments. “Crowley 
ends up with the black eye,” said Mary Anne 
Young, director of freight services for 
Crowley Logistics in Jacksonville, Fla.

Most carriers want to comply with Cus-
toms drug enforcement policies, but they 
are unclear with the manifesting require-
ments for freight remaining onboard. Cus-
toms ’ Automated Manifest System is unable 
to track some of the unusual shipping pat-
terns of FROB.

"We want to set up a task force to look at 
the issues of supplying FROB informa-
tion." Scopa said. “It will probably result in 
a paper document until we can develop the 
automation to handle this type of data.” 

Talk of adding another Customs docu-
ment angers some carriers.

“We feel that it’s contrary to the prin-
ciple of reducing paperwork in the govern-
ment,” Young said. “Everywhere we turn 
around we're hit with more paperwork.” ■

of over 100 net tons. The maximum amount 
paid for a year is $5,955, or up to 15 port 
arrivals per ship. Carriers can prepay these 
fees and ask for a refund if it’s not used.

Jones Act carriers plan to fight the fees. 
They claim that they already pay a fee when 
they move their freight in-bond from U.S. 
territories to mainland ports.

“If we have cargo moving overland from 
Canada to Mexico, the railroads don't have 
to pay at both ends,” said Mary Anne Young, 
director o f freight services at Crowley 
American T ransport. ‘W hy should we have 
to pay twice?”

Crowley said that to pay the Customs fee 
for its nine vessels operating between Puerto 
Rico and the U.S. mainland would have a 
“financial impact” on its business in the 
trade.

Carriers are also concerned about the 
possibility of having to hire boarding agents 
to do this work for them at mainland ports.

“We would like the government to re-
scind it,” said Adi Abel, manager of global 
customs and EDI processes for Sea-Land. 
“They sneaked it by us.” ■

Future boarding of vessels by Customs 
officials will be made on a risk-assessment 
basis.

“W e’re not compromising our drug en-
forcement efforts,” Scopa said. “W e'll be 
able to use those resources on better ways to 
fight drug smuggling.”

Customs reports about 46,000 vessel ar-
rivals a year, which includes ships from 
overseas and coastwise sailings. ■

Jones Act carriers to pay Customs fee

Customs ends formal vessel boarding
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Clyde Hart’s open door
Recently appointed U.S. maritime administrator says he's  
willing to work with anyone interested in maritime policy.

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

Every special interest group wants 
an accessible Washington insider 
with clout. Shippers think they have 

one in Clyde J. Hart Jr., who has been 
maritime administrator since August.

In that time, Hart has become the new 
best friend of an industry that tends to be 
suspicious and cynical about government 
policies, usually not without reason.

Aware of those fears, Hart begins his 
speeches at trade events —  as he did in an 
interview —  with a pitch that would have 
unnerved his immediate predecessors:

“If you are going to be engaged in public 
policy, or have an interest in it, you need to 
go where such policy is made," he said.

Anyone anxious about maritime regula-
tions, in Hart's view, should buy a pair of 
shoes with extra-thick soles and start mak-
ing rounds on Capitol Hill. “I ’ll go with 
you,” he offered.

Why do the industry’s movers and shak-
ers not do that? “I wish I had an answer,” 
Hart said. “I guess it’s because Washington 
seems to be a strange and alien environ-
ment, which may put some of them off.” 

“When people do come in, as they are 
beginning to,” he said. “I can give them 
MarAd’s views about issues that are impor-
tant to them. I learn a lot from doing that. 
Then, if they really are serious, we can go talk 
to some congressmen.” His office number, 
for interested parties, is (202) 366-5823.

Chinese In transigence. M arAd, 
which exists to promote the U.S. maritime 
industry, has been embroiled in maritime 
trade negotiations with countries such as 
China, Japan and Brazil.

Hart said the goal of those efforts is 
“evenhandedness for U.S. carriers —  
achieving the same market access for our 
ships operating abroad that foreign carriers 
enjoy in the U.S.”

“We want only what we give to other 
countries,” he explained. “When foreign 
vessels come here, they are allowed to go 
virtually anywhere on 24 hours notice. We 
think that American carriers should have 
that right in other countries.”

This policy is not new. Thanks to pres-

Clyde Hart
U.S. Maritime Administrator

sure applied by previous administrations, 
American carriers now have more leeway 
in Taiwan and South Korea.

“If there can be only one word on our 
foreign trade battle flag, it has to be reci-
procity,” Hart said.

In China, “unfortunately, not much has 
changed,” he said.

U.S. officials claim China hasn’t fulfilled 
a deal struck a year ago. The U.S. Federal 
Maritime Commission agreed to allow China 
Ocean Shipping Co. to match competitors’ 
rates on in the U.S. trades on 24 hours notice. 
In exchange, China agreed to loosen restric-
tions on U.S.-flag carriers in Chinese ports.

China agreed to allow an American car-
rier, Sea-Land, to open a terminal in the port 
of Tianjin, as a joint venture, under Chinese 
rules, with Tianjin’s port authority. China 
also pledged to facilitate applications for 
liner ship calls.

“W e've held to our part of the bargain,” 
Hart said. “W e’re still waiting for the Chi-
nese to uphold their side of it.

“The constraints that our carriers face in 
China are manifold and serious,” he said. 
“Our companies operate in an environment 
that is not transparent. The government 
makes its decisions in secret, and is prone to

act unilaterally.”
Hart said that China attempts to control 

shipping through its Shanghai Shipping 
Exchange. There are also restrictions on 
branch offices opened by U.S. carriers, as 
well as intermodal hindrances.

In Japan, the main point of contention is 
the Japanese government ’ s implementation 
of a bilateral agreement signed last year that 
was to open up cargo handling in Japan’s 
ports.

“We are distressed at Japan’s lack of 
progress in the regulation of port activi-
ties,” he said. "We wish it would go faster. 
We think it would help their economy if 
they pushed the pace of deregulation.”

There are no plans for retaliatory tactics 
by MarAd. “Tit-for-tat reprisals rarely have 
their intended effect,” Hart explained.

The U.S. and Brazil have “serious prob-
lems” in their maritime relationship, he said.

Brazil has established a special ship regis-
try that allows tax breaks for customers of 
lines using the registry. Other lines say this 
allows the Brazilian carries to undercut them. 
The U.S. has retaliated by revoking a ton- 
nage-tax exemption for Brazilian ships us-
ing U.S. ports.

More recently, the countries have been at 
odds over reports that Brazil is requiring 
U.S.-flag carriers to seek waivers to carry 
shipments that are covered by Brazilian 
government cargo-reservation laws

MarAd oversees the Jones Act, the U.S. 
law that requires cargo between U.S. ports 
to move in U.S.-flag ships that are built, 
owned and crewed by U.S. citizens.

Is the Jones Act going to remain intact? 
“Yes, if I have anything to do about it,” Hart 
said. There will be no watering down of the 
act. The Administration is firmly committed 
to it."

Hart shrugged off Rob Quartel’s mantra: 
that the Jones Act is a sacred cow shielding 
the U.S. merchant marine. “Let me say this 
again,” he said civilly. “MarAd will not per-
mit any gutting or reconfiguration of the 
Act.”

That is, of course, the administration line 
that Hart must echo. He is aware of the irony 
here: the Jones Act is as protectionist as any 
of the constraints that China has imposed.

The maritime administrator also knows 
that the posse of remaining maritime unions 
—  MEBA, Masters Mates & Pilots, AMO, 
the SIU —  see the Jones Act as their Alamo, 
to be defended to the end. The unions are 
generous political contributors, and have 
congressional clout far in excess of their size.

If anyone in his job were to suggest that 
the Jones Act needed overhauling and the 
unions weakened, political ruin would fol-
low in a matter of hours.

Hart is aware that when and if there are
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no longer U.S.-flag merchant ships avail-
able, because of attrition in certain vessel 
categories, his office will have to grant 
more frequent waivers permitting foreign 
vessels to be used in trade between U.S. 
ports. Yet that, too, cannot be mentioned 
publicly without peril.

On the similarly sensitive subject of sus-
taining the U.S. Merchant Marine Academy 
at Kings Point, N.Y., Hart said he’s “more in 
favor of Kings Point than ever before. After 
visiting the academy, I sense that many of the 
cadets actually want jobs in transportation 
ashore after they’ve served on ships.”

Kings Point graduates about 200 officers 
a year, he said. “That’s not enough. We 
depend on the state academies to complete 
our pool of trained mariners.”

Title XI. Hart said that MarAd’s Title XI 
loan-guarantee program for vessel construc-
tion has been “strengthened and renewed.” 

Title XI works like this: anyone who 
wants to build a new vessel in a U.S. ship-
yard can submit a financial package to 
MarAd that includes a loan proposal in-

volving an outside bank. If the project is 
approved, MarAd can guarantee up to 87.5 
percent of the loan for up to 25 years.

“There are presently a number of applica-
tions in the Title XI pipeline, and we’re 
expecting more,” he said. “W e’ve even had 
interest from people overseas, who want to 
build ships in U.S. yards and then take them 
abroad.”

Hart said he hopes more companies will 
take advantage of Title XI. “I know I sound 
like a used-car salesman, but come in and 
let’s talk,” he said.

FastShip’s plans for high-speed vessel 
service across the Atlantic have caught 
M arAd’s eye. Although the company has 
not yet applied for Title XI aid, a proposal 
is considered imminent.

“The recent approval by the Norwegian 
classification society of FastShip’s vessel 
design is a step in the right direction,” he said.

Revised COGSA. Hart has been moni-
toring the progress on Capitol Hill of a 
revision of the 1936 Carriage of Goods by 
Sea Act. This COGSA revision, now in its

fifth draft, was originally proposed by the 
Maritime Law Association of the U.S.

Sen. Kay Bailey Hutchison, R-Texas, is 
expected to introduce the COGS A bill when 
the new Congress convenes in January.

“The devil here is in the details," Hart 
said. “I want to parse the revision with Sen. 
Hutchison’s staff, to be sure that all bases 
have been covered. I ’m not going to support 
it until I ’m confident there’s been a full 
airing.”

One U.S. carrier is said to have recently 
sniped behind the scenes at the revision 
because it generally increases carriers’ re-
sponsibilities “There are people out there 
with one piece or another of an ax to grind,” 
Hart said. “Sometimes those axes get mag-
nified in the final going.”

“COGSA is so important that I want the 
tent flaps wide open when it comes to 
hearing comments about the revision."

Hart ‘just stayed’
WASHINGTON

Clyde Hart said his path to Washington 
was relatively uncomplicated.

A native of Jersey City, N.J., he came to 
law school in Washington in 1972 “andjust 
stayed.”

“That’s how you start being a ‘Beltway 
insider.’” he said. “It doesn’t require much 
else.”

After receiving his law degree from 
Catholic University, Hart worked as a law-
yer in private practice, concentrating on 
transportation issues

“At that time, everyone was beginning to 
fight the battle of deregulation of the motor 
carrier industry,” he recalled. Then, at the 
Interstate Commerce Commission, Hart as-
sisted with rail and bus deregulation. Mov-
ing to Capitol Hill, he was most recently 
Democratic counsel for the Senate Com-
merce, Science and Transportation Com-
mittee.

“On the Hill, another deregulation came 
along: that of ocean shipping,” he said. “I 
felt I was beginning to get the drill.” Along 
the way, Hart helped to reorganize the Fed-
eral Aviation Administration.

After five years as a Senate counsel, he 
was approached about taking a job in the 
administration. “My background in other 
forms of transportation, as well as mari-
time, was seen as a plus in being maritime 
administrator,” Hjart said.

How long will Hart, who is 52, remain at 
MarAd? He won’t talk about his future, 
except to concede that he ’ s a long way from 
retirement. But there’s no denying that 
Hart is in a strong tactical position for 
moving to a Cabinet-level post, if his party 
retains the White House in 2000. ■

Title XI loan guarantees
In the last year, the Maritime Administration has approved 

Title XI loan guarantees for these projects:

•  Lightship Tankers lll-V, for three 
46,095 dwt. tank vessels, to be built at 
Newport News Shipbuilding & Drydock, 
Newport News, Va. Project cost: 
$158,886,035. T itle XI guarantee: 
$139,023,000

•  Rowan Companies, Inc., for one 
self-elevating mobile offshore drilling 
unit, to be built at LeTourneau, Inc., in 
Longv iew , Texas. P ro jec t cost: 
$195,437,532. T itle  XI guarantee: 
$171,007,000.

•  Astro Offshore Corp., for two plat-
form supply vessels, to be built by Hal-
ter Marine Group of Gulfport, Miss. 
Project cost: $35,936,857. Title XI guar-
antee: $31,468,000.

•  PerforadoraCentral.S.A. deC.V., 
for export, one jack-up mobile offshore 
drilling unit, to be built at TDI Halter, in 
O range, Texas. P ro jec t cost: 
$94,365,698. T itle  XI guarantee: 
$70,774,000.

•  Vessel Management Services Inc., 
for 10 medium-high performance tug-
boats, to be built at Nicols Brothers, in 
F ree land, W ash. P ro jec t cost: 
$86,237,530. T itle  XI guarantee: 
$75,536,000.

•  Maybank Navigation Co., for one 
warehouse barge to be built at Conrad 
Industries in Morgan City, La. Project 
cost: $5,107,765. Title XI guarantee:

Source: U.S. Maritime Administration,

$4,000,000.
•  Marine Cranes (a W ashington 

General partnership), for one split-hull, 
ABS loadline hopper barge, to be built 
at Gunderson Marine, Inc., in Portland, 
Ore. Project cost: $4,667,364. Title XI 
guarantee: $4,083,000.

•  Western Power Co. (Ghana Na-
tional Petroleum Corp.), for export, two 
power barges, to be built by Halter 
Marine of Gulfport, Miss. Project cost: 
$68 ,500,000. T itle  XI guaran tee : 
$67,009,000.

•  Attransco, Inc., for refinancing of 
Title XI debt, for three tank vessels to 
be built at National Steel & Shipbuilding 
in San Diego. Project cost: $71,523,779. 
Title XI guarantee: $48,819,622.

•  Canal Barge Co. for 30 steel open 
hopper barges, to be built at Trinity 
Marine Group in Madisonville, La.; two 
260-foot deck barges, to be built at 
Halter Marine in Gulfport, Miss., and 10 
120-foot deck barges, to be built at 
Offshore Ship Builders Inc., in Houma, 
La. Project cost: $13,319,976. Title XI 
guarantee: $11.654,000.

•  Tugz International L.L.C., for three 
twin Z-drive reserve tractor harbor es-
cort towing tugs, to be built at Marco 
Shipyard in Seattle. Project cost: 
$16 ,033 ,560 . T itle  XI guaran tee : 
$14,929,000.
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Rogue wave from Australian court
Despite ruling, damage to ships is owner's best 
defense when containers are lost in a storm.

NEW YORK
When a container goes overboard, who is 

liable?
That very basic question is especially 

pertinent after the loss in November of 
significant amounts of cargo from four 
containerships caught in the same Pacific 
storm. On one vessel, 700 containers were 
reportedly missing out of 1,000 on deck.

Under U.S. law, if cargo is damaged after 
a ship ran into a storm that it could have 
expected to encounter, given the season of 
the year and the vessel’s location —  for 
example, the North Atlantic in winter —  
courts are likely to presume that the owner 
failed to care for the cargo.

“In that situation, the shipowner cannot 
rely upon the exclusion from liability pro-
vided in the Carriage of Goods By Sea Act 
(COGSA) for perils of the sea,” said Michael 
Marks Cohen, senior partner of Burlingham 
Underwood, a maritime law firm in New 
York.

“One of the first things U.S. courts look 
at is to determine whether there was any 
damage to the ship,” Cohen said. “The 
assumption is that the shipowner had real 
incentive to send the ship to sea in a seawor-
thy condition to protect his own investment 
in it.”

Since ships “are supposed to be built so 
that they can withstand anticipated weather, 
if there’s damage to the vessel, it is very 
often an indication that the severity of the 
weather was more than that which could 
have been expected,” he said.

There are seas and storm forces that no 
ship can withstand. Despite competent sea-
manship in a severe storm, “rogue” waves 
40, 60 or 80 feet tall can cause extreme 
harm.

If there is damage to the ship, U.S. courts 
are likely to say, “well, it’s not surprising 
there’s damage to the cargo,” Cohen said.

However, a shipowner can be in a bind if 
cargo is harmed supposedly by heavy 
weather, but there has been no damage to 
the ship.

In that case, “U.S. courts tend to say the 
lack of damage to the vessel is evidence that 
the owner failed to care for the cargo,” 
Cohen explained. That is not an excused 
condition under COGSA.

Joint Venture. COGSA has two differ-
ent articles dealing with a shipowner’s re-
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sponsibility for cargo damage.
Article 3 requires a carrier “to properly 

load, handle stow, care for and discharge” 
cargo.

Article 4 states that if due diligence is 
shown before the voyage starts, “the carrier 
shall not be responsible for any damage to 
the cargo” caused by perils of the sea.

“American lawyers see these two articles 
as dealing with related but separate issues,” 
Cohen said. “The difference in the treatment 
of them goes back to the concept of an ocean 
voyage as a joint venture of ship and cargo.”

“I f  there’s dam age to the 
vessel, it is very often an 

indication that the severity 
o f  the weather was more 

than that which could have 
been expected.”

Michael Marks Cohen
senior partner, 
Burlingham Underwood

U.S. courts make distinctions in terms of 
what property is put at risk.

“If the property at risk is the cargo alone, 
then there is an affirmative duty on the ship-
owner to protect the cargo from that risk,” 
Cohen said. “But if the risk is to the ship and 
cargo together, then the shipowner is re-
quired to protect the cargo to the same extent 
that he can be expected to protect the ship.” 

If the owner takes care to make the vessel 
seaworthy at the beginning of the voyage, 
he will be excused for damage to the cargo 
caused by the inherent risk, which in the 
case of heavy weather is regarded as a peril 
of the sea.

“These considerations comes up in every 
heavy weather case,” Cohen said. “When 
cargo falls over the side in weather that is 
not extraordinary, the owner is almost pre-
sumed to be liable because he didn’t prop-
erly care for it. It requires an unusual, 
unexpected event to escape liability.”

Carriers Favored. The Australian High 
Court recently sent out a rogue wave of its

own in regard to who is liable for a peril of 
the sea, in a decision that has created a furor 
among admiralty attorneys.

After hearing an appeal of a case involv-
ing a ship named the Bunga Seroja, the 
Australian appellate judges ruled that “a 
shipowner can use peril of the sea even for 
anticipated weather resulting in cargo dam-
age,” Cohen said.

“And they go on at great length, as if to 
say this is a great difference from American 
law,” Cohen said. “They seem to be think-
ing that they were departing in some mea-
sure from how our courts have ruled.”

In the Bunga Seroja case, there was dam-
age to both cargo and vessel. But the Aus-
tralian panel played down the damage to the 
vessel. "I do not think that the structural 
damage sustained by the ship is persua-
sive,” one of the judges said.

Nonetheless, by upholding alower court’s 
decision for the vessel owner, the panel 
empathized more with carriers than ship-
pers, ruling that “in cases in which the 
carrier is not proven to have been negligent, 
and when events at sea can be shown to be 
the cause of (cargo) loss and damage, the 
carrier should be entitled to immunity.” 

Still, one of the Australian judges said 
that “owners are obligated to take appropri-
ate precautions, that is to make reasonable 
efforts ... to make the vessel seaworthy in 
anticipation of predicted or predictable 
weather.”

The Australian panel said “it’s not enough 
for you to come into court saying that if 
there is damage to the cargo but not to the 
ship, then the owner is liable. You must go 
further and prove the owner did something 
negligent,” Cohen said.

Carried Away. Cohen said a close read-
ing of the opinions shows “that the Austra-
lians essen tia lly  m ixed together the 
provisions about a shipowner’s responsi-
bility for cargo damage found in both Ar-
ticles 3 and 4 of COGSA.”

“No particular harm was done in that 
case. In any event, our courts will go on 
interpreting as they have: ‘the thing speaks 
for itself’ —  meaning that demonstrable 
damage to cargo after a storm, without 
damage to the ship, is evidence enough that 
the owner failed to exercise due care for the 
cargo.”

So why has the Bunga Seroja decision 
become a heated topic worldwide?

“1 think the Australian judges just got 
carried away,” Cohen said. "They were 
drawing a distinction without a difference.” 

(The formal title of the Bunga Seroja 
case is Great China MetaI Industries Co. 
Ltd. v. Malaysian International Shipping 
Corp. Berhad.) ■
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Holt ponders next move on ACL
Largest stockholder fa ils  to win control o f  carrier's hoard.

GOTHENBURG, Sweden
After being decisively rebuffed in a bid 

to take control of Atlantic Container Line, 
Thomas J. Holt Sr. isn't tipping his hand on 
future plans for ACL.

Leo A. Holt, a director of the Philadel-
phia-based Holt Group, said his father, 
Thomas Holt, “has no immediate plans to 
do anything in regard to ACL. H e’s going to 
watch the situation very closely, and hope 
for a good freight market.”

At a special meeting requested by the 
elder Holt, ACL stockholders quickly re-
jected Holt’s proposal for a “rearrange-
ment” of the ACL board.

Holt Group is ACL’s largest shareholder, 
owning 17 percent of the carrier’s stock.

Holt’s attempt to take control of A CL’s 
board did not go down well in Sweden, 
where a collegial spirit prevails in upper 
corporate echelons. Many Swedish CEOs 
serve routinely on the boards of competi-
tors in the same industry, and overt power 
plays are not welcomed.

Holt could call such meetings every six

weeks, if he chooses, since he owns more 
than 10 percent of the company, but that 
appears unlikely.

Olav Rakkenes, president and chief ex-
ecutive of ACL, said that “if Mr. Holt wants 
to buy the company, we have no problem 
with that. But we do have a problem with one 
shareholder gaining an advantage over the 
others.”

In a terse and brusque meeting, ACL's 
shareholders took 50 minutes to decide to 
retain the com pany’s current four-man 
board. When the tally was done, 68 percent 
had voted against Holt.

The suspicion in some quarters was that 
the vote did not come as a surprise to Holt, 
and that it may have been exactly what he 
wanted as a stepping stone to get ACL to 
buy back his 17 percent.

But Leo Holt said his father “could not 
get ACL to buy his 17 percent stake in ACL 
even if he wanted to. Swedish companies 
are not allowed to buy back their stock.”

Holt paid $23.5 million for his shares, plus 
more than $5 million for a now-expired op-

tion to expand his stake in ACL to 27 percent.
Questions had been raised about Holt’s 

ability to obtain financing for the additional 
shares.

The company, a fixture on the Philadel-
phia waterfront for decades, more than 
doubled in size in 1997 with the purchase of 
NPR/Navieras, which operates primarily 
between the U.S. mainland and Puerto Rico.

The last fiscal year’s revenues for the 
Holt totaled $364.3 million, with NPR/ 
Navieras accounting for $245.3 million.

Holt borrowed heavily to finance the 
Navieras purchase. According to documents 
filed with the U.S. Securities and Exchange 
Commission, the debt load for Holt’s vari-
ous enterprises, all part of the Holt Group, 
was $226.2 million as of June 30, plus more 
than $31.6 million in third-party obliga-
tions. The SEC documents showed that 
Holt Group’s ratio of debt to equity was 
about 3 to 1.

Holt’s warehousing and stevedoring op-
erations dominate the Delaware River re-
gion, with facilities in southern New Jersey, 
Philadelphia and Wilmington.

ACL operates five vessels that carry con-
tainers, oversized cargo, and other goods in 
the North Atlantic. The ships’ versatility 
has given the carrier an edge in the current 
cutthroat rate war in that trade. ■

Bottled in by EDI obstacles?

Break through w ith Maris Cargo Document Exchange.
Transferring critical business documents electronically between 
ocean carriers and shippers has been as difficult as rigging 
a ship inside a bottle. M aris  C arg o  D o c u m e n t  
Exchange breaks free of traditional constraints and 
limitations by allowing small and medium-sized compa-
nies to take advantage of the power of In te rn e t  
e -com m erce , without extensive set-up or training.

Exchange D ocum ents
Maris Cargo Document Exchange allows you to transmit impor-
tant documents electronically, such as Shipping Instructions (Bill of 
Lading), Freight Invoice or Container Status messages, to improve 
data accuracy, streamline business processes and accelerate 
business cycles.

Rem oving B arriers
W hat do you need to start using Internet e-commerce? No  
special hardware or software, just the Internet and your Web

GE Information Services O C E A N W I D E  
Marine Network

browser and you’re ready to do business.

Low  C ost
Maris enables all segments of the ocean trans-
port community to transmit essential cargo 

documents without hefty up-front costs and 
extensive resources.

A  Solid Team
Maris Cargo Document Exchange is a service of GE Information 
Services, the experts in electronic commerce for the business 
community, and OceanWide Marine Network, a leader in elec-
tronic commerce solutions for the ocean transportation industry.

Learn more about Maris Cargo Document Exchange by visiting our 
Web site at w w w .o ceanw ide .com  
or calling 1-888-289-7744.
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Tropical swings hot bat in Caribbean
Niche carrier stresses basics. Extends market 
reach with growing NVO operation.

RIVIERA BEACH, Fla.
If Tropical Shipping were a baseball 

player, it wouldn’t be Mark McGwire. This 
is a company that would rather hit for a high 
average than swing for the fences.

Tropical belts a an occasional home run—  
for example, a big current project to transport 
more than 4,000 TEUs, plus many outsized 
shipments, for construction of the huge 
Atlantis Hotel complex in the Bahamas.

But the company’s main focus continues 
to be on smaller, less-glamorous shipments 
of containerized freight between points in 
the U.S. and the Caribbean.

The strategy has been successful. Tropical 
seems to consistently turn a profit— no small 
feat for a U.S.-owned carrier competing in 
the rough and tumble Caribbean trade, which 
has been a graveyard for many other lines.

For the 12 months ending Sept. 30, Tropi-
cal had operating income of $26.4 million on 
revenue of $221.4 million, compared with 
$21.7 million on $206.6 million a year ear-
lier.

Tropical emphasizes the fundamentals: 
Thorough understanding of its core market, 
a conservative approach to expansion, tight 
control of costs and meticulous attention to 
on-time performance.

“We work hard at being an on-time car-
rier,” said Richard F. Calcote, vice presi-
dent o f finance . “ We take on-tim e 
performance very seriously. W e’re a life-
line to many of these islands. It’s a very 
personalized relationship.”

Tropical, based in a gritty industrial area 
a few miles north of the millionaires’ play-
ground of Palm Beach, is a subsidiary of 
Nicor Inc., a Naperville, 111.-based com-
pany whose main business is natural gas. 
Tropical generally accounts for slightly 
m ore than 10 percen t o f the parent 
company’s revenue.

Tropical started out as Tropical Shipping 
& Construction Co. in the early 1960s. The 
company got into shipping to move in- 
house supplies to a construction project in 
the Bahamas.

Soon the company began hauling freight 
for other customers, and the transportation 
business took over from construction.

T oday carrier ’ s containers— white, with 
TROPICAL in big black letters —  are a 
familiar sight in Caribbean ports.

The company operates throughout the 
Caribbean, and has service from four Florida

ports —  Palm Beach, Port Everglades, 
Tampa and Fernandina Beach.

Tropical operates 18 ships, 14ofwhichare 
company-owned, and has a couple of vessels 
chartered out. The basic fleet is supplemented 
by seasonal charters. Vessel sizes range from 
about 60 TEUs to 450-500 TEUs.

All of Tropical’s services are short runs, 
and on-time performance is at a premium, 
especially for just-in-time customers such as 
the cruise-ship lines that ply the Caribbean.

Calcote said cruise-ship lines “are good 
customers, and you don’t want to lose them 
because you haven’t been able to meet your 
commitment.” Sometimes Tropical has used 
air freight to ensure that on-time delivery.

Tropical believes the key to on-time per-
formance is in the up-front work on docu-
m en ta tio n , equ ipm en t m ain tenance , 
communications and so on. “You want to 
spend the money there, and not spend it on 
mistakes,” Calcote said.

In recent months, Tropical has taken 
advantage of low prices in the Far East to 
buy dry and refrigerated containers to re-
place leased equipment.

Calcote said the company tries to avoid 
leasing of containers, and works hard to get 
maximum utilization of its boxes by getting

JACKSONVILLE, Fla.
Carriers are adding capacity in the U.S. 

mainland/Puerto Rico trade.
Trailer Bridge planned to take delivery 

in December of the fifth of five new barges 
that can carry 213 high-cube containers 53 
feet long.

The new barges, operating along with four 
smaller barges, will allow the company to 
add a third weekly sailing to Puerto Rico 
while launching a weekly New York/Jack-
sonville service along the U.S. East Coast.

Sea Star, formerly Sea Barge, has put into 
service the first of two former Matson lift-on/ 
lift-off, roll-on/roll-off vessels that have re-
placed the company’s trailer-carrying barges.

A second ship will be added in March or 
April, and will double Sea Star’s capacity.

The ships, built for Matson in the mid- 
1970s and rebuilt in 1990, have maximum 
capacities of 1,020 TEUs, 350 autos and 
119 reefer containers.

Both vessels have been reconfigured to 
handle containers up to 48 feet long. They

them emptied and back into service as 
quickly as possible.

Always a competitive trade, the Carib-
bean has become even more so during the last 
several years, as the region has attracted 
attention from global carriers. “We never 
know who’s in from week to week,” Calcote 
said.

The entry of the global carriers has been 
a mixed bag for Tropical. The newcomers 
add competition, but Tropical has picked 
up some business by relaying cargo from 
the global operators.

Tropical used to operate ships to and 
from Central America, but pulled its ships 
from that trade two years ago. “It wasn’t 
econom ic,” Calcote said. The Central 
American trade is plagued by chronic over-
capacity, especially southbound, where fruit 
carriers offer cheap backhauls after deliver-
ing bananas to U.S. ports.

Tropical continues to operate as a non- 
vessel-operating common carrier in the 
Central American trades.

Though Tropical is mainly a ship opera-
tor, it has developed a sizeable NVO busi-
ness, which now accounts for about one-fifth 
of the company’s revenue.

The NVO operation  has extended 
Tropical’s market reach into areas where 
the carrier’s ships don 't call. Caribbean 
customers use Tropical’s NVO unit for 
catalogue orders to U.S. retailers such as 
Home Depot. And Tropical regularly takes 
shipments from Asia and Europe, and splits 
them into less-than-containerload shipments 
to Caribbean islands. ■

can sail at speeds of 22 knots, approxi-
mately twice the speed of the barges they 
replaced.

Another Puerto Rico operator, Crowley 
American Transport, has asked the U.S. 
Maritime Administration for permission to 
increase capacity in its U.S. mainland/Puerto 
Rico service.

Because they receive U.S.-flag subsidies 
for their international services, Crowley 
and S ea-L and canno t increase  the ir 
unsubsidized U.S. domestic services with-
out MarAd approval.

After a dispute with other carriers in the 
Puerto Rico trade, Sea-Land last year won 
MarAd approval for increases that matched 
the growth of Puerto Rico’s economy.

Crowley also is seeking increases in line 
with Puerto R ico’s reported economic 
growth in fiscal years 1996 (3.3 percent); 
1997 (3.2 percent) and 1998 (3 percent).

Crowley said recent hurricanes in the 
Caribbean have increased the need for ship-
ping capacity. ■

Carriers add Puerto Rico capacity
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Gulf Bridge bridges the Gulf
Roll-on!roll-off service finds a niche with single-ship  
service between M obile, Tuxpan.

MOBILE, Ala.
John G. Peterlin spread a map of the 

region around the Gulf of Mexico on his 
kitchen table.

First, he circled the border crossing points 
between Texas and Mexico, and calculated 
the driving times from Mobile and Hous-
ton to the Mexican interior.

Then, using a ruler, Peterlin drew a 
straight line across the Gulf from Mobile, 
Ala, to the Mexican port of Tuxpan.

“I could see the hours and money that 
could be saved for shippers,” he said, “if it 
were possible to offer a direct vessel ser-
vice along the line I had drawn.”

Today his company, Gulf Bridge Ro- 
Ro, based in Mobile, does exactly that, 
using the Dolores, a six-year-old, 555-foot 
chartered roll-on/roll-off ship that can hold 
up to 90 trailers. Russian-built and crewed, 
the Dolores has sailed each week since 
March between Mobile and Tuxpan, carry-
ing mostly dry cargo.

The fledgling service has landed busi-
ness from  m ajor sh ippers including  
Daimler-Chrysler, Ford, Damsky Paper, 
International Paper. Kimberly Clark. ATEC 
Systems, Rocor Transportation and United 
Van Lines.

“We have found it to be an excellent 
alternative to going overland,” said Jon P. 
Dostal, manager of international vehicle 
logistics and dealer delivery for Daimler- 
Chrysler, in Auburn Hills, Mich.

Gulf Bridge ships Dodge trucks north-
bound, and carries Ford vans southbound.

"The transit time is significantly less to 
Mexico using the Dolores," said Andrew J. 
Polo, manager for distribution for the 
chemical group of Degussa Corp., in 
Ridgefield Park, N.J. “We now have an 
alternative to delays caused by the conges-
tion of trucks at Laredo and other border 
crossing points.”

“That keeps truckers in line,” Polo said. 
"We have been sufficiently impressed with 
their vessel to expand our use of Gulf 
Bridge in the next few months.”

“Using the Dolores has been good for 
us,” said Dick Coats, warehouse and distri-
bution manager for Courtaulds Fibers Inc., 
in Axis, Ala. “We ship rayon to Mexico, 
and Gulf Bridge's service has more than 
met our expectations.”

“We provide a moving bridge, if you 
think of it that way, between the U.S. and

M exico,” Peterlin said. Transit time on the 
800-mile route is about 52 hours. A round 
trip between Mobile and Tuxpan takes five 
to six days, counting time in port.

“As our cargo volume builds, we can 
reduce the trip time from five days to 
three." Peterlin said. Normal highway time 
from Mobile to Mexico City, a distance of 
1,519 miles, is about 120 hours, or five 
days.

T rave l T im es . Tuxpan cannot compete 
in size and resources with its larger neigh-
bors, Veracruz and Tampico, “yet it has 
found a niche as a trade center because of 
its proximity to Mexico City,” said Marcial 
Guzman Diaz, director of Tuxpan’s port.

“I  saw several Caribbean  
roll-on/roll-off vessels, 

and a light bulb went o ff  
in my head. I  thought, 

‘tha t’s the answer 
to the border crossing  

problem  right there.’ ”

John  G. Peterlin
Gulf Bridge Ro-Ro

Tuxpan is about 186 miles northeast of 
Mexico City, with access to the country’s 
southeastern and central regions.

F iv e -Y e a r G oal. Peterlin, 44, is a Colo-
rado native and a 1976 graduate of the U.S. 
Merchant Marine Academy. After gradu-
ating, he worked as a demurrage analyst 
for Coastal Corp.’s COSCOL subsidiary, 
where he subsequently became director of 
operations.

“I went to Mexico fairly often on busi-
ness,” he recalled, “and was struck imm e-
diately by the border situation landside.” 

“I thought, ‘Geez, there has to be a 
solution to that.’” Then, late in 1992, 
Peterlin was in Miami, returning to the 
harbor on a tug from having visited a 
COSCOL ship.

“I saw several small Caribbean roll-on/

roll-off vessel, and a light bulb went off in 
my head. I thought, ‘that’s the answer to 
the border crossing problem, right there. ’ I 
knew roll-on/roll-off services crossed the 
Mediterranean and the North Sea. Why not 
the Gulf? I went home and told my wife, 
‘I ’m going to start a new company.’”

Peterlin kept his job for a while at 
COSCOL as he planned what became Gulf 
Bridge. Coastal Corp. considered his idea, 
but as an oil company was reluctant to 
expand to take on dry cargo.

By 1993, “what was waking me up every 
morning was wanting to do this,” he said. 
Peterlin left COSCOL to work toward 
launching G ulf Bridge. “It was a classic 
bootstrap operation,” he recalled, which 
took him five years.

B reak th ro u g h . During the last decade, 
several other entrepreneurs have tried to 
start cross-Gulf freight operations. Most 
have been flashes in the pan.

One oil carrier ran between Houston and 
Tuxpan, under contract to Pemex and Shell, 
but that service ended with the contracts. 
Several would-be commercial ventures ran 
afoul of what was usually called, in hind-
sight, “the elusive Mexican consignee.”

In the mid- ’ 90s, a company called Mexus 
tried a cross-Gulf run with a large ship, 
operating sporadically for a year between 
Freeport and Tuxpan before going under. 
“That gave the trade a black eye,” Peterlin 
conceded.

Leasing office space from a former par-
ticipant in Mexus, Peterlin became involved 
in third-party logistics.

“I ran some project cargoes over the 
road. I found that maritime people didn’t 
understand trucking and intermodal, and 
trucking guys didn ’ t understand maritime,” 
he said. At the same time, he worked as a 
marine consultant through his own com-
pany, Sea-Wise Inc.

The falling peso did not enhance the idea 
of Gulf Bridge, but the proposed service 
“stayed mid-burner in my head,” he said. 
Finally, Peterlin was able to start the com-
pany he really wanted with support from 
Landstar Logistics, and a partner, Patrick
F. James, a Mobile developer who is now 
Gulf Bridge’s secretary-treasurer.

Today, the Dolores sails acceptably full, 
and business has been good enough for 
Gulf Bridge to consider a second vessel 
charter.

“W e’ve not had problems on the Mexi-
can end,” Peterlin said, "although terms of 
sale can be a sticking point until they are set. 
I think that many of the old problems with 
Mexican ports ended as they were priva-
tized.” He said Gulf Bridge has never paid 
a bribe to do business in Tuxpan. ■
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Stowaways — a $20-million problem
Stowaways raise carriers’ operating costs and insurance 
premiums. Problem is worst in developing countries.

BAGSVAERD, Denmark
Stowaways on cargo ships are a con-

tinual problem for carriers, who are finding 
the cost increasingly difficult to absorb.

“Stowaways drive up a carrier’s insur-
ance premiums,” said Thomas Tirnlen of 
the Baltic and International Maritime Coun-
cil, based in Bagsvaerd, Denmark, “Ship-
pers will ultimately cover that cost in the 
form of higher freight rates.”

The International Maritime Bureau be-
lieves that the worldwide cost of stow-
aways to shipping may be as high as $20 
million a year.

Members of the London P&I Club re-
ported that its members had 174 cases in-
volving stowaways in 1996-97, resulting in 
costs of more than $511,000. In the first half 
of 1998, the club’s members handled 86 
stowaway cases at a cost of $305,000.

To get a better idea of the costs of the 
stowaway problem, the International Mari-
time Organization, its member countries, 
BIMCO and the International Chamber of 
Shipping are devising a system to collect 
statistics worldwide.

“We know the costs for handling stow-
aways continues to increase, but the number 
of stowaways boarding ships is still illusive,” 
Timlen said. “We need accurate statistics to 
know the true extent of the problem.”

The financial costs of stowaways may be 
understated, because of a disturbing and 
horrific fact of maritime life. To avoid the 
costs and delays of processing stowaways 
at destination ports, some ships ’ crews have 
been known to shove stowaways overboard 
of set them adrift at sea.

From 1992 to 1997, there were 21 re-
ported cases of stowaways being set adrift 
by carriers. Some reached shore, but many 
drowned at sea. No one knows how many 
cases went unreported.

Stowaways are an especially acute prob-
lem for carriers operating in developing coun-
tries such as in Latin America and Africa.

Economic conditions in these regions 
may be so poor that people will do anything 
to escape. A departing ship offers what may 
seem a free ticket out.

Stowaways board ships using a variety 
of methods, such as posing as dockworkers 
or hiding in cargo.

At the Moroccan port of Casablanca, 
stowaways are regularly found in empty 
containers. To fight the problem, the Mo-

roccan customs agency began requiring all 
empty containers entering the port for out-
bound shipment to be opened and checked 
for stowaways. After inspection, the con-
tainers are immediately closed and secured 
with a special customs seal.

The program worked well for standard 
containers, but the customs seals proved 
useless for open-top containers, which are 
covered with tarpaulins. Stowaways sim-
ply enter the open tops by untying the ropes 
of the cloth cover and getting an accom-
plice to re-tie them from the outside.

In the Dominican Republic’s Port of Rio 
Haina, stowaways frequently attempt to swim 
up to the outbound vessels and climb on 
board.

It’s not uncommon for stowaways from 
South America to be carrying drugs for 
financing their first days in a new country or 
serving as mules for drug traffickers.

International carrier groups and P&I 
Clubs say that carriers should work to keep 
stowaways off ships.

Experts advise carriers to post crewmen 
on gangway duty to keep track of boarding 
and disembarkation of workers, use night 
watchmen on deck and keep possible hid-
ing places locked up while in port.

“The really determined stowaway can 
always find somewhere to hide on a ship,” 
said the London P&I Club. But self-polic-
ing of a ship helps “to minimize the risks, 
both financial and moral.”

SAN FRANCISCO
Containership lines in the Asia-to-Canada 

trade say they plan rate increases similar to 
those being sought by carriers in the Asia- 
to-U.S. trade.

Members of the Canada Transpacific Sta-
bilization Agreement said they’ll raise rates 
on April 1 by US$750 per 20-foot container, 
$1,000 per 40-footer, $1,125 per high-cube 
40-footer, and $1,266 per 45-footer.

The carriers also said they plan a US$300-

M ONTREAL
The Mediterranean Canada conference said 

it will increase its eastbound tariff rates on 
Jan. 1.

Rates will go up by $75 per 20-foot

Once stowaways are detained by au-
thorities, carriers try to repatriate them as 
quickly as possible. Sometimes that’s diffi-
cult. Often it’s hard to determine who the 
stowaways are, because most of them don’t 
carry identification.

In Vietnam, the government sometimes 
takes as long as six weeks to issue docu-
ments required to land a stowaway, even if 
the stowaway is determined to be a Viet-
namese national.

Often the carriers are responsible for pay-
ing foreign governments to process stow-
aways and for the stowaways’ return trip.

Money isn 't the only reason carriers want 
to return stowaways quickly.

“The longer the stowaways stay on board, 
the more agitated they may become, posing 
a danger to themselves and the crew,” Timlen 
said.

Last July at Genoa, five North African 
stowaways set fire to their cabin on the ship, 
hoping to escape during the confusion. In-
stead, they perished in the blaze.

While crews should be compassionate 
toward stowaways, they shouldn’t allow 
them free movement on the ship.

“Stowaways are desperate. They’ve got 
nothing to lose,” Timlen said. “That’s what 
makes them dangerous.”

In the recent case of the breakbulk ship 
Cape Providence, two stowaways from 
South Africa were denied political asylum 
by French officials at the Port of Dunkirk. 
So they accused the ship’s crew of abuse.

The French police arrested four crew 
members. They were held for 36 hours, and 
released only after Tony Rimmer, chaplain 
of Dunkirk’s Seamen's Church Institute, 
interviewed the ship’s officers and found a 
videotape of the stowaways enjoying a party 
with the crew. ■

per-FEU “peak season surcharge” from June 
through November to offset higher costs 
from equipment imbalances.

The CTSA’s membership is almost iden-
tical to that of the Transpacific Stabilization 
Agreement, which represents conference and 
non-conference lines in the Asia-to-U.S. trade. 
The TSA recently announced increases of 
$900 per FEU to U.S. West Coast ports, 
$1,000 per FEU to other U.S. points, and a 
$300-per-FEU peak season surcharge. ■

container and $100 per 40-footer. W est-
bound rates won’t increase.

Conferencemembers are CP Ships sub-
sidiaries Canada Maritime and Cast, and 
DSR-SenatorLinesandZim. ■

Carriers plan Asia/Canada increases

Med/Can conference to raise eastbound rates
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P&O Nedlloyd reports third-quarter profit
LONDON

P&O Nedlloyd Container Line re-
ported a $7-million pretax profit after 
merger and exceptional items, compared 
with a year-earlier deficit of $17 million 
in the same period of last year.

Operating profit jumped 20 percent, to 
$30 million. Average revenue per TEU 
dropped 4 percent, to $1,354, but in-
creased volume and cost-cutting produced 
a 7 percent increase in revenue, to $886 
million.

Volume rose 11 percent, to 654,400

TEUs. Carryings to and from North 
America soared by 40 percent, to 175,800 
TEUs, as P&O Nedlloyd expanded in the 
transpacific and added the U.S./Australia 
business of Blue Star Line, which it ac-
quired in April.

For the first nine months of the year, 
P&O N edlloyd’s pretax deficit after 
merger and exceptional items narrowed 
to $23 million from $74 million a year 
earlier. Operating profit for the nine- 
month period was $26 million, down 
from $30 million a year earlier. ■

Mitsui O.S.K., Navix 
to merge

TOKYO
Mitsui O.S.K. Lines, Japan’s second- 

largest diversified liner and bulk shipping 
company, and Navix Line, the Japanese 
tanker and dry-bulk operator, have an-
nounced a plan to merge in April.

Masaharu Ikuta, president o f Mitsui 
O.S.K. Lines, said that the merger is needed 
to strengthen the companies’ management 
base in the global market.

In their fiscal year ended March 1998, 
MOL’s group revenue was $6.3 billion and 
Navix’s was $1.2 billion.

The merger will be the second involving 
Japan’s top shipping groups in less than a 
year.

Showa Line, a major bulk operator, was 
taken over by NYK in October.

“K” Line is the only major Japanese 
shipping group not to have been involved in 
a merger or a takeover. ■

ANL becomes 
part of CGM

PARIS
Compagnie Generale Maritime, one of 

the operating companies of the French 
CMA-CGM group, has completed its pre-
viously announced acquisition of the liner 
business o f Australian national carrier 
ANL.

The Australian carrier’s activities are 
now operating under ANL-Container Line, 
a new company owned by CGM.

ANL-Container Line operates three 
containerships of 2,200 to 2,800-TEU ca-
pacity and a fleet of 11,000 containers.

CMA-CGM said ANL-Container Line 
will offer services between Australia and 
the rest of the world. ■

Hamburg-Sud completes 
Alianca takeover

HAMBURG
The German group Hamburg-Sud has 

completed the takeover of Brazilian ship-
ping line Alianca.

The transaction was completed Nov. 20 
in Rio de Janeiro, where Alianca has been 
operating  under the nam e A lianca 
Transportes Maritimos S/A.

Hamburg-Sud, which also trades under 
the name Columbus Line, said that it in-
tends to preserve Alianca as an independent 
company. ■

In brief . . .

ATLANTIC CONTAINER LINE. An-
drew J. Abbott has been promoted to chief 
operating officer of ACL. Abbott has been 
with ACL since 1977. He has been executive 
vice president since 1990. Olav Rakkenes 
remains president and CEO of ACL.

HANJIN PROFIT. Hanjin Shipping re-
ported a net income of 15 billion won ($13 
million) for the first half of 1998, up from 4 
billion won a year earlier. Hanjin’s results 
were influenced by the devaluation of the 
won. Operating revenues rose by 73 percent 
in local currency, to 2.1 trillion won ($1.73 
billion), from 1.2 trillion. Operating income 
was 119 billion won ($98 million), compared 
to 94 billion in the first half of 1997.

SOUTH AFRICAN AGENCY. Mitsui
O.S.K. Lines has set up an agency in Cape 
Town to cover South Africa, Botswana, 
Namibia, Mozambique, Swaziland, Lesotho, 
Malawi and Zimbabwe. The new company, 
Mitsui O.S.K. Lines (South Africa) (Pty), 
Ltd., will take over agency work formerly 
handled by Ellerman & Bucknall.

MILITARY CHARTERS RO/RO. The
U.S. Military Sealift Command has char-
tered a roll-on/roll-off ship, the Sea Fox, for 
stationing at Diego Garcia in the Indian 
Ocean. The $41.2-million time-charter con-
tract, covering 59 months, was awarded to 
Sealift Inc. of Oyster Bay, N.Y.

ZIM RETURNS TO PROFIT. Zim Is-
rael Navigation reported a net profit of $2 
million for the quarter ended Sept. 30, its 
first quarterly profit since 1996. The latest 
result compares with a loss of $ 1 million for 
the third quarter of 1997. Revenue rose 5 
percent to $388 million. Operating profit 
jumped to $26 million, from $4 million in 
the year-earlier quarter.

SEA STAR APPOINTMENTS. George 
Donaldson has been named vice president, 
sales, and Peter Baci vice president, market-
ing. Donaldson had been general manager, 
sales and operations, for the Eastern Carib-
bean and Virgin Islands of Tropical Ship-
ping. Baci was general manager, international 
services, of NPR/Navieras, and earlier was 
vice president, pricing, of Crowley Ameri-
can Transport.

HYUNDAI AMERICA. K.S. Pahk has 
been named president of Hyundai America 
Shipping Agency, succeeding S. J. Kim, who 
has returned to Hyundai ’ s parent company in 
Seoul. Pahk has been with Hyundai Mer-
chant Marine, America, for 15 years, most 
recently as executive vice president.

OSG PROFIT. Overseas Shipholding 
Group reported third-quarter net income of 
$5,194 million, almost identical to the 
$5,183 million of a year earlier. The bulk 
shipping company’s shipping revenue for 
the July/September quarter fell to $105.5 
million from $121.6 million a year earlier. 
The year-earlier results included a $12.1- 
million after-tax gain from the sale of OSG’s 
interest in Celebrity Cruise Lines.

6,200-TEU SHIPS. Sea-Land says it will 
charter five 6,200-TEU ships to replace ex-
isting tonnage. The carrier said it will charter 
the vessels from Greece’s Costamare Ship-
ping, which ordered the ships this year from 
South Korea’s Hyundai Heavy Industries. 
The vessels will be delivered between June 
2000 and the first quarter of 2001.

COSCO CHAIRMAN. Chen Zhongbiao 
has been named chairman of China Ocean 
Shipping Co. He had been president. Wei 
Jiafu has been named president of the 
COSCO Group and a vice chairman of the 
board. Also appointed vice chairmen were 
Wang Yunmao and Gong Shangzhu.
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Shippers that see express carriers as m erely providing overnight service are missing out 
on cost-saving options.

Shippers save on express costs
Recent labor woes o f  UPS, FedEx fo rced  companies to change 

delivery habits, but some shippers still mismanage express contracts.

Most companies rely on the speed 
and reliability of integrated air 
express carriers for at least a 
small piece of their daily operation.

That’s why United Parcel Service and 
Federal Express are among the world's 
largest transportation companies. In 1997, 
UPS had revenue of $22.4 billion, while 
FedEx had $12.5 billion.

That’s also why the entire air freight 
industry can be flipped upside down when 
one of those carriers shuts its doors, even 
for one day. Shippers learned that the hard 
way in August 1997, when the Teamsters 
all but shut down UPS for two weeks.

This past November, labor again threat-
ened to strike a major air express company, 
this time FedEx, and shippers scrambled 
for alternatives.

Fortunately, FedEx and its pilots returned 
to the bargaining table, and pilots pledged 
to keep the company’s purple and orange 
freighters flying through the holidays.

Dwight Sigworth, operations manager 
for Portland, Ore.-based AFMS Transpor-
tation Management Services, a consulting 
company that helps shippers with their ex-
press operations, said companies appeared 
better prepared this time around because

B y  G o r d o n  F o r s y t h

the UPS strike had forced them to change 
their express delivery habits.

Some companies, he said, have even 
learned how to get better express service at 
lower rates.

Still, Sigworth said he visits dozens of 
clients who not only aren ’ t prepared for strikes, 
but who are tossing money away everyday 
by mismanaging express contracts.

“Often in companies there is nobody 
who has the time or the inclination to man-
age the express delivery business,” Sigworth 
said. “Thousands, even millions, of dollars 
can be lost a year in a company that lets the 
wrong people make shipping decisions.

“In most companies, the person with 
most ability to change the way a company 
ships is the lowest person on the totem pole, 
and nobody listens to him,” he said.

MDS Nordion, a $200 million medical 
technology company based in Ottawa, 
Canada, can’t afford to mismanage its ex-
press shipping.

Established in 1946, Nordion is one a 
handful of companies worldwide that make 
and distribute radioisotopes. Chemical manu-
facturers, such as Du Pont, use the isotopes to 
produce radiopharmaceuticals, which doc-
tors use to diagnose and treat ailments rang-

ing from minor infections to cancer.
Nordion moves an average of 35 to 40 

packages a day. Each shipment can be worth 
up to thousands of dollars and on-time deliv-
ery is critical. The moment radioisotopes are 
made, they start to decay —  quickly.

“Some of our products have a 13-hour 
half-life. If we don’t get the shipment there in 
the morning, then the material is useless,” 
said Michael Gallant, manager of isotope 
distribution for Nordion. “If we miss a ship-
ment to DuPont in the morning, 10,000people 
won’t have their diagnostic procedure done. 
That is a fairly big responsibility on our part.” 

Many shippers, who don’t face such strict 
delivery guidelines, fail to realize how much 
can be gained and lost when using air ex-
press, Sigworth said.

The problem for some companies is that 
they see all express carriers as being the 
same, offering the same service. “It’s over-
night service,” one shipper explained. “We 
ship it and if they get it there overnight, then 
they did their job.”

Such a laissez-faire approach to the ex-
press delivery business skirts the fact that 
shippers can find better service by leverag-
ing their savvy, if they have it, when it 
comes to negotiating with carriers.
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Sigworth said shippers can do four things 
to better manage express contracts:

•  Explore their options (FedEx, UPS 
and DHL Worldwide aren't the only ex-
press carriers out there).

•  Know what they need from a carrier.
•  Know how to win favorable contracts.
•  Ask themselves if they really need to 

ship express.

O ptions. The first thing shippers should 
do to shield themselves from bottlenecks, 
whether labor-related or operational, is 
spread their business around, Sigworth said.

"Before the UPS strike, shippers wanted 
to put all of their eggs in one basket,” he 
said. "Now the larger players are splitting 
their business if they can.”

That has pushed more business to re-
gional express carriers, such as Eastern 
Connection on the U.S. East Coast, Pony 
Express in the Midwest and Western Parcel 
Service on the West Coast.

“There are some good regional ship-
pers,” Sigworth said. “Their focus on one 
specific region gives customers a much 
better next-day capability at close to UPS 
ground rates. ... They absolutely are an 
option, particularly if you are primarily a 
regional shipper.”

Some logistics managers, such as MDS 
Nordion’s Gallant or Carolyn Mitchell, di-
rector of international transportation for 
fashion giant Anne Klein Co., say the most 
important thing is knowing your options 
and when to use them.

“We have three or four alternatives to 
FedEx,” Gallant said. “The bottom line is 
that we have to get the product to the cus-
tomer. We, as the shipper, have to make the 
concessions. We always have more than 
one way of getting things to destination.”

“You have so much consolidation of 
companies these days that you just never 
know what is going to happen,” said 
Mitchell. “I split my shipments up between 
UPS and FedEx. During the UPS strike, I 
even used my freight forwarders, with whom 
I also have good relationships.”

Forwarders, who have watched integrated 
carriers snatch up nearly the entire U.S. 
domestic express market, say they are now 
making inroads in the express business. 
Eagle USA Airfreight in Dallas and Minne-
sota-based Adcom Express claim the UPS 
strike gave them an opportunity to show 
customers they could deliver high quality 
time-definite service. Some shippers have 
stayed on.

Mitchell was impressed by the service 
she got from the forwarders she used during 
the strike. “My forwarders were able to 
handle all of the shipments that I needed in 
any area,” she said.

S erv ice . Anne Klein operates in an in-
dustry that changes every time a passerby 
strolls along Madison Ave. and stops to 
look in a shop window. Speed is essential.

Mitchell oversees and negotiates all of 
Anne Klein’s express carrier contracts. She 
depends on the carriers to deliver product 
samples and fabric swatches to companies 
around the globe. “In the fashion industry, 
you are always two days behind,” she said.

Aside from having contracts with both 
FedEx and UPS, Mitchell maintains busi-
ness relationships with five “mid-tier” for-
warders, that generally earn between $100 
million and $500 million in annual revenue.

“In m ost companies, 
the person with the m ost 

ability to change the way a 
company ships is the lowest 
person on the totem pole, 

and nobody listens to h im .”

D w igh t S igw o rth
operations manager, 
AFMS Transportation 
Management Services

Mitchell believes in customer service. 
“If you don’t have the customer service, it 
doesn’t work.” When she feels she can’t get 
that from a bigger carrier she looks to her 
smaller partners.

“I try not to go with the big guys all of the 
time because then you get lost in the sys-
tem,” she said. “You don’t get the same 
amount of customer service that you do 
with a smaller carrier.”

Even in her dealings with FedEx and 
UPS, Mitchell requests that she be given the 
name of one customer service representa-
tive so that she can talk to the same person 
each time she calls. That allows her to 
develop a relationship in which each party 
knows each other’s needs, she said.

P rice . Once a company knows what it 
wants and has examined its options, it’s 
time to bargain for rates.

The most important thing in negotiating 
favorable express contracts is knowing how 
much you ship, when you ship it and where 
you ship it.

“It is important that you work with as 
much volume as you can when you go to the 
carriers,” Sigworth said.

He recently worked with a company that 
had three divisions operating under sepa-

rate contracts with FedEx. Each had nego-
tiated individual rate agreements, some more 
favorable than others, so the company was 
needlessly paying higher prices for some of 
its deliveries.

There is a delicate balance between split-
ting business to avoid getting stuck with 
one carrier and consolidating business to 
get the best rates. Every company needs to 
weigh their options carefully. Giving all of 
one’s volume to a single carrier can be 
risky, but the carriers will certainly dis-
count rates to win business.

“UPS calls it portfolio pricing,” Sigworth 
said. “They are saying to shippers, ‘Give us 
all of your business and we will give you a 
better price. We won’t discount on the 
ground unless you give us more air.’ ”

While UPS is trying to win more air 
business, FedEx is looking to get more 
ground business after acquiring Caliber 
Systems last year. Analysts say more than 
half of FedEx’s revenue still comes from its 
overnight air business, but the new FDX 
conglomerate has gained a strong ground 
presence with Caliber’s RPS subsidiary.

FDX has been quiet about its plans to 
merge RPS and FedEx operations. “They 
have some things in their hip pockets they 
are working on,” Sigworth said.

FDX recently introduced shipping soft-
ware that allows customers to write and 
print RPS and FedEx waybills with the 
same program. And a significant part of 
FedEx’s contingency strike plans included 
using guaranteed line-haul capacity on RPS 
trucks, Sigworth said.

In such a competitive market, shippers can 
play the carriers against each other to obtain 
better rates. “If UPS or FedEx can get new 
business that belongs to somebody else, you 
can get much better prices,” he said. “If they 
are faced with losing your business, they are 
going to be more aggressive as well.”

Another way shippers can improve their 
express delivery contracts, Sigworth said, is 
to get rid of them all together.

Many shippers, without being aware of it, 
demand air transportation when they could 
use trucks to deliver their shipments in the 
same amount of time. That's a costly mis-
take, which can be made simply by checking 
the wrong box on an air waybill, he said.

“It happens millions of times a day across 
the United States,” he said. “And it is a 
problem of people not being educated. The 
carriers love the idea of people paying for 
air for something that is never going to get 
on an airplane.

“Most companies don’t have the people 
available to figure out how to get it there 
without using express,” Sigworth said. “If 
you have somebody that is trained, let them 
make the decisions.” ■

AMERICAN SHIPPER: JANUARY 1999 65



TRANSPORT / A IR

Piazza reshapes 
Emery Worldwide

Air-freight carrier plans guaranteed express service. 
New CEO wants to “bring a new> culture to the company.”

B y  G o r d o n  F o r s y t h

After five months as president and 
chief executive officer of Emery 
Worldwide, Roger Piazza could 
be forgiven if he wished he’d never ac-

cepted the job.
Emery, along with many of its air freight 

peers, is coming off a terrible year. Rev-
enue and income are down, yields are reach-
ing new lows and market conditions aren’t 
expected to improve quickly.

If Piazza has any regrets, he doesn’t show 
it. Since replacing David Beatson in Au-
gust, Piazza has been trying to return Emery 
to profitability.

His plan for 1999 includes expanding a 
new guaranteed express service to shippers.

“My challenge is to bring a new culture to 
the company,” Piazza said. “We have been 
very aggressive for the last two or three years. 
We have been very growth-oriented, but you 
don’t have to look too hard to find out that our 
profits have been relatively flat.

“We still want to be aggressive,” he said. 
“But we only want growth that will add to 
the bottom line. We have enough practice in 
this business that we don’t have to do work 
for practice.”

Piazza plans to roll out a new guaranteed 
express air freight service for North Ameri-
can shippers in January. He hopes to up-
grade more of Emery’s business to the new, 
more-expensive service, which is at the 
heart of his plan to boost profitability.

Emery, which flies its own aircraft in the 
United States but operates solely as a freight 
forwarder internationally, has been testing 
the “Gold Priority” service in 13 U .S. cities. 
Piazza said the service has been successful 
and that the company has the infrastructure 
and personnel in place to expand it to all 
Emery destinations in North America.

With Gold Priority, Emery customers 
will be able to tender shipments for guaran-
teed overnight and second-day delivery 
without pre-booking. Emery customers have 
had to call ahead to receive delivery guar-
antees. Shippers, who wish to pay the rate 
premium, can now simply check off “guar-

anteed” on their air waybills.
“We tape it and label it so that the loaders 

and hub workers can watch it,” Piazza said. 
“It is specially marked on the manifest so 
that everybody is watching this freight.

“The service is for those shippers that are 
smaller in nature, which sometimes wonder 
if they are going to get their freight bumped 
by larger orders,” he said.

Piazza, 59, started his air freight career at 
CF Airfreight in 1976. For the next 10 
years, he worked as a manager and vice 
president in Detroit, helping build CF Air

“Our strategy is to change 
more and more o f  our 

accounts to our guaranteed  
product and raise 

that y ie ld  up.”

R oger P iazza
president, CEO,
Emery Worldwide

into a major U.S. air freight carrier. He was 
named vice president for North America in 
1989, when CF Air merged with Emery. He 
served in that position until making the 
move to CEO in August.

Piazza has a reputation in the air-freight 
industry for being more experienced on the 
operations side. Some thought it strange that 
Emery’s parent company, CNF Transporta-
tion, would choose Piazza to replace Beatson, 
known for his strong sales background.

Piazza says he’s more of a salesman than 
some believe. He notes broad management 
experience from running Emery’s hub op-
eration in Dayton as well as the company’s 
180-plus offices in North America.

Piazza will need to draw on all of his 
training to pull Emery out of its current rut. 
While parent company CNF reported record 
quarterly results in the three months ending 
Sept. 30, Emery’s earnings were down.

Emery’s revenue fell 7.3 percent in the 
third quarter compared to the previous year, 
while operating income was down more 
than 40 percent. However, those results are 
skewed somewhat by the huge surge in 
third-quarter business Emery saw during 
the UPS strike in 1997.

Still, the year-to-date picture disappointed 
analysts. In the first nine months of 1998, 
Emery’s revenue was down 1.4 percent at 
$1.6 billion and operating income dropped
33.2 percent to $51.3 million.

Piazza said he didn’t expect to see any 
major turnaround in the fourth quarter. “Cer-
tainly we are going to be down this year 
from last year,” he said. “What we are 
looking for is 1999.”

As production and trade growth continues 
to abate around the globe, all air freight 
companies will struggle to improve business 
in 1999. The key for Emery, he said, is 
tightening its operation and improving yields.

“Our strategy is to change more and 
more of our accounts to our guaranteed 
product and raise that yield up,” he said.

Piazza hopes to move at least 25 percent 
of Emery’s current business into the more- 
profitable guaranteed line of service.

“We think that will have a direct bearing 
on how our income is next year,” he said. 
“The ideal situation, the Utopia of it, is that 
you handle the same weight and receive a 
lot more money.”

That way Emery can “finally get to the 
yields that we have to have in this busi-
ness,” Pizza said.

Air freight yields firmed a bit in 1995 and 
1996, but resumed their downward trend in 
1997 and 1998. Carriers, forced to discount 
rates in order to fill capacity in a slow 
market, are driving down prices.

At the same time, BAX and Emery are 
forced by their customers to offer new and
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BAX to the wall
BAX Global shakes up management to improve profitability.

better services, which demand investment 
from an ever-shrinking capital pool.

He said the yield situation is approaching 
an unsustainable level, and that something 
will have to give. Shippers must accept pay-
ing higher prices as service levels improve.

“We are evaluating our 100 lowest ac-
counts on a regular basis,” he said. “That 
means going to them and if the rate struc-
ture isn't high enough, either raising rates 
or dumping them.”

He said air freight prices haven ’ t kept pace 
with service. He contends the main culprit 
responsible for falling yields has been the 
growth of integrated transportation services.

“The real thing that caused the yield 
problem,” Piazza said, “was the bundling 
of service under one price.”

He said when he first started in the air 
freight business, “you had pick-up costs, 
you had transportation costs and you had 
delivery costs. Now you have a door-to- 
door product. The difference is we are sell-
ing the door-to-door product at the same 
price we used to sell airport-to-airport.

“Everybody is basically saying the same 
thing, ‘We are just not getting paid for the 
services that we are performing.’ ” he said. 
"I have talked to all of our major clients and 
they know that price increases have to come 
about.”

TOLEDO, Ohio
While Emery Worldwide struggles, busi-

ness isn’t any better up in Toledo, Ohio — 
home to Emery’s main competitor, BAX 
Global.

Through the first nine months of 1998, 
BAX, a subsidiary of the Pittston Co., was 
running at a net loss of $23.8 million. That 
compares to net income of $19.2 million in 
1997. Like Emery, BAX operates planes 
domestically through the recently acquired 
Air Transport International airline, but acts 
solely as an air forwarder internationally.

BAX also recently hired a new chief ex-
ecutive officer. Robert Campbell, a former 
executive vice president at Ryder Systems, 
came on in lune to help turn the company 
around.

Campbell has implemented business im-
provement initiatives at BAX that are simi-
lar to Em ery’s. His top priorities are to 
improve service, widen profit margins and 
expand internationally. BAX has also in-
troduced guaranteed delivery services.

Campbell has made several changes to

top management. Dan Crowley was hired 
from Frito-Lay Corp. as chief financial 
officer, charged with leading the margin- 
improvement program.

Campbell tapped loe McClelland, a former 
supply chain consultant with KPMG, to be 
vice president of sales, marketing and supply 
chain management. Stephen Dixon, an ex-
ecutive at Ryder TRS, was hired as vice 
president of planning and development.

Esther Delurg, the new chief information 
officer, will try to clean up the mess BAX has 
created in the information technology de-
partment, which the company has struggled 
to modernize for the past two years. The 
problems have hampered the company’s in-
ternational expansion plans and drained re-
sources. BAX estimates that upgrading its 
IT systems will cost some $120 million in 
1998 and 1999 combined.

“I expect that Emery is going to have a 
tough go of it,” said Steve Lewins, a trans-
portation analyst with investment research 
firm Grunthal & Co. “But BAX is doing 
worse than Emery.” ■

Are your SED's from the Stone Age?
If you are still filing Shipper's Export Declarations (SEDs) on paper, you're missing out on a great opportunity 
with a new service called the A u tom a t e d  Exp o rt  Syst e m , or AES . A ES is a paperless, on-line export- 
reporting system that enables you to file required SED data with multiple Federal agencies simultaneously. 
And, no more lost SEDs!

AES: Cheaper, Easier, Faster
How does AES work? Simple. All you need is access to a computer. All data input and correction is done 
immediately on-screen. Among the many benefits you can expect from using AES are:

• Eliminates mountains of paper files.
• No more courier fees to deliver your SED's.
• Avoids shipping delays and assures export compliance.

Join the growing universe of exporting companies ready to do 21 st century business with 21 st century tools. 
Enroll in AES today. You'll be glad you did!

For more information about AES:
To find out more about AES or how to enroll in the program, write or E-mail the contact points noted below: 

W e b  s i t e  a d d r e s s :  h t t p : / / w w w . c u s t o m s . u s t r e a s . g o v / A E S  

T e l e p h o n e :  1 - 8 0 0 - 5 4 9 - 0 5 9 5
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EU to ban older, noisier airplanes
Rule will ban planes that have been modified with hushkits. 
Action is expected to raise rates fo r  shippers.

BRUSSELS
The Council of the European Union has 

said older aircraft that don’t meet the strict-
est international noise standards will be 
banned in EU states in April.

The ban will directly affect all-cargo air-
lines, which rely mainly on older, fully de-
preciated freighter aircraft to do business.

It could also lead to higher air freight rates 
for shippers, say some experts, as airlines 
pass reflecting costs on to their customers.

“If we look at the ban, in general terms 
and in environmental terms,” said Gunnar 
Emausson, an environmental specialist at 
the European Civil Aviation Conference in 
France, “the adoption of stricter standards 
will make the acquisition and operation of 
aircraft more expensive. That has a ripple 
down effect to the customer.”

It is difficult to quantify how severely 
airlines, and consequently shippers, will be 
affected by the EU’s decision.

Some say few airplanes in Europe are 
subject to the ban. Indeed, the large inte-
grated carriers based in Europe, such as DHL 
Worldwide and TNT Post, have already be-
gun to replace their older B727 freighters 
with Airbus A300-B4 freighters. A300s, aside 
from being larger than 727s, meet the strict-
est noise standards without modification.

Those carriers have little choice but to 
act quickly, as pressure for stricter limits on 
aviation noise has grown stronger around 
European airports.

Most airports in Europe have strict night-
time flying bans on the noisiest aircraft. 
That puts all-cargo carriers, which fly older 
planes and operate predominantly at night, 
in a tough spot.

An analysis completed for American 
Shipper by the BACK Associates Inc. avia-
tion research firm in New Haven, Conn., 
shows that, as of the end of October, at least
11.5 percent of the 148-plane European 
freighter fleet would be directly affected by 
the EU ruling. More than half of the 1,425 
freighters around the world could be sub-
ject to the ban, according to BACK.

New Chapter? The rule affects aircraft 
that have been modified with “hushkits” to 
meet engine noise standards laid down by 
the International Civil Aviation Organiza-
tion, the United Nations-affiliated organi-
zation set up to promote fair and consistent 
aviation regulation around the world.

“The adoption o f  stricter 
standards will make the 

acquisition and operation  
o f  aircraft more expensive 

That has a ripple down 
effect to the custom er•”

G unnar Em ausson
European Civil 
Aviation Conference

The hushkits, which are designed to quiet 
jet engines, have been installed to lengthen 
the life of older so-called Chapter 2 or Stage 
2 aircraft. Jets built today are designed to 
meet quieter Chapter 3 standards, which 
were established by ICAO in 1993.

The new EU ruling would prevent mem-
ber states from adding to their national 
registers planes that have been modified in 
any way to reduce noise beginning on April
1. A “non-operation” rule would take effect 
in April 2002, banning any aircraft from 
flying in EU states unless it was in opera-
tion before April 1999.

Chapter 2 airplanes, with few exceptions, 
will be banned from flying around the globe 
on Jan. 1, 2002. U.S. airlines face a tighter 
deadline. Chapter 2 planes will be banned in 
the United States at the end of 1999.

Led by the International Air Transport

Association, carriers have argued strongly 
against the EU rule, saying that goes be-
yond the standards agreed to under ICAO. 
The airlines say international standards were 
set up to ensure that all airlines compete 
fairly under worldwide regulations.

The EU proposal specifically goes against 
an ICAO resolution, “which states that op-
erating restrictions should not be imposed 
on Chapter 3 aircraft,” IATA argued at the 
triennial ICAO general assembly in Octo-
ber. “Since ECAC and EU states voted in 
favor of this resolution, they should abide 
by its provisions in good faith.”

“Any move that would cause aircraft, 
which were originally scheduled to be 
phased out by 2002, to retire early is some-
thing that we have opposed,” said Tim 
Goodyear, an IATA spokesman in Geneva. 
“We look for worldwide agreement on rules 
that affect our industry because of the 
industry’s very international nature.”

The BACK Associates report shows that 
hushkitted aircraft accounted for 33 percent 
of the European freighter fleet at the end of 
October.

Non-hushkitted Stage 2 freighters num-
bered 17 planes, or 11.5 percent of the total. 
Those 17 fre igh ters w ill have to be 
hushkitted and registered by April to be 
able to fly in Europe past April 2002.

The world fleet is even more dependent 
on hushkits and Stage 2 freighters, accord-
ing to BACK. Chapter 2 planes make up
30.3 percent of the world freighter fleet, 
while hushkitted planes accounted for 27.4 
percent.

Of that 57.7 percent, those freighters not 
hushkitted and added to EU registers by 
April 1999 will be banned in 2002.

“For certain carriers it will have a large 
impact on them because of the compilation 
of their fleet particularly the all-cargo car-
riers,” Goodyear said.

EU waiting for ICAO emissions standards
BRUSSELS

In addition to noise regulation, the 
Council of the European Union also has 
considered adopting a “non-addition” 
rule on aircraft that fail to meet stan-
dards for gaseous emissions, specifi-
cally nitrous oxides.

The EU Transport Council decided in 
June not to proceed with a proposal on 
nitrous oxides, which are believed to 
contribute to global warming, until the 
International Civil Aviation Organiza-
tion comes out with its standards some-
time in 1999.

Airline representatives say they will 
support the ICAO guidelines. However, 
they are concerned that some EU states 
will find ICAO’s nitrous-oxide standards 
to lenient and argue for tougher limits.

“The Council is hoping to be able to 
align themselves with ICAO proposals,” 
said Gunnar Emausson, technical director 
of environmental affairs at the European 
Civil Aviation Conference. “A decision 
on setting limits on nitrous oxide emis-
sions by the ICAO Council is expected in 
the first quarter of 1999. Then the EU will 
look at the proposal in front of them.” ■
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Kitty Hawk eases its throttle forward
All-cargo airline learned from  its Kalitta acquisition, 
and is determined to grow at a measured pace.

DALLAS
Tom Christopher, chairman and chief 

executive officer of Kitty Hawk Co., confi-
dently told a meeting of investors in 1997 
that he never had a losing quarter in 20 
years, and didn’t plan on ever having one.

But that was before Dallas-based Kitty 
Hawk, a small but growing all-cargo airline 
and logistics company, joined with finan-
cially troubled Kalitta Cos. in a $51-million 
merger. Kitty Hawk reported a net loss of 
$ 1.7 million in the first three months of 1998.

Now, Christopher says Kitty Hawk is 
ready to grow again, albeit at a more con-
trolled pace.

That newfound conservatism showed up 
in September when Christopher canceled 
the proposed acquisition of now-defunct 
Southern Air Transport.

“We already bought a fixer-upper,” Chris-
topher said at recent industry meeting. "We 
were offered Southern Air for free, but we 
wouldn’t even take it for that.”

Kitty Hawk has been forced to pull back 
from some of its international expansion 
plans, as well.

"W e're looking at Asia with a jaundiced 
eye,” Christopher said. “We are pulling 
some of our assets out of there and bringing 
them back to the domestic market.” 

Heather Fidele, Kitty Hawk’s head of 
investor relations, said Kitty Hawk’s focus 
in 1999 will be on resolving the Kalitta 
problems and growing through individual 
aircraft acquisitions.

“Any company acquisition will not hap-
pen anytime soon,” she said. "We need to 
swallow this whole Kalitta thing before we 
look at something else.”

Kitty Hawk, a collection of companies 
that provides scheduled airline freight ser-
vice, charter airline service, logistics ser-
vices for General Motors, and aircraft 
maintenance, has run up against most of its 
difficulties in Kalitta’s American Interna-
tional Airways subsidiary.

Fidele pinned most of the blame on out-
dated information technology and mainte-
nance problems at AIA. “It all hinges on 
communications and information,” she said. 
“We found that the systems were not in 
place to provide the information that we 
needed on a daily, even weekly, basis.” 

Fidele said that on the top line, A IA ’s 
business is in good shape. The company is 
expanding its revenue base, but “the main

“We already bought 
a fixer-upper. We were 
offered Southern A ir  

fo r  free , but we wouldn’t 
even take it fo r  th a t”

T om  C h ris top he r
chairman, CEO,
Kitty Hawk Co.

problem is cost,” she said. “Really it was 
engine maintenance.

“There had been a lot of maintenance done 
just to get by,” Fidele said. “We look to the 
long term here. Kalitta Cos. was doing a lot of 
maintenance because of financial problems 
just to get through the short term.”

Kitty Hawk has made several manage-
ment changes at AIA, naming Charlie 
Carson president and Clark Stevens vice 
president of technical services. Stephen 
Murray, head of A IA ’s American Interna-
tional Freight division, which provides 
scheduled freight service to U.S. forward-
ers, said “the worst of everything is behind 
and real positive changes have taken place. ” 

Christopher is also moving AIA ’s ac-
counting department to Kitty Hawk head-
quarters in Dallas, and that accounting 
software is being installed company-wide.

“We are working on weeding out lines of 
business and assets that are producing mar-
ginal rates of return,” he said.

Kitty Hawk plans to focus its future fleet 
growth on B727s and B747s.

A two aircraft-type fleet will greatly re-
duce costs associated with maintenance and 
pilot training. But it will also move Kitty 
Hawk further into a B747 lease market 
dominated by Colorado-based Atlas Air.

SEATTLE
Airborne Express and the Teamsters 

union have agreed on a five-year contract 
covering nearly 3,500 workers in 21 U.S. 
locations.

The Seattle-based delivery service said 
the contract provides a wage freeze in the 
first year but offers a $750 bonus to eligible

Kitty Hawk built its business mostly on 
the B727. With more B747s coming into 
service Kitty Hawk probably will have to 
compete with Atlas for business.

Both airlines are in the so-called “ACMI” 
or “wet-lease” air cargo market. When an 
airline wet-leases an airplane it contracts 
the lessor, such as Atlas, to provide aircraft, 
crew, maintenance and insurance —  or 
ACMI. The airline is responsible for fuel 
and selling the airplane capacity.

Kitty Hawk and Atlas already share com-
mon customers in Fine Air and Aerofloral. 
“Lately, we have had some encounters 
where we have been going after the same 
business as Atlas,” Fidele said.

To get to a fleet mix of 727s and 747s 
Kitty Hawk is phasing out its L -1011 s, DC- 
9s and DC-8s. It will retire eight DC-8-50s 
by the end of this year and replace them 
with nine leased 727s.

The company has 11 more DC-8-60s, 
five DC-9s, and eight L -101 Is, in addition 
to nine B747s and 34 B727s.

After showing improvement in the second 
quarter of 1998, Kitty Hawk’s third quarter 
earnings came in below analysts’ estimates, 
leading Standard & Poor’s to place on nega-
tive watch the $38 million in common stock 
and $340 million in debt Kitty Hawk issued 
to fund the Kalitta purchase.

Kitty Hawk earned $2.5 million in the 
third quarter 1998, slightly more than half the 
pro-forma net income of $4.9 million re-
ported in 1997. For the first nine months of 
the year, net income was $5.2 million, down
13.3 percent from the previous period.

Fidele said the problems at AIA led to the 
poor results, worsened by the fact that just 
one of three 747-200s Kitty Hawk expected 
to have in service was flying revenue flights.

One of two outstanding 747s, being con-
verted to full freighter configuration at 
Boeing’s Wichita, Kan. modification cen-
ter, made it into service in October through 
a three-year lease contract with Chilean all-
cargo airline Fast Air.

The other was leased into operation in 
November on a two-year contract with North 
Atlantic Airways, flying between Europe 
and South Africa. That plane will generate 
some $1.5 million in monthly revenue, Kitty 
Hawk said. ■

employees. Wages will increase 35 cents an 
hour in each of the last four years of the 
agreement.

The company agreed to offer at least half 
of its current part-time workforce full-time 
work by April 1, with the remaining 50 
percent to be offered full-time positions by 
April 1.2000. H

Airborne, Teamsters agree on contract
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KLM, Alitalia begin cooperation
Dutch, Italian airlines to compete fo r  cargo, 
passengers with Star, oneworld alliances.

AMSTERDAM
KLM Royal Dutch Airlines and Italy’s 

national flag carrier, Alitalia, have formed 
a cargo and passenger alliance that will help 
the two carriers and their partners compete 
against the Star and oneworld alliances.

The KLM/Alitalia tie-up does not in-
volve any exchange of capital, but does call 
for the complete integration of passenger 
and cargo operations run under a joint man-
agement team. It is being touted as the most 
intensive airline partnership yet, and is likely 
to lead to another global carrier alliance, 
anchored by KLM, Alitalia, Northwest and 
Continental.

In the early 1990s, aviation analysts pre-
dicted “there would be no more than 10 
airline alliances in the global market,” said 
Domenico Cempella, A litalia’s managing 
director and chief executive officer. “Well, 
the experts were right.

“It is thanks to this alliance that KLM and 
Alitalia will be able to make their voices 
heard, loud and clear, in the new phase of 
global confrontation.”

Cargo Combined. KLM and Alitalia 
have joined their freighter operations in the 
first phase of a planned two-phase cargo 
integration effort.

The two carriers began jointly serving 16 
destinations in Europe, the Pacific Rim, 
India, the Mideast and Latin America with 
their freighters in late October. Alitalia is 
flying three B747-200 freighters, and KLM 
is operating two 747-300 freighters.

The airlines will operate the joint freighter 
network out of KLM ’s hub at Schiphol 
Airport in Amsterdam and Alitalia’s hubs 
at Malpensa airport in Milan and Fiumicino 
airport in Rome.

From Amsterdam, the airlines are flying 
freighters to Dubai, Malaysia, Milan, Ja-
pan, Singapore, India, and Tel Aviv. From 
M ilan, they serve India, Hong Kong, 
Amsterdam, Japan, China, Brazil, Argen-
tina, and Bangladesh.

Open Skies. Joint services to the United 
States are pending the phase-in of an “open- 
skies” bilateral aviation agreement tenta-
tively approved by Italy and the U.S.

When an open-skies policy is actually 
established in Italy, KLM and Alitalia plan 
to begin offering North Atlantic freight

service, likely in unison with KLM partner 
Northwest.

In the interim, Alitalia will continue fly-
ing to New York, Chicago and Atlanta. 
KLM will fly to Chicago and New York.

In the second phase of integration, ex-
pected in m id-1999, KLM and Alitalia will 
join their entire freight operations, includ-
ing passenger belly cargo. A possible third 
phase could include the formation of a 
separate all-cargo carrier, KLM said.

“We are also looking  
fo r  a partner  

in Southeast A sia .”

Y ou sse f Edd in i
KLM Cargo

Leo van Wijk, KLM ’ s president and chief 
executive officer, expects the joint cargo 
venture to add $65 million in value to the 
two airlines through broader market reach 
and more efficient use of capacity.

Youssef Eddini, a spokesman for KLM 
Cargo, said the agreement with Alitalia 
Cargo will lead to greater cargo integration 
with other KLM partners.

“We will try to negotiate with all of the 
partners to see how we all can fit together 
like the Star Alliance and oneworld,” Eddini 
said. “We are also looking for a partner in 
Southeast Asia.”

WASHINGTON
New safety requirements that the U.S. 

Federal Aviation Administration has im-
posed on B747 operators could reduce the 
big planes’ cargo capacity on long-haul 
international flights.

The FAA ’s emergency directive, which 
applies to 246 planes, requires operators to 
stop using a fuel tank in the tail section to 
avoid a possible fire hazard.

The change will force airlines to adjust 
their procedures for longer flights by either 
stopping for fuel or cutting back on cargo 
capacity. The change will be felt most by 
operators flying to the Mideast and Asia.

Alitalia works with Malaysian Airline 
System in Southeast Asia. Both Alitalia and 
KLM have partnered with Nippon Cargo 
Airlines in Japan.

Do or Die? The alliance is important for 
both carriers.

KLM ’s earnings were down more than 
46 percent, at 572 million Dutch guilders 
($300 million), in the six months ending 
Sept. 30. Total revenue was up 2.6 percent, 
but operating income fell by more than 15 
percent.

KLM said it took a 50-million-guilder hit 
from the Northwest pilot strike last sum-
mer. The Asian financial crisis also se-
verely hurt KLM, as it has other carriers, by 
lowering travel demand and cargo traffic to 
Asia.

Cargo traffic at KLM fell 3 percent to 1.9 
billion revenue-ton-kilometers in the six 
months ending Sept. 30. Cargo load factor 
dropped to 66.1 percent from 71.1 percent 
a year earlier.

Alitalia is finally back in the black after 
years of loss. However, the carrier is strug-
gling through a privatization process that 
could hamper the alliance if not completed. 
KLM added an “out” to the agreement, 
giving KLM power to terminate the alli-
ance if Italian authorities fail to privatize 
Alitalia by June 30, 2000.

Alitalia reported a group profit before 
extraordinary items and income taxes of 
243 billion lire ($ 146 million) in the first six 
months of 1998, compared with a 40 billion 
lire profit in 1997. Net profit, before ex-
traordinary items, jumped from 24 billion 
lire to 199 billion lire.

Alitalia said in November that it expects 
a net profit of about 43 8 billion lire in 1998.

The carrier hopes to see some improve-
ments at its new hub at Malpensa airport 
early in 1999. The airline’s move from 
nearby Linate airport has been plagued by 
operational problems. ■

Separately, the FAA has ordered all-cargo 
airlines to repair fuselages on 160 converted 
B727-200 freighters flying in the U.S.

The FAA gave airlines 120 days to make 
repairs on some fuselage lap joints that are 
subject to corrosion near the main cargo 
door of converted B727 freighters. The 
FAA has estimated the repairs will cost 
airlines $78,360 per plane, costing the in-
dustry more than $12.5 million.

Federal Express, American International 
Airways, DHL Airways, Evergreen Inter-
national Airlines and Kitty Hawk Air Cargo 
are among the major airlines affected by the 
rule. ■

B747 rules could cut cargo payloads
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Air freight’s future: Express cargo, Asia
Boeing report predicts traffic will grow fa ster  
than capacity during next 20 years.

SEATTLE
Though the short term looks shaky, the 

long-term prospects for growth in the world 
air freight market are sound, according to 
Boeing’s biennial world air cargo forecast.

The report for 1998/1999 examines some 
of the key trends affecting air freight and 
offers its growth predictions by world mar-
ket for the next 20 years.

A key finding: the international express 
market is booming. That trend, propelled 
by shippers who are tied to speed-depen-
dent logistics strategies, has sent airlines, 
forwarders and integrated carriers racing to 
develop express services.

The integrated express carriers have so 
far dominated the market. DHL Worldwide 
had the biggest share in 1997, with 40 
percent. Federal Express had 21 percent, 
while the traditional forwarder/airline sec-
tor of the industry controlled 10 percent, 
according to Boeing.

The airlines and forwarders are waking 
up. United Airlines is the latest combina-
tion carrier to announce that it will offer 
international express services. Lufthansa 
led the way in April with its “td.” services, 
The Cargo 2000 interest group says it will 
introduce plans to provide worldwide ex-
press deliveries in 1999.

Boeing expects international express to 
grow from a 6 percent share of the world air 
freight market in 1997 to a 36 percent share 
in 2017 —  an average annual increase of 18 
percent.

Boeing expects the entire world air freight 
market to grow by an average of 6.4 percent 
in the next 20 years. The world market grew
10.5 percent in 1997, when airlines carried 
more than 120 billion revenue-ton-kilome- 
ters, Boeing said.

Freight yields, after firming up in the past 
four years, fell back to 1993 levels in 1997, 
resuming a 30-year slide. Yields are ex-
pected to stay depressed in the short term, 
as the air freight market softens due to 
slower global economic growth.

Boeing assumes that world gross domes-
tic product will grow at an average 2.9 
percent during the forecast period.

Despite financial turmoil in Asia, Boeing 
predicts intra-Asia will be the world’s fast-
est growing air freight market at 8.2 per-
cent. Europe to Asia and Australasia will be 
the next fastest at 7.3 percent, followed by 
North America to Asia (7.1 percent), North

American to Europe (7 percent) and North 
America to Latin America (6.4 percent).

North America to Asia will remain the 
world’s largest air freight trade lane, ac-
counting for close to 25 percent of the world 
market in 2017, up from 22 percent in 1997. 
North America’s share of the world air 
freight market is expected to drop from 
close to 18 percent to about 14 percent.

Europe to Asia’s share will increase to 
more than 20 percent from about 17 percent, 
while North America to Europe air freight 
trade will account for 18 percent of the world 
total in 2017, up from 17 percent in 1997.

Boeing expects air freight capacity to grow 
at 5.2 percent, a rate 1.2 percent slower than

In brief . . .

AIR FRANCE CARGO. Air France said 
its cargo operating revenue during the first 
half of its current fiscal year was down 11.5 
percent to 3.2 billion francs ($570 million), 
while cargo traffic for the April/September 
period dropped 12.4 percent. The carrier 
attributed the drop to a June strike by pilots; 
the Asian financial crisis, which the airline 
said affected cargo more than passenger 
traffic; and the transition to the new G1XL 
cargo terminal in Roissy, France.

WORLD AIRWAYS. Jim Douglas has 
been promoted to chief operating officer of 
World Airways, and Bill Lange has been 
named executive vice president o f corpo-
rate planning. Douglas joined World last 
year as chief financial officer after 26 years 
with Union Pacific Corp., where he was 
president of OverniteTransportation. Lange 
joined World last year as executive vice 
president, operations, after working with 
British Aerospace and Pan Am.

PRIORITY FRESH. Peter Wales has 
been appointed general manager and direc-
tor of PriorityFresh, a New Zealand joint 
venture of Emery Worldwide. Wales, who 
will be based in Auckland, New Zealand, 
previously worked with Lep International 
for 18 years, specializing in perishables 
products. Priority Fresh, a 50-50 joint ven-
ture between Emery and GV International 
Ltd., provides freight services for perish-
ables cargo from New Zealand to Asia, 
Europe and the U.S.

traffic growth in the next 20 years.
Capacity grew about 3 percent faster than 

traffic in 1996 and 1997, which led to in-
creased pressure on prices and yields. 
Boeing’s long-term prediction of slower ca-
pacity growth hints at firmer yields in the 
future.

Also because of slower capacity growth. 
Boeing says all-cargo planes will be called 
upon to carry more freight in the next 20 
years. Freighters’ share of world cargo ca-
pacity is expected to increase from 36 per-
cent to 42 percent in 2017.

Boeing expects the world freighter fleet 
to increase by 1,272 planes to 2,706 in the 
next 20 years. Large and medium-wide- 
body freighters will increase their share of 
the world freighter fleet from 27 percent to 
54 percent.

The market for new freighters will re-
main soft, though. Boeing predicts that two- 
thirds of the all-cargo aircraft added to the 
world fleet in the next 20 years will be 
converted passenger planes. ■

AIRLINE SEC UR ITY . The Federal 
Aviation Administration has proposed that 
non-U.S. airlines serving the U.S. be re-
quired to meet the same security standards 
required of U.S. airlines. The FA A said it will 
use Annex 17 to the Convention on Interna-
tional Civil Aviation as a baseline for the new 
rule. All foreign air carriers flying into and 
out of the U.S. already are required to meet or 
exceed Annex 17 standards.

BRITISH AIRWAYS CARGO. British 
Airways World Cargo’s revenues fall 6 
percent to £279 million during the six 
months ending Sept. 30, despite increased 
volumes. Volumes of freight, courier and 
mail traffic rose 6.8 percent to 423,000 
tons, though yields fell because of a down-
turn in world trade.

VARIG LOSS. Brazilian airline Varig 
S. A. reported a net loss of 92.17 million real 
($77.1 million) for the first nine months of 
1998, compared to a profit of 3.46 million 
real a year earlier. Varig’s revenue rose 7.1 
percent to 2.7 billion real ($2.26 billion).

WORLD AIRWAYS CFO. Gilberto M. 
Duarte Jr. has been promoted to chief finan-
cial officer of World Airways Inc. Duarte 
has been vice president and controller since 
joining World Airways in 1998. He was 
executive vice president and general man-
ager of Inktel Corp. Previously, he was 
executive vice president of BWIA Univer-
sal Aviation Services and vice president, 
customer services and airport operations of 
Eastern Airlines.
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P&O Nedlloyd criticizes European rail
Harris says they’re too “slow moving,” unwilling to compete.

ROTTERDAM
P&O Nedlloyd Container Line’s chief 

executive says rail-based intermodal trans-
port in Europe is held back by lack of 
political will and by resistance to change by 
European railways.

Tim Harris, CEO of P&O Nedlloyd, told 
the Intermodal 98 conference in Rotterdam 
that Germany’s Deutsche Bahn, the largest 
European railway, is consolidating its “com-
manding position" in the European market 
by making alliances.

“Deutsche Bahn’s actions have a consid-
erable influence on the European transport 
scene,” Harris said.

DB Cargo, the freight transport arm of 
Deutsche Bahn, is merging with the Dutch 
NS Cargo to form Rail Cargo Europe. Har-
ris pointed out, however, that the formation 
of Rail Cargo Europe may be subject to 
approval by the European Commission in 
Brussels.

In a related move, Transfracht, a subsid-
iary of Deutsche Bahn, last year took over 
NDX, the u n su ccessfu l E uropean  
intermodal joint venture of CSX Corp., 
Deutsche Bahn and NS Cargo.

“Transfracht has absorbed NDX —  the 
only continental railway in which there was 
any U.S. influence,” Harris said, referring 
to CSX’s participation..

“DB Cargo is busy setting up joint ven-
tures and the like with a whole range of 
railways in the East European countries, 
including Slovenia,” he added.

Harris criticized Deutsche Bahn’s policy 
of increasing access charges paid by 
intermodal companies. DB Netz, the rail 
infrastructure arm of Deutsche Bahn. is 
reportedly planning to raise charges by 20 
percent in 1999.

P&O Nedlloyd, Sea-Land and Maersk 
operate an intermodal joint venture, Euro-
pean Rail Shuttle, which buys rail capacity 
from established national railways.

Commenting on the trend of European 
railways toward alliances and groupings, 
Harris said: “The railways involved are 
seeking to expand their sphere of influence, 
but one wonders where the element of com-
petition will appear.”

Besides Deutsche Bahn and NS, rail-
ways in Scandinavia, France and Belgium 
are moving toward alliances that involve 
existing, established railway companies 
rather than new operators (October Ameri-
can Shipper, page 44).

Harris stressed the difference between

the liberalized rail market in the U.K. and 
that of continental Europe.

He welcomed the growth targets an-
nounced by the newly privatized British 
rail operators —  Freightliner and English 
Welsh and Scottish Railways.

Freightliner, the formerly state-controlled 
intermodal company now owned by its 
management, plans to increase its traffic by 
50 percent in five years. EWS Railways, the 
other main rail freight operator in the U.K., 
was sold to Wisconsin Central and aims to 
treble its traffic in 10 years.

“These are the goals of the privatized 
freight companies and promising progress 
is being made,” Harris said. “The pattern is 
following that which occurred when U.S. 
railways were deregulated.”

ROTTERDAM
Transfracht International, the big Ger-

man intermodal operator, has been hit by a 
decline in traffic levels and the termination 
of several intermodal routes.

The setbacks follow a deterioration in 
the European market and what appears to 
be disappointing results from a new acqui-
sition.

Transfracht, owned by the German na-
tional railway Deutsche Bahn, said its take-
over in September of NDX, the former joint 
venture of CSX Corp., NS Cargo and 
Deutsche Bahn, did not bring the expected 
traffic volumes.

Transfracht ended NDX’s Rotterdam/ 
Barcelona route in October because it was 
not p ro fitab le . A nother NDX route, 
Rotterdam/Antwerp, will be discontinued 
in January, following expiration of the 
company’s contract with Sea-Land, the 
route’s principal customer.

The only former NDX route to continue 
under the ownership of Transfracht is the 
Rotterdam/Munich intermodal link.

Transfracht, one of E u rope’s main 
intermodal operators, said eastern Europe’s 
economic problems contributed to a de-
cline in eastern European intermodal traf-
fic.

On the routes to Poland, the Czech Re-
public, Russia and Commonwealth of Inde-
pendent States countries, Transfracht traffic 
levels have fallen to one-third of last year’s

However, the majority of European rail-
ways “are moving far too slowly,” given the 
size of Europe’s intermodal problem and 
the urgency to switch traffic from road to 
rail, Harris said.

“There are signs that the large monopo-
lies could get larger,” he said. "The mes-
sage here is to push for rail liberalization, 
but the process must be tempered with 
adequate safeguards to prevent abuse of a 
dominant position.”

A recent report by the British consultants 
MDS Transmodal showed that the share of 
maritime container movements carried by 
rail declined slightly between 1992 and 
1996, to 18 percent.

The European Commission proposed that 
5 percent of rail freight traffic in each Euro-
pean country be moved by new market 
entrants, a ratio that should be increased to 
15 percent after five years and 25 percent 
after 10 years.

“This seems a sensible objective, but 
how will it be achieved?” Harris asked. ■

levels.
Transfracht and other joint-venture part-

ners, inc lud ing  the Sw iss o p era to r 
Intercontainer-Interfrigo, planned to termi-
nate a service German ports and Austria at 
the end of December.

But Transfracht will continue to operate 
on this route under a new cooperation with 
Austrian operator Combi Sales and Roland 
Spedition, said Manfred Riess, managing 
director of the German company.

Transfracht said that its Albatros Ex-
press intermodal services linking Hamburg, 
Bremerhaven and the German hinterland, 
developed well during 1998.

Transfracht handled about 700,000 TEUs 
in 1998, roughly the same as the 702,000 
TEUs carried in 1997. The German com-
pany had predicted earlier in the year that its 
expansion and the takeover of NDX would 
boost its annual 1998 traffic to 800,000 
TEUs.

A Transfracht spokesman blamed “the 
political and economic problems in Russia, 
which also affect foreign trade with other 
CIS nations, and changes in port rotations 
for East Asian container lines.”

Transfracht is the first major European 
intermodal operator to report a decline in its 
annual traffic in 1998.

The German operator said that it will 
keep its prices unchanged in 1998 despite 
the recently announced plan of Deutsche 
Bahn to raise track charges in 1999. ■

Transfracht suffers a rough year
D idn’t get expected boost from  N D X routes.
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Ex-Canadian National executive joins KCS
KANSAS CITY, Mo.

Gerald Davies, former executive vice 
president of marketing at Canadian Na-
tional Railway, has been named executive 
vice president and chief operating officer of 
Kansas City Southern.

Davies has 28 years in transportation,

and before joining CN worked at Burlington 
Northern and CSX Transportation.

KCS also named Bill Lyman senior vice 
president, operations. Lyman has been a 
consultant for the last five years. Before 
that he was chief transportation officer of 
Santa Fe Railway. ■

Intercontainer-lnterfrigo to decentralize
BASEL, Switzerland

The board of Intercontainer-lnterfrigo, 
Europe’s largest intermodal operator, has 
voted to decentralize the company’s com-
mercial operations.

Intercontainer-lnterfrigo, based in Basel, 
Switzerland, will become a holding com-
pany and the business and trading activi-
ties for its routes will be transferred to

separate operating companies.
Shareholders o f these operating compa-

nies will be the national railways which 
provide traffic for Intercontainer-1 nterfrigo.

The company’s shareholders now are na-
tional railw ays in Europe, w hich let 
Intercontainer-lnterfrigo handle commercial 
and operational activities for their cross- 
border intermodal traffic. ■

In brief . . .

CP/FASTFRATE ALLIANCE. Canadian 
Pacific has entered an agreement with Con-
solidated Fastfrate Inc., Canada's largest pri-
vately owned freight forwarder, to move 
less-than-truckload shipments overCP’s sys-

tem. The five-year deal, woith $200 million 
for CP, involves the movement of LTL traf-
fic across CP's transcontinental routes. As 
part of the agreement, Calgary-based Fastfrate 
is purchasing and building cross-dock facili-
ties to provide direct container loading and 
unloading between truck and train.

R O A D W A Y  M E X IC O . U .S .-based  
Roadway Express has contracted with two 
Mexican truck suppliers to expand its fleet 
in to  M exico. The com panies — 
Autotransportes Especializados GM Ex-
press in Nuevo Laredo and Guadalajara- 
based Servicios Corporativos de Transporte 
—  will supply two dozen new tractors for 
Roadway. The company started less-than- 
truckload service to Mexico in 1989.

DONOHUE JOINS UP BOARD. Tho-
mas J. Donohue, who was president and 
chief executive of the American Trucking 
Associations for 13 years, has been elected 
to the board of Union Pacific Corp. 
Donohue, who left the AT A in September 
1997, is president and CEO of the U.S. 
Chamber of Commerce. He was group vice 
president of the chamber for eight years 
before joining the ATA.

NS SUPPORTS CN/IC DEAL. Norfolk 
Southern has agreed to support the merger 
of Canadian National and Illinois Central 
railroads. The agreement clears another ob-
stacle to approval of the CN/IC merger by 
the U.S. Surface Transportation Board. 
Burlington Northern Santa Fe and CSX 
already have agreed to support the merger 
after negotiating concessions.

The National Industrial Transportation League

U n derst a n di ng t he

Ocean Shipping Reform Act of 1998
A comprehensive seminar for transportation professionals who want to 

successfully operate in the “new world” of ocean liner shipping

Day-long, e d u c a tio n a l s e m in a rs  w ill g iv e  you  th e  to o ls  n e c e s s a ry  
to  s u c c e e d  in th e  n e w  o c e a n  s h ip p in g  e n v iro n m e n t.  In fo rm a tiv e  
ins truc tion  fro m  m a ritim e  p ro fe s s io n a ls  a n d  th e  L e a g u e ’s la w  firm ,
D o ne lan , C le a ry , W o o d  &  M a s e r, P .C .

Seminars will provide:
•  E x p la n a tio n s  a n d  a n a ly s is  o f th e  A c t ’s k e y  fe a tu re s
•  F u tu re  tre n d s  in in te rn a tio n a l o c e a n  s h ip p in g
•  D is c u s s io n  o f th e  n e w  F e d e ra l M a r it im e  C o m m is s io n ’s 

im p le m e n ta tio n  ru les
•  N e w  a p p ro a c h e s  to  h o w  c a r r ie rs  a n d  s h ip p e rs  m a y  

c o n d u c t b u s in e s s
•  A  c o m p le te  s e t o f re fe re n c e  m a te r ia ls  w ith  u p d a te s

For registration and information contact: T h e  N a tio n a l In d u s tr ia l T ra n s p o r ta t io n  L e a g u e , 1 7 0 0  N o rth  M o o re  
S tree t, S u ite  19 00 , A r lin g to n , V A  2 2 2 0 9 ; T e l. (7 0 3 ) 5 2 4 -5 0 1 1 ; F a x . (7 0 3 ) 5 2 4 -5 0 1 7 ; W e b  s ite  w w w .n it l.o rg

Washington, DC, January 14-15,1999

London, England, February 10-11,1999
Los Angeles, CA, February 21-22,1999
Dallas, TX, February 23-24,1999
Chicago, IL, March 11-12,1999
Fees: $ 4 9 5  fo r  N IT L  m e m b e rs  a n d  
a s s o c ia te s ;$ 6 9 5  fo r  a ll o th e rs .

AMERICAN SHIPPER: JANUARY 1999 73

http://www.nitl.org


PORTS

Maersk, Sea-Land pare list to three
Lines say that although they wanted a single terminal, 
they may divide the business among ports.

N E W  Y O R K

Maersk and Sea-Land say three ports —  
New York/New Jersey, Baltimore and 
Halifax— remain in the running to become 
the carriers’ North Atlantic hub.

The port beauty contest began last May 
when the carriers solicited bids from seven 
Atlantic ports, which also included Boston, 
Norfolk, Philadelphia and Quonset Point, 
R.I.

The carriers said they wanted to concen-
trate their shared vessels at a terminal with 
capacity to handle about 750,000 TEUs a 
year, storage capacity for 12,000 containers, 
up to 50 feet of water depth, 6,000 contiguous 
feet of berth, as many as 16 post-Panamax 
cranes, and on-dock or near-dock rail.

No single East Coast port can meet those 
requirements, and Maersk and Sea-Land 
say it’s possible they’ll wind up dividing 
their business among ports. A decision is 
expected by late February or early March.

“It’s possible now that we will spread our 
needs among all three ports,” said Sea-Land 
spokesman Clint Eisenhauer. “That wasn’t 
something that was in our original plan.”

Another deciding factor for the finalist 
ports is how they will fit into realigned ves-
sel-sharing agreements being discussed by 
Maersk, Sea-Land and other transatlantic 
carriers.

More meetings will be held between 
Maersk, Sea-Land and the three ports dur-
ing the next two months.

The carriers’ request for proposals was 
carried out amid unusual publicity. Both 
lines’ leases at New York/New Jersey are 
nearing expiration, and the lines have been 
seeking a better deal than the bistate port 
authority is willing to provide.

The carriers have warned that they’re pre-
pared to go elsewhere unless the port’s chan-
nels can be dredged to accommodate the new 
generation of huge ships. Maersk under-
scored the dredging problems last summer 
by sending one of its new 6,000-TEU ships, 
the Regina Maersk, on a highly publicized 
series of calls at several East Coast ports.

The way the port selection process has 
been carried out raised speculation that 
Maersk and Sea-Land were trying to pres-
sure the Port of New York/New Jersey to 
get a better deal on their next lease.

But Maersk and Sea-Land say they’re 
just trying to get the most efficient terminal 
possible. And they aren’t alone among car-

Pluses, Minuses
New York/New Jersey

Pluses: Sea-Land and Maersk are there 
already. A consumer region of 30 mil-
lion.
Minuses: Higher rent. Uncertainty 
about when and whether channel can be 
deepened.

Baltimore
Pluses: Attractive lease rates. Largely 
empty Dundalk terminal could be con-
verted quickly for use. Channel, berths 
can be dredged to 50-foot depth. Good 
rail connections to Midwest. 
Minuses. Ships would have to sail 
eight hours up Chesapeake Bay. In-
land or feeder arrangements would be 
needed to NY/NJ.

Halifax
Pluses: Sixty-foot water depth, with-
out dredging. Closest port to Europe 
for inbound cargo. Maersk currently 
unloads its largest ships there before 
going on to New York. Good rail ac-
cess to Midwest.
Minuses: Limited local market. Off 
route for ships arriving from Suez Ca-
nal. Served by single rail line.

riers in seeking to concentrate their port 
calls in an effort to cut costs.

“W e’re in a difficult market right now,” 
said Philip V. Connors, executive vice presi-
dent for Maersk. “The bottom line is that we 
must find ways to reduce our unit costs.”

Each of the three finalist ports has advan-
tages and disadvantages, Maersk and Sea- 
Land said.

“Uncertain timing and funding” for dredg-
ing and building a larger Sea-Land/Maersk 
facility are critical factors against the New 
York/New Jersey proposal, Connors said.

The port hopes to dredge the channel lead-
ing to the Sea-Land and Maersk terminals 
from 40 feet to 45 feet starting in February or 
early March. Port officials are lobbying the 
federal government for $60 million to finish 
dredging the channel by 2004. It could take 
until 2008 to dredge the channel to 50 feet.

“The state governments haven’t been as 
supportive as o thers,” C onnors said.

“They’re looking to us to pay for dredging 
and new rail infrastructure and bridges. 
That’s not going to happen.”

In recent years, New York/New Jersey 
has lost nearly 10 percent o f its business to 
its northern rival, Halifax. The Nova Scotia 
port is attractive to the carriers for its 60- 
foot water depth, cheaper operating costs 
and faster turnaround of vessels.

The problem with Halifax for Sea-Land 
and Maersk is its small local market and 
single rail access operated by Canadian 
National. Halifax also is at a geographic 
disadvantage for handling cargoes in the 
north/south trades, Connors said.

The carriers gave the impression they 
were leaning toward Baltimore’s proposal.

“Baltimore has the lowest-cost proposal 
of the three finalists,” Connors said. That 
aspect may outweigh the burden of an eight- 
hour voyage up the Chesapeake Bay.

The Maryland Port Administration plans 
to offer the carriers its 570-acre Dundalk 
Marine Terminal, which, with improvements, 
could handle up to 750,000 TEUs a year. 
Baltimore officials say the terminal’s berths 
could be dredged to 50-foot depth within 18 
months, and that cranes could be added.

The ca rrie rs  are also  a ttrac ted  to 
B altimore ’ s dual railroad access to the Mid-
west by CSX and Norfolk Southern. The 
carriers say the New York/New Jersey cargo 
market can be served by rail or truck from 
Baltimore within eight to 12 hours.

Maersk called at Baltimore until two 
years ago before switching to Hampton 
Roads.

The failure of Hampton Roads to make 
the short list surprised some. In recent years 
the port has attracted business formerly 
handled by Baltimore.

Maersk and Sea-Land said Norfolk was 
eliminated because of cost, “lack of proper 
dual access to existing rail carriers,” and 
unwillingness to allow the lines to operate 
their own terminal.

Norfolk’s direct lines belong to Norfolk 
Southern and the Norfolk & Portsmouth 
Belt Line, which connects with CSX.

J. Robert Bray, executive director of the 
Virginia Port Authority, said the port oper-
ates its own terminals to generate revenue 
to support bond issues. “But we certainly 
give our tenants leeway to conduct their 
operations,” he said.

Boston declined to submit a bid because it 
lacked adequate space. Philadelphia was re-
jected largely because it couldn’t guarantee 
that the lines could run their own terminal.

The lines said Quonset Point, which is 
not operational yet, faced too many envi-
ronmental and cost issues. The port needed 
extensive dredging and construction to build 
a large container terminal. ■
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ILWU strike appears less likely
Tough negotiations ahead, but labor/management relations 
improve with dropping o f  Neptune Jade lawsuits.

SAN F R A N C IS C O

After months of fretting about the possi-
bility of a U.S. West Coast dock strike next 
summer, shippers are beginning to breathe 
easier.

There’s no guarantee that a strike won’t 
occur when the International Longshore 
and Warehouse Union’s contract expires 
July 1. But chances of a walkout appear to 
have diminished.

Relations between the union and the Pa-
cific Maritime Association have improved 
since the two sides agreed to drop lawsuits 
that had strained ILWU/PMA relations 
throughout 1998.

The lawsuits arose from the ILW U’s 
refusal at Oakland in September 1997 to 
work the ship Neptune Jade, which picket- 
ers said had been loaded by nonunion labor 
in England. The Pacific Maritime Associa-
tion sued several ILWU members, who 
then filed counter suits.

The PMA and the ILWU said the suits 
were dropped to show good faith as the 
sides prepare for next year’s contract nego-
tiations.

“This is gesture of conciliation that will 
go a long way towards making the upcom-
ing negotiations fru itfu l,” said Brian 
McWilliams, president of the ILWU.

Joseph Miniace, president and chief ex-
ecutive of the PMA, said ending of the 
litigation was “a positive step” toward union/ 
management cooperation.

In another show of cooperation, the PMA 
and ILWU established a joint committee to 
study technology in other ports.

“The goal of this committee is to see 
what other ports are doing and how we can 
improve our ports by exploring available 
technology,” said Phil Resch, senior vice 
president of PMA operations.

Tough Negotiations. Though labor and 
management have buried the Neptune Jade 
hatchet and are talking more positively, the 
1999 contract negotiations still promise to 
be difficult.

As usual, the negotiations will center on 
pay and fringe benefits. Underlying the 
discussions, however, is a more basic issue 
— who runs the waterfront.

Management has made no secret of its 
determination to put an end to frequent 
ILWU work stoppages, which play havoc 
with schedules and costs. The PMA says

that during the last two years, the union has 
engaged in more than 150 work stoppages.

After years of sometimes looking the 
other way, the PMA has made it a policy to 
take the union to arbitration for contract 
violations, and of following up with law-
suits to enforce arbitrators’ decisions.

In the coming negotiations, management 
will seek contract provisions that make 
dockworkers and their union accountable 
for the costs of illegal walkouts.

Within months, the side 
deals crept back. A s a 

result, PM A m em bers are 
paying higher base pay  

plus “skill” bonuses plus 
the side-deal prem ium s. 
Some crane operators 

get fu ll-tim e pay  
fo r  part-tim e work.

In September, the PMA took the extraor-
dinary step of going to court in an effort to 
replace the current union/management ar-
bitration system with a special master who 
would have authority to rule immediately 
on waterfront disputes.

In addition to the disputes over work 
stoppages, the ILWU has bitterly criticized 
a management suggestion that dispatching 
of longshoremen be handled electronically 
instead of through union-run hiring halls.

Pay, Benefits. The ILWU is expected 
to present its contract proposals after cau-
cuses in March. McWilliams, however, al-
ready has signaled the union ’ s top objectives.

In the union’s newspaper, he said ILWU 
members have identified priorities as in-
cluding benefits, pension improvements for 
active and retired longshoremen, health and 
safety improvements and expansion of 
ILWU jurisdiction.

Pay was not mentioned, but the ILWU 
also is certain to seek wage increases.

Management, meanwhile, says that un-
der the current three-year contract, labor

costs have risen faster than productivity.
Though the ILWU disputes the PMA's 

statistics on productivity, there is no ques-
tion that employers' labor costs have risen 
sharply under the current contract.

The PMA says West Coast longshore-
men who worked at least 2,000 hours in 
1997 earned an average of $96,865. The 
ILWU calls those statistics misleading, be-
cause they don’t include casual or less- 
senior ILWU members who worked less 
than 2,000 hours.

In the last negotiations, the PMA granted 
substantial raises in base pay for all workers 
and bonuses for skilled jobs such as crane 
operator.

At the same time, management agreed to 
an ILWU request for an end to side deals 
under which management granted off-the- 
contract premiums to the best crane opera-
tors. The end to the side deals was requested 
by the ILWU, which felt the premium pay-
ments undermined members’ loyalty to the 
union.

The end of the side deals was unpopular 
among crane operators, who protested with 
slowdowns. Within months, the side deals 
crept back. As a result, PMA members are 
paying higher base pay plus “skill” bonuses 
plus the side-deal premiums. Some crane 
operators get full-time pay for part-time 
work.

ILWU Unity. At about the time the Nep-
tune Jade suits were dropped, the ILWU took 
steps to settle intra-union friction that threat-
ened to complicate the 1999 negotiations.

The ILW U’s big Southern California lo-
cals frequently have been at odds with ILWU 
headquarters in San Francisco.

In an effort to bridge those, McWilliams 
has named James Spinosa, an ILWU vice 
president from Southern California, to head 
the union’s Coast Committee.

The Coast Committee oversees day-to- 
day activities of the ILW U’s longshore 
division, and its chairman usually leads the 
union in contract negotiations with the PMA.

The action by McWilliams was signifi-
cant, because Spinosa heads an ILWU fac-
tion that has tried to unseat McWilliams 
and engineered a no-confidence vote on the 
ILWU president at a union delegates meet-
ing last year.

As part of the agreement that put Spinosa 
in charge of the Coast Committee, the dis-
sident faction rescinded its no-confidence 
vote and reaffirmed McWilliams as pres-
ident.

Though PMA officials have avoided com-
ment on the union’s internal politics, em-
ployers say the ILW U’s statement of unity 
should simplify the task of negotiating a 
new contract. ■
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Moran announces executive appointments
G R E E N W IC H , C o n n .

Moran Towing Corp. has announced sev-
eral executive appointments following the 
acquisition of Turecamo in October, and 
has reorganized along business lines in-
stead of the previous geographic lines.

Edmond J. Moran Jr. has been named 
senior vice president, responsible for port 
operation and ship docking on the U.S. East 
and Gulf coasts.

Gregory McGinty, a former Turecamo 
execuive,has been named senior vice presi-
dent of business development, construction

In brief . . .

PORT EVERGLADES LEASE. Sea-
board Marine has signed a 20-year lease at 
Port Everglades for a new 20-acre terminal. 
Seaboard, which recently signed a new 
lease for terminal space at Miami, operates 
between the U.S. ports of Miami, Port Ev-
erglades and Houston and the Caribbean 
and Latin America. The carrier’s lease at 
Port Everglades is for part of the port’s 
Southport terminal.

KAOHSIUNG TERM INAL. K orea’s 
Hanjin Shipping has opened a container 
te rm in al at the T aiw anese  port o f 
Kaohsiung. The terminal will be able to 
handle 430,000 TEUs a year. It covers
190,000 square meters, has a 320-meter- 
long dock and a 15-meter-deep berth. The 
terminal has three cranes that can handle

tfta a e rs  
k S J B w h v n

CUSTOM BROKERS, INC. & FREIGHT FORWARDERS

CORPORATE OFFICE 
2 Cumberland Street (29401-2602)

P.O. Box 20160 Charleston.SC 29413-0160 
843/577-3630 Fax: 843/720-8911

and repair.
William P. Muller will remain president 

of the company’s Moran Services Corp. 
subsidiary and has been named senior vice 
president of Moran Towing Corp.

Peter J. Nistad, a former Turecamo ex-
ecutive, has been named senior vice presi-
dent, responsible for port operations and 
ship docking in U.S. Southeastern and Gulf 
ports.

Edward J. Tergurtha. John Armstrong 
and Peter Keyes have been named vice 
presidents of Moran Towing Corp. ■

ships too wide to fit through the Panama 
Canal. Hanjin said that the new terminal 
will be a gateway to East and South China 
and will handle traffic to and from Ningbo, 
Fuzhou and Xiamen.

LE HAVRE CONTAINERS. The port 
of Le Havre reported that vessels loaded or 
discharged anaverage of 333 TEUs per call 
during the first six months of the year, 
compared to 309 TEUs per call in the same 
period of 1995.

BA LTIM O RE AUTO TERM INAL.
American Port Services, parent o f the 
Hobelmann Port Services automobile-pro- 
cessing company, has opened a 53-acre 
terminal at the Port o f Baltimore. The At-
lantic Marine Terminal is designed for 
autom obiles and other roll-on/ro ll-off 
cargo. It has an 850-foot ship berth, 37 
railcar unloading spots, and facilities for 
preparation of vehicles and installation of 
accessories. The terminal is used primarily 
by Daimler-Chrysler, General Motors and 
Isuzu.

NY/NJ VOLUME. Containerized-cargo 
volume through the Port of New York and 
New Jersey rose 10.7 percent during the 
first half of this year. The port handled 
919,611 loaded TEUs of from January 
through June, compared with 830,858 a 
year earlier. The port said its share of the 
U.S. North Atlantic market increased to 
54.8  p ercen t from  53.8  p e rcen t. 
ExpressRail, the port authority’s on-dock 
rail container terminal in Elizabeth, N.J., 
handled nearly 74,000 containers during 
the six months, for an increase of 22 per-
cent.

SEATTLE VOLUME UP 10%. Con-
tainer volume through the Port of Seattle 
rose 10 percent, to 295,524 full TEUs, 
during the third quarter. Exports were down

1 percent from year-earlier figures, but 
imports jumped by 30 percent, to 174,535 
TEUs. For the first three quarters of the 
year, volume rose 3 percent, to 798,039 
TEUs. Inbound volumes through sept. 30 
were up 26 percent, to 434,391 TEUs, 
while exports were down 16 percent, to 
363,649 TEUs.

TACOMA ADDS CRANES. The Port 
of Tacoma has added four new container 
cranes at its new Hyundai Terminal. The 
cranes, which cost more than $6 million 
each, are expected to be operational by the 
end of January. The port now has 19 con-
tainer cranes. Port officials plan to begin 
operations at the new 60-acre Hyundai 
terminal in April, when the shipping line 
will begin making three vessel calls per 
week as part of its Pacific Northwest and 
Pacific Southwest services.

IPPPM PROGRAM. The 15th annual 
International Program for Port Planning 
and Management will be held May 24- 
June 4 in New Orleans. The two-week 
management training program is sponsored 
by the Port of New Orleans, World Trade 
Center of New Orleans, Louisiana State 
University’s National Ports and Water-
ways Institute, and the University of New 
Orleans. For inform ation, contact the 
IPPPM director at (504) 280-6519. fax 
(504) 280-6272 or e-mail ppsur@ uno.edu.

PIANC IN MEMPHIS. The U.S. Sec-
tion of the International Navigation Asso-
ciation will hold its annual meeting May 
12-14 in Memphis. For information, con-
tact Mary Jane Robertson at (703) 428- 
6286, fax (703) 42 8 -8 1 7 1 , e-m ail 
Thomas.M.Ballentine @ usace.army.mil.

A M STERD A M  C O N FE R E N C E . A
two-day conference on containerport and 
terminal performance within the intermodal 
chain will be held Feb. 3 and 4 at the 
Radisson Hotel, Amsterdam. For informa-
tion, contact Larissa Talpash, conference 
manager or Arabella Stickels, conference 
administrator at 044 (0) 171 779 8793 or 
fax 044 (0) 171 779 8603.

WILMINGTON, DEL. CARGO. The
port of Wilmington, Del., reported a slight 
increase in cargo volume to a record 4.573 
million tons during its most recent fiscal 
year, which ended June 30. Import steel 
tonnage rose 44 percent to 247,000 tons. 
Auto imports and exports grew by 48 per-
cent to 84,000 units. Total container vol-
um e reach ed  186,000 tw en ty -fo o t-  
equivalent units while container tonnage 
rose to a record 1.27 million tons.

JA C K S O N V IL L E 'S O L D EST  
J A C K S O N V IL L E 'S BEST 

F U L L SER V IC E 
F U L L SA T ISF A C T I O N

LOGAN
Diving, Inc.

Phone (904)731-0000  
904) 73r r z - s l  Fax (904) 731 -5493

P I E R  1 7
Nautical Charts & Publications

DMA-NOA-TOPOS-NTM-Textbooks 
Same day delivery to ships and agents in Jacksonville 

Same day shipment worldw ide

South's Largest Nautical Store 
4619 Roosevelt Blvd. Jacksonville, FL 32210

(904) 387-4669 • (800) 332-1072 
Fax (904) 389-1161

76 AMERICAN SHIPPER: JANUARY 1999

mailto:ppsur@uno.edu


Service Announcements
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‘K’ Line, COSCO, Yangming add Bremerhaven

“K” Line, China Ocean Shipping Co. and Yangming have 
substituted Bremerhaven for Hamburg as the German port of call 

of their Japan Express Asia/Europe service.
The revised European port rotation of the 

service is R otterdam , F elixstow e, 
Bremerhaven and Le Havre.

The Asia Express and China Direct ser-
vices also operated jointly by “K” Line, China Ocean Shipping Co. 
and Yangming in the Asia/Europe trade continue to call at Hamburg.

Sea-Land adds weekly Australia service

Sea-Land has added a weekly service to and from Australia, a 
market already served by its global alliance 
partner, Maersk.

The service will have a port rotation of 
Kaohsiung, Sydney, Melbourne, Brisbane, 
Yokohama, Osaka, Hakata, Busan. The new 

service will make connections with Sea-Land’s transpacific, intra- 
Asia and Asia/Mideast/Europe line-haul services.

FANAL enters Australia reefer trade

Owens Cooltainer has discontinued its U.S./Australia/New 
Zealand refrigerated-cargo service, and FANAL (Fesco Australia 
North America Line) has entered the market. Owens will continue 
to provide its own reefer services in the trans-Tasman trade, from 
New Zealand and Australia to Asia, and in the Pacific islands.

FANAL and Owens have been partners for 13 years. FANAL said 
its entry into the reefer trade between Australia/New Zealand and 
North America will help improve the line’s utilization of reefer 
equipment. FESCO Russian Pacific Line has operated its own reefer 
fleet for five years from North America to the Russian Far East.

COSCO, Yangming to share ships

China’s COSCO Container Lines and Yangming (UK) Ltd.
have signed a vessel-sharing agreement cov-
ering shipments between the U.S. East and 
Gulf coasts, Asia and the Mediterranean.

COSCO will provide 11 ships with capacity 
of about 2,780 to 3,300 TEUs. Yangming will 

provide one containership of about 3,000-TEUs capacity.

Yangming expands eastern Med service

Yangming Line has expanded its North America/Eastern Medi-
terranean service.

In addition to Haifa and Ashdod, the service adds calls at Limassol, 
Cyprus, Piraeus and Thessolaniki in Greece; Istanbul, Izmir and 
Mersin, in Turkey; and Alexandria, Port Said and Damietta in Egypt.

In North America, the service calls New York, Baltimore, Norfolk, 
Charleston, Miami, Houston, New Orleans and Halifax, Canada.

CMA-CGM adds third Asia/Europe link

CMA-CGM has launched a new weekly container service be-
tween Asia and the eastern Mediterranean.

The North China-Japan service calls direct at Kawasaki, Nagoya, 
Kobe and Hakata in Japan; Inchon in South Korea; Xingang, 
Dalian, Qingdao and Xiamen in China; Port Kelang in Malaysia; 
Malta; Mersin in Turkey and Alexandria in Egypt.

The service operates with nine containerships of 1,600 to 2,200- 
TEU capacity. As CMA-CGM’s third weekly service between 
Asia and Europe, the new operation complements the existing 
MEX link between Asia and the Mediterranean and the FAL loop 
between Asia, the Mideast and northern Europe.

CMA-CGM said that the new operation also represents the 
resumption of direct calls in Japanese ports by the company’s 
vessels.

Maersk, Sea-Land revise Suez Express

Maersk and Sea-Land have revised the itinerary of their joint Suez 
Express and TP-6 container services, following the addition of a call 

at the new container hub of Salalah, Oman.
Vessels of the Maersk/Sea-Land alliance 

now stop at Salalah eastbound and west-
bound between the East Coast of North 
America and Asia.

The revised itinerary of the TP-6 service is Jeddah, Salalah, Jebel 
Ali (Dubai), Port Kelang, Singapore, Yantian, Hong Kong, Long 
Beach, Tacoma, Yokohama, Shimizu, Kobe, Kaohsiung, Hong 
Kong, Singapore, Port Kelang, Colombo and Salalah.

CMA-CGM, Delmas, DAS add ship

French carriers CMA-CGM and Delmas and Deutsche Afrika 
Linien, of Germany, will add a sixth containership to their joint

P a c i f i c
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Farrell Lines
I NCORP ORAT E D®

A M E R I C A N  F L A G  C O M P A N Y

CONTAINERIZED • OVERSIZED • PROJECT CARGO 
ALL-WATER • INTERMODAL • DOOR-TO-DOOR TRANSPORT

At l a n t a  7 7 0  • 9 8 0  • 6 6 3 0  H o u s t o n  7 1 3  • 8 6 8  •  9 2 8 2
Ba l t im o r e  4 1 0 *  2 8 2  • 6 2 0 0  N e w  O r l e a n s  5 0 4 * 8 3 3  *0 0 6 1
Ch a r l e s t o n  8 4 3  * 8 8 1 * 9 2 6 0  N e w  Y o r k  2 12  * 4 4 0 * 4 2 0 5
Ch ic a g o  8 4 7  •  6 9 6  •  1 70 0  N o r f o l k  7 5 7  •  4 4 0  •  2 6 0 0
C l e v e l a n d  4 4 0 * 9 3 4 *  5 5 5 8  P h il a d e l p h ia  6 1 0 * 4 3 1 * 9 5 7 0
D e t r o it  2 4 8  •  5 5 3  •  3 3 3 5
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northern Europe/Indian Ocean/East Africa service.
The change will enable the carriers to raise the frequency to once 

every 10 days, instead of every 12 days.
The service will also provide direct calls at the port of Mombasa, 

Kenya, which was previously served by feeder

Med Shipping cuts Europe/S. America link

Mediterranean Shipping Co. has ended its direct non-conference 
service between northern Europe and the East Coast of South 

America.
The service has been replaced by a trans-

shipment link from northern Europe via the 
Canary Islands port of Las Palmas, which 
also is used by Med Shipping’s Mediterra-

nean/East Coast of South America service.
Med Shipping’s move follows attempts by several carriers in the 

Europe/South America trade to reduce overcapacity and costs.

U.S./South American lines plan alliance

Six ship lines operating between the east coasts of the U.S. and 
South America plan to form an alliance that will withdraw a small 
amount of capacity from the trade.

Participants in the alliance, expected to be filed this month with 
the Federal Maritime Commission, will be Sea-Land, Maersk, 
Columbus, CSAV, Alianca and P&O Nedlloyd.

The carriers say they’re still working on details, but they expect 
to operate two weekly vessel services using a total of 11 ships. The 
alliance’s capacity would be about 3,000 TEUs a month below 
what the seven carriers now operate.

Overcapacity has caused rates to plummet in the South Ameri-
can trades.

Lines join in Europe/South America link

Alianca/Hamburg Sud and CGM/Transroll have agreed to form 
a j oint service in the trade between North Europe and the East Coast 
of South America.

The carriers said the joint service, which was expected to begin 
in second half o f December, will operate nine 2,000-TEU ships.

The lines said the service will call at major European and South 
American ports on five-day intervals.

Sea Star gets first ship

Sea Star Line, formerly known as Sea-Barge, has begun operat-
ing the first of two former Matson ships in its service between 

Florida and Puerto Rico.
The roll-on/roll-off, lift-on/lift-off ships 

will replace the container-carrying barges 
that the line has been using.

Sea Star’s vessel replacements and name 
change follow the recent acquisition of the company by an invest-
ment group comprising Matson, Saltchuck Resources (formerly 
Totem Resources) and Puerto Rican investors.

Trailer Bridge adds container barge

Trailer Bridge has put into service the fourth of five new barges 
that can carry up to 213 containers measuring 53 feet long by 102 
inches wide.

The new barge is being used in the carrier’s Jacksonville/Puerto 
Rico service, which Trailer Bridge has operated since 1991.

Trailer Bridge recently added a weekly coastwise service link-
ing Florida with the Northeast U.S.

Trailer Bridge was founded by containerization pioneer Malcom 
McLean, who remains the company’s majority stockholder.

Sea-Land gets added Puerto Rico capacity

The U.S. Maritime Administration given Sea-Land Service 
approval to carry 240,897 TEUs next year in the U.S. mainland/ 
Puerto Rico service —  a 7,016-TEU increase over this year’s 
total.

Because Sea-Land receives government subsidies for its inter-
national service, the line can’t increase capacity in its unsubsidized 
U.S. domestic service without MarAd approval.

MarAd has said Sea-Land can increase its capacity to match 
growth of the Puerto Rico economy. A similar request is pending 
from Crowley, which also gets U.S.-flag subsidies.

Pensacola/Brazil service to begin

A twice-quarterly liner service that carries aluminum railcars 
and other cargo from Pensacola, Fla., to Santos, Brazil, started in 
November.

The service is operated by John M. Brining Co., a Mobile-based 
international freight management service.

The service’s main cargo is pre-welded, collapsed aluminum 
railcars that are assembled in Brazil. The vessels will carry about
1,000 tons of additional cargo.

I n t e r n e t  I n d e x  
t o  A d v e r t i s e r s

Check out these locations on the World Wide Web

American Shipper ww w.shippers.com  
A&M Independent Line www.am -shipp ing.com  

A.N. Deringer ww w.anderinger.com  
AES Development Team-U.S. Customs 

w w w.custom s.ustreas.gov/AES 
AFS Freight Management www.afs.com .au 

Atlantic Container Line www.ACLcargo.com  
China Ocean Shipping Co. ww w.coscona.com  

Evergreen America Corp. 
w w w .evergreen-am erica.com  

Farrell Lines w w w.farre ll-lines.com  
General Electric Information Services 

w w w.gtis.com /gti 
Intermarine Inc. www.interm arinenola.com  

“K” Line ww w.k-line.com  
Logan Diving ww w.logandiving.com  
Maersk Line w w w.m aerskline.com  

Massport ww w.m assport.com  
MTB Bank w ww.bankm tb.com  

National Industrial Transportation League 
www.nitl.org 

Oceanwide Marine Network 
w w w.oceanw ide.com  

OOCL (USA) Inc. www.oocl.com  
P&O Nedlloyd (USA) www.ponl.com  

Port Everglades Authority 
w w w.co.broward.fl.us/port.h tm  

Port of Hamburg (HHLA) ww w.hhla.de 
Rogers & Brown www.rogers-brown.com  

TNT www.tnt.com

C a r ib b e a n ^  
( j ' K  & South 
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Transportation Trends Compiled by American Shipper

Anyone who has paid the slightest attention to 
business news during the last year is aware o f the 
effect o f the Asian econom ic crisis on trade.

For airlines, ship lines, airports and forw ard-
ers, the Asian crisis is not an abstraction. It’s as 
concrete as the statistics reflected on this page.

Asia is the only world region for w hich A irport 
Council International statistics showed a decline 
in 1998.

Airlines have been squeezed by a sim ulta-
neous decline in traffic and an increase in avail-
able capacity. That resulted in a drop in capacity 
utilization —  and in profitability.

Forwarders have been able to offset Asian 
losses with increases elsewhere, but they too are 
carefully watching global econom ic trends as 
they head into 1999.

Air cargo

(In 1,000 metric tons* Volume % chge
Jan. - Aug. 1998) from ’97

Asia-Pacific 8,795 (4.0)
North America 18,739 5.0
Europe 7,266 3.1
Mideast 1,492 6.4
Latin America/Caribbean 1,018 0.5
Africa 436 10.6
Total World* 37,747 1.7

TOP 10 AIRPORTS
(August 1998 In metric tons*)

Volume % chge 
from ’97

1. Memphis 189,953 (14.0)
2. Los Angeles 150,115 (6.5)
3. Miami 145,601 (0.3)
4. New York J.F.K. 138,007 1.1
5. Anchorage 133,470 14.5
6. Tokyo Narita 129,284 (6.7)
7. Hong Kong Kai Tak 128,000 (17.6)
8. Seoul 118,014 (9.6)
9. Frankfurt 116,211 (7.4)

10. Louisville, Ky. 112,935 39.0

*loaded and unloaded freight and mail

Source: Airports Council International.

Intermodal/rail volume

U.S. railroads 
(Jan. - Nov. 1998 —  47 weeks ending Nov. 28)

(In loads)

Containers
Trailers

Volume

4,077,227
2,496,161

% chge '97

3.0
(3.5)

Total traffic 6,573,388

Source: Association of American Railroads

0.4

Ports’ containerized export/import trends

(in 1,000 loaded TEUs)

Region/Port Period Outbound % chge Inbound % chge
from ’97 from ’97

ASIA
Hong Kong Jan-Aug ’98 2,896 (2) 2,602 0
Kaohsiung Jan-Aug '98 1,885 9 1,484 5
average growth rate of ports listed 2 2

NORTH AMERICA
Long Beach Jan.-Oct. '98 801 (13) 1,737 15
Los Angeles Jan.-Aug. '98 664 (10) 1,433 18
Tacoma* Jan.-Oct. ’98 203 (15) 250 (2)
Seattle* Jan.-Oct. '98 410 (13) 495 24
NY/NJ* Jan.-Sept. '98 508 1 890 13
Charleston Jan.-Sept. '98 426 2 360 20
Savannah Jan.-Sept. '98 210 (12) 179 30
Montreal** Jan.-Oct. '98 387 5 391 10
Vancouver B.C. Jan.-Nov. '98 346 5 228 27
average growth rate of ports listed (6) 18

EUROPE
Rotterdam Jan.-June '98 1,250 4 1,256 10
Antwerp Jan.-Oct. '98 1,179 2 1,009 16
Hamburg Jan.-Aug. '98 920 1 1,066 11
Felixstowe Jan.-Sept. ‘98 644 (1) 868 10
Le Havre** Jan.-Oct. '98 539 10 569 13
average growth rate of ports listed 3 12

Note: * Excludes domestic U.S. trade ** Includes empty containers. 

Source: Ports, research by American Shipper.

IATA airlines’ traffic, capacity & utilization

% changes from year earlier August ’98 September ’98 October ’98
Growth in traffic* (1.3) (3.2) (3.7)
Growth in available capacity* 5.8 3.7 4.0

% utilization by route July ’98 August ’98 September ’98
North America/Far East 63.7 66.9 69.9
North Atlantic 67.2 67.8 66.9
Europe/Far East 70.3 73.1 75.4

* Figures are based on IATA airlines’ actual freight metric ton-kilometers and 
available freight metric ton-kilometers, and are preliminary results.

Source: International Air Transport Association, Information & Research

Forwarders’ gross revenues

Danzas
Kuhne & Nagel 
Ocean/MSAS Cargo 
BTL Transp. & Logistics 
Circle International 
Expeditors International 
BAX Global 
AEI
Fritz Companies 
Panalpina

Sources: forwarders.

Period (In millions) % chg from 
year earlier

Jan.-June '98 SFr3,521 ($2,347) 4
Jan.-June ’98 SFr3,282 ($2,188) 12
Jan.-June ’98 £586($965) 10
July-Sept. ’98 SKr13,759 ($1,679) 2
July-Sept. '98 $191 1
July-Sept. '98 $755 10
July-Sept. '98 $459 4
July-Sept. '98 $373 (6)
June-Aug. '98 $342 5
Jan.-Dec. '97 SFr 5,437($3,802) 28
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Start your euro account now

On Jan. 4, 1999, a new era begins for shippers who have 
business in Europe.

That day, the euro flares to life as a financial reality, becom -
ing a common currency for most nations on the Continent.

On this side of the Atlantic, more than 90 percent of U.S. 
com panies are not ready for the euro, according to a recent poll 
by the Dutch ABN-AM RO Bank.

W hy not? I t’s human nature to put off, for as long as possible, 
any consideration of a possibly vexing new phenom enon.

“W e’ll see how the euro works out,” some people are saying. 
“The United Kingdom isn ’t participating,” goes another re-
frain, “so why should w e?”

And one hears: “where has it com e from  —  out o f the X- 
Files?”

Those questions deserve brief answers. The euro is not on 
trial. It’s here to stay, thanks to the Treaty of Maastricht.

The United Kingdom is rem aining aloof for internal political 
reasons. Prim e M inister Tony Blair wants another Labor win in 
a general election before endorsing the euro.

This is no stealth currency foisted on unsuspecting shippers 
through governm ent intrigue. The only aliens here are A m eri-
cans who have persistently turned their ears away from  the talk 
of Europe.

And now the trap closes, if not all the way.
Until 2002, local currencies —  the franc, mark, lira, etc. —  

will coexist beside the euro on parallel tracks. A fter that, there 
will only be euro —  plural and singular.

In 2001, those few nations that have shunned the euro will be 
allowed to sign on. keeping their currencies for a three-year 
period.

Fiscal gurus on the Continent are betting that the new unit 
will prevail early. W hy pay the costs o f exchanging currencies 
when the euro is there for all to use?

According to Paul Arlman, director o f international affairs

for A m sterdam  Exchanges, “most o f a shipper’s largest E uro-
pean contracts will be drafted with the euro as the contractual 
currency.”

Does A rlm an m ean sooner rather than later? “Im m ediately,” 
he said.

“M any com panies have already aligned their prices across 
euro participating countries. No euro accounts are available 
before Jan. 1, but our European custom ers already see the 
im pact o f the euro on their financial position. For some months, 
w e’ve been printing the euro value of their account on each 
receipt they are given.”

Is this really the pan-European m arket so hyped in recent 
m onths? Only partially. In a political and a social sense, 
national identities, temperam ents and preferences remain rooted 
firmly.

Y et one cannot ignore the fact that, for those who choose the 
euro, there are no m ore financial borders across Europe. N apo-
leon tried. So did Bismarck. (Also, H err Schacht, the Nazi 
financial “w izard”.) Now, what they failed to achieve is a 
reality.

For the first tim e on so wide a scale, there is a system o f 
financial unity in place before outright political federation.

W ill one lead to the other? W hat has happened now should 
give any oracle pause. Too m uch soothsaying, as the Rom ans 
knew  well, can distract from present reality:

A gainst all odds, the euro is here because businessm en and 
tradesm en on the Continent wanted it enough.

Get used to it —  you’ll be paying in euro soon enough.
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OOCL Internet Bill of Lading

An OOCL Bill of Lading Printed in your O ffice via the In ternet

T h is  new  O O C L  W eb  s ite  fe a tu re  m ake s  
sh ipp ing  eas ie r, fa s te r and  m ore  eco n o m ica l. 
A n O O C L  B ill o f  La d ing  can n o w  be p rin ted  in 
y o u r o ffice  a t no  ex tra  co s t v ia  th e  In te rne t.

O nce  w e  have  th e  re g is tra tio n  p ro ce ss  in 
p lace , you  can  fa x  us y o u r bill o f  lad ing  
in s tru c tio n s  fo r  p ro ce ss in g  by o u r 
d o c u m e n ta tio n  d e p a rtm e n t. W e the n  ad v ise  
you by e -m a il w h e n  a bill can be re trieved . 
F ina lly, you  d o w n lo a d  y o u r b ills  o f  lad ing  from  
o u r In te rn e t s e rv e r and  p rin t the m  us ing 
O O C L -su p p lie d  bill o f  lad ing  p a p e r s tock .

O O C L  can  d e liv e r y o u r Bill on a n y  p r in te r tha t 
you  d e s ig n a te ... in  N o rth  A m e ric a  o r ove rsea s .

S e c u rity  is o f p a ra m o u n t in te re s t to  you  as 
w e ll as  O O C L . S a fe  g u a rd s  have  been  bu ilt 
in to  th e  p ro ce ss . E ach  s h ip p e r has a 
c o n fid e n tia l P e rso na l Id e n tifica tio n  N u m b e r 
and  a p a ssw o rd  th a t e n su re s  privacy.

F o r m o re  in fo rm a tio n  on bill o f la d in g  p rin ting  
and  o th e r In te ra c tive  A p p lic a tio n s , ca ll y o u r 
O O C L  re p re s e n ta tiv e  o r c o n ta c t us to ll fre e  at 
1 -8 8 8 -3 8 8 -O O C L .

We take it personally

O O C L(U S A ) Inc., H eadquarte rs  O ffice  4141 H ac ienda Dr. P leasanton , C A  94588 Tel: 1 -888-388-O O C L

In ternet W eb Site: http :/w w w .oocl.com

http://www.oocl.com
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L a u n c h i n g  a  n e w  e r a

Evergreen continues a tradition of 
shipping excellence

W ith 30 years o f  experience bringing innovation and reliability to world trade, 
Evergreen looks to  the 21st century ensuring swift, convenient, 

and around-the-globe service to  our customers worldwide.

EVERGREEN
ww w.evergreen-am erica.com
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http://www.evergreen-america.com

