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Dangerous inequities
It has always amazed me that the United States, the largest manufacturing country 

in the world is so weakly represented in the arena of in-house maritime merchant 
services.

First we allowed our merchant marine to go to hell and be taken 
over by foreign entities. Now these same foreign entities are begin-

ning to take over our ports. The remarkable part is that our resolute legislators in 
Washington apparently are totally unaware what is going on.

I am not saying this from a flag waving point of view, but strictly from a business 
view and the situation as it stands is bad business for the United States and perhaps 
the world.

We are beginning to see the vulnerability of unprotected ports against overt 
violence, but we still fail to realize the perhaps greater damage that could be afflicted 
upon us if we allow all maritime merchant services be taken over by outsiders to the 
detriment of our foreign trade.

This country started as a maritime nation. Also don’t let us forget the colossal war 
effort of WWII, that produced instantaneous merchant fleets with Liberties, Victories 
and 90-day wonders.

And than all of a sudden splat-nothing!
Nearly all of our foreign trade is carried on ships. If the foreign powers that control 

these ships would stop coming to U.S. ports, the results would be disastrous on our 
economy and on the well being of every U.S. citizen. The one who controls the sea 
lanes still controls the world!

These same foreign entities are now beginning to control our ports and force them 
to perform acts that are advantageous for these same shipping interests, but not for the 
pocket books of our citizenry.

Take for instance the case of the proposed deepening of New York Harbor to 50 feet 
channel depth. This, we are told is necessary to accept the new mega container ships. 
Well I do agree that if one subscribes to the principle of mega container ships, one 
needs the depth to allow these things to stay afloat. The question is do we need these 
obscenely large bloated things to maintain a proper transportation price level for our 
foreign trade?

The estimate is that on the Pacific trades these mega floaters would reduce the 
operating cost by $27 per TEU. On the Atlantic this will be less, so let’s be generous 
and assume an average reduction of $25 per TEU. The estimated cost to dredge New 
York to 50 feet channel depth is $2.8 billion. At 8 percent interest this will produce 
an annual $224 million in interest to be paid. The annual throughput in New York is 
2 million filled and manifested TEUs. The expense per TEU would be $ 112, just so 
a foreign carrier can pocket $25 per TEU.

Now this is only the initial cost for the ports. This does not include harbor 
maintenance, deeper depths along berth and probable rebulkheading and new con-
tainer cranes.

We are told that the reason for the decline of the U.S. Merchant fleet is the high cost 
of U.S. crews. This was perhaps true in 1945, when agood sized freighter carried about 
12,500 tons and sported a crew of 50 men. These ships had a speed of 17 knots and 
spent half of their time in port loading/discharging cargo.

A present-day container ship carries 50,000 tons, has crew of 20 souls, travels at 25- 
knot speeds and spends 10 percent of its time in port. The productivity per “crewman” 
day is now about 40 times higher, making the effective cost of crew on a ton of cargo 
not very much.

The real primary reason is that U.S. ship operators are being overtaxed for the 
industry in which they are engaged. In most seafaring countries, ships are subjected
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to “tonnage tax” i.e. a certain amount per deadweight ton and 
are not subject to the corporate tax structure of other industries. 
It's about time our elected officials will have a good hard look 
at this, before it’s too late.

Perhaps it would not be unreasonable to demand 75-percent 
U.S. ownership for port operating firms.

People and our government should start to realize that cost 
parameters in international transportation have shifted. Al-
though a ship is still a large expensive toy, it also carries a lot 
of cargo.

On an Atlantic run the ship's percentage of total cost to carry 
a unit of cargo from inland origin to inland destination is only 
about 9 percent. So even if the ship operator demands certain 
costly changes in the infrastructure and boast a 10-percent 
improvement, it should be realized that this is only less than 1- 
percent improvement off the total cost, which is ultimately 
borne by the consumer.

The obvious way to go for real savings is to improve the 
infrastructure.

Because of the takeover of foreign interests both at sea as well 
as in our ports we are witnessing the strange phenomenon that 
albeit via a U.S. middleman ( the Pacific Maritime Association 
in this case) foreign shipping entities are negotiating with U.S. 
labor. In other words, decisions are being made in foreign 
capitals about the future contract between U.S. port operators 
and the International Longshore and Warehouse Union.

I wonder what the world press would say if U.S. entities 
would insist on negotiating with the labor in Rotterdam.

Inequities that clearly exist always lead to unwanted ten-
sions; and tensions are not needed in an otherwise already 
complicated industry such as the business of foreign trade.

Bill Hagenzieker
President,
Coastwise Inc.
Rockport, Maine

UPS and Deutsche Post slowing down?
Judging from their recent revenue figures, United Parcel 

Service and Deutsche Post World Net did not post the large 
increases in revenues in 2001 that had become characteristic of 
the world’s two largest logistics groups.

In a slow economy, UPS increased its revenues last year only 
2.9 percent, to $30.6 billion. The German postal, express and 
logistics giant reported revenue of 33.4 billion euro ($29.7 
million) for 2001, up by only 2.1 percent.

However, these top revenue figures show only part of the 
story, as each group has record-breaking expansion spots.

At Deutsche Post, the logistics division, Danzas, recorded a 
10-percent rise in revenue last year, to 9.2 billion ($8.2 billion). 
Danzas AEI Intercontinental, its ocean and air freight forward-
ing arm, increased net sales 14 percent last year, to 4.4 billion 
euro ($3.9 billion), and Danzas Solutions, its integrated logis-
tics services business unit, boosted net sales 21 percent, to 1.5 
billion euro ($1.3 billion).

Within UPS, the “non-package sector” — logistics and 
freight services — increased revenues 42 percent last year, to 
$2.4 billion.

Both Deutsche Post and UPS seem to be muscling in on 
logistics services, and will not be content with 2-percent annual 
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revenue growth from these businesses.
Deutsche Post does not hide its ambition to become number 

one in the worldwide logistics industry.
Through the full consolidation of express operator DHL, and 

further organic growth, Deutsche Post chairman Klaus 
Zumwinkel expects this year “strong revenue increases of more 
than 20 percent to over 41 billion euro ($36.5 billion)” for the 
group as a whole. (Philip Damas)

Terrorist shipments
Two stories in your April edition (pages 25 and 56) discuss 

the threat of shipping nuclear bombs by container. They both 
correctly describe the threat, the proposed 
ineffective security measures, and the ship-
ping industry’s demise if just one container 

bomb explodes anywhere in America.
Then, contrary to this logical foundation, both articles illogi- 

cally refuse to accept that the front line in this World War III 
must be our sea and land borders. Instead, they claim we can 
move the front line overseas, or establish an effective virtual 
front line exterior to American ports. Good luck. If that was 
even remotely possible, why haven’t such measures been 
effectively instituted for the Drug War?

It’s a little like expecting the Northern Alliance to win all our 
battles in Afghanistan, or expecting World War II commandos 
to protect our front-line troops from attack.

W.L. Casper
president,
Casper, Phillips & Associates 
Tacoma, Wash.

Who has a supply chain security plan?
While politicians and industry representatives discussed 

federal security initiatives in Washington, the logistics soft-
ware provider Arzoon asked businesses about their own prac-
tical supply chain security plans.

Arzoon LRM Update, an online publication of the company, 
asked readers to rate their company’s concern about trade 
security since the recent terrorist attacks.

The results showed that:
•  Only 23 percent of companies have a person assigned to 

oversee supply chain security.
•  Thirty-five percent of companies have a plan for greater 

supply chain security.
•  Seventy-three percent of companies expect to make in-

vestments in supply chain security in the next six to 12 months.
Although the finding that security investments are on the way 

is good news, many will be surprised to hear that companies still 
do not have security plans in place. (Philip Damas)

Correction/clarification
An incorrect photo appeared in a story in the April issue (page 76) 

that quoted John O’Brien, vice president of global sales and logistics 
for Cyberfreight Inc. The photo was of Joe O’Brien, director of 
marketing for CargoSmart, who was not a source in the story.

The Shippers’ Case Law in the March issue (page 50) included 
an item about Advanced Computer Link Inc., which was referred 
to in court records and in the story as ACL. The story was not 
referring to Atlantic Container Line.
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NEWSFRONT

Sea Star to buy Navieras
Could purchase lead to capacity reduction 
in overtonnaged U.S./Puerto Rico trade?

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

eni _  _
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Sea Star Line LLC’s agreement to 
purchase the assets of Navieras/NPR 
Inc. — though not a sure thing — 

would certainly impact the overtonnaged 
U.S./Puerto Rico trade.

Sea Star, the Jacksonville, Fla.-based car-
rier owned by Matson Navigation and the 
parent company of Totem 
Ocean Trailer Express, 
announced a plan April 
1 to acquire the assets of 
Navieras, including ships, equipment, as-
signment of terminal leases, trade names and 
other assets related to the Philadelphia-based 
NPR Inc.’s Puerto Rico service.

Navieras, a well-known name in the U.S./ 
Puerto Rico Jones Act trade, is estimated to 
control about one-fourth of the trade, which 
some sources say suffers from overcapacity 
by as much as 30 percent.

NPR Inc. is part of the Holt Group Inc., the 
shipping, terminal operating and logistics 
group that filed for Chapter 11 protection 
under the U.S. Bankruptcy Code last year.

Matson, a dominant force in the U.S./ 
Hawaii trade, has a 45-percent stake in Sea 
Star, which was formed in 1998. Totem 
Ocean, which has a significant presence on 
U.S. mainland/Alaska trade, is owned by 
Saltchuk Resources, which also owns a 45- 
percent share of Sea Star. The balance of 
Sea Star is owned by Taino Star, a collec-
tion of Puerto Rican investors.

If the acquisition is successful, Sea Star 
could gain considerable ground on trade 
leaders Crowley American Transport and 
CSX Lines. Trailer Bridge, the struggling 
tug-and-barge service created by the late 
Malcom McLean, trails the other four car-
riers in the trade.

Factoring northbound and southbound 
routings between Puerto Rico and the U.S., 
Crowley has an estimated 28 percent of the 
trade; followed by CSX Lines with about 
26 percent; Navieras, 23 percent; Sea Star, 
12 percent, and Trailer Bridge, 11 percent, 
a source familiar with the trade said.

“We were looking for a way to grow our 
company,” said Mike Shea, president of 
Sea Star. “Although it’s undeniable that 
there were five operators in the Puerto Rican 
trade and now there are four, this allows us 
to become more efficient on a unit basis.”
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At least one competitor in the trade an-
ticipates that Sea Star’s acquisition will 
remove capacity from the trade.

In its quarterly results, Trailer Bridge is 
anticipating that the Sea Star purchase “will 
lead to a reduction in market capacity.” 
John D. McCown, chairman and chief ex-

ecutive officer of 
TrailerBridge, said that 

jN'avieras’ market share 
is still below the ex-

cess deployed capacity presently in the 
heavier southbound lane.”

With parent companies Matson and To-
tem Ocean spread among other Jones Act 
trades, it could be an option to redeploy the 
Navieras ships into other trades to reduce 
the U.S./Puerto Rico capacity.

“Our plans really are not that far along,” 
Shea said, when asked about plans to re-
duce capacity. “Our goal right now is to 
have five sailings a week.”

Although legal papers refer to five ships 
among the company’s assets, Navieras has 
only three in service, the Humacao, the 
Guayama, and the Mayaguez. Navieras pro-
vides two weekly sailings from Jackson-
ville and one from Philadelphia.

Sea Star has two vessels in 
Puerto Rican service, both sail-
ing out of Jacksonville. The car-
rier also provides service to the 
U.S. Virgin Islands.

“We might go back to two 
sailings” following the proposed 
acquisition, “butlcan’tbemore 
specific now,” Shea said. O C A  

However, Sea Star said April O  C  r \
11 that it plans to inaugurate twice weekly 
feeder service between San Juan and the 
Dominican Republic simultaneously with 
the purchase of the Navieras assets.

Sea Star’s agreement to acquire Navieras 
was approved by the U.S. Bankruptcy Court 
on April 8. Sea Star has the status of a 
stalking-horse buyer at a public auction for 
entities that were part of the Holt Group, 
scheduled to be held April 24. The Holt 
Group hopes to close the sale by April 26.

Under terms set by the B ankruptcy Court, 
Sea Star will acquire Navieras for $32 mil-
lion, $14.5 million payable in cash, unless 
a higher bid comes in.

One possible bidder is CSX Lines, based 
in Charlotte, N.C. Chuck Raymond, chief 
executive officer of CSX Lines, said on 
April 5, “we will attend the bankruptcy 
auction. We are leaving open the option of 
whether or not we’ll bid on Navieras.” 

CSX Lines “operates similar assets in the 
trade, and we see synergies,” Raymond 
said. “We don’t know what the $32 million 
covers, since it’s still unclear what assets 
are being sold.”

Crowley American Transport said 
through a spokesman that it would not be 
involved in any proceedings regarding Sea 
Star’s bid for Navieras.

Besides Navieras’ vessels, Sea Star said it 
intends to acquire shoreside support equip-
ment, including container chassis and cranes; 
and terminal facilities in Jacksonville, Phila-
delphia and San Juan, Puerto Rico.

One significant attraction driving Sea Star’s 
bid is the Navieras terminal in San Juan. Yet 
on April 5, Jorge Fernandez Reboredo, legal 
counsel for the Puerto Rican Ports Authority, 
said Navieras cannot transfer the facility’s 
unexpired leases to Sea Star.

“The contracts can be assigned to an-
other subsidiary of NPR,” Fernandez was 
quoted as saying by The San Juan Star, “but 
if a new actor comes into the ball game, 
technically the new company has to get 
consent of the ports to continue the leases,” 
which have 15 years to run.

Navieras and Sea Star have agreed that 
failure to obtain control of the terminal leases 
would kill their deal. If that should happen, 
Sea Star would get back a $250,000 deposit. 

The Navieras ships are required by the 
Jones Act to fly the U.S. flag and employ 

only U.S. citizens, who come from 
three maritime unions. The Sea-
farers Union of North America 
provides unlicensed crew person-
nel. Ships’ officers are from the 
Marine Engineers Beneficial 
Association, District 1, and 
Masters, Mates & Pilots. 

m  “We will honor their present 
w  I  collective bargaining pacts,”

Shea said.
Some Navieras employees would also 

transfer to Sea Star. “We look forward to this 
opportunity to grow our staff,” he said. How-
ever, he added, “there’s a real possibility that 
not everyone will make the transition.”

No decision has been made as to whether 
the Navieras name will be retained. “It’s a 
brand name that’s widely recognized and 
respected,” Shea said. “We’re studying the 
matter to see what’s best to do.”

“My senior management team fully sup-
ports this purchase agreement,” Holt said, 
indicating that Navieras and Sea Star had 
been negotiating for several weeks. ■
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NEWSFRONT

TECO seeks bigger bite 
of food-aid trade

U.S.-flag carrier rattles competition  
with introduction o f  the Sheila McDevitt.

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

TECO Ocean Shipping, one of the 
largest U.S.-flag dry bulk carriers, 
wants to diversify its portfolio of 

services, and has set its sights on increasing 
its international food-aid transport busi-
ness.

To do this, the company, a subsidiary of 
Tampa, Fla.-based TECO Transport and 
TECO Energy, had to acquire an adequate- 
size dry bulk vessel. That opportunity came 
in February 2001, when the U.S. Marshals 
Service in Miami auctioned the 40,000- 
deadweight-ton Bulk Princess, which was 
seized by federal agents for its involvement 
in drug smuggling.

“Thanks to the ability of our team to 
aggressively pursue opportunities to build 
our business, we were able to make an 
excellent acquisition— one that we’re con-
fident will add value for our customers,” 
said Jeff Rankin, president of TECO Trans-
port, shortly after purchasing the vessel.

According to the U.S. government’s bill 
of sale, TECO bought the 22-year-old *> 
Japanese-built Bulk Princess for $4.4 , ' 
million. The vessel was then re-
named the Sheila McDevitt, after 
the company’s senior vice presi-
dent.

Despite its previous activities 
and age, the company found the 
vessel to be in good shape. The 
Coast Guard immediately ap-
proved the Sheila McDevitt for 
U.S.-flag domestic ocean trans-
port operations.

Since August, the vessel has 
handled numerous commercial 
shipments in the U.S. coastwise 
trades. The military has used the 
vessel to transport freight from 
the Gulf Coast to Honolulu, and 
it’s qualified to transport Export- 
Import Bank-financed cargoes.

TECO then asked the U.S.
Maritime Administration to con-
firm the qualification of the Sheila 
McDevitt to operate in the inter-

national cargo preference trade. The 1954 
Cargo Preference Act requires a portion of 
government-sponsored cargo to be trans-
ported on U.S.-flag vessels. One of the 
biggest pieces of the cargo preference trade 
is food-aid under Public Law480 programs, 
Title II and Title III.

MarAd confirmed the Sheila McDevitt 
for the cargo preference trade on Feb. 22. 
“We have examined the congressional pur-
poses underlying passage of the Cargo Pref-
erence Act and the vessel documentation 
statute, as well as other authority bearing on 
the subject question, and conclude ... that 
the Sheila McDevitt is qualified to carry 
preference cargoes,” said J. Patrick Wiese, 
acting chief counsel for MarAd in a letter to 
TECO.

The agency based its confirmation on the 
Cargo Preference Act’s Section 
901(b), which was amended i n 1961 

by Public Law 87-266 
“to restrict (but not 

• , eliminate) the use of 
foreign-built ves-

sels for car-
riage of 
preference 

cargo.”

TECO bought the Bulk Princess for $4.4 million and 
renamed it the Sheila McDevitt.

MarAd also said that since 1792, Con-
gress has allowed vessels forfeited to the 
federal government for breaking the law to 
register and operate in the U.S.-flag do-
mestic trades. The three-year wait period 
that normally accompanies foreign-built- 
and-flagged vessels brought under U.S. 
flag was unnecessary, according to 
MarAd’s confirmation.

In addition, the agency said the U.S. 
Attorney General in 1930 adjudicated a 
dispute over whether the 1920 Merchant 
Marine Act repealed the extension of coast-
wise privileges to foreign-built ships for-
feited to the government. The Attorney 
General ruled that it did not.

Opposition. MarAd’s decision imme-
diately drew protests from existing U.S.- 
flag carriers and industry groups involved 
in the cargo preference trade. Besides 
MarAd’s failure to make TECO’s request 
available for public comment, industry rep-
resentatives said the agency’s decision to 
grant the Sheila McDevitt cargo preference 
status is “flawed,” and should be with-
drawn.

Companies, which voiced opposition to 
the Sheila McDevitt, included Sealift, 
Farrell Lines, Transportation Institute, First 
American Bulk Carrier Corp., Liberty Mari-
time Corp. and Maersk Sealand.

Attorneys at the Washington law firm 
Winston & Strawn on behalf of Liberty 
Maritime Corp., outlined these points of 
opposition in a letter to MarAd:

•  MarAd and the courts have confirmed 
that Jones Act eligibility has no influence 
on preference eligibility.

The 1954 Cargo Preference Act con-
tains “a date-certain grandfather clause that 
excludes vessels built abroad after Sept. 
21, 1961.”

There is no legal language, legisla-
tive history or administrative action which 
states that “the vessel forfeiture clause has 
anything to do with preference eligibility, 

despite the fact that the statute con-
taining the clause has been 
amended more than three times 
since enactment of the 1961 
Amendment.”

•  The Attorney General’s 
opinion is void because it dealt 
with Jones Act eligibility and oc-
curred more than 20 years before 
cargo preference was codified.

Furthermore, Aquarius Marine 
Co. in the early 1990s sought 
permission to operate the recon-
structed vessel, Golden Monarch, 
in the cargo preference trade be-
cause it qualified for the Jones 
Act. MarAd rejected the
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“We have examined 
the congressional purposes 
underlying passage o f  the 
Cargo Preference Act and  
the vessel documentation 
statute, as well as other 

authority bearing on the 
subject question, and  

conclude... that the Sheila 
McDevitt is qualified to carry 

preference cargoes.”

J. P atrick  W iese
acting general counsel,
Maritime Administration

company’s request, which was further up-
held by the Second Circuit Court of Ap-
peals, based on the conclusion that the 
Jones Act and Cargo Preference Act were 
separate laws with different purposes.

Industry representatives said they ap-
preciate MarAd’s efforts to increase the 
number of vessels operating under the U.S. 
flag, but not at the expense of sacrificing 
traditional methods of qualification.

“Misreading the statute in the case of the 
Sheila McDevitt does not further the 
administration’s and the agency’s efforts 
to enhance competition in the preference 
trades in an efficiently and economically 
sound manner,” said James L. Henry, presi-
dent of the Washington-based Transporta-
tion Institute, in a letter to MarAd.

The U.S. government’s forfeiture fund 
records show that about 300 seized vessels 
make their way back into the trade each 
year.

“Although most of these are smaller 
vessels that are not likely to impact the 
preference cargo market, some are large 
cargo vessels, and even the entry of a 
handful of such vessels would be devastat-
ing to those shipowners who did not ‘ slip in 
the back door’ and have paid full price for 
vessels in reliance on the 1954 Act as 
amended,” said Liberty Maritime’s attor-
neys.

“The policy... would undercut that reli-
ance and defeat the purpose of the act by 
opening up the cargo preference trade to 
numbers of forfeited vessels purchased at 
scrap value or less,” said John A. Gaughan, 
president of First American Bulk Carrier 
Corp., and former maritime administrator.

Moving Ahead. For now, TECO has 
withheld bidding the Sheila McDevitt on 
the cargo preference market until MarAd 
responds to industry opposition. But the 
carrier believes that it’s within its rights 
under the law to use the Sheila McDevitt to 
transport government-sponsored food aid 
shipments.

TECO also continues to shape its trans-
portation business strategy. Earlier this year, 
the company changed the names of its trans-
portation subsidiaries to strengthen its 
TECO brand.

TECO Ocean Shipping, formerly 
Gulfcoast Transit, carries bulk commodi-
ties within the Gulf of Mexico and to ports 
worldwide. The company operates 15 ves-

WASHINGTON
Liberty Shipping Group said it would 

pursue the acquisition of a third new U.S.- 
flag multipurpose dry bulk ship for delivery 
in early 2004.

The Lake Success, N.Y.-based carrier 
handles mostly U.S.-government food-aid 
shipments. The new vessel would increase 
Liberty Shipping’s fleet to eight U.S.-flag 
vessels, of which two 52,000-deadweight- 
ton vessels — Liberty Glory and Liberty 
Grace — were delivered last year.

“We intend to pursue the construction of 
a third vessel in exactly 
the same manner as the 
first two,” said Philip J.
Shapiro, president and 
chief executive officer for 
Liberty Shipping, and 
president and CEO of Lib-
erty Maritime Corp., the 
operator of the ships. Shapiro

The newest Liberty Shipping vessel will 
close out an era in the acquisition and con-
struction of U.S.-flag tonnage, known as 
the Section 615 program of the 1936 Mer-
chant Marine Act.

In the early 1980s, the Reagan adminis-
tration suspended the Construction Differ-
ential Subsidy program, which eliminated 
the ability for U.S. shipyards to competi-
tively build commercial ships.

The Reagan administration compromised 
by initiating the Section 615 program, which 
established a one-year system of permis-
sions to allow existing Operational Differ-
ential Subsidy carriers to build U.S.- 
flag-qualified vessels in foreign shipyards 
and enter them into the cargo preference

sels that range in size from 19,200 dead-
weight tons to 42,800 deadweight tons.

In addition, Metropolis, 111.-based Mid- 
South Towing, which provides river barge 
transport for dry bulk and breakbulk prod-
ucts on the inland waterway system, was 
renamed TECO Barge Line.

Davant, La.-based Electro-Coal Trans-
fer, which provides terminal and storage 
transfer services for bulk commodities at 
the mouth of the Mississippi River, was 
renamed TECO Bulk Terminal.

“These new identities more accurately 
reflect the activities of our businesses, which 
over the past 40 years have grown into a 
worldwide marine transport organization,” 
Rankin said. ■

program without the three-year waiting 
period.

While the Section 615 program was largely 
concluded by the early 1990s, the last three 
permissions were held by Central Gulf Lines, 
a subsidiary of New Orleans-based Interna-
tional Shipholding Corp., which acquired 
them during the bankruptcy of United States 
Lines. In 2000, Liberty Shipping acquired 
two newly built vessels from Central Gulf 
through two of the permissions. The Liberty 
Glory and Liberty Grace were built in Japan’s 
Oshima Shipbuilding Co. (April American 
Shipper, pages 70-74).

In April, Central Gulf asked the U.S. 
Maritime Administration to confirm the 
last Section 615 permission to build a 
52,000-deadweight-ton U.S.-flag multipur-
pose dry bulk vessel in the Oshima ship-
yard, which would be sold at its delivery to 
Liberty Shipping.

Shapiro said it’s now necessary for 
MarAd to pursue a new program similar to 
the former Section 615 program to ensure a 
competitive U.S.-flag dry-bulk fleet for the 
future. The U.S. General Accounting Of-
fice credited U.S.-flag bulk vessels built 
under Section 615 for reducing the cost to 
transport food-aid shipments by as much as 
50 percent. However, commercial cargo 
ships built in U.S. shipyards cost up to three 
times more than similar vessels built in 
Asian shipyards.

Maritime Administrator William G. 
Schubert endorses legislation to promote a 
limited one-year waiver of the three-year 
waiting period. The legislation, however, is 
expected to run into strong opposition from 
U.S. shipyards. ■

Liberty pursues third bulk ship
Construction o f  U.S.-flag vessel would fin ish  
Reagan-era Section 615 waiver program.
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U.S. Customs’ new ‘COO’
Brow ning’s experience with legal and international 
issues will be pu t to the test as deputy commissioner.

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

Douglas M. Browning may be U.S. 
Customs’ second highest-ranking 
official, but don’t expect him to 

lose sight of the details that make the agency 
work.

As the newly appointed deputy commis-
sioner, Browning will 
work directly with Cus-
toms Commissioner Rob-
ert C. Bonner, and will be 
largely responsible for 
managing the agency’s 
day-to-day operations.

“The way I look at it is 
that the commissioner is Browning 
like the chief executive officer of the orga-
nization and he needs to be out front,” 
Browning said. “Whereas the deputy com-
missioner is a tool to get the day-to-day 
stuff done, like a chief operating officer.”

That distinction has become much clearer 
at Customs since the Sept. 11 terrorist at-
tacks on the United States. Much of Bonner’s 
time these days is spent on developing 
antiterrorism and border control strategies 
for the administration’s Office of Home-
land Security.

However, Bonner has made it clear that he 
wants the agency to improve its operations, 
finish building a new computer system (Au-
tomated Commercial Environment), increase 
the use of risk management programs, and 
become more efficient in its interaction with 
other federal agencies and the private sector. 
Bonner will rely heavily on Browning to help 
carry out this multifaceted agenda.

Browning, a 25-year veteran of Customs, 
said he’s up to the task. He plans to use his 
own diverse experience in the agency, as well 
as lean on the expertise of staff and manage-
ment in the various fields of Customs.

Browning joined Customs in 1977 after 
completing his law degree at New York’s 
Hofstra University. He started as a staff 
attorney in the agency’s Office of Regula-
tions and Rulings (OR&R) in Washington.

Two years later, he was transferred to the 
Office of the Chief Counsel, where he served 
as assistant regional counsel in New Orleans 
until 1980. Browning was then relocated in 
the same role to Baltimore for two years.

Back in Washington, Browning served a

stint as senior counsel for international en-
forcement in the Office of Chief Counsel. 
In addition to international enforcement 
activities, he was responsible for bilateral 
and multilateral agreements, international 
organizations and general issues related to 
the agency’s international programs.

In the early 1990s, Browning spent a year 
as Customs’ district director in Baltimore. 
Browning described this experience as piv-
otal in stepping out of the legal environ-
ment and into hands-on operations.

Browning also credits former Customs 
officials Doris Robinson, Albert De Ange- 
lus, Michael Lane, Samuel Banks, and cur-
rent deputy chief counsel Michael Schmitz, 
for their encouragement in advancing his 
career.

While working in Baltimore, former 
Commissioner George Weise spent a day 
with Browning and his staff. Weise after-
wards invited Browning to apply for a se-
nior management position in the newly 
organized Customs. One of those positions, 
which Browning applied for and was ac-
cepted, was assistant commissioner of the 
Office of International Affairs.

Browning took over the position on March 
6, 1994, and flourished in his new role.

The Office of International Affairs man-
ages all international activities and programs 
for Customs, and is responsible for the opera-
tions of the agency’s overseas attaches and 
advisory teams. In addition, the office nego-
tiates and implements international agree-
ments and provides foreign training assistance 
to other customs administrations.

Under Browning’s leadership, the Of-
fice of International Affairs became more 
involved in thwarting proliferation of weap-
ons of mass destruction and related materi-
als. The office also continued to expand its 
activities at the World Customs Organiza-
tion in Brussels.

Browning watched the office increase 
from 70 people with a $ 14-million annual 
budget to an operation of 265 people with a 
$90-million annual budget.

The activities of the Office of Interna-
tional Affairs have continued to expand. 
Customs recently opened new investiga-
tive offices in New Delhi, India; Sao Paulo,

Brazil; and Manila in the Philippines.
“Clearly, the Office of International Af-

fairs has gotten the reputation as a global 
organization that gets the job done,” Brown-
ing said.

During his time in the Office of Interna-
tional Affairs, Browning also got a taste of 
the deputy commissioner’s role in the 
agency. Then acting Commissioner Banks 
named Browning the acting deputy com-
missioner for seven months in the late 1990s. 
Browning returned to the Office of Interna-
tional Affairs afterCommissioner Raymond 
Kelly took charge of Customs.

Browning expects his experience in the 
Office of International Affairs to come in 
handy in assisting Bonner with multina-
tional customs issues, which have risen to 
the forefront in the post-Sept. 11 environ-
ment. Customs wants to counter terrorist 
activities through improved supply chain 
security, which reaches back to the cargo’s 
point of origin.

“We need to emphasize the importance 
of having common solutions with other 
governments and customs administrations 
on supply chain security,” Browning said. 
“It will remain at the top of the agenda.”

Prior to his appointment to deputy com-
missioner, Browning was assigned for seven 
months as acting assistant commissioner 
for the OR&R. He described the experience 
as “completing a full circle” in his career at 
the agency, but this time he was told by 
Bonner to improve the operation.

In recent years, OR&R has been criticized 
by importers for taking 120 days or more to 
issue certain types of rulings related to clas-
sification and value of merchandise. Bonner 
wants to reduce this wait-time to 90 days or 
less. There are about 900 rulings pending in 
OR&R of which about 800 falls within the 
more-than-90-day backlog.

Browning’s time at OR&R, although short, 
was well spent. OR&R had successfully 
closed out more than 600 backlogged cases. 
Most of the backlog involves requests for 
general classification and textile rulings.

Browning also implemented operations 
standards and a new time management tool 
similar to what’s already used by private law 
firms. Both changes will help OR&R pin-
point weaknesses in the rulings process and 
direct resources for improvements.

“There’s a sense of professionalism in 
OR&R that’s appropriate,” Browning said. 
“I believe we have placed things on the 
right track here.”

But improvements to OR&R are still 
largely underway, and Browning plans to 
stay on top of them as deputy commissioner. 
“Just because I move from the third floor to 
the fourth floor doesn’t mean I will let this 
reform process go,” Browning said. ■
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IMO focuses 
on ship/port interface

United Nations agency takes lead role 
in international maritime security.

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

The International Maritime Organi-
zation is working on a tight sched-
ule to introduce new international 

maritime security rules.
Following the Sept. 11 terrorist attacks 

in the United States, IMO began reviewing 
measures to combat acts of violence and 
crime at sea. At its 22nd assembly last 
November in London, where IMO has its 
headquarters, the organization agreed to 
schedule a conference on maritime secu-
rity for this December “to adopt new regu-
lations to enhance ship and port security 
and avert shipping from becoming a target 
of international terrorism.”

In preparation for the December confer-
ence, an “intersessional working group” 
on maritime security met Feb. 11-15 and 
submitted recommendations to the forth-
coming May session of IMO’s maritime 
safety committee. The United States sent 
some 25 delegates to attend the February 
meetings of IMO on security.

“After the first meetings we had in Feb-
ruary, we seem to be relatively on sched-
ule,” said Flartmut Hesse, deputy director, 
head of the navigational safety and mari-
time security section. “We achieved more 
work than anticipated.”

The intersessional working group on 
maritime security produced detailed rec-
ommendations on maritime security that 
covered ship security and port security. 
They proposed amending chapter XI of 
IMO’s International Convention for the 
Safety of Life at Sea (SOLAS convention) 
and incorporating a new “international se-
curity code” (see “IMO working group 
recommendations”). Some requirements 
to enhance security will be mandatory, and 
others will be recommendations, Hesse 
said.

In May, IMO’s maritime safety commit-
tee will have to “take the principled deci-
sions” related to maritime security, Hesse 
said.

IMO member governments will then

Hartmut Hesse
deputy director, 

International Maritime Organization

meet in December as part of a diplomatic 
conference that has the power to adopt the 
new international maritime security rules. 
If chapter XI of IMO’s International Con-
vention for the Safety of Life at Sea needs 
to be amended, only a diplomatic confer-
ence can adopt such changes.

However, Hesse said an expanded IMO 
maritime safety committee could also adopt 
lower-level maritime security changes 
without a full diplomatic conference.

Multilateral Approach. IMO is the
United Nations agency entrusted with mari-
time safety and security issues (see “IMO: 
a maritime safety body,” page 18).

Because 161 countries belong to the 
organization, its conventions or agreements 
can have near global effect on maritime 
trade, but such conventions must be imple-
mented by member states.

Lebanon, Iran, Libya, Sri Lanka and 
Saudi Arabia are members of IMO. Af-
ghanistan isn’t.

IMO has no powers to enforce conven-
tions, and its decisions are generally based 
on consensus.

“It’s very unlikely major opposition will 
come forward” against adoption of inter-
national maritime security rules, Hesse said, 
though it can’t be ruled out that some 
countries may not implement the rules.

There will be a transition period be-
tween the adoption of proposed new provi-
sions on maritime security, under IMO 
conventions, and their date of entry into 
force. This will give national administra-
tions time to prepare for changes, Hesse 
said. IMO also established a technical co-
operation project to assist national admin-
istrations in implementing new rules.

While the maritime security issue has 
been championed by the U.S. administra-
tion, the international shipping community 
has applauded multilateral, inter-govern- 
ment efforts to jointly tackle the issue.

“IMO for us is crucial,” John C. Lyras, 
president of the Union of Greek Shipown-
ers. “You can’t have different (security) 
regulations pertaining to different trades. 
It would stop the trade.”

“The U.S. suffered the attack, but it’s 
important for all the world to protect their 
ports and ensure that cargo and ships have 
been checked in a way that’s practical and 
not disruptive to trade,” he added.

“It is appropriate for the IMO to be the 
lead organization to coordinate efforts 
aimed at enhancing security in the mari-
time environment,” said Thomas Timlen 
of the Baltic and International Maritime 
Council’s services division. “The IMO has 
become recognized as the world's regula-
tory body for maritime trade.”

“The United States has sought a multi-
lateral approach through the IMO, which, 
if it succeeds, would result in harmonized 
measures applied internationally,” Timlen 
said. “By drawing all the world’s maritime 
nations into the process, charges of 
‘unilateralism,’ which were heard after the 
introduction of 1990 Oil Pollution Act 
would be avoided.”

Timlen said BIMCO is pleased to see 
that the U.S. seaport security law package 
includes closer scrutiny of security arrange-
ments at seaports. Although the theme of 
these efforts is “antiterrorism,” they should 
help to reduce more frequent maritime and 
port crimes, such as drug smuggling, mi-
grant smuggling, stowaway boardings and 
armed robbery, BIMCO said.

BIMCO believes the IMO has brought 
other international organizations into the 
security effort. For example, the World 
Customs Organization, the International 
Labor Organization and the Organization 
of Economic Cooperation and Develop-
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ment are all assisting IMO in pursuing the 
goal of reducing the risk of terrorists using 
or targeting ships, Timlen said. BIMCO 
has observer status with IMO.

“The IMO serves a very important role,” 
said Christopher Koch, president and chief 
executive officer of the 
World Shipping Council, 
the Washington, D.C.- 
based shipping lines’ as-
sociation. “The obvious 
best way to address this 
maritime security issue is 
through international ap-
proaches.” Koch

“The IMO is trying to blunt the unilat-
eral dynamic in the United States,” Koch 
said. “But if the IMO doesn’t produce 
positive results, I’m afraid the United States 
will take unilateral action.”

IMO Jurisdiction. How much of the 
chain concerning the shipment of cargoes 
does IMO cover under its jurisdiction?

“If you’re talking maritime security of 
ships, it necessarily comes 
under the scope of IMO,” i f  
Hesse said. But no global 
agency is formally in 
charge of port security, 
he added

“There is a bit of a 
void,” he said. “Since 
most of the provisions of 
ships impact on ports, 
there is a need for IMO to 
regulate this particular (ship/ 
port) interface.”

In February, the IMO working group on 
security decided to narrlowly define port 
security, covering only the direct threat 
that could come from the port to the ship.

“Going further into port security, there 
are other agencies,” Hesse said. The Inter-
national Labor Organization, for instance, 
looks after port workers, and the World 
Customs Organization is involved in “more 
general cargo security issues.”

The International Labor Organization is 
working on regulating verifiable identifi-
cation documents for seafarers.

Hesse said the IMO will cooperate with 
these agencies on security issues. It will 
also talk with non-governmental organiza-
tions involved in the port industry, such as 
the International Association of Ports and 
Harbors and the International Cargo Han-
dling Coordination Association.

“Naturally, our main interest at IMO is 
ship security,” Hesse said. “But you can’t 
have a secure ship without a secure port.” 

Hesse said the IMO has already dealt 
with measures that touch on port security, 
such as aspects related to the unloading of

dangerous goods in port under the Interna-
tional Convention for the Safety of Life at 
Sea.

Ships must have security plans that are 
compatible with the ports’ own security 
plans, he said.

“How far these port security plans and 
the infrastructure hardware (will go), that’s 
left to the national administrations to ful-
fill,” he said. Hesse cited potential require-
ments at national level for screening 
equipment, fences and port access restric-
tions.

Industry Concerns. Koch said the U.S. 
Coast Guard and IMO “have shown a good 
faith effort to address the issues.”

“I think the Coast Guard has been effec-
tive in the IMO because it’s clear in the 
IMO that the Coast Guard speaks for the 
United States,” he said. “The IMO will 
obviously deal with the ship systems issues 
regarding security. It’s a little less clear 
what the IMO’s role will be on port secu-
rity and even less clear on container-level 

security measures.”
\ k  In fact, the shipping lines
V of the World Shipping 

Council have expressed 
serious concerns about 
the lack of a “unified co-
ordinated strategy” to ad- 
dress the issue of 
maritime security.

“The first and most fun-
damental requirement of 

‘getting it done’ is for the gov-
ernment to clearly establish who is in charge 
of what,” Koch said at the recent confer-
ence of the Institute for Foreign Policy 
Analysis and The Fletcher School of Law 
and Diplomacy.

“With respect to ship and port security, 
the Coast Guard would seem to be clearly 
in charge,” he said. “With respect to con-
tainer security issues, clear responsibility 
has not been assigned. The resulting con-
fusion is not only slowing the development 
and implementation of an effective gov-
ernment response, it is confusing foreign 
governments, as well as carriers and ship-
pers, all of whom are essential actors in the 
effort to better protect international trade.” 

Koch said the U.S. Coast Guard and the 
Customs Service have looked at a system 
that allows the government “to screen cargo 
containers before they are put on ships 
sailing for U.S. ports.”

“Such a system may have reciprocal 
rights for our trading partners, such as the 
agreement that the Customs Service re-
cently reached with Canada,” Koch said. 
“Today, Customs handles the ‘trade’ as-
pects of these international cargo move-

IMO working group 
recommendations
The IMO maritime safety 

committee’s intersessional working 
group on maritime security, which met 
on Feb. 11-15, proposed these recom-
mendations for the May 2002 meeting 
of the maritime safety committee:

(1) Accelerate the implementation 
schedule for the mandatory fitting of 
“automatic identification systems” for 
all ships of 500 gross tonnage and 
above, on international voyages.

(2) Amend chapter XI of IMO’s 
International Convention for the Safety 
of Life at Sea (SOLAS convention) to 
include special measures for maritime 
security.

(3) Require all ships of 500 gross 
tonnage and above engaged in interna-
tional voyages to carry “ship security 
plans.”

(4) Require a “ship security officer.”
(5) Require a “company security 

officer.”
(6) Require “port facility security 

plans,” addressing only the ship/port 
interface, and stipulate to which ports 
these would apply.

(7) Require “port vulnerability as-
sessments,” and offer guidance/crite-
ria for port vulnerability assessments 
based on the existing level of threat.

(8) Act on the need for up-to-date 
seafarer identification documents.

(9) Considerthat “full transparency 
of ownership information was desir-
able, but could be difficult to achieve;” 
nevertheless the owner of a ship needs 
to be defined in future, bearing in mind 
that many IMO instruments place re-
sponsibilities “on the shipowner, who 
may, however, not be easy to iden-
tify.”

(10) Request relevant IMO com-
mittees to consider means for provid-
ing a capability for seafarers to activate 
an alarm to notify authorities and other 
ships of a terrorist hijacking.

(11) Cooperate with the World Cus-
toms Organization on the question of 
container inspection and ensure “that 
the effective and efficient flow of 
multimodal cargo is maintained, in 
spite of the need for cargo security.”

(12) To consider the issue of mari-
time security equipment to prevent un-
authorized boarding in ports and at 
sea.
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IMO: a maritime safety body
LONDON

The International Maritime Organi-
zation is a United Nations agency cre-
ated under a convention of 1948.

The purposes of London-based 
agency, as summarized by Article 1(a) 
of the convention, are “to provide ma-
chinery for cooperation among govern-
ments in the field of governmental 
regulation and practices relating to tech-
nical matters of all kinds affecting ship-
ping engaged in international trade; to 
encourage and facilitate the general adop-
tion of the highest practicable standards 
in matters concerning maritime safety, 
efficiency of navigation and prevention 
and control of marine pollution from 
ships.”

Initially called the Inter-Governmen- 
tal Maritime Consultative Organization, 
the agency was renamed IMO in 1982.

The IMO’s focus is the adoption of 
international maritime legislation. About 
40 conventions and protocols have been 
adopted by the organization.

The agency started its work in 1959. 
IMO’s first task was to adopt, in 1960, a 
new version of the International Con-
vention for the Safety of Life at Sea 
(SOLAS), the most important of all trea-
ties dealing with maritime safety. IMO 
also worked on issues related to the 
facilitation of international maritime traf-
fic, load lines, the carriage of dangerous 
goods, and pollution.

Following the oil spill disaster of the 
“Torrey Canyon” in 1967, IMO intro-
duced measures to prevent tanker acci-
dents and minimize their consequences, 
including the International Convention 
for the Prevention of Pollution from Ships 
of 1973. Two IMO treaties were also 
adopted, in 1969 and 1971, which en-
abled victims of oil pollution to obtain 
compensation more simply and quickly 
than before.

Other IMO measures have concerned

the safety of containers, bulk cargoes, 
liquefied gas tankers and other ship types. 
Other IMO regulatory concerns are crew 
standards, standards of training of sea-
farers, certification and watch-keeping.

The effectiveness of IMO conventions 
has been restricted by two factors: the 
failure of some member states to imple-
ment them, and the long gestation period 
from the time the IMO agrees upon a 
maritime convention to the time it “en-
ters into force” and is implemented by 
national governments. The IMO itself 
has no powers to enforce conventions.

IMO has introduced measures to as-
sist “flag States” (the countries whose 
flag a ship flies) and encouraged the 
establishment of regional port state con-
trol systems, under which ships going to 
foreign ports are inspected to ensure that 
they meet IMO standards. IMO has also 
developed a technical cooperation pro-
gram to assist governments that lack 
technical knowledge and resources.

IMO conventions enter into force an 
average of five years after adoption and, 
in early conventions, amendments to 
international IMO conventions came into 
force only after a percentage of contract-
ing states, usually two-thirds, had ac-
cepted them.

To speed up the implementation of 
agreed amendments to conventions, the 
IMO introduced a procedure involving 
the “tacit acceptance” of amendments 
by member states. Instead of requiring 
that an amendment shall enter into force 
after being accepted by, for example, 
two-thirds of the parties, the tacit accep-
tance procedure provides that an amend-
ment shall enter into force at a particular 
time unless before that date, objections 
to the amendment are received from a 
specified number of States.

IMO has a staff of 300 people. There 
are 161 member states in the organiza-
tion.

Thomas Timlen
services division,

Baltic and International 
Maritime Council

“The United States 
has sought a m ultilateral 

approach through the IM O  
which, i f  it succeeds, 

would result in harm onized  
measures applied  
in ternationally”

ments, and the commissioner of Customs 
has actively embarked upon the develop-
ment of two container security programs 
— a Container Security Initiative (CSI) 
and the Customs Trade Partnership Against 
Terrorism (C-TPAT). Ocean carriers are 
working with the agency in these efforts.

“But what agency is responsible for man-
aging the trade consequences should there 
be an incident?” Koch asked.

“If we are ever faced with a terrorist use 
of a container, what agency is responsible 
for determining what is done to keep inter-
national trade flowing? Customs Commis-
sioner (Robert) Bonner has indicated, as 
have Coast Guard officials, that the U.S. 
government response, presumably led by 
the Coast Guard, could well be to close 
U.S. ports. What would be required to 
reopen them and who would make the 
decision to do so?”

Koch said that these questions remain 
unanswered.

There is also industry skepticism that 
proposed U.S. administration efforts to 
“push the borders” of cargo inspections to 
overseas ports may not get the required 
backing of other countries in the Middle 
East and other vulnerable areas.

“Consider the negotiations with foreign 
ports and governments that will be so es-
sential to effectively implementing an ex-
tended security program. It is clear the 
Coast Guard is the responsible U.S. gov-
ernment agency for vessel security issues,” 
Koch said. But he asked; “On container 
security and port security, who speaks for 
the United States?”

The World Shipping Council believes 
that international cooperation is necessary 
to effectively and comprehensively extend

enhanced security to international supply 
chains.

“This is a task that requires U.S. leader-
ship because America is the largest trading 
nation in the world,” Koch said. “How-
ever, the United States government cannot 
extend security to foreign ports and places 
without other nations’ engagement and 
agreement.”

Koch praised the U.S. Coast Guard for 
having done “an outstanding job” of get-

ting the IMO to deal with many of the 
issues involved, especially those involving 
ships and ships’ interface with the landside 
terminals.

“That same kind of initiative needs to be 
taken with our trading partners to address 
the remainder of the issue of establishing 
an effective system to prescreen and, if 
deemed necessary, check containers be-
fore they are loaded onto ships,” he said.

Is maritime security — as opposed to
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APL: Security means 
‘risk profiling’

Planned security rules will mean change, but inspections 
should only be exception-based, A P L ’s Hamlin says.

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

maritime safety — a relatively new issue 
handled by IMO?

“Yes and no,” Hesse answered.
In 1986, following the hijacking of the 

Achille Lauro cruise ship and its 400 pas-
sengers and crew by Palestinian terrorists 
in the Mediterranean, IMO prepared port 
security requirements for passenger ships.

In 1988, IMO also adopted the Conven-
tion for the Suppression of Unlawful Acts 
against the Safety of Maritime Navigation 
and the Protocol for the Suppression of 
Unlawful Acts against the Safety of Fixed 
Platforms Located on the Continental Shelf, 
1988 (called the SUA treaties).

Hesse said many provisions that have 
been applicable only to passenger ships 
will be transferred to a new IMO maritime 
security code.

Maritime security is not new for IMO, 
but it has become a more burning issue.

“In the urgency and in the details, now 
we’re dealing with all kinds of ships and all 
kinds of ports,” Hesse said.

Implementation Schedule. Hesse 
predicts that new maritime security rules 
could be adopted in December, deemed to 
be accepted if not opposed by member 
states in about January 2004, and enter into 
force in July 2004. That’s quick by IMO 
standards, and is seen as indicative of the 
urgency of the security issue.

“There is also the possibility of an accel-
erated procedure, if decided by the diplo-
matic conference,” Hesse said. Under this 
procedure, new maritime security rules 
could become effective in January 2004.

Once maritime security requirements are 
agreed, Hesse anticipates that IMO could 
send technical teams to individual member 
countries to help train their administra-
tions and their trainers.

IMO can help with the “software” of 
such changes, but not the “hardware,” Hesse 
said. IMO has no funds to help govern-
ments acquire new security equipment.

However, Hesse said that, through IMO 
or through the World Bank, donors can be 
approached to help poor countries finance 
the acquisition of equipment.

“We are not requiring all ports to intro-
duce the same level of requirements, the 
same equipment — this will depend on the 
level of (security) threat,” Hesse stressed.

After a port vulnerability assessment, 
national governments “will decide at which 
threat level the port is operating,” and 
make security requirements accordingly, 
he predicted.

Criteria for vulnerability should include 
whether liquefied natural gas or petroleum 
carriers use the port, and whether thousands 
of passengers go through the port.

As a shipping line and a marine 
terminal operator, APL is involved 
on multiple levels in implement-

ing past and future cargo security proce-
dures.

APL has participated in, and watched, 
the many debates on security issues held by 
the U.S. Department of Transportation, Cus-
toms Service, Coast Guard, and industry 
groups like the World Shipping Council.

“This is an evolving is-
sue,” said William A.
Hamlin, president of 
APL’s North America re-
gion. “At this time, we 
don’t have any specifics 
over what the regulatory 
agencies will require.”

But Hamlin believes 
that one common thread will likely run 
through the new security rules: Risk profil-
ing.

“A lot of this will be done on an excep-
tion basis,” he said. “It’s impractical to 
think that every container will be inspected.”

If a shipping line or shipper stays within 
certain parameters, “the ship won’t be de-
tained and the container won' t be inspected,” 
Hamlin said.

Customs will be looking mainly for proof 
that the container seal has not been tam-
pered with, according to APL. Regulatory 
agencies are reviewing different types of 
secure seals, and looking at systems to 
ensure that each seal has a unique number 
and can be neither duplicated nor forged, 
Hamlin said.

“If that integrity has been broken on the 
way, then the container will be inspected,” 
he said. “Customs will probably be the lead 
in what will be looked at.”

Hamlin predicts that Customs will set up 
databases to determine the need for cargo 
inspection.

APL has sought to attract the attention of 
regulatory agencies on the need to keep com-
merce flowing under a new security regime, 
and heed practical aspects of business.

“We try to provide realism,” Hamlin said. 
“It is very difficult to do an inspection during 
operations (in the terminal).” As a principle, 
APL believes that security checks should not 
interfere with operations.

Hamlin used the pre-boarding inspections 
of airline passengers as an analogy. Inspec-
tors may pull one passenger out of a line to 
request a thorough inspection of their bags, 
but they will not stop the other passengers 
from boarding the plane, he said.

The questions that will be looked at by 
agencies to determine the intensity of secu-
rity checks will be whether the shipper is 
new, or the commodity is new, and whether 
there are anomalies, Hamlin said.

“If you’re a regular or normal shipper or 
shipping line, Customs doesn’t spend as 
much time with you,” he said.

Asked whether shipment delays could 
result from enhanced security checks, 
Hamlin replied that a Wal-Mart or similar 
shipper with normal shipping patterns 
wouldn’t see its commerce slowed.

“For the most part, if you’re a regular 
shipper and you’re doing the right things, I 
don’t think people have to make major 
adjustments (to inventory levels),” he added.

Hamlin said some companies have “over-
reacted” after Sept. 11 by deciding to have 
larger bufferinventories. “Companies can’t 
afford to carry too much inventory.”

Yet, APL said enhanced security will 
undoubtedly cost more money, though the 
company could not quantify the extra costs 
involved.

Hamlin agrees with the view of 
policymakers that it is too late to inspect a 
maritime container once it has arrived at a 
U.S. port.

“Customs would like to push back the 
borders to the origin (of cargo),” he said.

There remain questions about how U.S. 
agencies can get their counterparts over-
seas to tighten security at origin.

“There are a lot of people involved,” 
Hamlin said.

Reciprocity agreements are under dis-

Hamlin
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cussion, and all trading partners will realize 
that it is in their interest “to avoid some kind 
of catastrophe,” he said. “I don’t think 
there’ll be many ‘push backs.’ “

Security also concerns access to marine 
terminals and ships, the fencing of facilities, 
identification checks and broad port security 
plans and vulnerability assessment studies.

“I think there will be some type of 
‘credentialing ’ for marine terminals for truck 
drivers and harbor workers,” Hamlin said.

One option is the introduction of biomet-
rics for identification, a method that Hamlin 
described as “emerging technology.”

Security plans by ports are also under 
way, he said.

As a marine terminal operator, APL will 
develop its security plan “whether or not 
required” by law,” Hamlin said.

APL is also developing a security plan 
for its activities as a shipping line.

Since Sept. 11, APL has invested about 
$1 million in heightened security to control 
who has access to its marine terminals and 
vessels.

APL already had security procedures be-
fore Sept. 11, but these have been tightened. 
The company also had a security task force 
before the terrorist attacks, and said it moved 
“very quickly” to review procedures.

“We’ve done a lot of work with railroads, 
particularly CSX and UP,” Hamlin said. 
The company has also worked on perimeter 
security for its container yards.

Hamlin admitted that container shipping 
is largely based on trust between shippers, 
carriers and other organizations involved in 
maritime transportation.

“Containers are pre-sealed,” Hamlin said. 
“We take the word of the shipper that what’s 
in the container is what they say.”

Hamlin said regulatory agencies will put 
the onus on shippers to comply with docu-
mentation requirements, including the dec-
laration of the contents of containers.

Under future rules to enhance security, 
ocean carriers may have to provide the 
vessel’s manifest to Customs earlier than 
they have been doing. “That means disci-
pline for the shipper and discipline for the 
carrier,” Hamlin said.

And all those involved in supply chains 
have a stake in their security from end to 
end.

“Over time, I believe everyone will have 
their own piece of this and will interact,” 
Hamlin said.

Hamlin considers port security as key in 
international maritime transportation secu-
rity.

Several agencies are involved in enhanc-
ing security, particularly the DOT and its 
new Transportation Security Administra-
tion. Customs, the Coast Guard, and the

new Homeland Security Office.
But terminal operators and port authori-

ties, when acting as terminal operators, will 
also be involved in security issues and in the 
development of their port security plans, 
Hamlin said.

After initial delays caused by Coast Guard 
inspections of ships soon after Sept. 11, no 
vessel delays have been occurring, accord-
ing to APL.

“The big unknown is what Customs is 
going to be inspecting,” he said.

APL has received questions from cus-
tomers about its security plans.

They are asking: “What are you doing to

protect our cargo?” Hamlin said.
While predicting that the methodology 

for security checks will be based on risk 
profiling, Hamlin also said that all those 
engaged in the supply chains will have to 
review their processes.

“If s not business as usual,” he said. “It’s 
stricter.”

Hamlin expects policymakers to an-
nounce new security rules in the next few 
months.

There should also be a “reasonable, but 
short” time to implement the rules, he said. 
“Security is not just important, but impera-
tive.”

FLEX-PORT

Were flexible. O ur marine terminals specialize in 
efficient bulk and breakbulk cargo handling. Two 
direct rail carriers give you quick access to U.S. 
and Canadian markets. And our 300-acre 
Columbia riverfront industrial property is the 
perfect site for your new facility. Find out more!

m
Call Today.

Port of Longview
(360) 425-3305 • fax (360) 425-8650 
e-mail: marketing@portoflongview.com 
on the web at www.portoflongview.com
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Terminal troubles
Container terminal operators worry about cost 

and extent o f  security procedures.

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

After the terrorist attacks of last fall, 
no one questions the need for addi 
tional security at marine cargo ter-

minals and greater scrutiny of containers.
How to achieve both without ruinous 

cost or unacceptable delays in cargo flow 
are issues that have proven especially trou-
bling for container terminal operators.

“Personnel and facility security are not 
unattainable goals, if the cost of 
credentialing is bom by the government, or 
spread among those who are getting cre-
dentials,” said Brian Maher, chairman and 
chief executive officer, Maher Terminals 
Inc., in Jersey City, N.J.

“Securing the country against the un-
wanted intrusion of weapons through ports, 
that’s another ball game. The answer to that 
does not lie in marine terminals,” Maher 
said.

“There isn’t any technology out there 
that we’ve seen that would accomplish both 
objectives: the unimpeded flow of com-
merce, and a higher degree of physical 
inspection of containers,” said Douglas 
Tilden, president and chief executive of-
ficer of Marine Terminals Corp., in Oak-
land, Calif.

“Lots of people are floating lots of ideas 
around, but I haven’t seen anything that we 
could put in our gates that wouldn’t signifi-
cantly affect the velocity of cargo moving 
through our facilities,” Tilden said.

“Anything that is done now in addition to 
the normally accepted practices of pmdent 
operations and port security is going to 
result in some additional cost,” said Amo 
Dimmling, senior vice president and chief 
operating officer, CSX World Terminals, 
in Charlotte, N.C.

“Our industry can’t possibly absorb those 
additional costs and still be able to operate 
in any kind of a profitable manner,” 
Dimmling said.

Coast Guard Readiness. The House 
of Representative’s Maritime Transporta-
tion Antiterrorism Act of 2002 (H.R. 3983) 
is a menu of items without recipes, leaving 
generalized implementation in the hands of 
the U.S. Coast Guard. There’s precedence 
for that: federal law authorizes the Coast

“Lots o f  people are floa tin g  
lots o f  ideas around, 

but I  haven’t seen anything  
that we could p u t in our 

gates that w ouldn’t 
significantly affect the 

velocity o f  cargo moving  
through our facilities

Douglas Tilden
president & CEO,
Marine Terminals Corp.

Guard to regulate the handling of danger-
ous cargo at waterfront facilities.

“The nation’s marine commerce infra-
structure, known as the U.S. Marine Trans-
portation System, has long been a 
Department of Transportation priority,” said 
Capt. Craig E. Bone, Coast Guard Captain 
for the Port of New York, testifying at a 
hearing in Elizabeth, N.J. on March 26. “It 
handles more than 2 billion tons of freight 
each year. The vast majority of the cargo 
handled by this system is immediately 
loaded onto, or has just been unloaded 
from, railcars and truck beds, making the 
borders of the U.S. seaport network espe-
cially abstract and vulnerable, with ... nu-
merous and varied linkages to our nation’s 
rail and highway systems.

“Our tools include vessel escorts and 
limited use of sea marshals, as well as 
armed random security patrols within the 
port and around critical infrastructure,” 
Bone said.

The Coast Guard’s highest state of secu-
rity, he noted, is called Level III, in effect 
“when the commandant determines that the 
threat of an unlawful act against a vessel or 
terminal is probable or imminent, and intel-
ligence indicates that terrorists have chosen 
specific targets.”

Some terminal operators would prefer 
that sea marshals making impromptu in-

spections be the only armed personnel on 
their premises.

“In today’s world, terminal operators 
really don’t want to have to employ and 
train armed guards, have them credentialed 
properly, and then bear the responsibility 
for their prudent judgment,” Dimmling said.

‘Watching Services.’ Maher noted that 
“all of the terminals are going to have to 
provide more effective perimeter control, 
which would include personnel identifica-
tion at the entry points. But I don’t under-
stand why that would have to cost millions 
more, assuming, of course, that the 
credentialing is done and paid for by either 
the federal government, or paid by some 
kind of user fee.

“If the industry were to be required to pay 
for background checks and credentialing of 
all the people that would enter the facilities 
—truckers, longshoremen, and anyone else, 
that could be very expensive,” he said. “It 
could be the equivalent of underwriting a 
police force.”

In Maher’s view, “there are two distinct 
issues here. They are not necessarily equal 
in terms of their value to preventing some 
catastrophic event.

“One issue is the security of individual 
terminal facilities. I don’t think any termi-
nal provided genuine security prior to Sept. 
11. What we provided before then we used 
to call ‘watching services,’ ” he said. “We 
were watching cargo, making sure it didn’t 
disappear. We weren’ t really providing tight 
security for a terminal. That, obviously, is 
changing.”

“Facility security is going to be the bur-
den of terminal operators, whether they are 
ports authorities or private companies,” 
Maher said. “I see that has an additional 
burden on us, yes — but I don’t see it as an 
enormous expense of untold proportions.”

“The other issue is this: how do you 
determine that the cargo manifested to be in 
containers, especially import containers, is 
in fact what is manifested?” he asked. “It’s 
a whole different problem, and a much 
more serious one from the standpoint of the 
vulnerability of U.S. citizens.”

Certifying Shippers. AlthoughMaher 
is uncertain of a solution, “I hear people 
talking about extending the borders over-
seas, and certificating individual shippers 
whose containers would then not receive 
further scrutiny.

“By the time a container reaches the 
U.S., potentially it’s too late to do some-
thing about a weapon of mass destruction,” 
Maher said.

“A third issue is control of people com-
ing in and out on the ships themselves.
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Impact of House Antiterrorism Act on ports
The Maritime Transportation Antiter-

rorism Act of 2002 (H.R. 3983) would 
require the U.S. Coast Guard to conduct 
vulnerability assessments of U.S. ports.

“The results of the assessments will be 
used to implement a national transporta-
tion planning system, consisting of a 
comprehensive national plan, specific 
area plans, as well as local vessel and 
marine facility plans, all tailored for the 
sole purpose of deterring a catastrophic 
event to the greatest extent possible,” the 
bill’s sponsor, Rep. Frank LoBiondo, R- 
N.J., chairman of the Coast Guard & 
Maritime Transportation Subcommittee, 
said at a public hearing last month in 
Elizabeth, N.J.

Among H.R. 3983’s details, the bill 
would impact terminal operators by:

•  Allowing the under secretary of 
transportation for security to provide fi-
nancial assistance for enhanced facility 
security to implement a maritime antiter-

rorism plan approved by the Coast Guard, 
or an interim measure required by the 
Coast Guard. For each of fiscal years 
2003, 2004, and 2005, $75 million is 
authorized for the grants.

•  Requiring by no later than June 30, 
2003, that the under secretary of security, 
in consultation with the Transportation 
Security Oversight Board, develop and 
maintain an antiterrorism cargo identifica-
tion and screening system for container-
ized cargo shipped to and from the United 
States, either directly or via a foreign port. 
The under secretary must also develop 
performance standards to enhance the 
physical security of shipping containers, 
including standards for seals and locks.

•  Amending the Ports and Waterways 
Safety Act to allow the dispatch of trained 
and qualified armed Coast Guard person-
nel, commonly called “sea marshals,” on 
facilities and vessels to deter or respond 
to acts of terrorism.

That’s not something terminal operators 
have any control over— nor I think, should 
they have any control over. That’s for U.S. 
Customs, the INS (Immigration and Natu-
ralization Service), and the U.S. Coast Guard 
— or some combination thereof — to 
handle,” Maher said.

“I don’t believe that the ports themselves 
are terrorist targets in the same way they 
might be targets if you were dealing with 
antagonistic nation-states. Countries that 
might take military action (against the 
United States) would try to eliminate ports, 
but terrorist activities are different, and 
ports are not that sexy.

“There aren’t that many people or struc-
tures in most port facilities to be a target in 
or of themselves,” Maher said.

Intermodal Threat. Maheragrees with 
Richard Larrabee, port department director 
of the Port Authority of New Y ork and New 
Jersey, that a port should not have to take on 
the role of opening and inspecting cargo.

“On Sept. 11, the world witnessed the 
use of civilian transportation as a weapon to 
destroy property and take the lives of thou-
sands of innocent people,” Larrabee said, 
testifying before the House Transportation 
and Infrastructure Subcommittee on Coast 
Guard and Maritime Transportation, on 
March 13.

In Larrabee’s view, U.S. maritime trans-
portation is equally vulnerable.

“The largest threat in the maritime indus-
try may not be a rogue vessel slamming into 
a bridge, but an intermodal container being 
used to transport a weapon of mass destruc-
tion,” he said.

“That’s my thought, too,” Maher said. “I 
think it is a more serious risk than terrorists 
attacking port facilities.”

Security Standards. To transport a 
container, a typical cargo transaction will 
have as many as 25 different parties in-
volved — buyers, sellers, banks, insurance 
companies, inland carriers, both road and 
rail on both sides of the water, at least two 
seaports, ocean carriers, and consolidators, 
Larrabee testified.

“Three other components must also be 
understood: the flow of money, the flow of 
information and data on the shipment, and 
the transfer of accountability that all must 
occur in order for the cargo to be deliv-
ered,” he said.

“Today, there are no security standards 
when loading a container at the manufac-
turer or consolidator’s warehouse, often 
well inland of a seaport. There are no secu-
rity standards for the seals that are put on 
containers. Cargo is transferred from one 
mode of conveyance to another, and there

are no standards for how that is done, or 
accountability for the integrity of the con-
tainer as it changes hands,” Larrabee said.

“Foreign seaports are not held to certain 
security standards. An authorized shipper is 
not held accountable to know exactly what is 
in a container, where it is in the supply chain, 
and to report on its contents. Shipping papers 
do not have to be complete and accurate until 
after the cargo arrives in the U.S.

“We believe that efforts must be taken to 
verify the contents of containers before they 
are even loaded on a ship destined for a U.S. 
port,” Larrabee said. “The absolute last line 
of defense in container security should be the 
screening, detection and inspection of ‘tar-
geted’ containers when they arrive in the 
U.S.”

Chaotic Delays. “Every container des-
tined to enter or pass through the U.S. should 
be treated as a potential weapon of mass 
transportation,” Rob Quartel, chairman and 
CEO of Freightdesk Technologies, told the 
Senate Committee on the Judiciary’s Sub-
committee on Technology, Terrorism and 
Government Information on Feb. 26.

“The point is how to insure that legiti-
mate cargo is not unnecessarily delayed as 
we introduce security measures,” said Adm. 
James Loy, commandant of the Coast Guard.

“We are not impeded by delays now, but 
we’d feel a delay immediately if, all of a 
sudden, 50 or 60 percent of all cargo had to 
be inspected,” Maher said.

“Ships discharge containers, with three 
or four cranes working, at the rate of 150- 
200 an hour. How can you X-ray 200 con-
tainers an hour? How many scanners would 
be needed for that?” he asked. “Since X-ray 
screens don’t indicate much more than a 
change in density of the freight inside a 
container, the alternative is inspection by 
stripping containers.”

“In the case of our company alone, we 
handle 10,000 import loads a week. How 
could we strip 5,000 containers and restuff 
them? We’ve just tom down all of our 
warehouses, so we physically don’t have 
any place to do that,” he said.

How would Maher Terminals recoup 
costs for such activities? “We’re a service 
business. We’d look to pass it on to those 
whom we serve,” he said.

“I think what would make that impracti-
cal, even if you assumed that someone 
could pay for it, is that the country would 
come to an economic halt if 50 or 60 per-
cent, or some larger percentage of the freight 
had to be inspected before it moved through 
ports,” he said.

Maher said the issue of security “has to 
be solved either through technology, or 
some combination of technology — better 
screening or better X-Ray equipment — 
and certification of shippers.”

“Years ago, Customs used to verify that 
cargo was ‘as manifested,’ ” Maher said. 
“They’d open the backs of containers to see 
if a load of footwear really was shoes. Then,
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“I f  the industry were 
to be required to pay  

fo r  background checks and  
credentialing o f  a ll people  

that would enter the 
facilities  —  truckers, 

longshoremen, and anyone 
else  —  that could be 

expensive. It could be the 
equivalent o f  underwriting  

a police force.”

Brian Maher
chairman & CEO,
Maher Terminals Inc.

they decided to go to a selectivity process. 
Instead of inspecting the containers of a 
responsible shipper week after week after 
week, Customs finally said, ‘O.K., we don’t 
have to pay attention to him more than once 
a year.’

“But checking containers abroad on a 
random basis doesn’t solve the problem 
that when a container gets here, it may be 
too late,” Maher said. “I don’t believe it is 
the responsibility of any single component 
of the private sector to pay the cost of 
protecting the entire country.”

“The fact that these containers move 
through marine terminals shouldn’t mean 
that terminals have to pay for the extraordi-
nary protection the nation requires, if that 
proves to be the case.

“Something has to be done to insure a 
container is safe before it gets to the termi-
nals,” he said. “Any security grid imposed 
dockside at the terminal, will be ineffective 
and chaotic. If it’s anything more than in-
spections done on a selectivity basis, as Cus-
toms does with their own inspections now, it 
will become a very serious economic issue 
for the country, very fast. The capacity of 
ports to move imported goods into the coun-
try will be reduced dramatically.”

No Practical Scanning. Tilden’s per-
spective “is that it’s two separate issues. 
One is the physical security of container 
terminals. I don’t see the terminals them-
selves being very attractive targets for ter-
rorism.

“The much bigger issue is the integrity of 
containers and cargo,” Tilden said.

“Costs for stricter security will wind up

being divided between various constituents 
in the container terminals,” he said. “There 
will be enormous cost involved in doing 
any sort of physical checking of container 
content. We can’t bear that ourselves.

“Moreover, there isn’t a practical way to 
meaningfully scan a significant percentage 
of the container population without com-
pletely stopping international commerce,” 
Tilden said. “Look at it from the perspec-
tive of major ports, such as Los Angeles- 
Long Beach or even New York. If you took 
a 10- or 20-percent decline in velocity 
through a facility ’ s gates, you’d bring those 
ports to their knees in no time.”

Early Peak Season. WhenWestCoast 
terminals see the annual crush of peak- 
season cargo, “terminals operate right at the 
razor’s edge of congestion,” Tilden said. 
“If you then superimposed some sort of 
physical scanning of containers moving 
through the gate in any sort of meaningful 
quantities, then basically trade would stop. 
There will be certain chaos if things go too 
far in that direction.”

“Peak-season, we’re already on the edge. 
If you think back to the Union Pacific 
meltdown in 1997, you can see how critical 
these things can get very quickly,” he said, 
referring to congestion caused by the Union
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Pacific-Southern Pacific merger.
Tilden is skeptical of those who would 

try to inspect a container at its point of 
origin, especially in Asia.

“A lot of containers don’t even originate 
in a foreign facility,” he said. “For example, 
goods coming into Hong Kong often come 
down the Pearl River by barge from a little 
factory in China. Who’s going to certify 
that the container involved has ever been 
inspected? And more to the point, who’s 
going to believe the certification?

“If you have a profile that says, ‘this 
shipper has been moving this type of cargo 
to the U.S. for the last 20 years,’ you prob-
ably aren’t going to be inclined to inspect 
that container much further when it gets 
eventually to the U.S.,” Tilden said.

“If you can reach back to the cargo ori-
gin, profile the cargo or the shipper, and 
attach an electronic seal to the container, 
then you can prove the integrity of that 
container and its contents throughout the 
transportation chain,” he said. “That’s a 
relatively low-cost solution at least to the 
integrity of the container itself, and of the 
manifested cargo, vs. what we have now, 
which is no integrity at all.”

View From Abroad. CSX World Termi-
nals has facilities in 12 foreign locations, 
including Hong Kong, greater China, Aus-
tralia, and Latin America. Any or all of them 
could be the “far point” of computer inspec-
tions.

“While some of our terminals are located 
in areas that are perceived as being less of a 
threat, there is terrorist activity in other 
regions,” Dimmling said.
“The bad guys are pretty intelligent. They 

are going to find a way if there is one. It’s 
prudent business on all our parts to assist 
friendly governments to help prevent them 
from succeeding.”

In Dimmling’s view, the point of inspec-
tion should go one step further back in the 
chain, “so that the inspection occurs in the 
country of origin but not necessarily at the 
port of origin,” he said.

“Putting the entire burden of inspection 
inside of the port compound will disrupt the 
handling in flows of cargo inside the port, 
adding costs and a level of inefficiency in 
those locations,” he said.

“When you talk about taking boxes out of 
stacks and trying to find a place where they 
can be adequately inspected — in many 
marine container facilities today, those kinds 
of warehouse or platform facilities are not 
present, he said. “That has to be done in the 
environs of the port, but it should not be done 
by a terminal operator inside of that com-
plex.”

As for costs, “if this impending security

burden can be handled in the same fashion so 
that a certain level of the onus is put on 
terminal operators, we’d accept that as pru-
dent businessmen and corporate citizens,” he 
said. “But there has to be a true understanding 
by the governments, federal and local, as to 
what portion of that burden they would be 
willing to accept, and how willing they would 
be to work together with us. Ultimately, the 
cost of augmented security will end up going 
back to the rightful owner of the freight, 
meaning the shipper or consignee.”

“Another important issue for us is that of 
stowaways, who might be terrorists, not 
just people seeking political asylum,” 
Dimmling said. “The best that we can ask 
for, at this stage is that, before implementa-
tion of any federal security rules, a suffi-
cient and adequate forum be created so that 
the carriers and terminal operators can have 
their day in court, and work with federal, 
local and foreign authorities to come up 
with a comprehensive plan that satisfies the 
needs of the circumstances, but is fair to all 
of us that have to participate in the fight 
against terrorism.”

An existing example is U.S. Customs’ 
Trade Partnership Against Terrorism, which 
establishes partnerships with importers, 
carriers, brokers, warehouse operators, and

A Florida law developed to keep 
drugs and contraband from enter-
ing the state’s seaports offered an 

outline for national measures to keep ter-
rorism out of all U.S. ports.

The Florida Seaport Security Act, which 
became law July 1, can serve as an example 
for a national seaport security regime, state 
officials and some port directors say.

“I believe that Florida’s Seaport Security 
Act will serve as the nation’s model,” said 
Rick Ferrin, executive director for the Jack- 
sonville Port Authority. “Most of the provi-
sions in the act work to address the terrorist 
threat as well.”

Details of the Florida act mirror mea-
sures in the Senate Port and Maritime Secu-
rity Act, which passed the Senate Dec. 20 
and is awaiting House approval. Both call 
for increased security funding, facility en-
hancements and inter-agency coordination 
and enforcement.

Both are susceptible to the same prob-

manufacturers to improve security along 
the supply chain.

Wish List. Frank M. McDonough, presi-
dent of New York Shipping Association 
Inc., which represents terminal operators, 
stevedores and other maritime groups, 
summed up the concerns of his constituents 
in testimony before the House Transporta-
tion and Infrastructure Subcommittee on 
Coast Guard and Maritime Transportation.

“Any federal port security legislation must 
consider the unique characteristics of each 
port in which it will be implemented,” he 
said. “Security begins at the point of origin, 
not delivery.”

“The present system creates overlapping 
jurisdictions, more than 21 federal agencies. 
Who is boss?” McDonough asked. “That 
needs to be made clear, immediately.”

Basil Maher, Brian’s brother and presi-
dent and chief operating officer of Maher 
Terminals Inc., noted further at the same 
hearing that “legislation must not shift fed-
eral law enforcement obligations to private 
terminal operators, who are not in the law 
enforcement business.” Nor should “legis-
lation must not assess fees or tax terminal 
operators for costs properly borne by the 
federal government.”

lem: Where does the money come from to 
fund these measures?

The Senate bill was under draft by the 
Commerce Committee in August. In its 
original state, it centered on preventing 
cargo theft. But after Sept. 11, it was pulled 
back to include measures to prevent acts of 
terrorism at seaports through increased co-
ordination of law enforcement, advance 
information on cargo prior to entry, and 
federal grants to update port facilities 
through construction and the purchase of 
screening systems.

Drugs. The Florida Seaport Security Act’s 
roots are in drug trafficking, not terrorism. 
The act was motivated by a 2000 study 
conducted by Gov. Jeb Bush’s Office of 
Drug Control, which was authorized by the 
Florida legislature in 1999.

President Bush’s brother made drug in-
terdiction one of his campaign issues in the 
1998 Florida gubernatorial election.

Florida blueprint needs green
S ta te ’s seaport security act introduces na tion’s ports 

to security requirements  —  and the costs involved.

B y  M a r k  M c H u g h
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The study explored security as it related 
to drug trafficking and money laundering at 
Florida’s 14 deepwater seaports.

One key finding was that about 80 per-
cent of smuggling in Florida ports was done 
by people working on-site.

“We found it was inside jobs again and 
again and again,” said Jim McDonough, 
director of the Office of Drag Control for 
Florida. About 150 to 200 metric tons of 
cocaine enters Florida every year, mostly 
through its ports.

McDonough said that, after consulta-
tions with Gov. Bush and others in the state 
government, it was determined that the port 
security legislation should cover not only 
drug interdiction, but contraband as well. 
Consequently, McDonough said Florida’s 
approach to security leaves few gaps, since 
it incorporates several branches of law en-
forcement.

“All of this is based on intelligence, and 
not guesswork. And it’s hooked up with 
state, local and federal authorities,” said 
McDonough, a Vietnam veteran, who was 
director of strategy for the White House’s 
Office of National Drug Control Policy 
from 1996-1999.

The act authorizes the Florida Depart-
ment of Law Enforcement, or any entity 
designated by the department, to conduct 
unannounced inspections to determine 
whether ports are meeting the security act’s 
minimum standards.

The act requires 24-hour monitoring of 
facilities by state-certified security guards.

Recently, Ferrin spoke of a rule in the 
Florida act ordering ports to conduct crimi-
nal background checks on workers going 
back five years. Under the law, if a port 
worker has committed a felony using a 
firearm in the last five years, or if they had 
been involved in trafficking, the use or sale 
of drugs, the port director may deny them 
access to the port. “That means I have the 
discretion,” Ferrin said. “It’s a very valu-
able bit of discretionary authority that’s 
been allowed the port directors.”

And the law does not single the workers 
on the dock or those needing access to 
secured areas, either. Part of the Florida act 
states “A fingerprint-based criminal his-
tory check shall be performed on any appli-
cant for employment, every current 
employee, and other persons as designated 
pursuant to the seaport security plan for 
each seaport.”

In addition to the background checks, 
those workers with access to restricted ar-
eas are required to wear picture ID badges 
at all times when working within restricted 
areas.

Infrastructure requirements range from 
placement of closed-circuit television cam-

eras at main entrances and exits and in areas 
of high risk or high-value cargo at the port, 
to proper fencing and high-mast lighting.

Ferrin noted that the physical fortifica-
tion of ports is important, since in many 
cases, cities have been built around ports, 
and not vice versa. In these scenarios, “there 
is a very ill-defined border between the 
cities and ports,” Such porous conditions 
could water down security efforts.

Funding. It is difficult to find partici-
pants from ports and Congress who would 
disagree that increasing seaport security is 
necessary. Consensus is good, but money is 
even better.

After Sept. 11, seaport security and pro-
grams to fund it have stepped up. Recently, 
the House Transportation and Infrastruc-
ture Committee unanimously approved the 
Maritime Transportation Anti-Terrorism 
Act of 2002. It was slated to go to the House 
floor for a vote in mid-April. The bill autho-
rizes $75 million in grants for enhanced 
security in ports for fiscal years 2003-2005.

Ferrin said the passage of such a bill may 
be enough to fund the new measures, but 
more is needed.

He said to take care of fencing and other 
required enhancements under Florida’s re-
quirements will cost the Jacksonville Port 
Authority $6 million, while staffing of ad-
ditional security personnel and background 
checks will cost another $4 million a year.

“That cost doesn’t happen just once — it 
happens every year,” he said.

At the Port of Miami, the security opera-
tions budget for fiscal year 2002 is $4.4 
million.

“Our actual costs, with 
rity, are running twice that 
amount,” said Charles 
Towsley, port director of 
The Port of Miami-Dade.
“And if we implement the 
requirements fully, that 
could cost us $13 mil-
lion.”

Towsley said his port 
will consider changing expenditures in dis-
cretionary expenses, such as deferred con-
struction and purchases. “These are the 
things we look at first,” he said, but layoffs 
for the port’s staff of 280 aren’t an option.

Sources? “We in the port industry des-
perately need financial assistance from the 
federal and state governments,” said Ferrin, 
in testimony at a House Subcommittee on 
Coast Guard and Maritime Transportation 
in March.

The U.S. Coast Guard and the Maritime 
Administration, through the Transportation 
Security Administration, may answer that

call, but the response may not be loud 
enough.

Congress, through the 2002 Defense 
Department Appropriations Act, has pro-
vided $93.3 million to the TSA for port 
security assessments and improvements 
(April American Shipper, page 84). The 
applications for this funding were accepted 
until the end of March from ports for grants 
to be distributed in June to help “critical” 
national seaports improve security.

However, the American Association of 
Port Authorities said a recent survey it 
conducted showed that 52 public port agen-
cies have said they will apply for the De-
partment of Transportation’s $93.3 million 
in security grants, and that their needs will 
exceed that assistance.

“These ports expect to request $222.8 
million to secure ports as a result of this new 
terrorist threat,” said Richard Steinke, ex-
ecutive director for the Port of Long Beach 
and AAPA chairman. “This far exceeds the 
$93.3 million appropriated by Congress for 
this program, especially in light of the fact 
that the grants are open to public and private 
groups.”

Additionally, the AAPA has estimated 
that the cost for its U.S. members could 
total $2.2 billion to appropriately fund the 
security enhancements.

Steinke, at the House Coast Guard and 
Maritime Administration subcommittee 
meeting, noted a fall 2000 study by the 
Interagency Commission on Crime and 
Security at U.S. Seaports, that estimated 
security costs would range from $12 to $50 
million per port.

“These estimates were made well before 
Sept. 11,” Steinke added.

One port official at the subcommittee 
meeting suggested that Congress create a 
funding mechanism for port and intermodal 
security based on revenue streams, such as 
a set portion of U.S. Customs duties.

“Such a mechanism is broad-based, and 
borne by the public,” said Paul F. 
Richardson, speaking on behalf of MarAd, 
the Pacific Maritime As-
sociation, and the Na-
tional Association of 
Waterfront Employers.

M alcolm “M ac”
McLouth, executive di-
rector of the Canaveral 
Port Authority, said sea-
ports deserve financial 
relief just as much as air carriers have, in 
this era of heightened security and finan-
cial losses after Sept. 11. He referred to 
the Air Transportation and System Sta-
bilization Act, which provided $15 bil-
lion to air carriers for losses stemmed 
from Sept. 11.

increased secu-

Towsley

McLouth

30 AMERICAN SHIPPER: MAY 2002



AUIVI EXPORT SERVICE

W e e k ly  F ix e d  D a y  S e r v i c e

/
c ?

A
/

£

* /
/ J ? /o

*

/

9
Fri

9
Sun

•
Tue

•
Thu /  Fri / * /  Wed Fri

Sat Mon Wed Fri f  Sat /  Tues /  Fri Sat

N E W
P E N D U L U M
SERV ICE

Boston/F. East
Singapore 
Hong Kong 
Shanghai 
Other SE Asia 
and PRC Ports

Piraeus
Salonika
Istanbul
Izmir
Haifa
Ashdod

Livorno
Laspezia
Fos
Lagos
Tema
Abidjan

And as one of the largest container operators, COSCO uses bigger, faster ships with more efficiency to 

more direct ports than any other carrier. Fixed day services include:

FAR EAST: SEA: USWC /  Japan, Hong Kong & China 
CES: USWC/Japan & China 
CEN: USWC /  China & Korea

TRANS ATLANTIC:
^  AUM: USEC /  Med /  Far East 

TAS I: USEC (North)/Europe 
TASII: USEC (Gulf)/Europe

COSCO North America, Inc. 100 Lighting Way, Secaucus, NJ 07094 USA 

Tel: 800-242-7354 Fax:201-422-8928 www.cosco-usa.com

http://www.cosco-usa.com


LOGISTICS

The shipper perspective
Looking fo r  ways to accommodate trade and security 

in international maritime and intermodal transportation.

B y  M i c h a e l  B e r z o n

Users of international maritime/ 
intermodal transport are troubled 
with the way the U.S. Congress is 

developing security measures. They feel 
the current process does not fully under-
stand the realities of the international trans-
portation system and the vulnerabilities of 
the trade network it serves. What we need is 
an effective, practical plan that involves the 
stakeholders and provides a reasonable level 
of security without disrupting international 
trade and the global economy.

The truth is that this is one of the most 
complex problems we have ever faced. We 
are designing a system against an unknown 
threat. The “easy” fix is to build a high wall 
around the country, lock the gate and throw 
away the key. Nothing could then get in; 
nothing could get out.

Peter Gatti, vice president of interna-
tional relations of the National Industrial 
Transportation League, agrees. “This is 
precisely what the terrorists want us to do 
... The features that make our international 
trade process work so well, such as pushing 
back borders, the intermodal network and 
its infrastructure, are the very features that 
make it vulnerable.”

Somewhere between the high wall with 
the locked gate and the open system that we 
had before Sept. 11 lies a compromise ap-
proach. Its aim should be to provide “rea-
sonable” protection against a 
range of perceived threats with-
out shutting down international 
trade. It will not eliminate all 
threats but it will provide a greater 
chance of preventing an attack. It 
will be expensive and will take 
time to implement. We have no 
choice. We must move forward.

Situation, problems
At the time of writing some 

dozen security bills are moving 
through Congress. In addition, 
several government agencies have 
deployed their own initiatives and 
continue to do so. Some of these 
measures are good, but users and 
service providers involved in in-

ternational maritime trade feel the effort 
would benefit greatly from a coordinated, 
inclusive approach.

The problem is that many of the Con-
gressional initiatives to develop security 
legislation are taking place in isolation, 
with little or no coordination. As a result we 
could end up with several well-intentioned 
but potentially conflicting and overlapping 
security initiatives. At the end of the day we 
will have adversely affected trade and cre-
ated confusion, while adding little overall 
security to maritime transport.

Many shippers agree with the concerns 
voiced by Peter H. Powell Sr., outgoing 
president of the National Customs Brokers 
and Forwarders Association of America, in 
testimony delivered to the House Subcom-
mittee on Coast Guard and Maritime Trans-
portation. According to American Shipper, 
Powell’s main points were:

1. Dissatisfaction that the government 
has failed to clearly designate a lead agency 
in its war against terrorism.

2. Concerns about the oversight played 
by the White House’s Office of Homeland 
Security, which:

a. Conducts its activities in a closed- 
door environment.

b. Maintains little visibility to the public 
with respect to its management expectations.

c. Leaves many enforcement agencies

locked in a struggle for resources, responsi-
bility and recognition.

3. The private sector would like to see the 
Office of Homeland Security:

a. Articulate the respective roles of the 
agencies, creating clear jurisdictional 
boundaries for homeland defense.

b. Designate leads in specific areas.
c. Let everyone know who is in charge.
d. Eliminate redundancies of effort “that 

require our input on multiple occasions to 
different agencies.”

What are the primary needs?
We must first define the perceived threats. 

The challenge is similar to coming to grips 
with an 800-pound gorilla. We cannot look 
only at the risk to the international maritime 
transportation network, and its vast 
multimodal infrastructure, but keep in mind 
that the transportation piece is also a poten-
tial weapons delivery system. To add to the 
problem, the nature of the threats will prob-
ably not remain static.

Based on the defined threats, we must 
developclearstrategies and well-coordinated 
plans to counter them. Flexibility is also 
required to deal with the changing threats. 
This process must include input from the 
ports, ocean carriers, shippers, consignees, 
intermediaries and other principal stakehold-
ers. Such a group could become an advisory 
board, providing broad input to the single 
entity coordinating this initiative, whatPowell 
calls the “lead agency.”

Responses in process
U.S. Initiatives. The task of screening 

50,000 containers arriving at U.S. ports 
each day is enormous. To deal with this 
problem, U.S. Customs Commissioner 
Robert C. Bonner recently announced the 
Container Security Initiative. CSI is based 
on the development of security risk criteria 
for identifying high-risk containers and pre-

screening them at the overseas 
ports prior to shipment. The ini-
tiative first focuses the world’s 
10 largest ports, which are re-
sponsible for half of all contain-
ers shipped to the United States.

CSI is a good start, particularly 
as it seems to include reciprocity, 
which will go a long way in en-
listing support overseas. Once 
implemented, the plan calls for 
applying CSI to the next 10 larg-
est ports and so on. However, 
shipments from smaller trading 
partners should not be overlooked 
in the initial phases, as they could 
provide an easier platform from 
which to deliver an attack. 

Another Customs initiative, the

M ich a e l B. B erzon  is an active member 
of the international transportation arena 
and a frequent contributor to American 
Shipper since March 1994. He retired 
from Du Pont after 27 years’ service in 
December 1993 to form Mar-Log Inc. His 
venture provides supply chain and logis-
tics outsourcing consulting services. Dur-.
ing his tenure at Du Pont he was involved 
in international marketing, ocean trans-
portation and distribution management.
He participated as a shippers’ advocate in Shippers for 
Competitive Ocean Transportation (SCOT) and the Chemical 
Manufacturers Association (CMA), working with other large 
shippers on regulatory and legislative issues affecting interna-
tional trade and logistics. He serves on the board of the 
Containerization and Intermodal Institute. He can be reached 
at P.O. Box 470, Unionville, Pa. 19375. Telephone (610) 347- 
1873, fax (610) 347-0737, or e-mail, marlog@aol.com.
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Customs-Trade Pact Against Terrorism (C- 
TPAT) is built on a template used for drug 
interdiction. In the new format it will prevent 
trade from being exploited by terrorists. This 
is a sensible approach: adapt an existing 
system that is already used in the field.

OECD Initiatives. We are dealing with 
a global issue and, as such, should coordi-
nate our security at the global level with our 
trade partners to the extent possible. The 
Organization for Economic Cooperation 
and Development recently made a positive 
move at a meeting held in Paris in early 
March. American Shipper reported that key 
issues suggested to the attendees as a basis 
for further consideration were:

•  Keep commerce moving; consideration 
given to costs and who should bear them.

•  Measures taken should be interna-
tional, not regional or unilateral.

•  Efforts should be coordinated with 
other international organizations such as 
the International Maritime Organization and 
the World Customs Organization.

•  Clear requirements and responsibili-
ties to avoid duplication and/or gaps.

•  Port security plans are critical to over-
all security activities.

•  Clear discussion of responsibilities 
between governments and industry.

•  Verifying cargo carried and the con-
tents of containers and insuring seals re-
main intact throughout the journey, are the 
most important and most difficult aspects 
of securing containerized cargo.

•  Focusing examination of multimodal 
transport operations on transport security.

This list illustrates the breadth of the 
issues and the magnitude of the task at 
hand. Individual countries could still align 
with a global strategy even when situations 
unique to a given region/country arise which 
require local solutions.

Information: a powerful security tool
Information will be a powerful part of the 

security tool kit. The way security mea-
sures are developing, shippers will be re-
quired to know and report where goods are 
and how they are moving, across the supply 
chain, particularly in transportation.

House Bill H.R. 3983, Maritime Trans-
portation Antiterrorism Act of2002, which 
has been introduced in the U.S. House of 
Representatives, states in Section 70111 (b) 
and (c) “An ocean common carrier, cus-
toms broker, freight forwarder, non-vessel- 
operating common carrier, and shipper shall 
provide to the Under Secretary, by elec-
tronic transmission, containerized cargo 
information in a manner and form pre-
scribed by the Under Secretary ... not later 
than 24 hours before the cargo destined for 
the United States is loaded on a vessel.”

The requirement of reporting 24 hours 
before the cargo is loaded on a vessel is a 
little naive, when considering that ships 
change port rotations for something as com-
mon as weather or strikes. Containers sched-
uled to load at one port could be trucked to 
an alternate port to catch the original vessel. 
Add a weekend or a holiday and you are in 
deep trouble. There also seems to be some 
overlap with C-TPAT. This is a good illus-
tration of the silo mentality at work in 
Washington that scares the shippers.

Collecting and reporting information de-
pends on the data being collected in a consis-
tent and accurate manner. Except for a few 
shining examples, mainly in the retail indus-
try, many businesses lack good, consistent 
data, despite the emphasis on data as an

essential management tool. On the plus side, 
there are cost reduction/control benefits, 
which accrue from having accurate and timely 
information.

The ‘smart box’ with a new seal
The next challenge is to have information 

accompany each container shipment. Per-
haps we are looking at the dawn of the “smart 
box,” a container equipped with electronics 
that can receive and store bill of lading infor-
mation and respond to queries at any point 
along its route, from origin to destination, 
regardless of transportation mode. It would 
also keep a record of when the doors were 
opened and closed as well as historical data 
for the last several shipments. Patterned 
loosely along the lines of a flight data re-

Keeping up with demand
Shippers forced  to react to security requirements.

WASHINGTON
With airlines already receiving a $15- 

billion bail-out from business losses fol-
lowing the Sept. 11 terrorist attacks, and 
proposed legislation promising grants to 
ports to beef up security, shippers may be 
wondering from where their helping hand 
will come.

But, like any other unforeseen cost 
that crops up in the supply chain, the 
buck gets passed down to the shipper.

“Any time you add another step or more 
people to the supply chain, you are adding 
cost,” said Michael Laden, president of 
Target Customs Brokers Inc., a subsidiary 
of Target Corp. “And you will either need 
to suck it up in the margin and decrease the 
amount of products you are buying, or pass 
it along to the consumer.”

Since Sept. 11, government agencies 
are examining all modes of transport and 
cargo transport as well. The supply chain 
is being impacted from all angles.

“Our global trading systems have been 
designed over the years for processing 
cargo, not securing it,” explained U.S. 
Customs Commissioner Robert Bonner.

Peter Gatti, vice president of interna-
tional policy for the National Industrial 
Transportation League, predicted that ship-
pers, as well as carriers, will need to add 
some necessary changes to their business 
plans.

“In the same way that we have needed 
customs brokers, we may need security 
brokers, too,” Gatti said.

Timothy A. Kennedy, a cargo security 
consultant and member of the National

Cargo Security Council, said cargo thefts 
show how porous supply chains are. In 
the past, supply chains suffered at the 
hands of organized crime and narcotics 
trafficki ng. Today ’ s openness in the sup-
ply chain could lead to a bigger threat, 
such as the transport by terrorists of a 
weapon of mass destruction.

“The supply chain is relatively open- 
ended by its nature,” Kennedy said. “If 
they are able to remove items from a 
supply chain, they are certainly able to 
insert something into the supply chain to 
cause damage.”

Kennedy, a former police detective for 
the Waterfront Commission of New York 
Harbor, said today’s environment has 
changed the nature of shipping. “Gone 
are the days when you can be non-spe-
cific about what’s in a container.”

Simon Ellis, a supply chain executive 
at Unilver, which produces food and hy-
giene products, notes that shippers are 
particularly vulnerable when shipments 
change modes.

“We are very picky about the carriers 
we use,” Ellis said.

Ellis predicts that technology will have 
an even larger future role in cargo secu-
rity. He said one possible security mea-
sure is Radio Frequency Identification 
(RFID) tags. The tags, which can be 
fastened on the outside of a container, 
track the location and record if a ship-
ment has been tampered with. In the 
meantime, Ellis said, “most of our trucks 
use GPS (global positioning systems) 
and electronic data interchange.”
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corder, it could provide a quick history of 
where the box has been and how long and 
where it has sat idle. Information garnered 
from the smart box could give carriers useful 
information to finally deal with the costly 
problem of inefficient equipment utilization.

A weak link in physical container security 
persists. Loaded and sealed ISO containers 
used today are not hard to penetrate. Experts 
say they can open and close the doors and 
reuse the same seal without leaving any trace. 
Several upgrades to the ubiquitous metal 
strip seal have been proposed over the past 30 
years with little success. The time has come 
to design a better, perhaps “smart,” container 
seal. It is encouraging to note that H.R. 3983 
hits this issue head on when it states in 
Section 70111 (a) (2) “... develop perfor-
mance standards to enhance the physical 
security of shipping containers, including 
standards for seals and locks.” U.S. Customs 
has the expertise in this field and should be 
called on to provide guidance.

Customer Order Entry Screening
Shippers can also play a security role by 

screening orders as they are received and 
processed. Order entry processing has been 
automated in many businesses that use En-
terprise Resource Planning or other sys-
tems. In an ERP environment it should be 
possible to add some programming steps to 
screen an incoming order. These filters 
would check details such as products pur-
chased and volumes, destinations and pay-
ment terms, and compare them against the 
customer’s purchasing profile. Anything 
out of the ordinary would be flagged for 
detailed checking by customer service or 
sales. The filters would be expanded for 
hazardous materials. In addition, there are 
products with common, benign end uses 
that when mixed with other common prod-
ucts can wreak havoc. These must also be 
identified and included in the screening.

Small businesses using anything from 
spreadsheets to paper could turn to the 
information technology industry for basic 
order entry systems. Third parties are also 
providing this service to customers. Effi-
ciencies gained from such systems will 
usually provide a reasonable payback.

Cost of Anticipation
Ultimately there is a “cost of anticipation”. 

These are the costs of taking measures to 
ward off a perceived threat. Some costs will 
result in reaction to a specific situation, for 
instance, when we increase safety stock after 
experiencing a shipment delay. This could 
occur as a consequence of a security scare, 
which temporarily shuts down a port. We 
alter just-in-time inventory management to 
allow for a just-in-case situation.

Other costs will arise from implementing 
a security plan, such as programming the 
filters in the order entry process or adding 
security devices at warehouses, particularly 
where containers are stuffed. Warehouses 
will have to upgrade security to deal with the 
new threat. Shippers looking for new ware-
housing in the United States and overseas 
will demand high security based on state-of- 
the-art equipment. These additional costs 
will eventually be passed on to the consumer.

No need to reinvent the wheel
We have experience both from theft pre-

vention and global drug interdiction efforts

over the years. This has involved law en-
forcement, service providers and users in 
the public and private sectors. In particular, 
we have developed a great deal of transfer-
able experience and processes in the ocean/ 
intermodal transportation network both in 
the United States and abroad. There has 
been a great deal of multinational coopera-
tion, as well as training and resource trans-
fers to less-developed countries to assist in 
interdiction. We must leverage this knowl-
edge and experience in the effort to secure 
the maritime transportation network. We 
are not starting with a blank sheet of paper 
in our fight against terrorism.

N e d l l o y d
www.ponl.com

O nce the produce has been picked, w hich transport provider do you trust to 
im pact your bottom-line?

W ho do you rely on for professional support throughout the cold-chain? 

L O O K  N O  F U R T H E R !

P&O Nedlloyd offers specialized cargo care consultation, backed by 
state-of-the-art reefers.

As one of the w orld’s largest container shipping lines w ith the m ost extensive 
global network, you can count on our people and resources to ensure your 
perishables arrive at destination in prem ium  condition.

P & O

• One of the youngest reefer fleets in the 
industry

• Consistent monitoring throughout the 
cold-chain

• Extensive cold storage capabilities

• State-of-the-art E-Commerce, including 
Track & Trace

• Reliable multi-modal inland options

714-754-6000
201-896-6200
678-309-8300

Los Angeles:
NY/NJ:
Atlanta:

AMERICAN SHIPPER: MAY 2002 35

http://www.ponl.com


LOGISTICS

The intelligence source
Forwarders, shippers are “eyes and ea rs” o fBXA  

and Customs agents in antiterrorism war.

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

Freight forwarders know the export 
business as well or better than the 
shippers they serve, and with the 

U.S. government’s on-going war against 
terrorism, have become an increasingly 
important intelligence source to federal 
law enforcement agencies.

Agents from the Commerce 
Department’s Bureau of Export Adminis-
tration and the Customs Service have asked 
for the forwarding industry’s help to break 
up illegal export scams, especially ones 
that may fuel terrorist activities.

“You’re the eyes and ears,” said Mark 
Menefee, director of the Commerce 
Department’s Office of Export Enforce-
ment within BXA, recently told executives 
of the National Customs Brokers and For-
warders Association of America in Holly-
wood, Fla. “We need your help.”

BXA is responsible for tracking so-called 
“dual-use” items, or materials used for 
both commercial and military purposes. 
Dual-use materials include chemicals, such 
as triethanolamine, a shampoo and body 
lotion agent that is also used to make mus-
tard gas, and high-tech equipment and com-
ponents, such as integrated circuit boards 
and night-vision goggles.

Customs assists BXA in the interdiction 
of illegally shipped, unlicensed dual-use 
items, and serves as the front line for the 
State Department in stopping illegal ship-
ments of munitions.

Forwarders “are positioned uniquely to 
bring information to our attention that we 
can work on as professionals to stop this 
illegal activity,” said Roy Gilfix, special 
agent in charge of BXA’s Miami field of-
fice to the NCBFAA attendees. “You have 
a responsibility to exercise due diligence.” 

A forwarder’s tip recently helped BXA 
investigators take down an elaborate ex-
port scheme in Richardson, Texas, which 
involved a company shipping unlicensed 
computer equipment to Syria, Lebanon 
and Saudi Arabia, Menefee said.

It’s these illegal export operations that 
BXA and Customs want to stop. The fear is 
that regulated materials could be used to 
manufacture weapons of mass destruction

Leroy Berven
director o f regulatory 

compliance,
Veritrade International

“We should not act as junior 
G-men in every case o f  

possible misunderstanding.
Instead we should 

be working with our clients 
to help them achieve 

and maintain compliance 
with the law.”

in embargoed countries, such as Iraq, North 
Korea and Cuba, or nations supporting 
terrorist activities, such as Libya, Iran, 
Sudan and Syria.

Increased Action. Customs and BXA 
agents have worked side by side for many 
years to stop illegal exports. In 1981, Cus-
toms launched Operation Exodus, which 
over the past two decades has resulted in 
the investigation and arrest of numerous 
people attempting to export “sensitive”

To report illegal 
export deals

•  U.S. Com m erce D epartm ent’s 
Office of Export Enforcement: (800) 
424-2980 or e-mail through Web site 
www.bxa.doc.gov.
•  U.S. Customs Service’s Shield 
Am erica Command Center: (800) 
232-5378 or e-mail through Web site: 
www.customs.gov.

goods, such as nuclear triggers, missiles, 
and fiber optic gyroscopes, to rogue na-
tions and terrorist groups.

Customs has the authority to investigate 
these cases under the Arms Export Control 
Act and the Export Administration Act. 
BXA agents, and in some cases State and 
Defense department officials, also work 
alongside Customs in these investigations.

In response to the Sept. 11 terrorist at-
tacks against the United States, Customs 
took this effort a step further by starting a 
new program, Shield America, in mid- 
December. This program steps up Cus-
toms’ work with the manufacturers, 
distributors and forwarders to stop illegal 
exports of weapons of mass destruction 
components, licensable technology, weap-
ons and other related goods.

To prepare for Shield America, Cus-
toms compiled a list of about 100 items 
which terrorist may want to buy, such as 
aircraft parts, precursor chemicals, trigger 
devices and yeast cultivating machines. 
This list was shared with the intelligence 
community and with the departments of 
State, Commerce, Defense, Energy, Trea-
sury and Justice.

“While some of these materials may 
seem relatively innocuous and have rela-
tively little monetary value, they can have 
enormous strategic value in the hands of 
America’s adversaries,” Customs said. 
“These ‘minor’ technological goods could 
easily become the necessary component 
for major weapons development by terror-
ist groups or rogue nations.”

Next, Customs identified manufactur-
ers and distributors that sell the listed items. 
By mid-March, Customs and BXA visited 
more than 1,700 companies to get the word 
out about Shield America.

“We’ll continue to visit companies,” 
said Dean Boyd, a spokesman for Customs 
in Washington, who also noted some posi-
tive results from the visits. “Some compa-
nies have called us with leads about some 
people’s attempts to buy controlled items. 
It’s critical that we keep these critical tech-
nologies out of the hands of terrorists and 
rogue nations.”

Prior to the terrorist attacks, many U.S. 
industry lobby groups called lawmakers 
on Capitol Hill to ease restrictions on cer-
tain high-tech items, such as computers, 
fearing that U.S. manufacturers would fall 
behind on the world market. For now, these 
efforts have been largely quieted by the 
antiterrorism agenda in Washington.

However, there’s nothing new in the 
export control regulations. “We’re only 
ratcheting up our enforcement efforts,” 
Boyd said.

Most forwarders are willing to do their
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A Rising Star in Technology
MSC combines high-tech savvy with solid shipping tradition.

The MSC group based in Geneva, Switzerland, spans 65 countries and 
5 continents with 150 offices connected and fully supported by information systems designed 
to optimize performance and provide top level service. MSC’s technology provides accurate 
booking confirmation and container track and tracing by a real-time electronic system that 
ensures fast service, reliable inventory management and a prompt delivery system. MSC’s 

quick response time and competitive costs combine with over 30 years o f shipping 
expertise to offer solid market value to its customers.

M E D IT E R R A N E A N  S H IP P IN G  C O M P A N Y
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Red flags 
of illegal exports

•  The customer or buying agent is 
reluctant to  offer information about 
the end-use of a product.
•  The product’s capabilities do not 
fit the buyer’s line of business.
•  The customer has little or no busi-
ness background.
•  The customer is willing to pay in 
cash for an expensive item when the 
terms of sale call for financing.
•  The customer is unfamiliar with 
the product’s performance charac-
teristics but still wants the product.
•  The customer declines routine in-
stallation, training or maintenance 
services.
•  Delivery dates are vague, or deliv-
eries are planned for out-of-the-way 
destinations.
•  A freight forwarder is listed as the 
product’s final destination.
•  The shipping route is abnormal 
for the product and destination.
•  Packaging is inconsistent with the 
stated method of shipment or desti-
nation.
•  When questioned, the buyer is 
evasive or unclear about whether 
the purchased product is for domes-
tic use, export or re-export.

S o urce: U.S. Commerce Department’s 
Office of Export Enforcement.

part to assist the government in the war 
against terrorism.

“There’s no question that all the respon-
sible representatives of our industry are in 
complete agreement with the principle of 
working with regulatory agencies to pre-
vent exports of commodities that could be 
used to create weapons of mass destruction 
or used against U.S. interests,” said Leroy 
Berven, director of regulatory compliance 
for Veritrade International, based in 
Bellevue, Wash. “The forwarder industry 
is a patriotic group. We are on the same 
side.”

The NCBFA A supports the work of BX A 
and Customs. The Washington-based group 
has also done its part to educate its mem-
bers about export regulations.

“You have to exercise some common 
sense,” said William Evans, vice president 
of exports for Philadelphia-based Barthco 
International, and chairman of the 
NCBFAA’s freight forwarding commit-
tee. “Know your customer and your 
customer’s customer.”

Evans, a long-time forwarding execu-

tive, said he’s noticed that many shippers 
are conducting more customer screenings 
than they did before Sept. 11. “We also 
consult jointly with our customers,” he 
said.

Both Customs and BXA have set up toll- 
free telephone numbers and e-mail meth-
ods for forwarders and their clients to 
anonymously report potential wrongdo-
ing.

The U.S. Customs Service has begun 
a program to tighten supply chain 
security through building relation-

ships between industry and the govern-
ment.

The Customs-Trade Partnership against 
Terrorism (C-TPAT), which was initiated 
in November by Customs Commissioner 
Robert Bonner, is gaining applications from 
companies wishing to enroll.

“We are encouraged by the number of 
people flocking to this 
program,” said Andrew 
Maner, director of the 
Office of Trade Relations 
at U.S. Customs. His of-
fice and Customs’ Office 
of Field Operations are 
charged with developing 
the C-TPAT initiative.

C-TPAT’s roots come from previous Cus-
toms programs built upon agency and in-
dustry cooperation, such as the Carrier 
Initiative Program, the Business Anti-Smug- 
gling Coalition, the Low-Risk Importer 
Program, and the Americas Counter-Smug-
gling Initiative.

While the C-TPAT initiative addresses 
cargo security, “those programs were cre-
ated to address the narcotics threat,” said 
Robert Perez, acting director of Industry 
Partnership Program in Customs’ Office of 
Field Operations.

C-TPAT has seven charter members, in-
cluding Target Corp., General Motors and 
Motorola, and Customs is accepting appli-
cations from industry to enroll “At the 
moment we have 20 members who have 
signed MOUs (memorandums of under-
standing), Maner said. Dozens of additional 
C-TPAT applications being processed, he 
added.

The program will soon have open enroll-

However, forwarders believe they must 
be careful not to interpret every mistake or 
instance of misunderstanding as willful 
intent by a shipper to circumvent the 
country’s export rules.

“We should not act as junior G-men in 
every case of possible misunderstanding,” 
Berven said. “Instead we should be work-
ing with our clients to help them achieve 
and maintain compliance with the law.”

ment to include brokers, forwarders, and 
carriers, Maner and Perez said.

Application to the C-TPAT program re-
quires companies to sign a memorandum of 
understanding that they will conduct a self- 
assessment of their supply chain security, 
based on C-TPAT security guidelines.

The applicants also need to submit a 
Customs supply chain questionnaire. Com-
panies then need to commit to developing 
and implementing a program to enhance 
security throughout the supply chain in 
accordance with C-TPAT guidelines.

“We sit down with you and say ‘Let’s 
talk in a few months and see how you are 
doing in the process,’ ” Perez said.

Maner said that signing the agreement 
grants them enrollment, which may allow 
them “the fast lane” in importing processes. 
Such a status may grant them reduced ex-
aminations and their company’s potential 
removal from an audit pool.

“If a company is not in the audit pool, 
that’s a benefit,” Maner said. “Companies 
would love to not have to deal with “audits 
and examinations.

Perez said that businesses are also con-
cerned about their public image, and whether 
they would be inadvertently linked to a 
terrorist act. C-TPAT membership proves a 
company’s commitment to avoiding such a 
blemish. “It’s notjust about protection from 
terrorism," Perez said. “It’s a protection of 
their brand name, and it’s a protection of 
their employees.”

Bonner said C-TPAT would stress the 
importance of shippers knowing their cus-
tomers, the physical security and integrity 
of their manufacturers ’ plants, and the means 
by which shippers transport goods. “The 
partnership between U.S. Customs and the 
trade community is as old and tested as our 
Republic itself,” he said.

Supply-chain-link security
C ustom s’ C-TPAT initiative addresses security by building 

bonds between industry and government.

B y  M a r k  M c H u g h

Maner
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Security at fingertips
Technology, options already available to address 

air cargo security, two firm s say.

B y  M a r k  M c H u g h

Recent reports by two firms special-
izing in transportation and secu-
rity say technology is already avail-

able to strengthen air cargo security.
Cargo Shipping Transportation Analysts 

in St. James, N.Y., and Savi Technology, of 
Sunnyvale, Calif., say options such as com-
puter systems and Radio Frequency Identi-
fier technology are solid steps to protecting 
air cargo containers and terminals.

The biggest deterrents to adopting such 
methods have been fear of change and costs 
involved, said Robert Caton, president of 
Cargo Shipping Transportation Analysts.

"Technology is developed in one fash-
ion, and industry is so far behind,” said 
Caton, who has more than 20 years of cargo 
operations experience, and has participated 
in aviation security and cargo loss preven-
tion and investigation programs.

Carriers and forwarders will be forced 
into acting by government requirements, 
through the Transportation Security Ad-
ministration, and competition from larger 
companies and integrated carriers, he said.

Caton said RFID tags on unit loading 
devices (ULDs) are a viable option to moni-
tor tampering of a secured container. If the 
seal is tampered with, it can record the time 
and date and, consequently, between what 
modes and under whose watch it happened.

Savi Technology also proposes the use 
of RFID for security, but adds that it can be 
placed on people, as well as container seals.

Savi, founded in 1989, developed its air 
cargo security plan long before Sept. 11, 
said Greg McDougall, vice president of 
business development for security.

With Savi’s asset management program, 
security personnel can continually monitor

who is where and what they are doing in 
secure areas by tracking them with RFID 
devices in smartcards, or in badges sewn 
into uniforms.

The company proposes that its hardware 
and software platform, called SmartChain, 
could connect all personnel in an air cargo 
security site, while controlling who gets 
access to different levels of information.

Savi’s platform would apply role-based 
authorization to a company’s information 
technology program. Under this system, ac-
cess to information will only be granted to 
individuals based on their role and authoriza-
tion privileges, as provided by management.

All air cargo security monitoring, Savi 
said, can be done under the supervision of 
Federal Security Directors (FSDs), the TSA 
agents assigned with security management 
of cargo and passengers at all airports. Savi’s 
plan, the company said, would keep the FSDs 
informed of any breaches by a sounded alert 
when a security breach occurs, or through 
monitoring on closed-circuit television feeds.

Caton also supports the use of ultrasound 
for cargo security, and endorses its research 
and development over the use of conven-
tional X-ray technology that has been used 
for passenger security. Ultrasound can detect 
tampering of cargo, and determine if its in-
tegrity has been compromised, he said. ■

Global import and export services 
Full Container Load, L^ss than Container 
Load, Airfreight M*
Neutrality Guaranteed
State-of-the-art E-eommerce tools, including 
on-line booking and shipment tracking
One-stop shipping resource
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$  f r o m  s m a l l - p a c k a g e  

n  s e r v i c e  p r o v i d e r .

B i g  B r o

m t w r  t o

The global logistics market, reck-
oned to be worth $3 trillion, “is 
wide open for the taking,” said 
Michael L. Eskew, new chairman and chief 

executive officer of United Parcel Service. 
“There’s a lot of competition, but we think 
we are the natural here.”

While the logistics industry is loaded 
with entities that promise to be all things to 
all people, UPS has been methodically 
amassing the infrastructure to follow 
through on such a lofty proposition.

Over the past nine years, UPS has been 
collecting eggs for its all-encompassing 
basket of logistics services, vastly expanded 
its logistics capabilities beyond its proven 
strong suite of delivering small packages.

“We’ve been adding capabilities in lo-
gistics, freight, also in financial services, all 
of them centered about solving our clients’ 
supply chain needs,” said Dan DiMaggio, 
president, UPS supply chain solutions.

The range of UPS’s logistics services 
work has gradually expanded to include 
same-day deliveries, order fulfillment, re-
turns management and multimodal ship-
ping — prompting the creation of UPS 
Logistics Group in 1995.

Since then, UPS added specialized ser-
vices including service parts logistics, which 
encompasses the management and delivery 
of critical parts, often within a one-to-four 
hour window.

Over the last two years, UPS has added

freight forwarding and customs brokerage 
in tandem with the acquisition of Fritz Cos. 
and 11 other customs brokerage companies 
around the world. At the same time, the 
company introduced financing capabilities 
by creating UPS Capital and acquiring First 
International Bank. These were bankrolled 
largely through the express giant’s initial 
public offering in November 1999, which 
netted nearly $5.5 billion.

UPS’s aim has been to blend these ac-
quired services “into one uniform service 
cover for our clients,” DiMaggio said. He 
sees this approach as the purest form of one- 
stop shopping. “The capabilities we built 
had, until recently, been all individually mar-
keted. We ran them as separate subsidiaries.
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Now, we have put them together in 
a holistic commonality.”

DiMaggio said UPS ’ s custom-
ers have been asking for just such 
an approach. “Our customers first 
requested our help in the area of 
transportation management and 
shipment processing. Then, they 
also began to ask us to manage 
inventory for them, so that they 
could take advantage of late night 
cutoffs at our air hubs for next- 
day delivery to their customers.”

While UPS said it’s been quick 
to react to customers’ issues, it 
hasn’t added services arbitrarily.
“We have taken our good sweet 
time to build these logistics capa-
bilities. We’ve been criticized for 
being a little bit on the slower side 
in terms of implementing our pro-
cesses. Pve always thought of 
that has a compliment.”

“UPS is not in a race with any-
one to add a lot of products, nor to 
promise things to clients that we 
can’tdeliver,”headded. “We want 
our systems in place before going 
after business.”

Acquisition Criteria. “When 
we look at acquisitions, we look 
at three things,” Eskew said. “A 
prospective candidate needs to 
have an attractive market, nice 
margins, and nice growth. It needs 
to leverage our skills, our net-
work ability, our people and tech-
nology, and it has to fit our 
strategy, which is to enable glo-
bal commerce,” Eskew said.

“To that end, in recent years, 
we’ve acquired logistics compa-
nies, freight forwarders, broker-
age companies, a bank, and an 
airline in South America.

“We are going to keep focusing 
on our customers’ supply chain.
Any service they need, we’ll provide. And, 
we’ re going to move their assets by any mode 
they ask us to use,” Eskew said.

“Clients trust us because they believe we 
can do things for them deep in their supply 
chains, optimizing — but not intruding on 
— the way they do their business.

“They don’t trust a lot of other people to 
do that,” he said.

“Our customers are looking for more 
comprehensive solutions,” DiMaggio said. 
“The real issue is external demand. Infor-
mation technology is fueling all of this on a 
global basis.”

UPS, while not hostile to the concept of 
outsourcing, has not rushed to implement it.

individual components, but when 
you put it all together, they end up 
spending more money across the 
entire spectrum of services.

“We go in and provide ablend, 
not only the physical attributes 
— the services themselves— but 
also technology capability, fi-
nancing, cash flow and cash man-
agement,” he explained.

Unit Package. In the 1980s 
and 1990s, shippers bought each 
of these services individually, 
wherever they could find them.

“They came to UPS for small 
package delivery. They went to a 
third-party logistics provider for 
warehousing. That worked well 
enough for individual services, 
but taken collectively, those in-
dividual services didn’t gi ve them 
the best value of balance-for-cost 
and service to their customers,” 
DiMaggio said.

“So now, those shippers are 
saying, ‘can you put it all to-
gether a different way, re-engi-
neer the whole thing for us, 
rethink us through the problem, 
and give us a new solution?’

“As a hypothetical example, 
let’s say that XYZ company has a 
rail department, a truck depart-
ment, and an internal air forward-
ing division. Trust me, they do. 
That’s the way companies work. 
They create departments for each 
mode of transportation, and those 
departments become little entities 
to themselves,” DiMaggio said.

If asked by that company, 
“UPS looks at all of the costs 
collectively. All I’m worried 
about is: ‘what kind of a ship-
ment is it?’ and, ‘what does your 
client want?’ I try to optimize it 
for the best service for the best 

rate I can get,” he explained.
“If it's rail today, that’s good. But tomor-

row, I may send that customer’s cargo by 
truck. I’m going to pick the least costly mode 
of transportation at the right time and place. 
UPS’s customer saves money by optimizing 
over those three modes of transportation, 
instead of doing one at a time,” he said.

Heaping Problems. When DiMaggio 
goes on sales rounds, “I know right away if 
a client gets it, in terms of knowing what’s 
wrong with a supply chain operation,” he 
said. “If they try to aggregate their transpor-
tation, they don’t get it. Just piling up their 
problems in one heap and outsourcing the

“UPS is not in a race with anyone 
to add a lot o f  products, nor to prom ise  
things to clients that we ca n ’t deliver. 
We want our system s in p lace before 

going after business.”

Dan D iM ag g io
president, supply chain solutions, 
United Parcel Service

“We have partnerships in the technology 
area that are to our advantage,” DiMaggio 
said. “If it’s an element of control that’s 
critical to the mission at hand, then we need 
to control those service elements.”

Many companies are seeking to acquire 
services, such as non-vessel-operating com-
mon carrier or brokerage operations. “That’s 
all well and good, and yes, we’re building 
capabilities in each of those areas. But what 
is paramount in our minds is a blending of 
all of those together,” DiMaggio said.

“Some of those services are procured from 
an individual client. Others are done inter-
nally. They may get great rates for their 
NVOCC or their air freight, or for their
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heap doesn’t work.
“In our view, the operative words are 

‘analyze,’ ‘design’ and ‘manage’, in terms 
of a supply chain. Too many companies 
start with number two, ‘design,’ he said. 
“That’s like reversing a very familiar battle 
command— which becomes, in their hands, 
‘fire, aim, ready.’

UPS has turned down warehousing work 
because a putative customer “wouldn’ t ana-
lyze first why a warehouse might be inap-
propriate,” he explained.

Scent Of Trouble. UPS’s sharper cus-
tomers “think ‘life cycle’ when they think 
‘logistics.’ That’s what I hear if customers 
really ‘get it.’ Warehousing is not the sup-
ply chain,” DiMaggio said.

One company wanted UPS to run an 
automated giant warehouse in Nevada. 
Unfortunately, the company’s products 
came from Asia, and its major customers 
were on the U. S. East Coast. “They wouldn ’ t 
change the equation,” DiMaggio said. “Ba-
sically, they wanted us to put new paint on 
an old problem. We don’t do that.”

“I can smell a supply chain gone wrong,” 
he said. “In fact, I’ve yet to find a supply 
chain where you can’t take 5 percent to 10 
percent in cost off the top, by using infor-
mation already in hand.”

“Nobody uses just one forwarder. No one 
uses just one logistics provider. You have to 
raise your eyes above your immediate pipe-
line, or above the walls that have gone up 
between services, and the way we do that is 
to get you to manage information better.

“There is data already at hand that can 
save money in your supply chain,” he said. 
“That data, and other information gleaned 
from a number of sources, becomes your 
tool of choice. Running warehouses or trans-
portation operations is less important than 
managing operations. Many companies 
have not yet understood that crucial distinc-
tion. Information is the key,” he said.

“What kind of information do I mean? 
Let’s start with the visibility of inventory 
within a supply chain,” DiMaggio said.

For example, in automobile shipments, 
the key is how long it takes cars to get to 
dealers. Each car is sold from the time it’s 
made, yet congestion in the supply chain 
from slow-moving inventory adds to its cost.

“We figure that $1,400 excess supply 
chain cost is built into every car sold in the 
U.S.,” he explained.

“In our automotive office, there’s a sign, 
‘Time of Transit,’ to remind everyone of 
the most important point,” DiMaggio said. 
For Ford, UPS has reduced delivery days, 
plant to dealer, from 14 to nine.

Paperless Facility. When inventory

visibility is a component of information 
being used in supply chain management, 
accuracy in reporting inventory becomes a 
critical factor.

At a warehouse in Singapore that UPS 
operates for National Semiconductor, “we 
actually have reached 100-percent accu-
racy in inventory. There’s no paper in that 
warehouse except bills of lading that come 
in with shipments,” DiMaggio said.

In 2002, managing information has also 
become a double-edged sword: the ability 
to manage seamlessly is now a daily expec-
tation on the vendor side.

In one situation known to UPS, a cus-
tomer ordered 10,000 units of a product 
when, as a supplier pointed out, the com-
pany already had 100,000 units in inven-
tory, tucked in odd places around a plant.

“Suppliers remember the days when they 
crumbled as inventory built up on them. 
They say now to the people they service,

Logistics affiliates
UPS subsidiaries that provide sup-
ply chain services include:
• UPS Logistics Group
• UPS Capital Corp.
• UPS Mail Innovations
• UPS Consulting
• UPS Freight Services, which com-
prises Fritz; FI.A. & J.L. Wood Inc. of 
Pembina, N.D.; Border Brokerage Co. 
of Blaine, Wash.; Fulfillment Systems 
International (FSI) of Buffalo, N.Y.; 
Trans-Border Customs Service (TCS) 
of Champlain, N.Y.; W.Y. Moberly Inc. 
of Sweetgrass, Mont.; Miles Group 
Inc. of El Paso, Texas; and William F. 
Joffroy Inc. of Nogales, Ariz.

‘you’d better give us better forecasts. We 
can’t keep inventory around for that rainy 
day when you happen to need it,’ ” he said.

Trunk Inventory. Managing informa-
tion can also make post sales service more 
efficient. A computer company, after UPS 
analyzed its supply chain problems, dis-
covered that its technical representatives 
were keeping 45 percent of the company’s 
inventory of motherboards and other com-
puter components in the trunks of their cars. 
Often, when called to repair a unit, the 
technician found the part he needed for 
repairs wasn’t in his trunk — which meant 
further delays in service.

“What turned that situation around,” 
DiMaggio said, “was getting the right in-
formation to move back and forth through a 
supply chain.

Acquiring Traction. As Big Brown’ 
— as UPS is known from the color of its 
trucks and uniforms of its drivers — ex-
pands into global logistics markets, one 
hurdle is to sustain UPS’s identity in those 
very markets. Their answer is to accrue 
knowledge about targeted markets.

“We do more research than most compa-
nies. Years ago, when we first looked at the 
logistics business, we actually ran warehouses 
for some customers,” said Joseph Pyne, UPS ’ s 
senior vice president for supply chain solu-
tions. “That did two things for us. It drove 
UPS higher into organizations, where deci-
sion makers were asking, ‘How do I com-
pete? How do I reduce my costs of inventory ? 
How do I move my goods faster? How do I 
use my human resources better than I have?’ 
We were there to say, ‘you do what you do 
well, so let us do what we do well.’

“The second thing that did was to give us 
traction. We realized that clients not only

“Clients trust us b ^m w e  they

them deep in their safiffly chains ,  

optim izing  —  hut not 
intruding on  —  the way  I E r  S s L  

they do (heir business Michaei L.
chaihfiarf^ 
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wanted us to provide those answers, but 
continued to trust us after we did so. When 
the good responses continued to come in 
over time, we realized there could more 
opportunities for us in the logistics busi-
ness,” Pyne said.

“We used to look at an order cycle and 
say, ‘what are all the things we need to do to 
fulfill this?’ Now we say, ‘what do we need 
to do to provide our global customers with 
a complete supply chain solution?’

Asked if the dot-com debacle two years 
ago spurred UPS to realize that it had to 
provide more than just small package ship-
ping, Pyne said, “we certainly weren’t un-
aware of what happened, but we had the 
move to logistics on our radar considerably 
before that.”

“We do a considerable amount of 
outsourcing,” he said. UPS manages the 
transportation systems of Ford and several 
other large multinational companies. “That 
doesn’t mean small package. That means 
everything,” Pyne said.

“We manage their present distribution 
system. We may use all of their current 
vendors — so the hands the work goes to 
won’t necessarily be ours,” he said.

Along the Canadian and Mexican bor-
ders, where UPS has a number of partners, 
it recently acquired the broker Rudolph 
Miles. “Brokerage is a key component that 
fits into all of our pieces,” Pyne said. "It’s 
like a domino effect.”

“When I look at a company that could be 
a customer, I ask, ‘what do they do?’ The 
answer is usually, ‘they plan, they buy things, 
they make things, they distribute things, and 
they sell things,’ ” Pyne said. “With our 
consulting group, we can help them plan. We 
can help them with their purchasing. We can

help them set up their manufacturing, whether 
they do it themselves or outsource it.”

“We can bring all of their transportation 
into and out of their distribution and manu-
facturing places. Our capital corps can offer 
financial products. And then when it gets 
down to small package distribution, that’s 
what our core business does best,” he said.

In managing information, “we can link 
up vendors and manufacturing cycles, 
thereby obtaining visibility of inventory 
and of shipped goods — showing where 
orders are at any given time, so our custom-
ers can use that as a competitive advantage 
in their marketplace,” Pyne said.

UPS is not enamored of shipping ex-
changes. “We can enable shipping portals 
and similar exchanges, but we’re not think-
ing of running one,” Pyne said.

“Shipping exchanges don’t automatically 
pass information. They create a habit of 
cutting comers to save costs without analyz-
ing what is really wrong,” DiMaggio said.

As UPS expands further into international 
logistics, it appears to be contemplating of-
fering NVO-like service on the ocean part of 
intermodal routings without becoming a full-
blown NVOCC or vessel charterer.

“We intend to grow our ocean forward-
ing capability,’ Pyne said. “However, our 
plans at the present time don’t include own-
ing assets.”

At one time, UPS was said to have con-
sidered buying Sea-Land Service Inc., be-
fore CSX Corp. sold Sea-Land to Maersk.

“We don’t intend to get ‘closer to the 
ship,’ in a manner of speaking,” Pyne said.

For land shipments, UPS’s own trucking 
fleet only assists its logistics operations in 
terms of small packages. “The fleet is not set 
up to move larger shipments. For that, we use

“Brokerage is a key 
com ponent that fits  

into a ll o f  our pieces. 
I t ’s like a domino effect.”

Joseph Pyne,
senior VP for supply 
chain solutions,
United Parcel Sen/ice

other trucking companies,” Pyne said.
UPS also manages rail shipments for 

customers through its logistics transporta-
tion unit, monitoring cargo units as they 
move cross-country through rail hubs.

“We implement these intermodal ser-
vices in a way that leaves our clients free to 
concentrate on their core competencies,” 
Pyne said.

“They see the work they give us being 
done for them in the background, so that the 
central working stage in their companies 
becomes less cluttered with logistics de-
tails,” he explained.

Since becoming part of UPS in 2000, Fritz 
has brought in substantial import business, 
and strengthened UPS’s connections abroad.

"We’re now well-represented in Europe 
and Asia. Fritz was strong in Asia, and has 
helped us in that part of the world,” Pyne said.

“For example, Fritz has a license to oper-
ate throughout China, so we will leverage 
that along with the logistics operations we 
already had in China in more than 100 
cities,” he noted.

In American Shipper’s recent rankings 
of the world’s top transportation groups 
(April, page 18), UPS — with $29.8 billion 
in revenues in 2000 — placed second to 
(continued on page 49)

UPS strengthened its position in Asia through the acquisition of Fritz Cos., 
the larger forwarder and customs broker, in 2000.
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2UALITY CARRIER Since L967, Atlantic Container 
ine has been the highest quality carrier of breakbulk and over-

sized cargo, projects, heavy equipment, vehi-
cles and containers on the North Atlantic. 
Now, in a jo int service with our largest share-
holder, the Grimaldi Group of Italy, ACL can 
offer you a weekly RORO service with through 
bills of lading to the Eastern and Western 
Mediterranean. ACL assumes fu ll control and 
accountability for delivering your cargo to its 
final destination, giving you the highest qual-
ity of service not seen before to this part of 
the world. You enjoy the benefits of 

ast transit times, frequent sailings, a wide range of ports, 
lodern vessels, responsive customer service and inter- 
nodal expertise in moving oversized cargo door-to-door.

WEEKLY RORO SERVICE The ACL vessels maintain a 
reliable, day-of-the-week schedule in North America, calling 
Thursdays in Baltimore, Fridays in Portsmouth,
Virginia, Saturdays in New York and Mondays 
in Halifax. The ACL vessels arrive Thursdays 
in Antwerp where the cargo is relayed to the 
Grimaldi Euromed vessel that departs 
Antwerp on Fridays. The Euromed Service 
calls at Livorno, Salerno, Piraeus, Izmir,
Ashdod, Limassol, Alexandria, Savona, and 
Setubal. Service is also provided by Grimaldi 

vessels to Malta, Palermo, Valencia, Venice
and Koper. ACL offers you through bills of lading to all of 

these Mediterranean ports and can also offer you inland 
transport services at both ends of the ocean voyage.

ACL is the leading carrier 
of breakbulk, project & 

uncontainerized cargo with 
the world’s largest combination 

RORO/Containerships.



W EEK LY 
R O R O  SER V ICE T O  T H E  

M E D IT E R R A N E A N
MODERN VESSELS The a c l  g-3
vessels are the largest and most versatile 
RORO/Containerships in the world today. 
Their unique design gives you the flexib ility of 
moving a variety of cargo types and sizes -  
from heavy machinery to containers.The 
Grimaldi Grande-Class RORO vessels are the 
newest and most flexible ships operating into 
the Mediterranean today. With both vessel 
fleets, your vehicles and oversized cargo are 
parked securely under deck, allowing for the 
ultim ate protection for cargo with large 
dimensions.

A C L

C A R G O  EXTE N S U S
(W IDE LO AD)

C A R G O  C O L O SSU S
(O VERSIZED)
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BALTIMORE 21 22 24 25 25 25 27 27 28 29 30 32 C
O

C
O 40

PORTSMOUTH 20 21 23 24 24 24 26 26 27 28 29 31 38 39
NEW YORK 19 20 22 23 23 23 25 25 26 27 28 30 37 38
HALIFAX 17 18 20 21 21 21 23 23 24 25 26 28 35 36

TRANSPORTATION  
EXPERTISE ACL’s people are 
well known for the ir expertise in 
moving cargo that others find  hard to 
handle. In the Mediterranean, you 
can bene fit from the Grim aldi 
Group’s many years of experience 
and the ir extensive office network. 
ACL’s computers track your ship-
ments to the ir fina l destination and 
our modern comm unications speed 
documentation and shipment status 
inform ation.

C A R G O  5P E C IA L IS
(U N U SU A L)

C A R C O  D IF F IC IL IS
(H A R D -T O -H A N D LE)



/  A T I  A N  T I  C 
O  C E A R " -

Strait -  -V o f Gibraltar

Ashdod

Alexandria

40' Flatracks

E Q U IP M E N T

I 20' Flatracks

O U TS ID E  D IM E N S IO N S

LENGTH WIDTH HEIGHT
20' 8' 8 '6 "
(6.096 M) (2.438 M) (2.591 M)

19 '4 " 8'
(5.893 M) (2.438 M)

IN S ID E  D IM E N S IO N S

LENGTH WIDTH HEIGHT
19 '4 " 7 '1 1 " 7 '5 "
(5.893 M) (2.413 M) (2.261 M)

PAYLO AD

TARE CARGO
5532 lbs. 38000 lbs.
(2509 kg.) (17237 kg.)

4078 lbs. 38000 lbs.
(1850 kg.) (17237 kg.)

42' Flatbed Trailer

D IM E N S IO N S

LENGTH WIDTH
42' 8'
(12.800 M) (2.438 M)

PAYLO AD

TARE CARGO
11,000 lbs. 44000 lbs.
(4990 kg.) (19958 kg.)

O U TS ID E  D IM E N S IO N S

LENGTH WIDTH HEIGHT
40' 8' 8 '6 "
(12.192 M) (2.438 M) (2.591 M)

40' 8' 9 '6 "
(12.192 M) (2.438 M) (2.896 M)

IN S ID E  D IM E N S IO N S

LENGTH WIDTH HEIGHT
3 9 '5 " 7 1 1 " 6 '7 "
(12.014 mm) (2.413 M) (2.007 M)

3 9 '2 " 7 '3 " 7 '6 "
(11.938 M) (2.210 M) (2.286 M)

PAYLO AD

TARE CARGO
10910 lbs. 44000 lbs.
(4949 kg.) (19958 kg.)

9480 lbs. 44000 lbs.
(4300 kg.) (19958 kg.;I

Roll Trailers/Mafis j

CARGO LENGTH/WIDTH LENGTH/WIDTH
PAYLOAD (FEET) (METRIC)
20 tons 20 ' X 8' 6 .096 M X 2.438 M
30 tons 40 ' X 8 ’ 12.192 M X  2.438 M
40 tons 3 0 ’ x 8 ’ 9 .144 M x  2.438 M
40 tons 40' x 8' 12.192 M X  2.438 M
45 tons 40' X 8' 12.192 M X  2.438 M
60 tons 40' X 8' 12.192 M X  2.438 M
60 tons 6 3 '4 " X 8' 19.304 M x  2.438 M
65 tons 30' X 8' 9 .144 M x  2.438 M
65 tons 40' X 8' 12.192 M x  2.438 M
80 tons 40 ' X 8' 12.192 M x  2.438 M
100 tons 40 ' X 10' 12.192 M x  3.048 M
170 tons 26' X 9 '10 " 8.000 M X 3.000 M
220 tons 4 2 '6 " X 1 1 '6 " 12.954 M x  3.505 M

These units are mounted on wheels with solid tyres (not pneumatic;
They are designed for bulky and heavy cargo and are used for
pier to pier use only. We can obtain specialized trailers for project
shipments.

TEAMWORK With ACL, your shipments to the Mediterranean can be just as easy as your shipments _
to North Europe. Take advantage of our expertise and devotion to quality. You won’t entrust your cargo to 
anyone else again. When it comes to oversized cargoes and vehicles to the Mediterranean, ACL is the best 
way to travel. For further information contact your local sales representative at:

1-800-ACL-1235
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Deutsche Post, which reported $30.8 bil-
lion in revenues for that year.

However, UPS is actually the biggest 
pure transportation group. If Deutsche Post’s 
mail and banking revenues were set aside, it 
would drop below UPS in terms of revenue.

More to the point, UPS has significantly 
greater net income than its immediate com-
petition. For example, the actual net in-
come at Deutsche Post is 47 percent of that 
at UPS. The net income for FedEx is 20 
percent of UPS’s.

Operating margins at UPS should gener-
ate more than $2 billion in cash flow in 
2002. In contrast, FedEx had negative free 
cash flow in 2001.

Those figures mean that UPS has, realis-
tically, the deepest pockets in the transpor-
tation industry. And, as consultant Richard 
Armstrong noted, “UPS has made it very 
clear that it will use its cash clout to reach 
out for more global business.”

The UPS executives interviewed spoke 
in passing of Deutsche Post, but had little to 
say about FedEx.

“Deutsche Post is a formidable competi-
tor. We have two issues with them. One is 
where they get the revenue to buy all of the 
companies they have. The other is that we 
don’t feel they have the whole portfolio we 
have to integrate solutions for clients,” Pyne 
said.

“We have a pretty good feel for what 
Deutsche Post is trying to do,” Eskew said. 
“They’ve made a number of acquisitions, 
collecting companies. We have, too, of 
course. A lot of folks can buy.

“The trick is to integrate services, and 
bring value to that integration for customers 
by solving problems over the whole supply 
chain. Just adding on company after com-
pany without that focus of supply chain solu-
tion doesn’t cut it — or so we are hearing in 
the market.”

Among U.S. domestic third-party pro-
viders, there are expectations that UPS may 
acquire an existing, well-established third- 
party logistics provider. Kuehne & Nagel’s 
recent purchase of USCO Logistics has, by 
all accounts, benefited both parties.

“We’re always looking for potential ac-
quisitions that would fit our business 
model,” DiMaggio said.

“Most of our growth in the U.S. will 
come from organic growth in the 3PL area,” 
Pyne said. “By organic growth, I mean this: 
as we come to understand what verticals we 
want to play in, and what the needs are in 
those segments, we are scaling up intellec-
tual property we already have acquired.”

By ‘verticals,’ Pyne meant specific types 
of industries, such as electronics, health 
care, or retail niches.

“We’re going to be opportunistic,” Eskew

said. “We’re going to keep our options 
open. If we see something we like, a com-
pany that we think would fit into the niches 
we need, then we’ll move on it.”

In expanding its logistics services, the 
danger that UPS wants to avoid is losing 
quality control when a plethora of vendors 
and providers, to whom work has been 
outsourced, go astray.

“The way to avoid that trap is to keep the 
upper hand,” Eskew said. “The scrutiny we 
give our customer’s supply chains requires 
focus and attention. We do months and 
months of research and homework before 
make a pitch for anyone’s business.

“We’re not looking necessarily to handle 
every part of a supply chain, which in some 
circumstances, could be like one actor tak-
ing on too many roles. We have to be 
pragmatic, and as Dan DiMaggio said, not 
everything is for us,” he said.

“Our customers are saying that hand-offs 
bother them. Worldwide, it’s tough to man-
age multiple hand-offs with multiple ven-
dors,” Eskew said.

“The good news is that, for UPS, our 
customers are also saying, ‘if you can bring 
it all together, make it seamless, and be 
someone we can trust, then you’ll get our 
business,’ ” he said. ■

# # # P S T

„  •

D i d  y o u  h e a r ?

W e 'v e  changed o u r name. 

VRDP" is now "PST".

S Pasha S t e v e d o r ing & 

rminals, we continue to 

IpTOvide except iona l cargo 

services, operat ing general 

b re a k b u lk  and c o n t a in e r 

t erm ina ls throughou t the 

Port o f Los Ange les. W e 're  

grow ing at Term inal Velocity. 

And there's more to come. 

Ca l l us for details.

Pasha Stevedoring & Terminals L.P. 
802 South Fries Avenue ■M 'Q H  
Wilmington, CA 90744 
www.PSTerminals.com 
Phone 310-835-9869 H l p l  
Fax 310-835-9861 P S T
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Shipping direct from China
Bypassing Hong Kong and routing imports from  ports 

in South China may become the norm.

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

If business nowadays is driven only by 
low costs, then shippers importing 
goods from China are doing the right 

thing when bypassing the traditional gate-
way of Hong Kong.

Importers have taken advantage of the 
lower costs of shipping containerized goods 
from a port in South China, instead of 
Hong Kong, and built on their initial expe-
rience of this routing option.

Andrew Rosener, director of interna-
tional logistics at Hasbro Inc., the major 
toys company, said his company switched 
the routing of shipments from Hong Kong 
to ports in South China about seven years 
ago.

This cargo routing now provides several 
benefits to importers, he said at the recent 
Transpacific Maritime conference in Long 
Beach, Calif.

One key benefit is “taking control at 
source,” Rosener said. However, this also 
involves changes in the organization of 
operations, when compared to traditional 
shipments moving under free on board 
(FOB) Hong Kong terms. Hasbro con-
verted its imports to ex-works in China 
some seven years ago.

“The key advantage is the significant 
landed costs reduction,” Rosener said. 
“Probably as important, if not more impor-
tant, is controlling visibility.”

Costs. Transpacific ocean freight rates 
from a mainland port in South China and 
from Hong Kong are now virtually the 
same, when excluding factors such as port 
charges or so-called “arbitrary” charges.

Rosener said shippers moving goods 
direct from a port in China can make “sig-
nificant savings” on three expense items:

•  Inland transport costs.
•  Terminal handling charges.
•  Freight and consolidation costs.
Cross-border trucking from a mainland

factory in the city of Guangzhou to Hong 
Kong costs $400 to $900, depending on the 
origin, said Rosener, who travels to South 
China about twice a year.

“The key advantage 
is the significant landed  

costs reduction. Probably 
as important, i f  not more 
important, is controlling  

visib ility”

Andrew Rosener
director o f international 
logistics,
Hasbro Inc.

By contrast, trucking within mainland 
China to the port of Yantian generally 
costs only $115 to $400, also depending on 
the origin.

“There is a $500 savings via Yantian on 
trucking,” Rosener said. Not only does 
trucking cargo to a mainland port imply a 
lesser distance than to Hong Kong, it often 
means that border delays are avoided.

While trucking costs less to a mainland 
port, terminal handling charges there are

also considerably lower than in Hong Kong, 
a port that is regarded as expensive.

Rosener said terminal handling charges 
from a mainland Chinese port is $100 per 
container, compared to $369 from Hong 
Kong — hence another saving of $269 per 
container (see Table No. 1).

The comparative cost calculations must 
also include the cross-border fee levied on 
shipments moved via Hong Kong, and the 
level of U.S. import duties based on the 
FOB value of the goods.

Rosener said shipping from a Chinese 
port lowers the inland and other transport 
costs that are part of the FOB value of the 
goods, and therefore has a positive impact 
of the cost of import duties.

He estimates that the Hong Kong cross- 
border fee is about $34 per container. As-
suming U.S. import duties of 15 percent, 
cargoes shipped ex-China may attract a 
saving of 5 cents per piece, or about $200 
per container.

“You wonder why more people are not 
doing it,” Rosener said.

But one historical brake on the use of 
Chinese ports has been the fear of getting 
caught in the bureaucracy of Chinese Cus-
toms.

“The People Republic of China Cus-
toms are more difficult than in Hong Kong,” 
said Sunny Ho, executive director of the 
Hong Kong Shippers’ Council.

Customs export procedures on the main-
land are complicated, because they moni-
tor the application of export incentive 
programs, Ho said. Cargo must arrive at 
the port one day before the vessel, and 
early procedures are necessary.

“In Hong Kong, the shipper can com-
plete the customs declaration up to 14 days 
after the ship has sailed,” Ho told Ameri-
can Shipper. “It’s a very lenient customs 
policy.”

“People say that China’s Customs are 
impossible, but it’s not that big a problem,” 
Maureen Saul, vice president of logistics 
and marketing at United States Consolida-
tion, told the Transpacific Maritime con-
ference. Customs problems in mainland 
China are “largely due to erroneous docu-
mentation,” she added.

Improved Control. Rosener said the 
second major benefit of shipping ex-China 
is the improved control it allows over the 
location and shipment progress of the goods.

“One of the big discrepancies in shipping 
is the difference between shipping out of a 
factory and shipping out of a port,” he said.

If goods miss the cut-off time for ship-
ment at the port by one hour, they may miss 
their target arrival date by a week because 
the next sailing is a week later, Rosener
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ONLY ONE PORT O N  
THE EAST COAST IS GROWING 

AS FAST AS YOUR SHIPS.

As ships grow bigger and cargoes become heavier, 

you can count on The Port of Virginia to keep 

pace. We plan to make our already deep channels 

even deeper. The Port’s new Suez-class container 

cranes can move as many as forty 50-ton con-

tainers in an hour. A n expanded wharf awaits

your ships at Norfolk International Terminals. 

The Port’s 2020 Vision plan includes the con-

struction of a fourth world-class terminal and sig-

nificant additions to our extensive on-terminal, 

intermodal railyard. Just like your ships, we’re 

picking up speed as we sail into the 21st century.

T H E  P O R T  O F V I R G I N I A
Newport News Marine Terminal •  Norfolk In ternational Terminals •  Portsm outh M arine Terminal •  Virginia Inland Port 

Virginia Port A uthority •  600 W orld Trade C enter • Norfolk, VA 23510 U SA  • Phone 757-683-8000 •  FAX 757-683-8500
Toll Free 800-446-8098 •  www.vaports.com

http://www.vaports.com
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Table No. 1

Costs of shipping a container from 
Guangzhou province to U.S.

(in U.S. dollars)

Via Hong Kong V ia Yantian Difference
Per per per per per per

container p iece container p iece container piece

Trucking $800.00 $0.20 $350.00 $0.09 $450.00 $0.11

Terminal handling charge $369.00 $0.09 $100.00 $0.03 $269.00 $0.07

U.S. import duty on FOB value $5,080.00 $1.27 $4,880.00 $1.22 $200.00 $0.05

Hong Kong cross-border fee $3.40 $0.00 $0.00 $0.00 $3.40 $0.00
(@ 0.01 % of value of goods)

Total co st (excl. ocean freight) $6,252.40 $1.56 $5,330,00 $1.33 $922.40

Notes: The ocean  fre ight rate is  the sam e  from  Yan tian  o r from  Hong Kong; O ne  m aritim e 
conta iner in c lude s 4,000 p ie ce s  o r boxes; va lue o f g oo d s  a ssu m ed  to  b e  $34,000 per 
conta iner ex -H ong  Kong).

warned. He suggested that shipping from a 
nearer port on the mainland would reduce 
the potential for missed sailings.

In Hasbro’s experience, shipping ex- 
China allows an improvement of seven to 
14 days in shipment visibility. The ship-
ments can be booked on a vessel one week 
earlier, instead of having to wait until an 
agent in Hong Kong receives the cargo and 
books from there. And improved opera-
tions can also provide another week of 
shipment visibility.

Rosener said Hasbro relies on shipping 
lines to monitor the shipment operations in 
mainland China. “We only deal with four 
steamship lines — it reduces the potential 
for errors,” he said. “There’s abenefit if you 
appoint one company to take responsibil-
ity.”

Cargo Diversion. Shippers and ship-
ping lines have substantially increased their 
use of mainland Chinese ports.

This has meant that the port of Hong 
Kong has lost a major portion of its former 
market share in cargoes produced in South 
China to ports located on the mainland.

The main beneficiaries of this cargo di-
version are the ports of Yantian and Shekou, 
both located in the Shenzhen zone on the 
mainland, south of Guangdong province 
and near Hong Kong.

“Hong Kong and the Shenzhen ports are 
sharing the same cargo base,” Ho said. 
“The share of the Shenzhen ports is getting 
bigger and bigger.”

How big?
Ho estimates that the Shenzhen ports 

now handle 20 percent of the containerized 
cargoes from South China, while Hong

Kong still has a share of 80 percent.
But the Hong Kong government fore-

casts that the port of Hong Kong will see its 
share decline to 45 percent by 2020, whereas 
its port competitors on the mainland will 
boost their share to 55 percent.

“It’s a reverse of shares (from previous 
history),” Ho said.

Given China’s entry in the World Trade 
Organization and continued high growth in 
the country’s exports, Ho stressed that the 
port of Hong Kong will still increase its 
volume throughput in absolute terms.

The engine of growth of China remains 
the provinces of South China, particularly 
Guangdong. “Guangdong province repre-
sents the most important sourcing location 
in the world,” Rosener said.

When goods sold in the West are marked 
“Made in China,” there is a high probability 
that they have been produced or assembled 
in Guangdong.

The increasingly tendency of shippers 
and carriers to use ports on the mainland as 
an alternative to Hong Kong is backed by 
statistics reported by the ports of South 
China and by the port of Hong Kong.

From 1999 to 2001, Shenzhen ports in-
creased their combined traffic from 4 mil-
lion TEUs to 5.06 million TEUs, a 25 percent 
rise, Ho said. Over the same period, the port 
of Hong Kong saw its traffic drop from 18.1 
million TEUs to 17.8 million TEUs, a 2- 
percent drop.

Ho stressed that “Hong Kong is still three 
times as large” as the Shenzhen ports.

However, in the first two months of this 
year, it is estimated that Hong Kong suf-
fered a 1 to 2-percent fall in container 
traffic. Ho said that mainland ports in

Shenzhen had no such problems, as they 
enjoyed a 41-percent volume increase over 
the same two-month period.

Ho expects the port of Hong Kong to post 
an increase in container traffic of 3 to 4 
percent in 2002, as opposed to a growth of 
about 50 percent for the Shenzhen ports.

“Hong Kong recognizes the threat — 
they’re losing cargo now,” Rosener said.

While shipping from a port in Shenzhen 
is now regarded as an effective routing for 
goods sourced from South China, the same 
is not true of shipping from locations in 
other areas of China.

It is still difficult to truck cargoes from 
North China to South China, according to 
industry sources. Direct services from North 
China ports are also less common than from 
the south.

“Hong Kong has lost a lot of the trans-
shipment cargo from North China and cen-
tral China,” Ho said. “If cargo is originating 
from near a North China port, it will ship

“H ong Kong has lost 
a lot o f  the transshipm ent 
cargo from  North China 

and Central China.
I f  cargo is originating from  

near a North China port, 
it will ship from  a North  

China port ”

Sunny Ho
executive director,
Hong Kong Shippers’ 
Council
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Steve W hite, Senior V.P. Logistics, D o lla r  Tree Stores, Inc.

When y o u r  m ost  

expensive item is one dollar, 

y o u ’ve g o t  to p a r tn e r  with  

the m ost cost e ff ic ien t por t .

Dollar  Tree n e e d e d  a n o th e r  W est  Coast 
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fac i l i t ies  a n d  u n c o n g e s t e d  h ig h w a y  
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Eileen M urche ,  P o r t  o f  Po r t land  M arine  
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ext. 7 2 3 5  or  m u r c h e @ p o r tp t ld .c o m .
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“People say China Customs 
are impossible, but i t ’s not 

that big a problem .”

Maureen Saul
VP logistics & marketing, 
United States 
Consolidation

from a North China port.”
Rail transport and trucking from central 

and western China to Hong Kong are “not 
very developed,” Ho said.

There are now 24 different direct transpa-
cific liner services from the port of Yantian 
and 45 services from Hong Kong, according 
to ComPairSchedules.com, the global liner 
schedules database.

Services vary widely in their port-to-port 
transit times, with some fast services con-

necting Hong Kong and Los Angeles or 
Long Beach in just 11 or 12 days (see Table 
No. 2).

Services from Yantian tend to be a little 
slower, with the best transit times to and 
Los Angeles or Long Beach in the range of 
12-13 days.

“Right now, we’re also witnessing some 
divisions of markets” between mainland 
ports and Hong Kong),” Ho said.

Less time-sensitive cargoes, like toys,

Table No. 2

Comparison of transpacific transit times: South China ports
(Covering all d irect liner services, excluding interm odal services to  New York via W est Coast ports)

Transit times and arrival/departure days of the week at U.S. ports 
Participating carriers and service name Frequency EB /  WB Long Beach Los Angeles Tacom a Seattle New York
Services from Yantian, China

COSCO/“K” Line - SEA/CALCO-S Weekly Tu/Mo 12 Su 20 Tu 16 Th 17 Fr

Grand Alliance - Super Shuttle Express-SSX Weekly Su / - - 12 Fr~

New World Alliance - PS2 Weekly M o/Su 12 Sa 19 Tu

Maersk Sealand / Safmarine - TP6 Weekly Su / Mo 13 Sa 21 Mo 17 We 17 Fr

Maersk Sealand - TP-7 Weekly M o/Su 13 Su —

New World Alliance - PSW Weekly Fr/Th 13 Th 18 Su 19 W 13 Fr

China Shipping/Zim/CMA CGM - Asia America South Weekly Sa /Sa 13 Fr 21 Sa 19 Th 16 Th

COSCO/YMLTK” Line - PSW-1/AES-1 Weekly Su/M o 14S u 19 We

Hanjin/Senator Lines/COSCO/YMITK” Line - PDS Weekly Th/ — 14 Th

Trans-Pacific Lines - Transpacific Weekly Mo / Mo 14 Mo 19 We

Evergreen/Lloyd Triestino - TPS Weekly Sa /F r 14 Sa 18 Mo 19 Th 14 Fr

Hanjin/Senator Lines/“K” Line/YML - PSX Weekly M o/Su 15 Tu 17 Th

New World Alliance/Evergreen - PS1 Weekly Su/We 16 Tu 13 Th 11 Th 18 Sa

Wan Hai - China Trans-Pacific Service Weekly Mo / Mo 16 We 18 Th

CMA CGM/Norasia/China Shipping - MEX/TPX Weekly Sa /~ 17 Tu -

Grand Alliance - PAX Weekly Fr/Th 18 Tu 18 Su 14 Fr — 32 Tu 33 Sa

Hanjin/Senator Lines/CSAV/Norasia/“K” Line/OOCL-AWP Weekly Sa /Sa --18 Tu 33 Th 34 Su

Grand Alliance - PNX Weekly S a /~ 14 Sa —

Hanjin/Senator Lines/COSCO/YML/“K” Line - PDN Weekly Sa/Th 14 Sa 15 We

TMM/Lykes/Columbus/Maruba - Asia WC Americas A 18 days - - / - - - 1 5

Zim/Norasia/China Shipping - Asia Med Pacific Service Weekly Tu /~ 18 Sa —

COSCO/YMLTK" Line - AUM Weekly Th/We 26 Tu 30 Mo

CMA CGM/China Shipping/P&O Nedlloyd/Hapag-Lloyd/FESCO - PEX/AAE Weekly Th/Th 28 Th 32 Su
Grand Alliance - AEX Weekly - / S a 33 Mo
Services from Shekou, China

Grand Alliance - Super Shuttle Express-SSX Weekly - / T h - 1 5  We
Zim/China Shipping - ZCS Weekly Th/Th 19Tu16Su 34 We 32 Fr
Zim/Norasia/China Shipping - Asia Med Pacific Service Weekly Su/Tu 20 Sa 16 Su
Services from Chiwan, China

COSCO/“K" Line - SEA/CALCO-S Weekly Su/Sa 14Su 18Tu 18 Th 15 Fr

CSAV/NYK - Asia Andes Express Service -Andex 8 days ~ / „ . 1 6 - -

Kien Hung - Orient Service Weekly T u /~ 20 Mo -

MSC - Transpacific Weekly Su/Sa 17 We 16 Th
New World Alliance - SAX Weekly T h /We 21 T h 17 Su

China Shipping/Zim - America Asia Thailand - AAT Weekly - / W e 20Th

CMA CGM/Norasia/China Shipping - MEX/TPX Weekly - / W e -  20 Th
New World Alliance - APX Weekly Sa /F r 32 We 30 We
Services from Hong Kong

Grand Alliance - Super Shuttle Express-SSX Weekly M o/We 11 Fr 14 We

Evergreen/Lloyd Triestino - HTW Weekly Su /Sa 11 Th 15 Fr

Source: Global liner shipping schedules of ComPairSchedules.com. 
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footwear, Christmas trees and patio furni-
ture, tend to use Shenzhen ports, while 
more time-sensitive shippers still route 
Chinese goods via Hong Kong, Ho said.

Ocean carriers’ vessels tend to call at the 
port of Hong Kong on their outbound jour-
ney after calling at a port of Shenzhen, 
thereby giving Hong Kong faster transit 
times, he said.

Besides the changes in cargo routing in 
favor of Chinese ports, importers are in-

creasingly relocating warehousing and so- 
called value-added services to China.

Saul, at United States Consolidation, re-
ported that a trend among importers is to 
keep more inventory in China, and control 
the inventory at origin.

This enables them to ship goods direct to 
stores, or carry out “drop ship direct to 
retailer” operations, whereby the goods 
bypass the domestic distribution center of 
the retailer in the United States, Saul said.

Facilities located in China can provide 
importers with services like pick-and-pack, 
light assembly, scanning and assortment 
creation with labor costs that are only a 
fraction of what they would be in the United 
States.

“Complete product visibility is required 
from purchase order creation to receipt at 
destination,” Saul said. The technology to 
enable this is easily available to shippers, as 
they can buy off-the-shelf IT systems. ■

Participating carriers and service name Frequency E B / W B Long Beach Los Angeles Tacoma Seattle New York
Maersk Sealand/Safmarine - TP6 Weekly M o/Su 12 Sa 20 Mo 16 We 16 Fr

C0SC0/YML/“K” Line - PSW-1/AES-1 Weekly Tu/Su 12 Su 18 We

New World Alliance - PSW Weekly Sa /F r 12 Th 19 Su 18 We 14 Fr

China Shipping/Zim/CMA CGM - Asia America South Weekly Su /Sa 12 Fr 21 Sa 18 Th 16 Th

Grand Alliance - South China Sea Express - SCX Weekly M o /Sa 12 Sa 17 We

C0SC0/“K” Line - SEA/CALCO-S Weekly M o/Su 13 Su 19 Tu 17 Th 16 Fr

Hanjin/Senator Lines/COSCO/YML/'K” Line - PDS Weekly Fr/Th 13 Th 19 Sa

CSAV/NYK - Asia Andes Express Service - Andex 8 days 1 3 - -

Trans-Pacific Lines - Transpacific Weekly Tu/Tu 20 We

New World Alliance - PS2 Weekly S u /S a 13Sa 18Tu

Evergreen/Lloyd Triestino - TPS Weekly Su / Sa 13 Sa 19 Mo 18 T 15 Fr

C0SC0/YML/“K” Line - PSW-2 Weekly Su /Su 13 Sa 19 Tu

Maersk Sealand - TP7 Weekly Su /Sa 14 Su -

Hanjin/Senator Lines/“K” Line/YML - PSX Weekly Tu/M o 14 Tu 18 Th

New World Alliance/Evergreen - PS1 Weekly M o/Th 15 Tu 14 Th 10T 19 Sa

Wan Hai - China Trans-Pacific Service Weekly Tu/Tu 15 We 19 Th

Maersk Sealand/Safmarine - TP3 Weekly S a /F r 16 Mo 16 We 30 Mo 32 Mo

APUTMM Lines/Lykes - Mexico Asia Express - MAX Weekly Fr/Th 17 Mo 24 Mo

Grand Alliance - PAX Weekly S a /F r 17 Tu 19 Su 13 Fr — 31 34 Sa

CMA CGM/Norasia/China Shipping - MEX/TPX Weekly Sa/Tu 17 Tu 19 Th

MSC - Transpacific Weekly Su /Su 17 We 17Th

Zim/China Shipping - ZCS Weekly Fr/Th 18Tu 18 Su 33 We 34 Fr

Kien Hung - Orient Service Weekly W e /~ 19 Mo -

Maersk Sealand/Safmarine - TP2 Weekly F r/F r 19 We 22 Th

Wallenius Wilhelmsen - Main Ro-Ro 2-monthly 2 4 - 4 2 - -

Hanjin/Senator Lines/CSAV/Norasia/“K” Line/OOCL - AWP Weekly Su /Sa -  18 Tu 32 Th 34 Su

New World Alliance - SAX Weekly - / T u 16 Su

PM&O - Micronesia 20 days „ / - 29 - 32 -

Evergreen/Lloyd Triestino/New World Alliance - WAE Weekly Su/W e 12 F 18 Sa

Maersk Sealand/Safmarine - TP1/PEX Weekly S u /S a 12 Fr 20 Su

Hanjin/Senator Lines/COSCO/YML/“K” Line - PDN Weekly S u /F r 13 Sa 16 We

Grand Alliance - PNX Weekly Su/Th 13 Sa 17 Mo

New World Alliance/Evergreen - PNW Weekly S a /F r 14 Sa 19 Su 15 Su 18 Mo

COSCO/YML/T’ Line/Hanjin/Senator Lines - PNW/NOWCO-A Weekly Th/Th 14 Th 20 Fr

TMM/Lykes/Columbus/Maruba - Asia WC Americas A 18 days 14-

Zim/Norasia/China Shipping - Asia Med Pacific Service Weekly M o /We 19 Sa 17 Su

COSCO/YML /“K” Line-AUM Weekly Fr/Th 25 1 31 Mo

CMA CGM/China Shipping/P&O Nedlloyd/Hapag-Uoyd/FESCO - PEX/AAE Weekly F r/F r 27 Th 33 Su

Evergreen/APL/HMM/Lloyd Triestino - AUE Weekly M o/Su 25 32 We

New World Alliance - APX Weekly Su /Sa 31 We 31 We

Hanjin/Senator Lines/YML/“K" Line - AWE/NATCO-2 Weekly W e/Tu 32 S 29 Mo

Grand Alliance - AEX (USEC - Asia) Weekly F r/Su 32 Tu 34 Mo

Hanjin/Senator Lines/CSAV/Norasia - AMA Weekly M o/Su 36 Tu 53 We

Notes: In the body of the table, each entry shows the eastbound transit time to the U.S. port, the day of the week of arrival atthe U.S. port (in red), followed by the westbound 

transit time from the U.S. port and the day of the week of departure from the U.S. port.

Abbreviations: The Grand Alliance carriers are Hapag-Lloyd, NYK, OOCL and P&O Nedlloyd; the New World Alliance carriers are APL, Hyundai and MOL.
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Volvo drives 
collaborative logistics

Makes concept work with an innovative 
outbound logistics electronic system.

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

Some companies are good at talking 
about fashionable logistics concepts. 
Others, like Volvo Logistics, go fur-

ther and implement them.
Volvo Logistics, the logistics arm of 

Sweden’s Volvo group, has implemented a 
new electronic system that makes collabora-
tive logistics work for outbound logistics. It 
brings together automotive manufacturers, 
retail dealers, vehicle body builders and sub-
contractors, and transport companies.

Called A4D — for Application for Distri-
bution, the new Web-based outbound logis-
tics system is an e-business platform 
accessible by all partners in the outbound 
chain.

Dan Geyer, vice president, outbound busi-
ness and logistics development, said the 
A4D e-business platform is the first of its 
kind in the automotive industry, and that 
other major automotive manufacturers are 
lagging behind. The A4D system was intro-
duced at Volvo Bus a year ago and in 
October at Volvo Cars and is being rolled 
out at Volvo Trucks and other units.

System Capabilities. The outbound 
logistics system covers transactions from 
factory to place of delivery, accessible by 
all partners in the outbound chain to pro-
vide supply chain transparency.

Volvo Logistics said the system:
•  Gives improved delivery precision and 

delivery promises to customers.
•  Reduces lead-times for vehicle deliv-

ery.
•  Gives improved information quality, 

booking information and traceability.
•  Gives flexibility to prioritize vehicles 

and handling deviations.
•  Can handle Volvo and other manufac-

turers’ vehicles.
•  Reduces costs for administration, in-

ventory and running costs.
•  Simplifies follow-up of precision, lead- 

times, distribution and environmental costs.
Real-time data is available via electronic

“We have to prove that 
the Volvo Logistics concept 

is the best in terms 
o f  speed, precision  

and care, fo r  each brand  
and product line.”

Dan G eyer
VP o f outbound 
business & logistics 
development,
Volvo Logistics

data interchange or via the Internet in the 
A4D system to track and monitor each 
vehicle.

“It (the system) covers applications which 
go very deep into the customers’ orders,” 
Geyer said. It integrates into the manufac-
turers’ production, ordering and marketing 
systems.

Retail car dealers can see product deliv-
ery information in the system. The distribu-
tion system also links with trucking 
companies and other carriers.

System Development. The Applica-
tion for Distribution system was developed 
in-house by Volvo Logistics.

“We looked externally, but did not find 
any system for outbound logistics,” Geyer 
said, adding that inbound logistics systems 
are more easily available from software com-
panies.

Volvo Logistics looked externally at all 
new systems, from those supporting the 
fresh fruit industry — a business sector that 
faces similar logistic demands — to the 
most advanced systems supporting logis-
tics in the automotive industry.

Geyer said that Volvo Logistics had the 
advantage of having an intimate relationship 
with Volvo group companies as future users 
of the system. “We worked with the order-to- 
delivery team of Volvo Cars as it developed 
processes to build to order,” he said.

“Usually, you have the IT department 
developing systems, and then you get com-
plaints from the users,” Geyer said. “But 
this time, the development was done to-
gether with, but led by the users.”

The project leader of the Application for 
Distribution e-business system was the 
manager of the distribution department of 
Volvo Logistics.

Pre-program m ed. Volvo Logistics 
defines its outbound logistics system as 
“purpose-built for vehicle distribution, 
based on individual plans for each vehicle.”

At dealer order entry, the A4D system 
calculates a “delivery promise,” against 
which every following step is compared.

Volvo Logistics has “pre-programmed” 
in the A4D system each potential transport 
route that it may need to use from every 
production site to every retail point. The 
system also automatically adjusts delivery 
times when a shipment falls on a holiday in 
the countries concerned.

“We have alternative routes if we have a 
strike or if a shipping line is fully booked,” 
Geyer said. “The system books automati-
cally from another line or port.”

Volvo’s tight outbound logistics opera-
tions also impact the way it organizes its 
maritime transport activities (see “How 
maritime fits in logistics at Volvo”).

Transport companies that work for Volvo 
Logistics have access to the system, and can 
pre-plan their operations.

“They can optimize their distribution,” 
Geyer said.

On the administrative side, Volvo Logis-
tics also exchanges information through the
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How maritime fits in logistics at Volvo
Since 1994, Volvo has developed “in-

tegrated fixed outbound flows” that also 
include maritime transport links.

Within Europe, the company uses 
fixed-day roll-on/roll-off ocean services. 
For inter-continental transport, Volvo 
uses fixed-day liner services.

“We built that concept,” said Dan Geyer, 
vice president, outbound business and lo-
gistics development. “We are delivering 
to the ocean trades on fixed days.”

How important is the schedule reli-
ability of ocean carriers for Volvo?

"The precision of schedule reliability 
is the most important question for us,” 
said Bjom Salntson, manager in charge 
of ocean contracts at Volvo Logistics.

“We have at least 95-percent preci-
sion, which we definitely demand,” he 
added. “It’s part of our contracts.”

In return for reliable services, Volvo is 
prepared to sign contracts with ocean car-
riers for durations of one to three years.

Despite the distance from its Euro-
pean production plants, the U.S. market

still benefits from relatively short lead- 
times, according to Geyer. Lead-times 
are shorter within Europe.

For transatlantic deliveries, “it’s about 
the same setup,” Geyer commented. “We 
measure the reliability (of shipping lines).”

Geyer describes maritime transport re-
liability to New York as “very good,” 
despite potential delays in port. Our do-
mestic transport in the U.S. is “perfect," 
he added.

“The problem in the chain is not trans-
port,” Geyer said.

For exports to the United States, cars are 
shipped using twice weekly ocean ser-
vices. They undergo a pre-delivery in-
spection in New York or other ports, and 
are delivered to the dealer in covered trucks.

Shipping schedules are fed into Volvo 
Logistics’ A4D distribution system.

“We base the contracts on fixed depar-
ture and fixed arrival dates,” Geyer said.

Volvo Logistics, Volvo Cars, Jaguar 
and Land Rover hold joint contract nego-
tiations with shipping lines.

system with transport companies. It trig-
gers the invoicing of transport costs by 
carriers to the vehicle manufacturer.

3PL Role. Volvo Logistics is owned by 
AB Volvo, and is no longer part of the same 
group as for Volvo Cars, acquired by Ford. 
However, Volvo Logistics has continued to 
handle logistics for Volvo Cars.

“We manage the logistics for all the 
Volvo group brands of companies,” Geyer 
said.

Volvo Logistics also handles the distri-
bution for Jaguar, the U.K.-based car manu-
facturer also owned by Ford, to most 
countries in Europe.

But, despite the historical relationship 
with Volvo Cars and Volvo Trucks, Volvo 
Logistics has no automatic guarantee that it 
will retain these customers.

“We have to prove that the Volvo Logis-
tics concept is the best in terms of speed, 
precision and care, for each brand and prod-
uct line,” Geyer said.

This means that Volvo Logistics has 
evolved from a logistics department of a 
large corporation to a third-party logistics 
provider with external customers.

“We are careful about who we approach,” 
Geyer said. “It has to benefit the Volvo 
group.”

Volvo Logistics said it focuses on "total 
logistics” — not just on transport.

“Some external companies focus on 
freight only and on optimizing this — the 
traditional view of logistics,” Geyer said. 
“We focus on total logistics, which in-
cludes everything from precision to lead- 
times, through capital costs and customer 
satisfaction.”

Volvo Logistics does not own any trans-
port vehicles itself and purchases the trans-
port services externally.

Volvo Logistics is also moving closer to 
other companies to cooperate on logistics 
and transport. This includes delivery by 
truck using the same vehicles, and maritime 
transport contract negotiations.

The company has tried to develop coop-
eration with other car manufacturers. More 
recently, it has started to work with Ford, 
Jaguar, Land Rover, Renault V.I and Mack 
Trucks on joint contracts and logistics activi-
ties.

Volvo Logistics and Volvo Cars have 
moved from a system where car dealers 
held substantial inventory to one designed 
mainly for a customer-ordered production 
system — also known as build-to-order. In 
North America and Asia, though, the pro-
portion of Volvo cars that come from cus-
tomized orders is lower than in Europe.

Volvo has also closed its bulk car distri-
bution platforms in destination markets,

and now delivers direct to retail dealers, not 
via importers.

“In Europe, we do not have any import-
ers’ stock,” Geyer said.

Volvo vehicles are produced in Sweden, 
Belgium, Poland, France and Spain and 
sold in about 150 countries worldwide.

In the last few years, Volvo Logistics has 
reduced lead-times from five to 15 days to 
two to six days for European customers, 
Geyer said.

Volvo Logistics is involved in planning 
the logistics for new Volvo cars as soon as 
they enter the product design phase. It can 
take two to four years for a new car to be 
designed. For example, when Volvo planned 
a larger new car, the X90, Volvo Logistics 
already looked at new handling procedures 
and transport requirements for the future 
model.

“I don’t know any other 3PL that is 
involved that early,” Geyer said.

Volvo Logistics uses “key performance 
indicators” to monitor the fulfillment of 
outbound logistics activities. These indica-
tors range from delivery precision and lead- 
times to logistics costs, damage and other 
service attributes.

“The focus today is very much on preci-
sion — to meet delivery days,” Geyer said. 
“The objective this year is 98-percent pre-
cision.” Precision is defined as the percent-
age of deliveries that arrive on time.

A few years ago, the key performance 
indicator was lead times, Geyer said. Now, 
the attention is directed more towards pre-
cision and logistics costs.

The key performance indicators are de-
fined by, and depend on, the customers, 
Geyer said. They are monitored constantly.

The A4D system measures the precision 
of all activities, and this data can be ac-
cessed by location.

“We use these measurements to negoti-
ate with transport companies,” Geyer added.

For every supplier, such as carriers, Volvo 
Logistics goes through its logistics perfor-
mance needs with them.

If there is a surge in volume, this can 
cause problems, as carriers may not be able 
to cope, Geyer said.

“But with A4D, transport vendors know 
which vehicles to carry first,” he said.

Geyer said the A4D system has attracted 
the attention of many companies involved 
in outbound automotive logistics, includ-
ing other car manufacturers.

He said Volvo Logistics can prove that 
its system is ahead of other companies in its 
industry.

“There are a lot of buzzwords used within 
the logistics business today,” Geyer said. 
“However there does not appear to be much 
substance behind these words.”

Volvo Logistics is now developing a new 
inbound logistics e-business platform. ■
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“We’re conservative. I t ’s not necessary to be 
everywhere, but to be strong where you are.”

Arthur Ed. Ziegler
president,
Ziegler Group

The quiet logistics giant
Ziegler Group builds strong logistics network in Europe.

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

W hile the large freight transpor-
tation providers race to place 
their flags in the far reaches of 

the world market, the Ziegler Group be-
lieves that success resides in its own back-
yard.

For nearly 95 years, the Brussels-based 
company has carefully picked local freight 
markets and then saturated them with its 
presence. The Ziegler family has no plans 
to change this strategy.

“We’re conservative,” said Arthur Ed. 
Ziegler, president of the Ziegler Group, 
who rarely grants media interviews. “It’s 
not necessary to be everywhere but to be 
strong where you are.”

Ziegler has developed a network of of-
fices spread mostly across Belgium, the 
Netherlands, Luxembourg, France, Swit-
zerland, Denmark and the United King-
dom. On a smaller scale, the company has 
a few offices scattered in Germany, Swe-
den, the United States and Morocco.

The size of the company ’ s offices largely 
depends on the size of the local markets.

These offices are closely linked to larger 
hubs. Ziegler believes that local branch 
offices are “indispensable to make a sig-
nificant impact upon local economies, es-
pecially where small and medium-sized 
organizations and industries are con-
cerned.”

The Ziegler Group’s goal is to be ranked 
among the top five freight transportation 
providers in each of its main markets.

Ziegler said many shippers are worried 
about the trend among large providers to 
merge and centralize their offices, which 
causes disruptions in service and customer 
relations. Despite these trends, the Ziegler 
family will continue to maintain its strong 
local office network.

While many of its branch offices operate 
under the Ziegler name, a number have 
kept the brand names, staff, client lists, and 
customer service strategy which they had 
when acquired by the Ziegler Group. These 
firms include Carga, Interlogistics, 
Intertrans, KP, Trama, Universal Express, 
Anglo Overseas, Moiroud, Rivoire, Drouin

Europe, Grimaud Logistique, STTM, Trans 
Service, Chatel Transports, Rochais Bon-
net, Transco, BLG, Haldemann, Nauta and 
Leman. “They work together and compete 
against the other companies,” Ziegler said.

Roots. The Ziegler Group traces its roots 
to 1908 when Ziegler’s father, Arthur lo- 
seph Ziegler, a native of Switzerland, 
bought the Brussels branch of Schenker.

The company wasted no time in the 
early years to expand its transport cover-
age from Belgium to Germany, Austria, 
France, Hungary and Iran. It also opened a 
branch office in 1910 at Gent, Belgium.

Ziegler’s business was disrupted during 
World War I. But after the war, the com-
pany entered a new phase of expansion 
between 1918 and 1939. Offices were 
opened at the Antwerp seaport, Liege, 
Charleroi and Herbesthal.

Most of the company’s transport ser-
vices in the early years involved the rail-
roads. After World War II, more of its 
shipments were placed on trucks for trans-
port to the European hinterland. It was also 
during this time that Arthur Ed. Ziegler and 
his brother Robert joined their father in the 
company’s day-to-day operations.

In the mid-1950s, the Ziegler Group 
began to set up its first operations outside 
of Belgium, and by the early 1960s, the 
company acquired Nuttin and Moiroud, 
both of France, and BLG (Basle Ware-
housing Co.) in Switzerland.

According to the company’s history, 
most acquisitions involved financially 
troubled transportation firms — “a price of 
one franc was paid, after which they were 
straightened out and restructured which 
allowed them, after a given time, to record 
profits.”

Ziegler also expanded beyond traditional 
inland freight transportation to cover inter-
national ocean cargo moves. In 2000, the 
company moved an estimated 85,000TEUs 
of import and export cargo through its 
logistics network.

In addition, air freight and courier ser-
vices have grown quickly in recent years 
for Ziegler. The company ’ s air-freight busi-
ness is particularly strong in Brussels and 
Antwerp.

Today, Ziegler has more than 6,000 em-
ployees located at 260 branch offices, and 
about 900,000 square meters of warehous-
ing in Europe.

The company has linked its offices and 
warehouses through its electronic data cen-
ters located in Brussels; Lille, France; Basel, 
Switzerland; and Copenhagen, Denmark. 
Ziegler’s system uses a combination of 
barcode technology, electronic data inter-
change and Internet applications to manage
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data transmissions.
One of Ziegler’s strongest niche busi-

nesses is providing transportation and lo-
gistics services to French wine producers. 
The company has offices in all the major 
wine producing areas of France, such as 
Bordeaux for Bordeaux wines; Auxerre, 
Beaune, and Dijon for Burgundy and 
Beaujolais; Chalons, Reims and Troyes for 
Champagne; Angouleme and Saintes for 
cognac; and Colmar, Mulhouse, Nancy 
and Strasbourg for Alsace wines and fruit 
brandy.

“The existence of fully owned branches 
in wine producing areas enables us to pro-
vide a door-to-door service from the pickup 
of the cases to the delivery to wine mer-
chants and supermarkets in Belgium,” the 
company said.

It’s estimated that Ziegler’s 9,000- 
square-meter warehouse in Brussels can 
store up to 7 million bottles of wine and 
spirits. The EDI-based warehouse system 
manages inventory, order preparation, re-
packaging, labeling and distribution. Many 
shipments are prepared and delivered to 
customers in Belgium, Luxembourg, and 
the Netherlands within 24 hours.

Ziegler has also become a specialist in 
handling imports of wines and spirits from 
other source locations, such as Portugal,

California, Chile, Australia, South Africa 
and Scotland. Most of these shipments are 
received at the company’s facilities in the 
ports of Antwerp and Rotterdam.

Partners. Ziegler’s well-defined trans-
portation logistics network in Europe has 
made it a desirable partner for non-Euro-
pean logistics companies.

Similarly, Ziegler has been able to le-
verage its ability to enter overseas markets 
through agents.

“We can’t afford to open up everywhere 
in the world,” Ziegler said. Fie added that 
the company ’ s pol icy of working with over-
seas agents is “to live together and grow 
together — like a marriage.”

In the United States, for example, the 
Ziegler Group operates offices in Racine, 
Wis., and Windsor Locks, Conn., under 
the name Leman. However, to better cover 
the North American market, the company 
forged an alliance last year with BDP In-
ternational, based in Philadelphia.

“With this alliance, our customers will 
find on both sides of the Atlantic Ocean 
very experienced partners with a large re-
spective network and strong bargaining 
power with airlines and shipping lines com-
mitted to customer success,” said Ziegler 
at the time of the alliance’s announcement.

For BDP, the alliance meant access to 
the Ziegler Group’s pan-European ground 
transportation network and warehousing 
system with bonded storage, order pick-
ing, assembly and invoicing.

Throughout the world, Ziegler has de-
veloped alliances with more than 60 agents 
in Asia, North America, South America, 
Africa and Australia.

Questionable Competitors. In the
immediate future, Ziegler must contend 
with the market impacts of state-owned 
companies in Europe expanding their in-
fluence in the freight distribution sector. 
These operations include Deutsche Post’s 
Danzas AEI and the Belgian National 
Railway’s ABX Logistics.

Ziegler called the state-owned compa-
nies’ use of tax dollars to rapidly build their 
operations economically dangerous and 
unfair to family-owned businesses. Acqui-
sitions made by these operators have con-
tributed  to a reduction in national 
distribution companies across Europe in 
recent years.

But Ziegler said he has nothing to fear 
with state-owned operators in the long-
term. “I’m sure those large companies will 
not have the success that they expect,” he 
said. ■
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Shippers’ Case Law
Abstracts by Robert Mottley, rmottley@shippers.com

Hijacked apparel
Tommy Hilfiger USA Inc. contracted with ocean carrier Mitsui 

O.S.K. Lines to transport three containers of wearing apparel from 
Jakarta, Indonesia, to New York City. As specified in the bill of 
lading, Mitsui brought the shipment to Los Angeles by ship, and then 
subcontracted for on-rail carriage from Los Angeles. Union Pacific 
brought the containers to Chicago, where they were transferred to 
Conrail, and were delivered to Conrad’s yard in Croxton, N.J. After 
11 days at the yard, an authorized truck driver from Commonwealth 
Trucking Co. took one container into New York. The driver said that, 
on his way to the city, masked and armed men hijacked him and the 
truck. Later, the driver said the hijackers let him go but kept the 
container, which has not been recovered. The two remaining contain-
ers in the shipment were delivered to Tommy Hilfiger as contracted.

The shipper began litigation in federal court in 1998. When that 
lawsuit was dismissed on Sept. 7, 2000, for lack of jurisdiction, 
Tommy Hilfiger and Vigilant Insurance Co., Hilfiger’s insurer, 
promptly refiled in New York state court, seeking to recover 
$525,000 in damages for the lost container from Commonwealth 
Trucking and Conrail.

Conrail argued before Justice Charles Edward Ramos that no 
record existed as to the quality and quantity of the shipment, that 
Tommy Hilfiger’s claim was controlled by the Carriage of Goods 
By Sea Act (COGSA), and that the bill of lading with Mitsui 
allegedly said any litigation would occur in Japan.

Ramos noted in his ruling that Tommy Hilfiger “provided 
testimony from Victor Valdes, the truck driver, who said the 
container was full when he opened it while it was in Conrail’s 
yard.” The shipper also claimed that “Conrail took a photograph of 
the container, but never produced it,” which “creates an inference 
that the failure to produce the photograph...would support (the) 
plaintiffs’ position,” Ramos said.

“While the bill of lading contains a forum clause requiring all 
suits against Mitsui to be brought in Japan,” the shipper argued that 
“such a requirement does not apply to Conrail, which is not the 
carrier, but is, at best, a subcontractor.” Furthermore, Tommy 
Hilfiger argued that “Conrail has waived its right to invoke the 
clause by participating in discovery and litigation here in the U.S. 
for nearly three years,” Ramos said.

The shipper also argued that, by allegedly disposing “of crucial 
items of evidence” before they could be examined by the plaintiffs, 
“Conrail allegedly has committed spoliation, whether intentionally 
or negligently, and should be subject to sanctions,” Ramos said.

Countering the shipper’s claims, Conrail offered the testimony of 
a former FBI agent that “the driver of the hijacked truck could have 
been involved in the hijacking. Conrail also disputed the plaintiffs’ 
assertion that 613 cartons of clothing were in the stolen container, and 
the amount of damages, arguing that Tommy Hilfiger’s purchase 
price of materials is the proper measure,” Ramos said.

Ramos found that “this is the proper forum for this su it... Since 
Mitsui is not the carrier in this situation, this action can continue in this 
jurisdiction.”

He also found that COGSA was not applicable, because the loss did 
not take place at seas. "The container had been held by Conrail within 
its premises. In effect, Conrail was a bailee for the benefit of Tommy 
Hilfiger,” Ramos wrote.

“The court finds an issue of fact as to the specific contents which 
were stolen. Valdes (the driver) testified he saw the contents in the

stolen container. The bill of lading did not break down the contents 
that were in the container. ... A trier of fact should reach a final 
determination as to the stolen contents,” Ramos said.

“As for the matter of spoliation, to draw inference against the 
spoliator, courts must initially determine if there was a duty to 
preserve evidence, the intent of the spoliator, and the contents of the 
destroyed evidence. The evidence allegedly destroyed was in the 
control of Conrail, and Conrail has not adequately addressed the 
issues raised by plaintiffs. The court finds that the evidence would 
have been relevant to the contested facts of this case, and that its loss 
has substantially impeded plaintiffs’ attempt to prove their allega-
tions. The court shall sanction Conrail by determining the issue of 
liability against it.”

In short, Ramos said Conrail was liable for damages. Conrail, 
without conceding any liability, had asked the court that it be 
subject to a maximum liability of $250,000 — although the legal 
rationale for that limit was never part of the bill of lading for the lost 
container. The actual amount of damages will be determined at a 
subsequent hearing, pending an appeal.
[Tommy Hilfiger USA Inc., and Vigilant Insurance Co. v. Com-
monwealth Trucking Inc., Consolidated Rail Corp. and Profes-
sional Security Business Ltd.; Supreme Court o f the State o f New 
York, County o f New York: Commercial Division; index no. 120056/ 
00; Date o f ruling: Feb. 2]

Rockets overboard
In February 1999, Hughes Aircraft Systems International deliv-

ered 100 Tow 2-A missiles, manufactured by Raytheon, to United 
Arab Shipping in Wilmington, N.C., for delivery to the Kuwait 
National Guard. All of the missiles were loaded into one 20-foot 
container. United Arab stowed the container on deck on board the 
Tabuk, the bill of lading having stated that the cargo “may be 
carried on deck at the ocean carrier’s option.”
Later that month, the container of missiles was lost overboard 
during a storm in the North Atlantic. American Home Assurance, 
Raytheon’s insurer, paid a claim of $2,560,250, and then sued 
United Arab in federal court in New York to recover that amount.

U.S. District Judge Victor Marrero, in his ruling, cited the insurer’s 
arguments that United Arab had committed an unreasonable devia-
tion of contract by stowing the container on deck, and that the insurer 
should recover additional damages for spoliation of evidence.

Marrero concluded that any deviation was reasonable, not least 
because “this court understands that hazardous materials like the 
cargo are usually stowed on deck,” and that American Home 
Assurance had “failed to present adequate evidence to support its 
spoliation claim.”

Marrero ruled that United Arab was entitled to limit its liability 
as provided by COGSA to $500 per package. That left the question 
of whether the carrier’s liability should be $4,500 for nine pack-
ages, since nine pallets were shipped, or $50,000 for 100 individual 
boxes, each box being considered a package. “The court has 
reviewed the bill of lading which contains a record of 100 rockets, 
but does not refer to packages of any kind,” Marrero said. “Accord-
ingly, the court finds that United Arab is liable for the packages lost 
at sea, and is directed to pay $50,000 to American Home.” 
[American Home Assurance Co. v. Tabuk, et al.; U.S. District 
Court, Southern District o f New York, docket number 00 CIV 703; 
date o f ruling: Nov. 5, 2001]
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Brokers, Forwarders & NVOs
By Chris Gillis, cgillis@shippers.com

NVO-GAC uncertain about TSA role
Most U.S. non-vessel-operating common carriers will do their 

part in the country’s war against terrorism, but want to operate 
within a security framework that begins with the Customs Service.

The NVO-Govemment Affairs Conference, which was formed 
in December to represent the interests of ocean freight consolida-
tors on security matters, fears that proposed House maritime 
security legislation (H.R. 3983), which calls for filing electronic 
shipment information to the Transportation Department’s Trans-
portation Security Agency, could result in a confusing mess of 
duplicate information submitted to the government.

“Our position is that there should be one ‘standardized’ ap-
proach to providing security and shipment data elements to the 
federal government — not duplicative, multiple or sometimes 
differing agency requirements throughout the federal bureau-
cracy,” the Washington-based NVO-GAC said.

The NVO-GAC pointed out that Section 7011 lc of H.R.3983 
contains language regarding requirements to transmit cargo data to 
the TSA at least 24 hours prior to cargo being loaded on the vessel.

“The legislation does not take into consideration the normal and 
routine business practices of the broker/forwarder/NVOCC com-
munities — especially of one considers the loading of boxes at 
inland terminals or points; the co-loading of FAK (freight-all- 
kinds) shipments with other NVOCCs; the constant uncertainty of 
when a box may or may not be tendered to the VOCC for ultimate 
transportation,” the NVO-GAC said. “At a minimum, there needs 
to be more contact with the intermediary community prior to 
formulating such legislative proposals.”

The NVO-GAC wants Customs, through its future computer 
system — the Automated Commercial Environment (ACE), to 
lead the country’s maritime security program.

“We do not believe it is prudent for TSA to now have to either 
duplicate the ACE development, or for the ACE functions to be 
shifted to TSA and away from Customs and the vast knowledge and 
experience that is found at that agency,” the NVO-GAC said.

Another concern for the NVOs is the requirement in H.R.3983 to 
create a “container screening system” within the DOT, not Customs. 
The House Transportation and Infrastructure Committee “appears 
not to care that Customs is building ACE, nor the fact that it is the lead 
agency on such matters,” the NVO-GAC said.

U.S. export data link to Russian Customs
The Foundation for Russian American Economic Cooperation 

has entered into an agreement with Flagship Customs Service to 
build and operate an Internet-based service to help U.S. companies 
clear their goods faster through Russian Customs.

The service, the U.S.-Russia Trade Facilitation Link, is part of 
the foundation’s Customs Link Entry/Exit American Russian- 
Pacific system, or Clear-Pac, which is backed by the U.S. Com-
merce Department. The foundation began laying the groundwork 
for the system in 1999.

Last spring, the Seattle-based foundation’s Russian partner, 
Vladivostok-based Scientific Research Center Computer Tech-
nologies, completed the development of its Automated System of 
Preliminary Electronic Customs Clearance, which links the cus-
toms broker to Russian Far East Customs. Field tests of the module 
were conducted in May and June.

With the broker information in advance, Russian Far East 
Customs cleared and released freight to importers within 30

minutes to two hours after its arrival in port. It used take days to 
weeks to clear goods through Russian Far East Customs.

The next step for Clear-Pac is for FCS to develop an electronic 
means to transmit export data directly from the United States to 
Russian Far East Customs while the shipments are en route. The 
data would be sent in a format compliant with Russian Far East 
Customs’ regulations.

FCS is no stranger to the development of exporter systems. The 
Silver Spring, Md.-based Internet applications developer devel-
oped the link for exporters to file their shipper’s export declarations 
to U.S. Customs’ Automated Export System. The company also 
helped create the Web-based Export Information Sheet for the 
Saudi Arabian Embassy’s Commercial Office in Washington.

Initial pilot operations for the U.S.-Russia Trade Facilitation Link, 
which will be conducted on Sakhalin Island, are scheduled for 
January. Under Russia’s Production Sharing Agreements, large oil 
companies, such as Exxon, Mobil, Shell, Mitsui & Co., and Mitsubishi 
Corp., are developing oil and gas fields in Sakhalin. These companies 
will require large deliveries of equipment in the coming years.

The system will be expanded to other Russian Far East Customs 
ports over time. The foundation said Clear-Pac would become “an 
intelligent conduit to other Russian Customs regions and broker 
communities willing to join the initiative.”

“The U.S. exporter will have access to a rapid, convenient, and 
certified channel to the Russian Customs infrastructure,” said Robert 
Foley, president of FCS. ‘The Russian broker community will obtain 
validated accurate information quicker and with less effort.”

Canada Customs delays new penalty system
Canadian importers recently got word that they will have more 

time to prepare for Canada Customs and Revenue Agency’s new 
penalties system.

Last month, the agency said it would delay full implementation 
of a new penalty system for import violations until Oct. 7, instead 
of on April 1 as originally planned.

The penalty system, Administrative Monetary Penalty System 
or AMPS, was partially implemented on Dec. 3, for five penalties 
related to Customs Self-Assessment violations.

Under the new penalty system, Canadian importers that commit 
violations under the new penalty program would be liable for civil 
penalties ranging from $100 to $25,000.

“A thorough review of the state of readiness of both the import-
ing community and the Canada Customs and Revenue Agency has 
concluded that a longer period is required,” the agency said.

“We strongly encourage the importing community to use this 
additional time to improve its compliance before the remaining 
penalties are put into place,” the agency said. “Customs will 
continue to work with clients to achieve this end.”

FFE names Allan vice chairman
FreightForward Europe, a Brussels-based interest group compris-

ing freight forwarders and logistics service providers, has appointed 
John Allan, chief executive officer of Exel to vice chairman.

The group also named Maria Teresa Scardigli manager, succeed-
ing Thomas Hailer. Scardigli has worked in the FFE’s Brussels office 
for two years, after serving as a consultant of European affairs for a 
U.K. firm in Brussels, dealing with trade, transport and consumer affairs.

FFE’s members include ABX Logistics, Dachser, Danzas, Exel, 
Geodis, Geologistics, Kuehne & Nagel, Panalpina and Schenker.
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NVOs trudge through dog days
Neutral consolidators focus on internal 

operations to improve bottom line.

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

The world’s neutral ocean freight 
consolidators continue to plod 
through some of the darkest days in 
the industry’s history.

For nearly two years, consolidators, also 
known as non-vessel-operating common 
carriers or NVOs, have endured tighter 
freight volumes on top of rock-bottom rates 
from overcapacity in all the liner trades. 
Economic shocks after the Sept. 11 terror-
ist attacks against the United States further 
rocked the industry.

“It’s survival of the fittest,” said Roger 
Claessens, president of Confreight Group, 
based in Antwerp. “The ones with the 
intelligence to make good decisions and 
maintain fiscal controls will survive.” 

Traditionally, neutral NVOs made their 
living by buying space wholesale from 
ocean carriers and retailing it back to freight 
forwarders with less-than-containerloads 
at a slight markup. But low freight rates 
have squeezed these profit margins and 
have forced many NVO executives to re-
think their operations management and 
service offerings.

“Recessions are part of the natural cycle 
of capitalism,” said Andrew Scott, chief 
operating officer of NACA Logistics 
Group, the Southern California-based par-
ent corporation of NVOs Brennan Interna-
tional Transport, Conterm Consolidation 
Services and Direct Container Line. “They 
weed out the least efficient and reward the 
strongest.”

If the economic downturn persists, bank-
ruptcies and buyouts are likely to increase 
among the NVO industry.

“The next 12 to 18 months for this indus-
try are going to be critical,” said Greg 
Howard, executive vice president for 
CaroTrans International, based in Union, 
N.J. “Many people say they’ve seen the 
bottom, but I don’t know if we really know 
what the bottom is yet.”

Depressed Rates. NVO rates began 
their steepest dive in early 2001 when the 
ocean carriers started receiving their pre-
recession orders of containerships, each 
with a capacity of 5,000 TEU and larger.

Greg Howard
executive VP, 

CaroTrans International

“The next 12 to 18 months 
for this industry are going 
to be critical. Many people 

say they’ve seen the 
bottom, but I don’t know 
if  we really know what 

the bottom is yet.”

At the same time, cargo volumes were 
slowing down.

Industry analysts say there is already as 
much as 20 percent excess capacity across 
the major east/west trades, and this trend 
will likely continue for the next two years. 
In 2003 alone, shipping lines and non-
operating investors are expected to receive 
another 230 large new ships with a com-
bined capacity of about 1 million TEUs 
(January American Shipper, pages 58-63).

For LCL shipments from Los Angeles to 
Hong Kong, NVOs rates have gone from 
$35 to $45 per cubic meter about two years 
ago, to $25 to $30 per cubic meter today. 
Similarly, an NVO charged $45 to $50 per 
cubic meter to move an LCL shipment with 
an NVO between New York and London. 
That price has dropped to $30 to $35 per 
cubic meter. “How can we make money off 
that?” an NVO executive asked.

Some LCL rates have fallen so low that 
it’s cheaper for shippers to load 20-foot 
containers with as little as 12 cubic meters 
of cargo.

None of the world’s ocean freight mar-
kets are immune from rate deterioration. 
Since laying up ships is least desirable for

the ocean carriers, they tend to shift excess 
capacity out of the mainline east/west trades 
to the north/south trades, causing rates in 
these once healthy NVO markets to also 
tumble.

“It used to be when you had a low 
westbound trade you had a higher east- 
bound trade, and so the business generally 
balanced itself out,” Claessens said. “We 
don’t have that anymore.”

The NVOs believe the only way to im-
prove the shipping market is for carriers to 
reduce their capacity and raise rates, which 
is at best a long shot. “If the carriers can’t 
increase their rates, there will be no im-
provement,” Claessens said.

For now, shippers and forwarders ben-
efit from lower freight rates, but NVOs 
warn in the long run that they will lose 
valuable access to services as carrier and 
NVOs continue to consolidate or go out of 
business.

Internal Controls. Meanwhile, many 
NVOs have used the recession to reduce 
operations costs by making changes to 
their internal controls.

“The key at this time is cross-train staff 
and become more efficient internally,” said 
Brad Broder, vice president of Econocaribe 
Consolidators in Miami. “Although the 
business is down, we have to keep up the 
integrity of our customer service.”

For some large NVOs, such as NACA 
and CaroTrans, it has meant consolidating 
some offices, cutting some staff, and im-
posing hiring freezes in certain areas of 
their operations. Some of these people have 
landed jobs with other small to mid-sized 
NVOs, which are eager to add a few more 
experienced staff and management.

“Even the slow times can generate some 
good business opportunities,” said Michael 
Cadden Troy, owner and operator of Troy 
Container Line, based in Red Bank, N.J. 
“When companies lay off good people, I 
would be a fool not to take advantage of 
hiring them.”

The NVO industry has also beefed up its 
efficiency in the past several years by in-
vesting millions of dollars in computer 
technology. NVOs have either developed 
this technology in-house or have purchased 
it from providers, such as Freightgate, 
Cargo Manager Systems, Integrated Ex-
port Systems and Global TranXit.

“We used to rely heavily on the mail. 
Now we use our system to e-mail custom-
ers both non-negotiable and original bills 
of lading, which they can print out on their 
end,” Broder said. “When business is good, 
you don’t always realize the full benefit of 
these types of efficiencies.”

“The focus for us with systems is to get
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Michael Cadden Troy
owner, 

Troy Container Line

NVOs abound in U.S.
FMC figures show no shortage o f firms interested 

in providing consolidation services.
WASHINGTON

While times may be tough for estab-
lished non-vessel-operating common car-
riers, many entrepreneurs see plenty of 
good reasons to enter the industry.

“Now is the time for small NVOs to 
get started,” said Donna B. Betts, presi-
dent and owner of newly formed neutral 
NVO Allison Shipping International, 
based in Long Beach, Calif. “People are 
discouraged by the customer service that 
they’re receiving from the larger compa-
nies, and want to talk to small companies 
that can tend to their needs.”

Betts, who spent 20 years with Brennan 
International Transport, is typical of many 
upstart NVO executives. They start out 
with a few customer contacts from previ-
ous jobs and build their business from 
there.

“You must have a good reputation with 
your customers,” Betts said. “Without cus-
tomers, you’re nothing in this business.”

Timothy S. Mansfield, who opened 
Grand Prairie, Texas-based NVO Grace 
Lines in February, added that experience 
in the industry is essential. “You have to 
have a good idea of what you’re doing,” 
he said.

Mansfield also carefully picked his 
niche. “I specialize in project cargoes 
mostly to Africa,” he said. “I will only 
handle containers when they accompany 
these shipments.”

A year after the implementation of the 
1998 Ocean Shipping Reform Act, the 
U.S. Federal Mari time Commission, which 
issues ocean transportation intermediary 
licenses, has seen a steady increase of new 
entrants in the NVO business.

Many upstarts these days, however, 
have opted to become combination ocean 
freight forwarder/NVOs. Last year, the 
FMC recorded 844 forwarder/NVO li-
censes for fiscal 2001, ending Sept. 30, 
up from 761 the previous fiscal year.

In fiscal 2001, there were 1,251 pure 
U.S.-based NVOs, down from 1,287 in

fiscal 2000. Similarly, pure forwarders 
accounted for 1,331 licenses in fiscal 
2001, down from 1,396 in fiscal 2000.

The FMC believes pure NVO and for-
warder licenses are down largely due to 
mergers and acquisitions, and firms exit-
ing the industry. The combination li-
censes, on the other hand, allow operators 
to more easily spread their risk and ex-
pand their services.

The number of unlicensed foreign- 
based NVOs bonded with the FMC has 
increased from 540 in fiscal 2000 to 599 
in fiscal 2001. Similarly, licensed for-
eign-based NVOs accounted for 38 op-
erations in fiscal 2001, an increase of 
three over the previous fiscal year.

While the number of license holders 
continues to increase, the FMC revokes 
many NVO licenses each year, mostly 
for invalid bonds and through voluntary 
terminations of business.

“The number of revocations and those 
dropping out of the business has been 
largely consistent with the number of 
new operators each year,” said Sandra L. 
Kusumoto, director of the FMC’s Bu-
reau of Consumer Complaints and Li-
censing in Washington. “But we expect 
the number of NVOs to increase as the 
industry becomes more familiar with 
OSRA and market conditions improve.”

The first-time FMC license fee for for-
warders and NVOs is $778. Any change to 
a license costs $362. The agency requires 
a $50,000 bond for U.S.-based forwarders 
and $75,000 bond for U.S.-based NVOs, 
and an additional $10,000 for each unin-
corporated branch office. Unlicensed for-
eign-based NVOs must have a $150,000 
bond on file with the FMC.

If the paperwork and references are in 
order, it generally takes the FMC about 30 
days to process an NVO application. In the 
future, the agency will automate the li-
cense application process. It also plans to 
develop a list of licensed and bonded NV Os 
on its Web site, at www.fmc.gov.

“Even the slow times can 
generate some good 

business opportunities. 
When companies lay off 
good people, I  would be 

a fool not to take advantage 
of hiring them ”

closer to our customers and take costs out 
of both sides of the transaction,” Scott said. 
NACA is completing a systems program to 
coordinate administrative and operations 
functions of its NVO subsidiaries.

Klaus H. Jepsen, president of Hoboken, 
N.J.-based Shipco Transport, believes his 
company’s foresight to invest in computer 
technology several years ago helped soften 
the blow of the weak shipping market. “We 
were a little more lean before the downturn 
hit,” he said.

Shipco recently launched one of the most 
sophisticated Internet-based systems in the 
industry. The system provides a live ship-
ping schedule, online booking capability 
(Sti-Book) and a multifaceted shipment- 
tracking program (I-Trek!). Customers can 
print their bills of lading in PDF format off 
Shipco’s Web site (www.shipco.com).

Extra Money. Neutral NVOs have also 
noticed some improvement to their bottom 
lines by diversifying their services.

Econocaribe, a long-time operator, fo-
cused on exports to the Caribbean and South 
and Central America, recently started 
weekly LCL service from the U.S. South-
east to Barcelona, Spain. The NVO also 
receives regular import consolidations from 
Barcelona to Miami; Charleston, S.C.; and 
Puerto Rico.

Most NVOs have expanded beyond LCL 
services to include full containerloads. Ocean 
World Line, a New York-based NVO, on the 
other hand, started its business with full- 
containerloads and has started handling more 
LCL cargo in the past two years.

Some NVOs, such as Shipco and 
Econocaribe, even offer air-freight con-
solidation services to forwarders. Others

have developed business by providing 
project cargo transport management ser-
vices.

Neutral NVOs in the United States have 
made a few extra dollars by providing 
bonded warehousing services to importers 
that haven’t paid their customs duties.

Charges for unloading, storage and in-and- 
out services for this cargo may be based on 
cubic meter or 1,000 kilos weight, depend-
ing on which is higher. NVOs that provide 
non-bonded warehousing can charge stor-
age fees.

On occasion, neutral NVOs will process
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Zuniga takes helm at NCBFAA
Industry wots lend to stwng belief in power 

o f customs brokers and forwarders.

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

Roger Claessens
president, 

Confreight Group

“I t’s survival o f the fittest.
The ones with the 

intelligence to make good 
decisions and maintain 

fiscal controls will survive.”

cargo insurance paperwork on behalf of 
their clients. The fee is generally 1 percent 
of the value of the insured cargo. For ex-
ample, insuring five pallets of machine 
parts, valued at $22,000, could earn the 
NVO $200.

In addition, NV Os that handle hazardous 
cargo can also assess their customers a $20- 
to-$30 per cubic meter or 1,000 kilos sur-
charge.

More Robust. Forindustry veterans like 
Troy, success in today’s NVO business 
largely involves the introduction of a few 
modem approaches and lots of common 
sense.

“You’ve got to watch your bottom line 
everyday, if you want to stay in this busi-
ness,” he said. “You must keep your opera-
tion lean and mean, and 
drive it that way through 
good times and bad.”

In the long run, it’s ex-
pected that well-managed 
s m a ll- to -m id - s iz e d  
NVOs will fair better in a 
weak shipping market 
than the larger operators.

“We’re still out there 
in force,” said John 
Brown, president of Pri-
mary Freight Services, 
based in Rancho 
Dominguez, Calif. “Our 
goal has not been to be 
the biggest but to steadily 
gain market share.”

Patrick S. Fay, co-owner of BOC Inter-
national, based in Boston, said his 
company’s small size and low overhead are 
beneficial during lean times.

“We’re able to go out there and get more 
business to keep our boxes full,” he said. “In 
the end, we’ll be a stronger company.” ■

Federico “Kiko” C. Zuniga believes 
in the value that customs broker and 
freight forwarders bring to the 
nation’s economy.

And as the new president of the National 
Customs Brokers and Forwarders Associa-
tion of America, the largest trade group of 
its type in the country, he will represent 
hundreds of these operators at the national 
level.

“I’m honored to have been chosen for the 
position,” Zuniga said. “I know that I can 
listen and talk with just about anyone on the 
industry’s issues.”

Zuniga, 45, replaced outgoing NCBFAA 
president Peter H. Powell Sr., chief execu-
tive officer of C.H. Powell Co., based in 
Westwood, Mass. Under Powell, Zuniga 
served two years as vice president of the 
Washington-based association.

Every two years, the NCBFAA’s nomi-
nating committee picks its officer candi-
dates from its regular membership and 
affiliated associations. Ballots listing the 
names for president, vice president, secre-
tary and treasurer are next sent to the regu-
lar members for a vote. The new officers are 
announced during the NCBFAA’s annual 
conference in mid-March.

Besides newly elected president Zuniga, 
other new NCBFAA officers are vice presi-
dent Mary Jo Muoio, senior vice president 
of Barthco International; secretary William 
S. App Jr., president of J.W. Allen & Co.; 
and treasurer Robert Perkins, vice presi-
dent of Rudolph Miles & Sons.

Zuniga emphasized the dedication that 
the officers bring to the NCBFAA. “Any-
one who doubts the sincerity of the officers, 
shame on them,” he said. “These people 
work for the association on their own time.” 

Zuniga plans to consult regularly with 
Powell and other past and current NCBFAA 
officers on the pressing issues facing the 
association’s members.

“I’m not a one-man show,” Zuniga said. 
“There has to be representation from every-
one involved.”

He added that he will try to make deci-
sions based on the consensus of the group. 
“Of course, not everyone will agree and 
sometimes the choices aren’t always right,

but we must move forward with the best 
intentions for the overall industry,” Zuniga 
said.

Early in his career, Zuniga exuded an 
independent streak. After graduating from 
Texas A&M University in 1979 with a 
bachelor’s degree in business administra-
tion and finance, he worked for the Union 
National Bank in his hometown of Laredo, 
Texas, where he was a loan officer in the 
bank’s international department.

While at the bank, Zuniga became famil-
iar with the intricacies of letters of credit 
and international trade finance. He also 
became acquainted with numerous busi-
nessmen in Monterrey, Mexico, who were 
actively engaged in cross-border trade to 
the United States.

After three years in the banking industry, 
Zuniga wanted to go out on his own, and in 
1983 opened an arcade and roller-skating 
rink in Laredo. To his dismay, the business 
was unsuccessful and he sold it in two 
years.

Zuniga then joined the family business, 
F. Zuniga Inc., a Laredo-based broker. His 
father, Fernando Zuniga Jr., and his older 
brother, Fernando Zuniga III, started the 
company in 1976. The company’s first en-
tries involved cattle imports from Mexico.

Zuniga said his father, a former petro-
leum engineer for Pennzoil, always be-
lieved in the philosophy of learning a 
business from the ground up. During high 
school, Zuniga worked at the eight-em-
ployee brokerage firm as a dispatcher in 
the import lots at the Laredo border cross-
ing. He eventually moved into entry pro-
cessing. After Zuniga officially joined the 
company in the early 1980s, he obtained 
his customs broker license like his father 
and brother.

In the early 1990s, the Zunigas decided 
to expand their business beyond import 
entry processing. The family added staff 
and built a 10,000-square-foot warehouse 
operation under the name Diamond Distri-
bution to offer transloading and other re-
lated services. “The clients had become 
demanding and didn’t want to shop around 
for import-related services,” Zuniga said.

Today, the company comprises 23 staff

Fay
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Federico Zuniga (right) is in the family business, F. Zuniga Inc., with brother 
Fernando Zuniga III (left) and father, Fernando Zuniga Jr.
in brokerage operations and 80 warehouse 
employees. The warehouse operation was 
recently expanded to 300,000 square feet. 
"Our business has grown from 300 truck-
loads a month to about 1,900 truckloads a 
month,” Zuniga said.

“In time, I see ourselves becoming a 
regional logistics operator,” said Zuniga, 
vice president and treasurer of F. Zuniga. 
“We will likely expand our business to 
other areas in Texas and Louisiana.”

While still considered a small operator, 
Zuniga believes his company has a prom-
ising role to play in the logistics industry. 
“There’s a lot of fear in the industry that the 
big will get bigger, but I believe there will 
always be room for regional and small 
brokers in the business,” he said.

“The challenge is keeping up with the 
technology, which is a big chore, even for 
large companies,” he added.

Group Involvement. While Zuniga’s 
first priority is to keep the family business 
prosperous, he has also been involved in 
the improvement of the industry at large 
for nearly a decade.

Eight years ago, he helped to form the 
NCBFAA’s Area 8, the southern border 
region of the United States. “We wanted a 
stronger voice at the table, and most people 
in the association recognized a need for 
this and supported it,” Zuniga said.

Zuniga became more involved at the 
national level of the NCBFAA, serving as 
chairman on various committees, such as 
the PAC (political action committee), au-
dit, customs and convention committees.

Six years ago, Zuniga was elected secre-
tary of the NCBFAA under then president 
Michael F. Dugan, president of Western 
Overseas Corp., based in Long Beach, Ca-

lif. When Powell became president four 
years ago, Zuniga was elected treasurer. 
He was next elected vice president two 
years ago.

Now as president of the NCBFAA, 
Zuniga said he is grateful to have had the 
opportunity to work under both Dugan and 
Powell. “I will be me and do my thing, but 
I will use some of the lessons that I learned 
from them during my time as president of 
the NCBFAA.”

Zuniga assumes the leadership of the 
NCBFAA during a crucial time in the 
industry’s history.

The U.S. Customs Service, through 
which the industry conducts much of its 
business, is building a new computer sys-
tem, the Automated Commercial Environ-
ment. Many brokers and forwarders want a

system that’s user-friendly and efficiently 
meets the demands of the import and ex-
port business.

The NCBFAA has worked hard to en-
sure that its members’ views and concerns 
are heard at the Trade Support Network 
meetings. The TSN was developed by Cus-
toms several years ago to provide industry 
input into the development of ACE.

“We want a system that works,” Zuniga 
said. “Brokers in particular must be an 
integral part of the process, because we’re 
the ones who will conduct business through 
this system everyday. We also know what 
will work in reality.”

The NCBFAA also remains active in 
discussions with U.S. lawmakers and fed-
eral agency officials on the development of 
the country’s new air and marine transport 
security rules. The U.S. government be-
lieves that tighter security measures in cargo 
transportation would help to prevent future 
terrorist attacks. While the broker and for-
warder industry generally supports tougher 
security measures, it wants to ensure that 
legitimate trade continues to flow as effi-
ciently as possible across the country’s 
land borders and ports.

“We will be a part of the solution,” 
Zuniga said. “We will do our part to be a 
deterrent to terrorism.”

Zuniga believes the biggest role ulti-
mately for the association during this tur-
bulent time will be to keep its 600 member 
firms educated on upcoming regulatory, 
technological and economic issues facing 
the business.

“My vision for this group is for it to stay 
educated,” Zuniga said. “We know we are 
the professionals and we must maintain 
that.” ■
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Drawback reform 
effort underway

Industry specialists draft comprehensive legislation 
to improve U.S. Customs program.

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

Duty drawback specialists are tired 
of having their business character 
ized by U.S. Customs as outdated 
and burdensome on the nation’s import/ 

export system, and are aiming to prove the 
agency wrong.

The drawback committees of the Na-
tional Customs Brokers and Forwarders 
Association of America, and the American 
Association of Exporters and Importers 
are drafting legislation, which they believe 
will reform the drawback process in a way 
that benefits both Customs and the export 
industry.

“Customs should promote the liberal-
ization of drawback,” 
said Edwin W. Van Ek, 
president of Oradell, N.J.- 
based C.J. Holt & Co., 
and chairm an of the 
A AEI drawback commit-
tee. “It should be made 
easier for everyone to 
use.”

The nation’s drawback laws date back 
210 years, and are some of the oldest cus-
toms laws on the books. A drawback is a 
refund of customs duties paid on imported 
materials that are exported or used in the 
manufacture of exported articles. With 
documented proof, exporters can receive 
refunds from Customs of up to 99 percent 
on duties paid.

Almost any commodity is eligible for 
drawback refunds, such as chemicals, steel, 
tobacco, petrochemicals, auto and elec-
tronic parts, textiles, sugar, citrus products 
and pharmaceuticals.

It’s estimated that there’s as much as $2 
billion a year available in drawback. But 
last year, drawback refunds yielded only 
$433 million for exporters. Customs says 
this is proof that drawback is less essential 
to U.S. business. Drawback specialists, on 
the other hand, blame the lower refund 
levels on the complexity of the rules.

“Drawback is supposed to be an incen-
tive for U.S. companies to manufacture

Frank McCarthy
president,

Frank McCarthy 
& Associates

“Through audits it’s been 
shown that the industry 
is not the problem. The 

problem rests with Customs, 
because it interprets the laws 
as conservatively as possible, 
unnecessarily complicating 
the program and killing off 
the purpose for drawback.”

and export their products abroad,” said 
Frank McCarthy, president of Frank 
McCarthy & Associates of Newton, N.J., 
and chairman of the NCBFAA drawback 
committee. “Congress has said over and 
over that it should be applied liberally.”

The General Accounting Office and U. S. 
Inspector General have criticized Customs 
over the past 20 years for inconsistencies 
in its drawback program.

Since the implementation of the 1993 
Customs Modernization Act, the agency 
has taken steps to reform its drawback 
regulations and procedures. From 1995 to 
1998, Customs and the drawback industry 
developed new regulations under 19 CFR 
191.

The new rules are in line with the spirit 
of the Mod Act, by shifting responsibility 
for accurate information onto the shoul-
ders of the industry. The agency also imple-
mented a system of penalties to cover

instances of negligence, gross negligence 
and fraud.

Still Customs doesn’t believe the draw-
back reforms go far enough, and has sug-
gested the program either undergo a major 
reformation or be eliminated altogether.

“Through audits it’s been shown that the 
industry is not the problem,” McCarthy 
said. “The problem rests with Customs, 
because it interprets the laws as conserva-
tively as possible, unnecessarily compli-
cating the program and killing off the 
purpose for drawback.”

In a recent Inspector General’s report, a 
fiscal 2000 test sample of $15.8 million in 
liquated drawback refunds resulted in er-
rors of only 0.24 percent. The report also 
concluded that drawback claims are 95 
percent accurate.

“So why does Customs keep using the 
IG findings to support its position that 
drawback is a mess and needs to be over-
hauled?” Van Ek said.

Slow Momentum. Legislative actions 
and proposals to improve the drawback 
process in recent years have been piece-
meal at best.

A proposed bill before the House of 
Representatives, H.R. 1838, calls for sev-
eral major revisions to the drawback law. 
They include simplification to rules per-
taining to rejected merchandise and pack-
aging m aterial, several technical 
corrections, and a deemed liquidation 
clause for drawback.

Another drawback-related House bill, 
H.R. 1756, would allow harbor mainte-
nance tax refunds for drawback.

The drawback industry remains opti-
mistic about the passage of both pieces of 
legislation. However, they anticipate strong 
resistance from Customs. “It’s always the 
same reaction from Customs that these 
measures are Band Aids to the process,” 
Van Ek said.

Customs has failed to move on other 
proposals made by the drawback industry 
in the past several years.

For instance, the agency agreed in prin-
ciple to a proposal from the NCBFAA and 
AAEI to speed up the approvals for substi-
tution drawback by bypassing Customs’ 
Office of Regulations and Rulings, but 
rejected the operational implementation of 
it. Substitution allows manufacturers to 
use either all imported or all domestic 
materials, or a combination thereof, in their 
products eligible for drawback.

Under this proposal, the drawback in-
dustry would be able to use “reasonable 
care” to “self-certify” their goods for manu-
facturing substitution and request approv-
als through Customs drawback centers
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scattered around the country. Companies 
could still seek a binding ruling from Cus-
toms’ Office of Regulations and Rulings, 
if they desire.

In May 2000, Customs and a group of 
drawback specialists considered develop-
ing a module for drawback in the agency’s 
Automated Export System. The hope was 
to use AES data as “proof of export” to 
obtain drawback instead of requiring hard- 
to-obtain shipping documents, such as 
original bills of lading and air waybills 
from the carriers. Senior Customs officials 
rejected the idea and no further action was 
taken.

Developing Legislation. In a new
round of legislation, drawback specialists 
will propose to Congress several simple 
but effective ways to modernize the draw-
back process.

First, the drawback industry recommends 
the use of Harmonized Tariff System num-
bers as product reference points for claims 
instead of referencing item and part num-
bers on commercial invoices.

Second, the drawback industry will con-
sider new data timeframes to process draw-
back claims.

Third, it proposes to eliminate underused

“Customs and the trade 
have to realize that to get 
something accomplished 
we can’t be too radical on 
either side, or we’ll ju st 

waste each other’s time. We 
have to work together to get 

something enacted that 
each side can live with.”

Bobby W aid
executive VP, 
Danzas AEI Drawback 
Sen/ices

drawback types, such as for imported salt 
used to cure fish, Section 1313(e), and 
imported salt used to cure meat, Section 
1313(f).

In addition, the drawback industry wants 
to ensure the process is included in the 
development of Customs’ future computer

system, the Automated Commercial Envi-
ronment.

Michael V. Cerny, chief executive of-
ficer for Global Customs & Trade Special-
ists, based in Brewster, N.Y., said any 
proposed drawback legislation must:

•  Allow companies that currently re-
ceive drawback payments to continue re-
ceiving those benefits in the future.

•  Include an efficient and auditable 
claims process.

•  Promote future drawback opportuni-
ties, such as products that haven’t been 
considered yet for drawback.

•  Remain consistent with U.S. trade 
obligations, such as the General Agree-
ment on Tariffs and Trade, the North Ameri-
can Free Trade Agreement and other 
treaties.

“If we follow these four points, I believe 
we’ll come out with a system that’s work-
able for everyone,” Cerny said.

“Customs and the trade have to realize 
that to get something accomplished we can’t 
be too radical on either side, or we’ll just 
waste each other’s time,” said Bobby Waid, 
executive vice president of Danzas AEI 
Drawback Services, based in Houston. “We 
have to work together to get something 
enacted that each side can live with.” ■

Peter Baish
E-mail: pbaish@ clearcross.com

Drawback directions
Customs drawback, seen as a dry and esoteric issue to many 

involved in shipping, is nevertheless a source of frustration and 
passionate expectations among government and private-sector 
users.

Drawback is the term used for a refund of 99 percent of the 
Customs duties that were paid on imported goods that are subse-
quently exported. Also, imports that are used to produce products 
that are exported can be the basis for a drawback claim. The most 
common type of drawback is “unused merchandise drawback” 
(sometimes called “same condition drawback” by those behind 
the times). Resellers and distributors mostly receive these refunds 
along with companies that deal in foreign spare parts and compo-
nents that are assembled and then exported. Typically, manufac-
turing drawback is used for refunds of newly manufactured 
vehicles, chemicals and clothing. Foreign trade zones offer many 
of the same advantages without some of the” drawbacks” of 
drawback, but that’s another story.

Drawback is generally thought to be an overall benefit to the 
U.S. economy, since it provides American companies with re-
duced duty costs for goods that never enter U.S. commerce. Even 
in today’s climate of reducing duty rates and trade agreements, 
savings can be significant. Imagine for example, an automobile

manufacturer who uses imported components and parts for new 
vehicle assembly in their U.S. plants. If half of the cars are sold in 
the United States and the rest are exported, then the manufacturer 
is eligible for drawback for the duties and fees paid on the exported 
vehicles.

Over the years drawback because of its complexities has 
spawned a cottage industry of sorts. Drawback divisions of major 
Customs brokerages and drawback brokers/consultants them-
selves assist companies to claim drawback. Negotiating the com-
plexities and irregularities of the arcane law and regulations 
governing drawback earn this service industry 5 percent to 40 
percent of the recovered duties. The average charge is probably 25 
to 30 percent of recoveries. The scale will slide according to how 
much work is involved, especially if the client’s records are in 
shambles. These drawback brokers also have evolved into full-
blown consultants as Customs became better organized at smok-
ing out and shaking up drawback violators using the new drawback 
penalty and fraud provisions.

One practitioner told me that Customs enforcement efforts 
have quadrupled the work involved in filing a drawback claim. Oh 
for the days when you filed your papers and the government sent 
you your check! Also, quite a few companies have received pre-
penalty notices alerting them to their deficiencies. It doesn’t pay
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to be disorganized in the face of Customs friendly audit staff. 
Also, it seems to me that so many firms are in drawback disarray 
that these consultants mostly say: “Are you crazy? You can’t do 
that!” and also “Whatever happens, you’re on your own if you get 
audited!”

Seriously, if companies get in trouble, there’s probably a pretty 
good reason why they do: Drawback filing is wickedly complex. 
The underlying law itself, 19 USC 1313, runs more than 16 pages 
long. The regulations that interpret the drawback law are a 
whopping 109 pages. The language is arcane and mind numbing 
because of the patchwork changes that have been made over the 
years despite a major revision in 1998. My personal favorite is 
Subpart L -  Meats Cured with Imported Salts. This provision 
wisely says that claims must be more than $100 (Whew!) but the 
government is excluded from their custom-
ary 1 percent cut! (I wonder if the move to 
reduced or salt-free diets has hurt that provi-
sion? To find that out, I guess I’d have to call 
the Customs drawback office in New York 
— that’s what everyone else does when they 
don’t know something about drawback.)

I’ve also had some personal experience 
with drawback issues. As I remember, it 
involved a fierce debate about frozen sharks 
being imported from Canada in the pre- 
North American Free Trade Agreement days. It seemed the U.S. 
processor kept the fillets and the fins but sent the guts and the 
heads back to Canada for some unknown reason. The inspectors 
in Blaine, Wash., objected to the drawback claim saying in effect: 
“How do we know that these are the same guts?” (Apparently, the 
heads weren’t in contention because they recognized them.) Of 
course, the answer was that it doesn’t matter— there’s a provision 
for substitution in the law. I wonder if salt were involved, would 
the issue have been simpler?

Now, if Customs is doing something that is complicated, as 
illustrated above, and involves large amounts of money, then for 
sure the watchdog government auditors are attracted to the opera-
tion like bees to a flower garden. Treasury’s Inspector General 
(IG) has whacked Customs two years in a row for deficiencies 
while giving Customs credit for improvements made over the 
previous year’s report. The last one cited Customs issues in the 
areas that Customs must address. Specifically, Customs needs to:

•  Implement effective control over drawback claims in any 
new systems initiative.

•  Adhere consistently to processing policy.
•  Sample proofs of export from summary filers in a systematic 

way.
•  Strengthen controls over drawback payments and liquida-

tions.
If the auditors aren’t that impressed with the current processing 

regime, neither is the drawback industry itself. Processing times 
and expertise vary among Customs drawback offices. The indus-
try has suggested numerous fixes that will make the process more 
reasonable and efficient from the filer’s point of view. Customs

dilemma lies somewhere in the mythical valley between the 
findings of the IG and the drawback industry’s need for predict-
ability, efficiency and consistency.

Customs would like to overhaul the whole drawback regime 
and get out of processing of drawback claims entirely. A general 
lowering of all duties was suggested to cover the yearly $400 
million in collections or as a new credit for corporate income tax 
filers. These ideas haven’t been warmly embraced by the compa-
nies organized well enough (or brave enough, if records are 
disorganized) to file drawback claims. Also, the cottage industry 
assisting these clients isn’t exactly thrilled with becoming obso-
lete with the stroke of a pen. Customs has categorized the trade’s 
suggestions as a Band-Aid approach that doesn’t address the 
inherent problems with the current regime.

Another issue for Customs is staffing. 
Paper-based processing costs a lot of appro-
priated dollars when the agency is already 
facing a spiraling and unprecedented threat 
from terrorists and rogue nations.

I don’t see any easy fixes in the horizon. 
Certainly, the talks should continue with the 
Drawback committee of the American As-
sociation for Exporters and Importers. I’m 
impressed with that group’s patient work to 
smooth out the wrinkles in drawback pro-

cessing. Assuredly, automation could be a big time saver with 
Automated Commercial Environment (ACE) modules coming on 
line, and also using the functionality of the Automated Export 
System as proof as export. The potential for savings on both sides 
are huge as well as improvements in the compliance levels. This 
is pretty much a long-term objective considering the length and 
complexity of the development stages of the ACE timeline.

Another possibility would be to contract out much of the 
manual processes of the drawback liquidation staffs, while retain-
ing the scrutiny of export verification and audit within Customs. 
The contractor could be paid from a fund established by raising the 
government percentage from 1 percent to 10 percent, and allow-
ing Customs access to the funds. This would involve a change to 
the drawback law that would have to be supported by Treasury and 
industry. Precedent exists in the way Customs contracts out its 
auctions of seized property and General Order (unclaimed) mer-
chandise; a portion of the proceeds of the auctions pays the costs 
of the contract. Another benefit of this contract was the profes-
sionalism and excellent performance of the contractor in the sales 
arena. Even the Customhouse Broker Examination is contracted 
out. Hopefully, something very similar could be worked out for 
drawback.

Peter Baish is director, product management with ClearCross, 
a Reston, Va.-based software firm  specializing in international 
trade logistics and materials compliance. He is a former Customs 
senior executive who was responsible fo r  Customs export respon-
sibilities and development o f the Automated Export System as well 
the operational antiterrorism program. From 1986 to 1990, he 
was Customs Area Director fo r  New York and New Jersey.

“If  companies get 
in trouble, there’s probably 
a pretty good reason why 
they do: Drawback filing 

is wickedly complex.”
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Transport /  Ocean
By Philip Damas, pdamas@shippers.com

Multiple portals, fewer channels
NYK Line’s decision to join, not just one, but all three container 

shipping portals — CargoSmart, GT Nexus and INTTRA — has 
marked a logical step in their evolution.

Previously, ocean carriers participated in just one portal, which 
meant that no single portal provided shippers with access to data for 
all major carriers. Now, if large carriers and forwarders integrate their 
information technology systems with two or three of the portals, the 
portals could become industry-wide systems like the Sabre airline 
booking system.

“Our goal is to provide customers with 
flexible options to access their NYK ship-
ment information with maximum flexibility 
and convenience,” the carrier said.

“NYK has a strong belief that customers 
should be the center of e-commerce initia-
tives,” said Tsunenari Tokugawa, executive 
vice president of NYK.

NYK’s multiple portal policy follows the 
decision last year by Schenker, the large 
German forwarding group, to join both GT 
Nexus and INTTRA.

The main benefit of portals, for shippers and forwarders, is they 
provide a single electronic channel to access information on 
shipments entrusted to multiple carriers. Portals can substantially 
reduce the time and expense involved in setting up electronic data 
interchange integration with carriers’ IT systems.

Portals could also become more global, of course, if they 
decided to merge, or share data. But it’s too early to say whether 
these additional changes are likely to happen.

More hubs and spokes
Consider the four recent announcements of new transshipment 

services:
•  Evergreen starts a Panama/West Coast of South America 

service to provide new transshipment-based services for North 
America/West Coast of South America, Europe/West Coast of 
South America and Asia/West Coast of South America via the 
Panamanian container hub of Manzanillo.

•  Safmarine ends its direct North Europe/East Africa service and 
replaces it by a transshipment service via Salalah in the Middle East.

•  “K” Line enters the Tunisian and Morrocan markets by 
adding connections via Malta and Spain to its transatlantic and 
Asia/Mediterranean long-haul services.

•  New World Alliance carriers APL, Hyundai and MOL re-
place their direct Asia/Mediterranean service and by a transship-
ment service via the Italian hub of Gioia Tauro.

While transshipment services aren’t new, the trend appears to be 
gathering momentum. With the current overcapacity of east/west 
long-haul container services, carriers have an extra incentive to make 
use of this surplus capacity to carry cargo to and from other areas.

EU lawyers downplay adverse EC rulings
The carriers of the Far Eastern Freight Conference and Trans- 

Atlantic Conference Agreement have said they will not appeal the 
recent decisions of European courts against them.

The European Court of First Instance upheld the European

Commission’s decision in 1994 that joint intermodal pricing ac-
tivities are not exempt under EC conference Regulation 4056/86.

Why won’t the Asia/Europe carriers of the Far Eastern Freight 
Conference not appeal the ruling against conference intermodal 
pricing?

“There doesn’t seem to be a lot of point,” said Philip Ruttley, 
partner at the law firm Clyde & Co., who represented the confer-
ence lines before the court. “It’s no longer a conference practice.”

Ruttley said the court confirmed the European Commission’s 
“very narrow interpretation of the exemp-
tion” of permissible conference activities 
under Regulation 4056/86.

He believes that it is unlikely that carriers 
will now request an exemption under Regu-
lation 1017, which provides antitrust immu-
nity for inland transport cooperation between 
companies.

“It’s the end of a long saga,” said Ruttley, 
who has worked on the conference intermodal 
pricing case since 1989.

After the ending of this case, Ruttley 
stressed that there are more important issues 

related to European competition rules in shipping. These are, he 
said:

•  Capacity management.
•  Conference service contracts and special rates.
•  The implication of the revised Trans-Atlantic Conference 

Agreement (pending European Commission approval) for other 
conferences in Europe.

•  Charges and surcharges.
•  Consortia agreements.

CP Ships’ tough start
“When CP Ships was publicly listed on Oct. 3, 2001, the world 

container shipping industry was in the midst of a steep downturn 
caused by excessive ordering of new capacity for delivery i n 2001 and 
2002,” said Ray Miles, chief executive officer.

Miles said in CP Ships’ first annual report, just published, that 
the company and the rest of the industry faced a 
slowdown in economic growth and the effects of 
Sept. 11.

“Despite deteriorating markets in 2001, our 
performance was relatively strong, albeit down 
on our record 2000 result,” he said.

CP Ships’ operating income before excep-
tional charges decreased to $139 million last 
year, from $164 million in 2000.

Miles said this still represented a return on capital employed of 
13 percent “well above our cost of capital.”

CP Ships’ annual report shows that the company started cost 
reduction programs in 2001 to lower costs by about $120 million 
on a full-year basis. The group also reduced its rate of growth.

But CP Ships’ share price has soared since the company became 
public. Shares increased in value from $7 in October to about $11 
at the end of February.

That’s another achievement to add to Miles’ impressive track 
record.

“NYK has a strong belief 
that customers should be 
the center o f e-commerce 

initiatives.”

Tsunenari Tokugaw a
executive VP,
NYK Line

Miles
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Loaded inbound containers soared 52 percent in February at the port of Los 
Angeles, fueling speculation that the transpacific trade is recovering.

Uncertain times for transpacific
Possibility o f West Coast strikes, recovery 

o f volume growth make forecasts more difficult.

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

It’s often said that the shipping sector is 
the first to witness the advent of a 
downturn or a recovery in the economy.

But knowing this will do little this year to 
help transpacific shippers predict their ex-
act traffic volumes, optimal cargo routing 
and service contract negotiation positions. 
There are just too many uncertainties and 
unanswered questions.

Shippers, forwarders and carriers face 
these questions as they conclude their ne-
gotiations for service contracts starting May 
1:

•  What is the likelihood of slowdowns 
orfull-blown shutdowns of U.S. West Coast 
ports after July 1, the date when the current 
contract between port employers and unions 
expires?

•  Will there be enough available capac-
ity on Asia/U.S. East Coast services to 
divert transpacific cargoes away from Pa-
cific ports, if needed?

•  Does the recent surge of transpacific 
volumes mean the beginning of a sustained 
recovery in cargo volumes?

•  How much overcapacity will there be 
in the transpacific market this year?

With the prospect of labor actions at

West Coast ports this summer, Toys R Us, 
Nike, Hasbro and other major shippers have 
weighed their options, such as advancing 
shipments before July 1 and diverting car-
goes to East Coast ports (April American 
Shipper, page 12).

Hasbro has seen “modest increases” in 
eastbound volumes lately, said Andrew 
Rosener, director of international logistics 
at the major toy importer, which moves 
significant volumes through West Coast 
ports.

Rosener said eastbound transpacific vol-
umes “have already begun to pick up,” 
partly because importers are advancing their 
shipments ahead of potential West Coast 
labor actions.

“Major retailers have opened some ma-
jor distribution centers in the Southeast” 
and are therefore using U.S. East Coast 
ports, Rosener said.

Shippers and carriers also saw a sudden 
surge in eastbound transpacific volumes 
during February, and the ports of Los Ange-
les and Long Beach reported record in-
bound volumes for that month.

At the port of Los Angeles, loaded in-
bound containers soared 52 percent to

234,405 TEUs in February. AtLong Beach, 
inbound volumes rose 30 percent to 202,276 
TEUs.

Though February is during the transpa-
cific slack season, the ports’ results gave 
the strongest indication so far of a recovery 
in transpacific eastbound volumes this year.

Return To Growth? “Retailers are re-
plenishing their inventories and American 
consumers continue to buy as the economic 
news improves,” said Richard D. Steinke, 
port executive director at the port of Long 
Beach. “We still need to be cautious,” he 
added. “Still, this is good solid growth for 
this time of the year.”

The port of Los Angeles also witnessed a 
15-percent increase in loaded outbound 
container traffic, to 92,401 TEUs in Febru-
ary, from 80,340 TEUs in February 2001. 
From the port of Long Beach, outbound 
container cargo climbed 10 percent during 
the same month, to 83,333 TEUs, the big-
gest monthly percentage export gain in 20 
months.

After a year of stagnant eastbound trans-
pacific volumes and struggling westbound 
exports, was the recent increase in transpa-
cific traffic a one-time volume swing or a

“I have no doubt that they 
are not making money. 

Shipping lines are looking 
into mergers and consortia 

to save money.”

Alvin Tan
vice chairman,
Famous Pacific Shipping
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sign of change of trend?
“We certainly hope that it’s a longer term 

situation,” said Mike DiVirgilio, senior vice 
president, trade and marketing at NYK. 
“We’re pleasantly surprised. We see some 
positive signs.”

DiVirgilio sees three possible factors in 
the recent growth of eastbound volumes:

•  Replenishment of inventories by im-
porters.

•  Shippers advancing their shipments 
because of the possibility of labor actions at 
West Coast ports.

•  Broader economic recovery.
The replenishment of inventory may be 

the main factor behind a “significant in-
crease” in eastbound volumes in February 
and March, DiVirgilio said.

Transpacific shipping lines said they have 
seen signs of a recovery in the Asia-to-U.S. 
containerized traffic, and they will follow 
through with a plan to bring service con-
tract rates for the forthcoming May 2002- 
April 2003 season back up to May 2001 
levels.

“The carriers have revised their forecasts 
— they’re a lot more optimistic,” Brian 
Conrad, deputy executive director of the 
Transpacific Stabilization Agreement, told 
American Shipper.

TSA, a discussion agreement of 14 of the 
largest transpacific container lines, said its 
members “are confirming signs of recovery 
in February economic and cargo data, and 
in their own liftings.”

The upbeat assessment of the carrier 
group follows a year of gloom, when east- 
bound volumes from Asia stalled and over-
capacity built up, driving rates down.

“The eastbound is picking back up again,” 
said Albert Pierce, execu-
tive director of TSA. Vol-
umes after the traditional 
Chinese New Year break 
in Asia have returned 
faster than usual, he said, 
and ships are sailing 80 to 
90 percent full eastbound.

Carriers have upgraded Pierce
earlier forecasts of 1 to 3 percent cargo 
growth in 2002, and are now predicting 5 
percent growth by year-end.

Recent economic data and reports of a 
strengthening economy throughout the busi-
ness press support the TSA carriers’ opti-
mism, the carrier group said.

TSA member lines are APL, CMA CGM, 
COSCO Container Lines, Evergreen, Hanjin 
Shipping, Hapag-Lloyd, Hyundai, “K” Line, 
Maersk Sealand, MOL, NYK, Orient Over-
seas Container Line, P&O Nedlloyd and 
Yang Ming Marine.

Pierce predicts that the peak season will 
start early this year.

“The carriers have revised 
their forecasts —  they’re 

a lot more optimistic.”

Brian Conrad
deputy executive 
director,
Transpacific Stabilization 
Agreement

But transpacific carriers’ attempts to raise 
rates or offset earlier rate decreases are 
expected to be largely influenced by their 
overcapacity pressures, and the attempts of 
shipping lines to secure volumes to fill their 
ships following last year’s addition of ves-
sel capacity.

Overcapacity. “Honestly, there is still 
this feeling of overcapacity,” said Alvin 
Tan, vice chairman of Famous Pacific Ship-
ping, a large forwarder and non-vessel- 
operating common carrier based in 
Singapore.

In 1999, many shipping lines boldly or-
dered bigger containerships that are now 
being delivered or operated, he said.

Ocean carriers “are desperate for cargo,” 
a West Coast shipper told American Ship-
per.

Late last year, the New World Alliance 
of APL, Hyundai Merchant Marine and 
MOL, the Grand Alliance of Hapag-Lloyd, 
NYK, Orient Overseas Container Line and 
P&O Nedlloyd, and Maersk Sealand with-
drew transpacific services in an attempt to 
bring vessel supply more in line with de-
mand. Between October 2001 and January 
2002, eastbound vessel capacity from Asia 
to North America fell 6 percent, according

to ComPairData, the global liner shipping 
database (see chart). Capacity has since 
increased again.

Craig Mygatt, director, transpacific trade 
at Maersk Sealand, said the carrier with-
drew two Asia/North America weekly ser-
vices in late 2001 — the TP5 West Coast 
loop and the Suez Express East Coast ser-
vice.

Removing surplus capacity has pushed 
Maersk Sealand’s transpacific vessel utili-
zation from about 70 percent to 80 percent, 
he said. “We’ve had much higher utiliza-
tion (as a result).”

But Mygatt said Maersk Sealand will 
now bring the TP5 West Coast service back 
into operation, before the busy third quar-
ter.

Following the Chinese New Year break 
in February, the transpacific trade “picked 
up,” he said.

The Grand Alliance carriers are also con-
sidering adding an extra Asia/U.S. East 
Coast all-water service, and will reportedly 
resume the FEX Asia/U.S. West Coast ser-
vice suspended last winter.

Such actions by carriers suggest that ship 
capacity could resume its rapid growth. 
About 130 new containerships of more than
2,500 TEUs capacity will be delivered 
worldwide this year.

Pressures, Low Rates. Transpacific 
container shipping lines said freight rates 
have been below compensatory levels.

“I have no doubt that they are not making 
money,” said Tan, at Famous Pacific Ship-
ping. “Shipping lines are looking into merg-
ers and consortia to save money.”

In January, TSA said its carriers noted a 
significant decline in overall profitability 
since the last round of service contracts 
took effect.

“Internal estimates by the 14 individual 
lines in the Transpacific Stabilization Agree-
ment ... indicate combined losses of more 
than $1.2 billion in 2002, if current rates 
continue into the coming contract season,” 
a spokesman warned.

“We have suffered great reductions in 
rates and we’re trying to stabilize this,” 
Pierce said.

Eastbound transpacific freight rates are 
estimated to have decreased more than 10 
percent over the last year, according to 
industry sources.

Pierce acknowledged the influence ves-
sel supply and demand has on the market.

“It’s very important,” Pierce said. “We 
recognize we have an overcapacity situa-
tion — but overcapacity will decrease over 
the next two years.”

While carriers suggest that vessel capac-
ity is under control, not every shipper is
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Asia/North Am erica eastbound capacity 2001-2002
4/01 7/01 10/01 1/02 4/02 change

4/02 
vs. 4/01

Evergreen/Lloyd Triestino 20,919 22,386 24,629 24,687 25,381 21%
COSCO/’’K” Line/Yang Ming 26,696 28,565 29,320 30,362 31,205 17%
CMA CGM/China Shipping/Norasia 12,865 15,288 12,585 12,870 14,753 15%
New World Alliance (APL, Hyundai, MOL) 34,835 35,953 36,059 33,636 35,258 1%
Hanjin/Senator Lines 28,708 26,102 25,998 26,498 26,959 (6%)
Grand Alliance (Hapag-Lloyd, NYK, OOCL, P&O Nedlloyd) 27,175 31,377 32,092 27,122 27,841 2%
Maersk Sealand 25,716 25,755 25,988 19,970 19,554 (24%)
Other carriers 16,778 20,535 21,138 21,185 20,134 20%
Total Asia/North America trade 193,692 205,961 207,809 196,330 201,084 4%
% change over previous quarter 6% 1% (6%) 2%

Source: ComPairData’s World Liner Supply capacity reports.

convinced.
A major chemical shipper, who asked 

not to be named, told American Shipper he 
does not expect increases in eastbound rates 
in the short term.

“One of the things that is hurting the 
carrier industry is that there are too many 
ships,” the major shipper said. “It will con-
tinue at least for another year and a half.”

Contract Rates. TSA reaffirmed its 
goal, announced in January, to bring 2002- 
2003 service contract eastbound transpa-
cific rates back to May 2001 levels.

The group of transpacific carriers also 
announced their intention to increase tariff 
rates by $300 per 40-foot container, effec-
tive May 1, and to implement a peak-season 
surcharge of $300 per FEU for cargoes 
shipped between June 1 and Sept. 30.

Shippers and NVOCCs are divided on 
whether carriers will be able to obtain rate 
increases.

“Certainly, the (vessel) capacity will be 
the driving factor for freight rates,” said 
Rosener, at Hasbro. “Rates will continue to 
approach the lowest levels I’ve seen in 10 
years.”

Carriers have been pleased with east- 
bound transpacific volumes recently, but 
“freight rates are remaining quite low,” 
Rosener said. "The trend for (eastbound) 
rates is lower.”

Tan said Famous Pacific Shipping has 
been negotiating its 2002-2003 service con-
tracts with its container shipping lines dur-
ing the first quarter.

“We see that the rates are going to go up 
— at least eastbound,” Tan said. Eastbound 
rates may go back up to their levels of May 
2001, he believes. “If you compare with 
current levels, it’s a couple of hundred 
dollars up.”

But Tan cautioned that negotiated rates 
would depend on the individual company 
and on volumes.

“If you commit a bigger volume to a 
shipping line, you are going to get a better

“Retailers are replenishing 
their inventories and 
American consumers 
continue to buy as the 

economic news improves.
We still need to be cautious. 

Still, this is good solid 
growth fo r this time 

o f the year.”

Richard D. Steinke
executive director,
Port o f Long Beach

deal,” he said.
“We are beginning to see the light at the 

end of the tunnel,” Tan said. “Late last year, 
after Sept. 11, it was pitch dark.”

Tan believes that shippers will pay the 
peak season surcharge planned by ocean 
carriers this year.

“Last year, the peak season surcharge did 
not materialize,” he said.

For many, the big question remains 
whether we are seeing a change of trends in 
the transpacific container market.

“It’s a very difficult question to answer,” 
said Frank Rosenberg, president of Sea 
Shipping Line, the Oakland, Calif.-based 
neutral NVOCC. “We’ve seen some in-
creases in volumes. We’re certainly opti-
mistic.”

“A lot of carrier sales reps are saying that 
ships are filling up.” But Rosenberg warned 
that “it’s too early to say whether it’s a small 
change or something that’s going to be 
sustained.”

Rosenberg met his company’s agents in 
China in February, and found them to be 
“optimistic about market growth with China

entering the World Trade Organization.”
Rosenberg believes that eastbound rates 

may increase somewhat in the forthcoming 
May 2002-April 2003 season, after a typi-
cal erosion of rate levels during the slack 
season.

“It’s always much easier for rates to go 
down than to go up,” Rosenberg said.

Westbound Difficulties. Rosenberg 
said the westbound transpacific trade is “a 
very difficult market.”

Rates are “much lower” than eastbound, 
he said. “I don’t think westbound rates will 
drop.”

“Outbound, we’re starting to see a recov-
ery in volume,” a major chemical shipper 
told American Shipper. “We’re starting to 
see increases in rates.”

Conrad, who’s also deputy executive di-
rector of the Westbound Transpacific Sta-
bilization Agreement, predicts stable 
volumes in the westbound transpacific trade 
this year.

The trade is affected by the strong U.S. 
dollar, and some buyers in Asia are turning 
to very competitive local producers instead 
of buying U.S. products, Conrad said.

The Japanese market, still the largest 
westbound transpacific market, is particu-
larly depressed.

The Japanese yen has depreciated against 
the U.S. dollar, Pierce said. By contrast, the 
government of China has kept this country ’ s 
currency — the Renmibi — very stable 
against the U.S. dollar, helping U.S. export-
ers to structure stable contracts.

Pierce is encouraged by China’s acces-
sion to the World Trade Organization, as 
the country will lower its import tariffs.

“Over the next five years, there will be 
some big growth to China,” Pierce said. 
“But it’s nothing immediate.”

For all those involved in the transpacific, 
one conclusion is that doing business in this 
high-volume trade isn’t going to be easy 
this year, given all the operational and mar-
ket uncertainties.
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COSCO/Hanjin/‘K ’ Line/Yang Ming alliance
Asia/North America weekly container services

11 West Coast services:
COSCO/Yang Ming/”K” Line/Hanjin - PSW-1
Port Kelang, Singapore, Yantian, Hong Kong, Xiamen, Long Beach, Oakland, Kobe, 
Shanghai, Ningbo, Hong Kong, Yantian, Singapore, Port Kelang, (European ports), Port 
Kelang

COSCO/Yang Ming/”K” Line - PSW-2
Hong Kong, Kaohsiung, Keelung, Los Angeles, Oakland, Yokohama, Keelung, Kaohsiung, 
Hong Kong

COSCO/Yang Ming/"K” Line - PSW-3
Qingdao, Shanghai, Kobe, Nagoya, Tokyo, Long Beach, Oakland, Tokyo, Nagoya, Qingdao, 
Shanghai, Kobe

COSCO/Yang Ming/”K” Line/Hanjin/Senator Lines - China Northeast CEN/CALCO-Q
Xingang, Dalian, Qingdao, Busan, Vancouver, Long Beach, Xingang, Dalian, Qingdao, 
Busan

COSCO/Yang Ming/”K” Line/Hanjin/Senator Lines - China Southeast CES/CALCO-P
Xiamen, Ningbo, Shanghai, Kobe, Long Beach, Oakland, Xiamen, Ningbo, Shanghai, Kobe

COSCO/”K” Line - SEA/CALCO-S
Chiwan, Hong Kong, Yantian, Yokohama, Long Beach, Seattle, Vancouver, Yokohama, 
Kobe, Chiwan, Hong Kong, Yantian

Hanjin/Senator Lines/”K” Line/Yang Ming - PSX
Yantian, Hong Kong, Kaohsiung, Busan, Long Beach, Oakland, Busan, Yantian, Hong 
Kong, Kaohsiung

Hanjin/Senator Lines/COSCO/Yang Ming/”K” Line -  PDS
Long Beach, Oakland, Tokyo, Osaka, Busan, Hong Kong, Port Kelang, Colombo, (Euro-
pean ports), Singapore, Hong Kong, Yantian, Hong Kong, Osaka, Tokyo, Long Beach, 
Oakland

Hanjin/Senator Lines/Sinotrans/COSCO - CAX
Long Beach, Oakland, Tokyo, Kwangyang, Xingang, Shanghai, Busan, Long Beach, 
Oakland

COSCO/Yang Ming/”K” Line/Hanjin/Senator Lines - PNW/NOWCO-A (Pacific Northwest) 
Hong Kong, Kobe, Nagoya, Tokyo, Tacoma, Vancouver, Portland, Tokyo, Nagoya, Kobe, 
Hong Kong

Hanjin/Senator Lines/COSCO/Yang Ming/”K” Line - PDN (Pacific Northwest) 
Vancouver, Seattle, Busan, Kwangyang, Kaohsiung, Yantian, Hong Kong, Singapore, 
(European ports), Colombo, Port Kelang, Yantian, Hong Kong, Kaohsiung, Busan, Seattle, 
Vancouver

3 East Coast all-water services via Panama:
COSCO/Yang Ming/”K” Line - AUM/NATCO-1
Tokyo, Qingdao, Shanghai, Yantian, Hong Kong, Charleston, Norfolk, New York, Boston, 
(Mediterranean ports), New York, Norfolk, Charleston, Tokyo, Qingdao, Shanghai, Yantian, 
Hong Kong

Hanjin/Senator Lines/Yang Ming/”K” Line - AWE/NATCO-2
Kaohsiung, Hong Kong, Keelung, Busan, Kobe, Tokyo, Savannah, Wilm ington, New York, 
Busan, Kaohsiung, Hong Kong, Keelung

Hanjin/Senator Lines/CSAV/Norasia/”K” Line/OOCL - AWP
New York, Norfolk, Savannah, Manzanillo (Panama), Manzanillo (Mexico), Long Beach, 
Busan, Yantian, Hong Kong, Kaohsiung, Busan, Manzanillo (Mexico), Manzanillo (Panama), 
Miami, Savannah, Norfolk, New York, (European ports), New York

1 East Coast all-water service via Suez:
Hanjin/Senator Lines/CSAV/Norasia - AMA
New York, Norfolk, Savannah, (Mediterranean ports), Jeddah, Khor Fakkan, Singapore, 
Busan, Shanghai, Hong Kong, Singapore, Port Kelang, (Mediterranean ports), New York, 
Norfolk, Savannah

Notes: The table reflects whether individual carriers in the COSCO/Hanjin/” K” Line/Yang 
Ming have space on the services of other carriers. These carriers may revise whether they 
participate in some of the services shown above.

Sources: Global liner shipping database ComPairData and carriers.

15timesaweek
New alliance will have 

unprecedented frequency 
of Asia/North America links.

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

Things have changed since the days 
when ocean carriers provided 
weekly or twice-weekly container 
services on the main east/west trades.

First, in the mid-1990s, the global alli-
ances allowed their member carriers to pro-
vide twice or three times as many weekly 
vessel departures as they had before.

Now, with the formation of the mega-
alliance of COSCO, “K” Line, Yang Ming, 
Hanjin and its sister company Senator Lines, 
those carriers again virtually double their 
number of Asia/North America services.

“Eventually, we will have 11 transpa-
cific West Coast services and three U.S. 
East Coast services,” said Yukikazu 
Myochin, manager, planning at “K” Line.

“K” Line is still studying whether it will 
participate in a 15th service, a link provided 
by Hanjin and Senator between Asia and 
the U.S. East Coast via the Suez canal, he 
said.

It is not clear whether this 15th weekly 
service, via the Suez canal, will form part of 
the services of the big Asian alliance.

Myochin said his company has not made 
an official announcement about the future 
east/west services of the COSCO/”K” Line/ 
Yang Ming/Hanjin alliance, as it is still 
consulting with regulatory agencies.

The four Asian carriers and Senator have 
already announced a series of slot-exchange 
agreements covering numerous U.S. East 
and West Coast services (April American 
Shipper, page 13).

At present, the four Asian carriers pro-
vide 11 West Coast services a week, as well 
as three East Coast services via the Panama 
canal and one via the Suez Canal, according 
to ComPairData, the global liner shipping 
database (see chart).

ComPairData also shows the alliance’s 
15-times-a-week Asia/North America fre-
quency compares with:

•  Eight weekly services between Asia 
and North America for the New World 
Alliance carriers (APL, Hyundai and MOL).

•  Seven weekly services for the carriers 
of the Grand Alliance (Hapag-Lloyd, NYK, 
OOCL and P&O Nedlloyd).

•  Seven weekly Evergreen services.

•  Five weekly Maersk Sealand services. 
Of the Asian alliance carriers’ 15 current 

services, nine sail from Asia to Los Angeles 
or Long Beach every week.

The carriers’ ships also sail seven times

a week to and from the port of Oakland, 
twice a week to and from Seattle and four 
times a week to and from New York.

Myochin said the service details of the 
alliance will be finalized soon. ■
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EU competition regulations’ 
past and future

Lawyers fo r TAA, TACA carriers explore meaning, impact 
o f recent judgments by European Court o f First Instance.

B y  J o h n  P h e a s a n t  a n d  M a t t h e w  L e v i t t

On Feb. 28, the European Courts 
delivered the first judgments on 
the scope of the European regula-
tion, which confers antitrust immunity on 

liner conferences. These judgments have 
received a lot of media coverage in Europe 
as industry observers attempt to under-
stand what they mean for industry and liner 
conferences in particular.

The truth, however, is rather less sensa-
tional than some of the headlines that have 
recently appeared.

The judgments belong to the era of legal 
uncertainty over the interpretation of the 
relevant European legislation in the mid- 
1990s. They have little relevance to the 
way in which liner conferences operate 
today.

The judgments relate to two decisions of 
the European Commission dating from 
1994 and a third European Commission 
decision from 1996. The first related to the 
Trans-Atlantic Agreement (TAA), the sec-
ond to the Far Eastern Freight Conference 
(FEFC) and the third to a technical aspect 
of the European Commission’s investiga-
tion of the Trans-Atlantic Conference 
Agreement (TACA, which was the succes-
sor of the TAA).

What the judgments do not say.
While the parties raised various impor-

tant and potentially far-reaching issues such 
as the fundamental economic justification 
for antitrust immunity — or a ‘block ex-
emption’, in European terminology — for 
liner conferences, the Court of First In-
stance reasoned its judgments on a rela-
tively narrow basis.

Indeed, the court did not cast doubt on 
the benefits of liner conferences or on the 
merits of Regulation 4056, which recog-
nizes the role played by liner conferences 
by conferring antitrust immunity.

The judgments contain no finding that 
liner conferences are harmful to shippers 
or consumers. And, perhaps most impor-
tantly, the judgments do not question the

most fundamental justification for the con-
ference system — namely that they pro-
vide stability in liner shipping and this is a 
benefit recognized by European Commu-
nity competition law. In the judgment on 
the TAA, the Court held:

“(A)s is clear, in particular from the 
eighth recital in the preamble to Regula-
tion No 4056/86, liner conferences qualify 
for a block exemption because of their 
stabilizing effect” (paragraph 158).

“(A)ccording to the eighth recital in the 
preamble to that regulation, beneficial re-
sults cannot be achieved without the col-
laboration  prom oted w ithin liner 
conferences” (paragraph 325).

What the judgments say.
(1) The definition of European Com-

mission “liner conference.”
In European law, antitrust immunity is 

conferred on liner conferences by Regula-
tion 4056, which states that liner confer-
ences must have “uniform or common 
freight rates” in order to qualify for anti-
trust immunity.

The Court of First Instance held that

John Pheasant

“uniform or common freight rates” means 
that a liner conference must have the same 
rate in the tariff per commodity or class of 
commodities for all conference members. 
The court held that the TAA did not satisfy 
this requirement because there were agreed 
differentials in the tariff for certain mem-
bers. For this reason, the TAA was held not 
to be a liner conference as defined in Regu-
lation 4056.

(2) Capacity regulation.
And because the TAA was not a liner 

conference within the meaning of Regula-
tion 4056, the court did not need to con-
sider whether any other practices of the 
TAA also benefited from the protection 
conferred by that regulation.

This had been important because the 
TAA had, for a short period in the early 
1990s, introduced a ‘capacity management 
program’ under which the TAA parties 
agreed not to employ a proportion of avail-
able capacity. The TAA parties had argued 
that this benefited from the antitrust immu-
nity for capacity regulation contained in 
Regulation 4056. This states that liner con-
ferences may “regulate the carrying capac-
ity of their members” (Article 3(d)).

But because, in the court’s view, the 
TAA was not a liner conference as defined 
in Regulation 4056, it was not necessary 
for it to consider whether the TAA capacity 
management program benefited from the 
terms of Article 3(d) of the regulation. As 
a result, the court did not have an opportu-
nity to explain what forms of capacity 
regulation do benefit from antitrust immu-
nity under Regulation 4056.

In the absence of any guidance from the 
Court on the scope of Article 3(d), the view 
of the European Commission stands as the 
most authoritative statement of what forms 
of capacity regulation are permitted under

Matthew Levitt 
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Clouded carrier controls
Author o f original U.S. controlled carrier rules questions 

its application in today’s shipping environment.
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Regulation 4056.
The commission said it allows the with-

drawal of physical capacity in order to 
address short-term or seasonal fluctuations 
in demand. In the last two Christmas-New 
Year periods when demand is traditionally 
low, the parties to the TACA have intro-
duced programs that fall precisely within 
that definition.

(3) Intermodal ratemaking.
In the United States, interm odal 

ratemaking by liner conferences has been 
permitted at least since the mid-1980s. The 
same is true of many other parts of the 
world.

But, in Europe, the European Commis-
sion took the view that conference 
intermodal ratemaking was prohibited by 
European antitrust law. The court upheld 
this view, finding that interm odal 
ratemaking did not benefit from the con-
ference antitrust immunity conferred by 
Regulation 4056.

However, although it upheld the Euro-
pean C om m ission’s assessm ent of 
intermodal ratemaking by liner confer-
ences, the court did cancel the fines that 
had been imposed on the FEFC for their 
exercise of intermodal ratemaking author-
ity in the period up to the 1994 decision. 
The court referred to the fact that a number 
of European countries had informed the 
U.S. government that they supported 
intermodal ratemaking as one reason why 
fines should not have been imposed on the 
FEFC parties for engaging in intermodal 
ratemaking.

New era for liner shipping in Europe.
With regard to the overall relevance of 

the judgments today, it should be noted that 
many changes have taken place in the way 
conferences operate. Since the time of the 
European Commission decisions that were 
the subject of these recent judgments, con-
ference intermodal ratemaking in Europe 
has been abandoned and (so far as we are 
aware) there have been no attempts by any 
conference to introduce a capacity manage-
ment program similar that of the old TAA.

In view of these changes, the carriers 
involved in the three cases have decided 
not to exercise their right to appeal the 
judgments.

More important for the TACA parties is 
that the commission should now issue its 
long-awaited positive decision on their re-
vised agreement, following detailed and 
constructive discussions between senior 
representatives of the liner industry and 
Europe’s antitrust authority.

John Pheasant and Matthew Levitt are 
senior lawyers in Brussels at the interna-
tional law firm Lovells. ■

Richard K. Bankbelieves the United 
States should not use a law origi-
nally intended for national secu-
rity purposes to protect U.S. liner trades 

from Chinese carrier competition.
Bank, an attorney with the Washington 

law firm Thompson Cobum who has for 
more than 20 years represented U.S. and 
other maritime interests against foreign un-
fair practices, drafted what became known as 
the U.S. controlled carrier law 25 years ago.

Bank, who does not represent any party 
in this current dispute, said he has “a prob-
lem with taking what was once national 
security-inspired legislation and using it for 
protection against possibly unfair competi-
tion, especially when other, more appropri-
ate laws are on the books.”

The controlled carrier rules were initially 
developed by the United States to isolate 
and regulate the activity of the Soviet bloc’s 
ocean carriers during the Cold War. The 
legislation has been changed over the years 
and has become an unnecessary “commer-
cial weapon” against the Chinese and other 
nations, Bank said.

In recent years, the FMC has indicated that 
it’s losing patience with China for failure to 
change its policies toward non-Chinese ocean 
carriers and related interests.

The agency has also criticized China for 
the preferential treatment of its state-con- 
trolled ocean carriers. They include vessel 
operators China Ocean Shipping (Group) 
Co. and China Shipping Container Lines, in 
addition to Sinotrans, or China National 
Foreign Trade Transportation (Group) 
Corp., which controls forwarding, ship 
agency, vessel management and multimodal 
operations in China.

Non-Chinese carriers have complained to 
the FMC about China’s continued restric-
tions on vessel calls, inland operations, es-
tablishment of branch offices and shipping 
between China and Taiwan. These carriers 
say the restrictions give Chinese carriers 
preference to lucrative export cargoes.

In mid-March, the FMC sharpened its 
sights on China by initiating an inquiry into 
the country’s new regulations for interna-
tional maritime transportation. The agency 
said it was concerned about “serious restric-

Richard K. Bank
attorney,

Thompson Coburn

“The controlled carrier 
rules were designed to 
prevent predatory rate 

practices by carriers that 
posed a national security 
threat. What we have with 

China is a commercial 
issue, that can be resolved 

by other means ”

tions” that affect U.S. carriers and other 
maritime interests to operate in China. “It 
appears that this new law and regulations 
may significantly affect the commission’s 
review of the potentially restrictive practices 
that existed prior to Jan. 1, 2002,” the FMC 
said.

Bank believes the controlled carrier law 
is being misapplied, and would set a dan-
gerous precedent for the United States’ 
future international trade dealings.

“The controlled carrier rules were de-
signed to prevent predatory rate practices 
by carriers that posed a national security 
threat,” Bank said. “What we have with 
China is a commercial issue, that can be 
resolved by other means.”

The origin of the U.S. controlled carrier 
regulations date back to the early 1970s 
when Secretary of State Henry Kissinger 
negotiated a trade agreement with the So-
viet Union. In order to effectuate the “de-
tente” of the trade agreement between these 
Cold War enemies, an additional maritime 
agreement to facilitate the flow of commer-
cial bilateral cargo between the nations was
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negotiated.
Prior to 1972, trade relations between 

United States and Soviet Union were strained, 
and nearly non-existent. The International 
Longshoremen’s Association had boycotted 
Soviet ships in the Great Lakes, and U.S. East 
Coast and Gulf ports since the Korean War. 
Some Soviet cargo ships entered the United 
States via the West Coast, but these vessels 
required a seven-day advance request ap-
proved before entering a U.S. port.

In order to facilitate bilateral trade, the 
U.S.-U.S.S.R. Maritime Agreement of 1972 
changed the seven-day advance request to a 
three-day advance notice, which was appli-
cable to 40 named ports in each country. 
The agreement also required that at least 
one-third of the cargo be transported on 
U.S.-flag vessels and another one-third on 
Soviet-flag ships. This appeased the ILA 
and the union agreed to lift its ban against 
Soviet ships. A significant bulk trade in 
U.S. grain to the Soviet Union resulted.

However, the trade agreement was “still-
born” because the Soviets could not meet 
the human rights conditions required by 
Congress under the Jackson-Vanik amend-
ment, Bank said.

Following the failure of the trade agree-
ment to take effect, limiting the movement 
of bilateral liner cargoes, and the increasing 
hunger for Western cash, the Soviets en-
tered the U.S. liner cross trades with ocean 
carriers, such as the Far East Shipping Co. 
and Baltic Shipping Co. In other words, the 
FESCO and Baltic Shipping ships didn’t 
touch Soviet ports.

FESCO and Baltic Shipping drastically 
undercut the freight rates in major U.S. 
trade routes to build their market share in 
the cross trades, causing U.S.-flag and other 
traditional carriers to lose market share, 
especially in certain high-revenue cargoes. 
“The Soviet carriers had deep pockets and 
didn’t operate under Western accounting 
principles,” Bank said.

By the mid-1970s, the U.S. government 
feared that continued use of predatory rates 
by these Soviet carriers could possibly force 
U.S.-flag and other traditional liner carriers 
out of the trades, jeopardizing stability in 
ocean commerce and threatening the 
country’s national security.

Bank recognized the need to isolate the 
Soviet and Eastern Bloc carriers in the cross 
trades as quickly as possible. As director of 
the State Department’s Office of Maritime 
Affairs at the time, he worked with Con-
gress and various trade-related federal agen-
cies to write the controlled carrier legislation.

However, to ensure that normal mari-
time relations were maintained with gov-
ernment-controlled carriers of long-time 
U.S. trade partners, and that normal compe-

Current U.S. control 
carrier rule

A “controlled carrier” is defined as 
“an ocean common carrier that is, or 
whose operating assets are, directly or 
indirectly, owned or controlled by a 
government; ownership or control by 
a government shall be deemed to exist 
with respect to any carrier if:

(A) A majority portion of the inter-
est in the carrier is owned or controlled 
in any manner by that government, by 
any agency thereof, or by any public or 
private person controlled by that gov-
ernment; or

(B) That government has the right to 
appoint or disapprove the appointment 
of a majority of the directors, the chief 
operating officer, or the chief execu-
tive officer of the carrier.

In addition, no “controlled carrier 
subject to this section may maintain 
rates or charges in its tariffs or service 
contracts, or charge or assess rates, that 
are below a level that is just and reason-
able, nor may any such carrier establish, 
maintain, or enforce unjust or unreason-
able classifications, rules, or regulations 
in those tariffs or service contracts. An 
unjust or unreasonable classification, 
rule, or regulation means that results or 
is likely to result in the carriage or 
handling of cargo at rates or charges that 
are below a just and reasonable level. 
The (Federal Maritime) Commission 
may, at any time after notice and hear-
ing, prohibit the publication or use of 
any rates, charges, classifications, rules, 
or regulations that the controlled carrier 
has failed to demonstrate to be just and 
reasonable.”

Source: 1984 Shipping Act, as amended by 
the 1998 Ocean Shipping Reform Act.

tition not be curtailed, Bank had created, 
and Congress passed, five exceptions to the 
rules:

•  Controlled carriers of countries whose 
ships are entitled by treaty with the United 
States to receive national and most-favored- 
nation treatment.

•  Controlled carriers of countries, which 
subscribe to the shipping policy of the Or-
ganization for Economic Cooperation and 
Development’s Code of Liberalization of 
Current Invisible Operations.

•  Controlled carriers of countries, which 
operate in U.S. liner conferences.

•  Trades served exclusively by con-
trolled carriers.

•  The provisions of the act apply only in

cross trades, and bilateral trades were ex-
empt.

The result of Bank’s work was the 1978 
Ocean Shipping Act, which strengthened 
provisions of the 1916 Shipping Act and 
gave the FMC more power to keep Soviet 
and Soviet bloc carriers in check by requir-
ing stringent rules regarding the reduction 
of rates.

When the controlled carrier legislation 
took effect, more than 20 carriers came 
under its force. Over the years, carriers 
would be added to the controlled carrier list, 
such as COSCO in 1981. Others would 
come off the list due to privatization or 
termination of their operations.

Twenty years later, the U.S. controlled 
carrier rules have become — via succes-
sive, seemingly minor changes — an in-
strument of U.S. shipping policy far different 
than its original intent.

B ank left the State Department in 1979 to 
enter private law. He has since represented 
numerous U.S. and foreign shipping inter-
ests regarding commercial and international 
regulatory matters especially involving sec-
tion 19 of the 1920 Merchant Marine Act. 
Last year, Bank joined Thompson Cobum. 
Throughout his career, however, B ank, now 
60, has continued to track the evolution of 
the controlled carrier rules and section 19.

The biggest change to the rules came dur-
ing the development of the Ocean Shipping 
Reform Act. Congress eliminated the excep-
tions of the original controlled carrier mles, 
except for controlled carriers of nations oper-
ating under treaty or most-favored nation 
status with the United States and the trades 
served exclusively by controlled carriers.

OSRA broadened the applicability of the 
controlled carrier provisions to include bi-
lateral trades, fundamentally changing the 
original basis of the 1978 Act, which was 
intended to prevent Soviet predatory prac-
tices that threatened national security.

Today, COSCO, China’s largest liner 
carrier, is most affected by the controlled 
carrier provisions. In 1998, it filed a peti-
tion with the FMC requesting limited ex-
emption from the 30-day wait requirement 
to match competitors’ rates. The FMC ap-
proved the exemption, but COSCO still has 
to show the agency which carrier rates it’s 
matching. A year later, COSCO filed an-
other petition to eliminate the 30-day-wait 
requirement altogether. The FMC has not 
responded to this second petition.

The FMC believes Congress should fur-
ther refine the provisions of the controlled 
carrier rules. “Although section 9 was 
amended by OSRA to recognize that ser-
vice contract rates provide another vehicle 
by which controlled carriers may unreason-
ably underprice their competition, Con-
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FM C’s list 
of controlled carriers

•  Black Sea Shipping Co., Ukraine
•  Ceylon Shipping Corp., Sri Lanka
•  China National Foreign Trade 

Transportation (Group) Corp. 
(Sinotrans), China

•  China Ocean Shipping Co. 
(COSCO), China

•  China Shipping Container Lines 
Co., China

•  Compagnie Nationale Algerienne 
de Navigation, Algeria

•  Egyptian National Line, Egypt
•  InternationalTransport Enterprise 

Co. (GETDD) Ltd., China
•  Pakistan National Shipping Corp., 

Pakistan
•  POL-America, Inc., Poland
•  Polish Ocean Lines, Poland
•  Shipping Corp. of India, India
•  Tientsin Marine Shipping Co., 

China

Source: U.S. Federal Maritime Commission.

gress may again wish to consider section 9 
in light of the fact that service contracts 
have become the primary measure for, as 
well as method to implement, changes to 
pricing,” the agency said in its OSRA Im-
pact Study released in September 2001.

This could be done by giving the FMC 
“explicit authority” to require stricter guide-
lines for filings of service contracts from 
controlled carriers to make it easier to review 
the rates, and include a 30-day delay in the 
implementation of those service contracts 
rates which result in unreasonably low rates.

The FMC also recommended in its OSRA 
Impact Study: “Congress may which to 
consider expanding the application of the 
prohibitions and limitations on controlled 
carriers to all common carriers, whether 
they be ocean (and therefore vessel-operat-
ing) or non-vessel-operating common car-
riers, owned or controlled by a government.” 

In addition, the FMC believes the con-
trolled carrier rule needs tougher penalty 
provisions to deal with “unjust or unreason-
able rates.”

“Because of the time-consuming nature of 
determining if the controlled carrier is en-
gaged in predatory pricing, the remedies may 
be moot as the rates may no longer be in effect 
by the time such findings are made (when, for 
example, the service contracts containing 
those rates have expired or will soon ex-
pire),” the FMC said. “Thus, Congress may 
wish to consider giving the commission the 
authority to impose retroactive penalties.” 

Bank believes the United States via the

FMC is well within its rights to take regula-
tory action against those nation’s whose 
laws or regulations unfairly and adversely 
impact shipping in the U.S. trades, if bilat-
eral diplomatic approaches fail to alleviate 
the problems.

“Foreign government actions which re-
strict access or create commercial disad-
vantages for U.S interests should be the 
subject of U.S. government intervention,” 
he said. “Shipping relations are part and 
parcel of foreign relations between the 
United States and othercountries, and should 
be treated in that context.”

But the use of controlled carrier laws, in 
Bank’s view, is unnecessary. Bank said 
section 19 of the 1920 Merchant Marine 
Act and other broader trade laws are more 
than adequate for FMC and U.S. enforce-
ment purposes.

Section 19 authorizes the FMC to “make 
rules and regulations affecting shipping in 
the foreign trade not in conflict with law, in 
order to adjust or meet general or special 
conditions unfavorable to shipping in the 
foreign trade ... which arise out of or result 
from foreign laws, rules, or regulations or 
from competitive methods or practices

New international maritime regula-
tions introduced by China earlier 
this year have caused a stir in the 
U.S. shipping industry, but recent talks 

between the countries’ governments have 
eased some concerns.

The regulations, which were initially 
published in China on Jan. 1, are still largely 
under development. U.S. government and 
industry officials hope that, during this 
period of drafting the so-called implemen-
tation rules, the Chinese government will 
take into account their concerns.

“The letters from our stakeholders were 
very clear that these new regulations were 
viewed as significant, particularly during a 
time when the industry has moved deci-
sively toward deregulation,” said U.S. Mari-
time Administrator William G. Schubert, 
who led the U.S. delegation to China.

MarAd sent letters to Hong Shanxiang, 
China’s vice minister of communications, 
in early February voicing its concerns with 
the country’s new maritime rules. A del-
egation from the United States met with

employed by owners, operators, agents, or 
masters of vessels of a foreign country . . . ”

Moreover, the regulations implementing 
section 19 recognize the role of diplomatic 
resolution, and any retaliatory action re-
quires presidential consideration.

The FMC said it could invoke its Section 
19 authority if it finds wrongdoing during 
its inquiry on restrictive shipping practices 
in China.

Bank believes that China may inevitably 
experience privatization of its liner sector, 
due to its emerging role in the World Trade 
Organization and other on-going economic 
pressures to divest of state-controlled busi-
ness entities. “It would be ironic, that if 
Chinese carriers should privatize, the U.S. 
controlled carrier rules, as they are cur-
rently written, would have no effect on 
resolving any alleged unfair shipping prac-
tices which benefit Chinese ship opera-
tors,” Bank said.

“It seems illogical for Congress to con-
tinually redefine ‘controlled carrier’ in suc-
cessive somewhat stealth legislative 
exercises when more than adequate safe-
guards against unfair practices already ex-
ist,” he said. ■

Peter Gatti
vice president 

o f international policy, 
NIT League

“It’s important that we get 
this right. China is our top 

trading partner outside North 
America. I f  it’s not done 
right both sides will lose.”

Chinese officials in Beijing on March 19- 
21 to discuss them further.

Other members of the U.S. delegation 
were MarAd’s Bruce J. Carlton, acting 
deputy maritime administrator; James A.

U.S.-China talks make progress
China’s new international maritime regulations 

keep shipping industry on edge.

B y  C h r i s  G i l l i s
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Treichel, director of the Office of Interna-
tional Activities; and Edmund T. Sommer 
Jr., chief of the Division of General and 
International Law. Also present were Chris-
topher Tourtellot, attorney advisor of the 
Transportation Department’s Office of the 
General Counsel, and Steven Miller, team 
leader for the Office of Transportation Policy 
at the State Department’s Bureau of Eco-
nomic and Business Affairs.

“The primary purpose of the talks was to 
give the Chinese the opportunity to give us 
a detailed review of the regulations,” which 
contain 61 Articles, Schubert said. “To their 
credit, we had open and frank discussions 
and they patiently answered our questions 
on each article.”

Schubert, who has made it a goal of his 
administration to develop a new bilateral 
maritime trade agreement between the 
United States and China, saidMarAd would 
put this endeavor on hold until China’s new 
international maritime regulations are in 
place. “We have to know where we’re start-
ing from,” he said.

The previous U.S./China bilateral mari-
time trade agreement expired in 1998.

Sticking Points. Many industry ana-
lysts believe China’s new international 
maritime rules echo what the Chinese be-
lieve is still the way the United States gov-
erns ocean shipping. Schubert said China’s 
new rules could result in “a big step toward 
reregulating the industry.”

Under the new rules, China would re-
quire ocean carriers and non-vessel-operat-
ing common carriers to file both published 
rates and service contracts rates with the 
government. Published rates would only 
become effective 30 days after filing, while 
service contract rates would become effec-
tive 24 hours after filing.

The U.S. delegation expressed deep con-
cern about the maintenance of confidential-
ity of service contract information filed 
with the Chinese government. This prin-
ciple is upheld in the United States under 
the 1998 Ocean Shipping Reform Act. The 
Chinese said they understood the impor-
tance of service contract confidentiality and 
even suggested imposing criminal penal-
ties on government officials who mishandle 
this information.

Other major sticking points for the U.S. 
delegation were how China would deem 
ocean carrier and NVO rate levels to be 
reasonable, and the requirement for ocean 
carriers and NVOs to deposit at least 
RMB800,000 yuan (about $96,000) and 
RMB200,000 ($24,000) yuan for each sub-
sequent branch in Chinese banks, for secu-
rity purposes (March American Shipper, 
pages 6-10).

On a positive note, however, the U.S. 
delegation learned that some areas of the 
new Chinese maritime law were not as bad 
as previously thought. For instance, it was 
widely believed that carriers had to apply 
for permission to operate vessels in China. 
Instead there will only be a 15-day prior 
notice required from the carriers. There 
was also some concern that China would 
require carriers to operate at least one Chi- 
nese-flag carrier as a pre-requisite to oper-
ate in the country ’ s maritime trade, but this 
rule will only apply to Chinese carriers.

William G. Schubert
U.S. Maritime 
Administrator

“The primary purpose 
o f the talks was to give the 

Chinese the opportunity 
to give us a detailed review 
o f the regulations. To their 

credit, we had open and 
frank discussions and they 

patiently answered our 
questions on each article.”

The Chinese delegation emphasized dur-
ing the talks that the new international 
maritime regulations are needed to fulfill 
China’s commitments to enter the World 
Trade Organization. The Chinese delega-
tion also said these new rules are “consis-
tent” with the WTO principles of “openness, 
transparency and non-discrimination.” In 
addition, the Chinese delegation said the 
government of China has “made numerous 
reforms in maritime regulation that are 
conducive to the market-oriented develop-
ments and further liberalization.”

The Chinese admit that they’re new at 
developing regulations under the spirit of 
the WTO. But the U.S. delegation said they 
appear to be learning fast. The Chinese 
delegation said it would address concerns 
regarding the new maritime regulations in 
full detail in the form of new implementing 
rules, which will be made available on the 
Internet for public comment.

The U.S. delegation hopes the Chinese 
will take into account its concerns and

views during the drafting of its implement-
ing rules.

“A point that we tried to raise over and 
over again during the talks is that it’s good 
for Chinese exporters to have an efficient, 
low-cost transportation system from inland 
China to destinations overseas,” Schubert 
said. “What we’re asking them to do is 
beneficial to their economy.”

To drive this point further, the U.S. del-
egation has invited the Chinese to send a 
delegation to the United States to review its 
maritime regulatory policies and proce-
dures. The Chinese delegation is expected 
to arrive in late April at the earliest.

Troubled Industry. Meanwhile, the 
U.S. shipping industry remains on edge 
about the outcome of the new Chinese in-
ternational maritime regulations.

“It’s a very uncertain period,” said Peter 
Gatti, vice president of international policy 
for the National Industrial Transportation 
League, based in Arlington, Va. “It was 
clear from the briefing (with the U.S. del-
egation) that the Chinese are still thinking 
their way through how the laws should be 
applied.”

The industry, however, praised MarAd 
and the State Department for engaging the 
Chinese on the new maritime regulations.

“I was generally pleased with the interest 
the U.S. government took, and with the seri-
ousness of purpose they had,” said Edward 
Greenberg, transportation counsel for the 
Washington-based National Customs Bro-
kers and Forwarders Association of America. 
“They plainly had an open dialogue in which 
they expressed their concerns and those of 
the industry to the Chinese.”

U.S. industry officials hope to meet with 
the Chinese delegation when it arrives in 
the United States to learn more about the 
new maritime rules and to further explain 
their concerns. Some U.S. industry groups 
may also send representatives to China to 
meet with officials of China’s Ministry of 
Communications, the leader in drafting the 
country’s new maritime rules.

The NIT League said it’s holding a meet-
ing in Monterey, Calif., May 17-18, which 
will have a large focus on the new Chinese 
maritime regulations. Two of the meeting’s 
main speakers are Schubert and Gao Weijie, 
vice president of China Ocean Shipping 
Co. in Beijing.

In the interim, U.S. industry officials 
urge the United States to continue monitor-
ing the implementation phase of China’s 
new maritime rules.

“It’s important that we get this right,” 
Gatti said. “China is our top trading partner 
outside North America. If it’s not done right 
both sides will lose.” ■
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Hanjin runs hard
Korean shipping line’s increasing cargo 

volumes capitalize on its IT systems.

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

/  "W m  Te don’t dwell on market share 
m / % /  share here — we dwell on 
T  T  the bottom line,” said Ole 

Sweedlund, deputy managing director of 
Hanjin Shipping’s North American head-
quarters.

However, the Korean shipping line has 
solidified its position as one of the biggest 
carriers in the transpacific, and continues to 
grow faster than most of its competitors in 
a tough market.

Hanjin is now the second-largest carrier 
in the westbound transpacific westbound 
trade, and the fourth-largest line eastbound.

Eastbound, Hanjin’s transpacific volume 
to the U.S. West Coast rose 11 percent in 
2001 to about 467,000 TEUs, according to 
PIERS statistics. Hanjin’s growth came in a 
stagnant market, with total eastbound trans-
pacific volumes staying at 5.7 million TEUs 
last year.

The Korean line’s traffic last year from 
the U.S. West Coast to Asia increased 8 
percent to about 252,000 TEUs. Over the 
same period, the total westbound market 
contracted, because of the strong U.S. dol-
lar and weak Asian economies.

“We’ve had some success (on the west-
bound trade),” Sweedlund said. “It makes a 
world of difference if you manage your 
outbound traffic in terms of your equip-
ment positioning costs.”

Hanjin has reportedly attracted a large 
number of customers that previously used 
Cho Yang, the defunct Korean carrier.

Globally, Hanjin Shipping carried 2.17 
million TEUs in 2001, up 7 percent over the 
2.03 million TEUs moved in 2000. These 
figures do not include the traffic volumes of 
Senator Lines, a subsidiary company of the 
Hanjin Shipping group. Senator carried 1.05 
million TEUs last year, using many of 
Hanjin’s port and inland operational sys-
tems.

Critical Systems. Hanjin Shipping has 
used information technology systems to 
boost its productivity and lower costs.

One particular cost target is empty con-
tainer positioning expenses, frequently de-
cried in instructions from Hanjin’s Korean 
top management to its regional offices as

“It's no longer the people. 
I will be crucified when 

people read this — people 
are still important —  

but it’s the IT systems.”

Ole Sweedlund
deputy managing 
director, North America, 
Hanjin Shipping

“the single-largest non-revenue-producing 
cost.”

Hanjin’s internal IT systems is relatively 
new, and the carrier considers them vital to 
efficiently run its operations and deal with 
downward pricing pressures.

“We’ve had nothing but declines (in rate 
levels) over the past two years,” Sweedlund 
said.

Hanjin believes the difference in service 
levels among ocean carriers has shrunk, as 
all major carriers have caught up with the 
former industry quality leaders.

All carriers can now buy or develop IT 
systems that incorporate the know-how pre-
viously owned by the best skilled staff of

the top carriers, Sweedlund said. The “back-
side of the business” — running the physi-
cal transportation operations and the 
handling the related information flows — 
has become largely automated.

“Twenty years ago, you had a clear dif-
ferentiation,” he said. “Now the differentia-
tion in the carriers is kind of small.” 

Sweedlund said the changes can be seen 
across the industry. Carriers have reorga-
nized their operations to reduce fixed costs, 
he said.

How can a carrier perform better than its 
competitors?

“It’s no longer the people,” Sweedlund 
said. “I will be crucified when people read 
this — people are still important — but it’s 
the IT systems (that are predominant).” 

An entire layer of medium management 
has disappeared from ocean carriers’ inter-
nal organizations in recent years, Sweedlund 
said. He expressed some concern over where 
the containership industry’s future top man-
agement will come from, given current 
organizational structures no longer provide 
a natural path to senior management for 
young managers.

IT improvements may raise the level of 
service provided to shippers, Sweedlund 
suggested. “That level of service will de-
pend on the economy,” he said. “If the 
economy is strong, we can invest.”

Hanjin is also a member of the GT Nexus 
multicarrier container shipping portal, and 
says that it exchanges data by electronic 
data interchange with customers.

Hanjin is working on introducing 
paperless bills of lading, and a system that 
will exchange import data with shippers.

For port operations, a joint venture be-
tween Hanjin and Marine Terminals Corp. 
has developed a container terminal system 
that allows shippers to check the availabil-
ity of cargo at the terminal electronically.

Terminals Investment. Sweedlund, a 
director of the Pacific Maritime Associa-
tion, said the U.S. West Coast port commu-
nity must find a way to address the long-term 
issue of limited land for port expansion.

This year, large new terminals are being 
commissioned in the ports of Los Angeles, 
Long Beach and Oakland. However, 
Sweedlund notes industry estimates fore-
cast that continued growth in traffic vol-
umes will cause terminals to reach capacity 
by 2020.

“If we don’t find new processes, the 
terminals will run out of room,” he said. If 
we don’t do something, we will implode. 
All we have done so far is add traditional 
capacity.”

Hanjin will open the first phase of a 375- 
acre, $576-million container terminal in the
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port of Long Beach in July.
The Korean carrier also operates the larg-

est container terminal in the port of Oak-
land, a 90-acre facility opened last year. It 
will further expand the facility next year 
(see related story, page 88).

“We are in the midst of rebuilding our 
Seattle terminal,” Sweedlund said. “We 
continue to invest in our infrastructures in 
the States — both in terminals and in rail.”

At its U.S. West Coast container termi-
nals, Hanjin has long-term “turn-key” lease 
commitments with the relevant port authori-
ties. Sweedlund said the underlying invest-
ment made by the port authorities for its new 
terminals run into "billions of dollars.”

Hanjin and other marine terminal opera-
tors are also watching for new regulatory 
requirements on port security.

“Port security will certainly have an im-
pact in how we manage our terminals,” 
Sweedlund said.

New Alliance. Hanjin and sister com-
pany Senator Lines are part of the large new 
Asian global alliance with COSCO Con-
tainer Lines, “K” Line and Yang Ming.

“We exchanged the memorandum of 
agreement,” said J.S. Lee, managing direc-
tor of Hanjin Shipping’s North American 
headquarters. “There are a lot of discus-
sions going on on the Asian side.” The four 
Asian carriers ’ management has been meet-
ing monthly to conclude their proposed 
alliance cooperation.

Lee warned that no final decisions have 
been made about the future service network 
of the alliance, and he could not say whether 
its carriers will seek to remove or merge 
services.

"At present, in the discussions, nothing 
is clear,” he said.

The most important issue of the alliance 
discussions is the future use of container 
terminals— particularly of U.S. West Coast 
terminals, where Hanjin, COSCO, “K” Line 
and Yang Ming all have dedicated termi-
nals under long-term leases.

Sweedlund said Hanjin’s new giant con-
tainer terminal in Long Beach “could prob-
ably handle the entire business” of the 
alliance via southern Californian ports.

He contrasted new alliance with the 
tightly integrated Grand and New World 
alliances.

“ You have the traditional ‘total alliance,’ 
where you share all the aspects (including 
marine terminals),” he said. But, “does ev-
eryone want to be in these total arrange-
ments, where you’re locked?”

Hanjin and its alliance partners believe 
they will retain their autonomy under their 
cooperative agreement.

Hanjin has a big market share in the

J.S. Lee
managing director, North America, 

Hanjin Shipping

major trades it serves, and while “K” Line 
and Yang Ming “don’t have the same size 
as Hanjin,” they complement it, Sweedlund 
said. “COSCO happens to be the biggest 
carrier in its home market (China).”

In March, H anjin, Senator Lines, 
COSCO, “K” Line, Yang Ming and its 
subsidiary filed with the U.S. Federal Mari-
time Commission a Pacific Coast slot-ex-
change cooperative agreement, covering 
the transpacific West Coast trade.

“That’s a first step,” Sweedlund said. 
The next steps are being reviewed as part of 
the discussions concerning the new Asian 
alliance.

Sweedlund said the alliance cooperation 
may also include the rationalization of ter-
minals and chassis.

“I think this is the first alliance of only 
Asian lines,” he said, adding that Asian 
companies tend to be more cautious.

He said the alliance isn’t an emergency 
measure to save costs. “This is a long-term 
plan.”

East Coast Services. Hanjin Ship-
ping is planning to introduce a third Asia/ 
U.S. East Coast weekly service via the 
Panama canal this summer thanks to its 
alliance cooperation with COSCO, “K” Line 
and Yang Ming.

The new operation will likely involve 
Hanjin taking space on the East Coast ser-
vices of its partners.

Is the new East Coast service timed to 
help deal with potential port slowdowns or 
strikes of West Coast ports this July? 
Sweedlund said that while the two events 
may happen at the same time, they are not 
linked.

The International Labor and Warehouse

Union and port employers represented by 
the Pacific Maritime Association must ne-
gotiate a new contract to replace the current 
three-year pact due to expire July 1.

Sweedlund warned that port strikes on 
the West Coast could create prolonged re-
percussions and delays, including for rail 
transportation.

“If we shut down (West Coast ports) for 
one day, it takes one week to recover,” he 
said.

Shippers have asked Hanjin about the 
possibility of diverting transpacific cargoes 
to East Coast ports.

While the carrier may re-route cargoes 
from transpacific West Coast services to all-
water East Coast services via the Panama or 
Suez canals, there are constraints. “There’s a 
finite amount of space to the East Coast,” 
Sweedlund said. “To dismpt the (vessel) 
strings to the East Coast is not possible.”

Hanjin runs the “All Water East Coast” 
service (AWE) and the “All Water East 
Coast Pendulum” service (AWP), both via 
the Panama Canal. These services operate 
between Asia and the ports of New York, 
Norfolk, Wilmington and Savannah. Hanjin 
and its sister company Senator Lines also 
run the “Asia-Middle East-Mediterranean- 
America” service (AMA) between Asia 
and the U.S. East Coast via the Suez Canal.

For cargoes destined for or originating 
from areas south of Hong Kong, shippers 
may also ship cargoes to U.S. East Coast 
ports using ships that transit the Suez Canal, 
Sweedlund said.

Shippers’ Interests. Hanjin said it likes 
the one-to-one shipper-carrier relationships 
that have been spreading since the enact-
ment of the U.S. Ocean Shipping Reform 
Act. But Sweedlund questioned the term 
“partnership” commonly used to describe 
post-OSRA shipper-carrier relations. He 
doubts whether shippers would really be 
interested in a partnership if that involves 
sharing the losses of some of their carriers.

Hanjin has been “creative” in finding 
arrangements with shippers whereby both 
sides help the other, Sweedlund said.

“There are still customers that are not 
prepared to work on partnerships,” he 
warned.

Are shippers only interested in low freight 
rates? “Nobody will want to pay more than 
the current market rate for a service,” 
Sweedlund said.

But rates truly are a function of “the old 
traditional supply and demand situation,” 
Sweedlund said. Besides this, price is not as 
critical as it may seem for many shippers.

“If you’re a department store guy or an 
electronic guy, rates are not the driving 
factors,” Sweedlund said. ■
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The waterfront congressman
Taylor supports strong U.S.-flag fleet and shipbuilding 

industry, and realistic maritime security plan.

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

If  Rep. Gene Taylor had his way, he 
would restore the U.S. maritime in-
dustry to its former glory.

But the self-professed conservative Mis-
sissippi democrat knows that he can’t sim-
ply turn back the clock. The nation’s 
maritime industry has seen most of its U.S.- 
flag carriers and commercial shipbuilding 
and repair business sold abroad. What he 
can do is build upon what’s left.

“The great commercial nations of the 
world have always been great maritime 
powers,” Taylor said in a recent interview. 
“If we want to remain a great nation, then 
we have to retain our maritime might.”

Bom and raised in southern Mississippi ’ s 
Bay St. Louis area, Taylor, 48, is no stranger 
to the waterfront and what it needs to re-
main a healthy part of the economy.

Before coming to Washington, Taylor 
held a string of waterfront jobs. He worked 
for a stevedore, machine shop, and booking 
department of a steamship line. “I’ve been 
around the waterfront,” he said.

Taylor also served as skipper aboard a 
search-and-rescue boat for 10 years, as part 
of the U.S. Coast Guard Reserve from 1971 
to 1984. During that time, he received the 
Commandant’s Letter of Commendation 
for fire fighting and another for saving the 
life of a crew member.

His brother, Dean, also found work in the 
local maritime industry. He joined Tidewa-
ter Inc. in 1978. The company owns and 
operates more than 500 vessels, including 
the world’s largest fleet of vessels serving 
the offshore energy industry.

Taylor could have stayed on the water-
front and, with hard work, rose through the 
ranks of a maritime company like his brother, 
who was recently appointed chief execu-
tive officer of Tidewater.

But Taylor chose politics. “It was some-
thing I just wanted to do,” he said.

The Taylor family had no prior history in 
politics. His father, Gary, the son of Chesa-
peake Bay watermen, had moved to the 
Gulf during the Depression era in search of 
work. He briefly worked as a boarding 
agent for a steamship line in Panama, and 
then settled in Bay St. Louis to become a 
salesman.

“The great commercial 
nations o f the world have 

always been great maritime 
powers. I f  we want to 

remain a great nation, then 
we have to retain our 

maritime might.”

Rep. Gene Taylor, D-Miss.

“My father didn’t believe in putting po-
litical bumper stickers on the family cars. 
He wanted to avoid offending any custom-
ers,” Taylor said.

Taylor first became a Bay St. Louis coun-
cilman and then state senator. He was elected 
to Congress for Mississippi’s Fifth District 
in a 1989 special election.

On Capitol Hill, he quickly became known 
for his strong support of legislation that 
strengthens national defense and related in-
dustries. He also stepped forward to defend 
the country’s maritime industry and workers.

To so-called “free traders” and those in 
Congress who believe in spending U.S. dol-

lars abroad, Taylor is a roadblock. He has 
repeatedly voted against foreign aid, most- 
favored-nation status for China and the North 
American Free Trade Agreement. He intro-
duced legislation to repeal NAFTA.

But T aylor, ranking member of the House 
Armed Services Committee and member of 
the House Transportation and Infrastruc-
ture Committee, is undaunted by critics and 
stands firm behind those views which got 
him elected — preserving national defense 
and the maritime sector.

Building Ships. In 1993, Taylor suc-
cessfully led an effort to amend and enhance 
the Merchant Marine Act’s Title XI federal 
loan guarantee program, which is adminis-
tered by the Maritime Administration. This 
legislation has resulted in more than $1.5 
billion in new commercial shipbuilding con-
tracts for the nation’s shipyards.

The Title XI program allows shipowners 
and shipyards to borrow private-sectorfunds 
on more favorable terms than they other-
wise could get from regular lenders. The 
risk of default, however, is borne by MarAd 
and ultimately by the Treasury Department.

“I remain a huge proponent of Title XI,” 
Taylor said. Taylor’s district includes ma-
jor shipyard interests Ingalls Shipbuilding, 
Avondale and Friede Goldman Halter, 
which have operations in the ports of 
Pascagoula and Gulfport.

During 2000, Title XI helped to cover the 
construction of 21 vessels, valued at more 
than $800 million. MarAd has made about 
$40 million in loan guarantees so far in fiscal
2002 .

Title XI is now under attack. The Bush 
administration has attempted to phase out the 
program in its budget proposals for the past 
two years, an effort endorsed by some mem-
bers of Congress. The administration and its 
supporters consider the program a subsidy to 
ensure work to inefficient shipyards. Con-
gress did not follow the administration’s 
recommendation and provided $36.9 million 
for Title XI in fiscal 2002.

But Title XI is under fire again with the 
administration requesting only $4.1 mil-
lion for the program. Title XI also received 
a black eye late last year when American 
Classic Voyages, a heavy user of the loan 
program, filed for bankruptcy, leaving two 
unfinished passenger vessels in Ingalls’ 
Pascagoula shipyard. It’s estimated that the 
default on the loans by American Classic 
Voyages could exceed $367 million. Prior 
to the American Classic Voyages debacle, 
Title XI had a loan default ratio far less than 
the banking industry.

Taylor said he is “disappointed” by Ameri-
can Classic Voyages’ “stumble,” but he be-
lieves this is no reason to terminate Title XI.
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“This nation is in the shipbuilding busi-
ness for the long haul. The program is good 
for the nation’s shipyards. This is an ex-
tremely important industry and it needs to 
be preserved not only for the individual 
jobs but for the good of the nation,” he said.

Taylor said the American Classic Voy-
ages vessels should be converted into self- 
sufficient 4,000-man berthing ships. “When 
a country asks us to leave, we should take 
our barracks with us,” said Taylor, who is 
disgusted by the billions of dollars in assets 
left behind in Panama when the U.S. mili-
tary pulled out.

Strong U.S. Flag. The dwindling num-
ber of U.S.-flag vessels also troubles Taylor.

Since the end of World War II, the U.S.- 
flag commercial fleet has shrunk from about 
2,300 oceangoing ships to 115.

Today, about 90 percent of the remaining 
U.S.-flag oceangoing ships are enrolled in 
the federal governm ent’s Voluntary 
Intermodal Sealift Agreement, which pro-
vides the Defense Department with “as-
sured access” to commercial intermodal 
capacity to move cargo during times of war 
an emergency.

Included in the VISA fleet are 47 vessels 
enrolled in the Maritime Security Program, 
which was created under the 1996 Mari-
time Security Act, to give the military im-
mediate access to this commercial capacity. 
Under MSP, vessel operators receive $2.1 
million per ship per year.

MSP, which Taylor endorsed, will ex-
pire in 2005. Taylor said he would push 
hard for its renewal.

“I think that having a certain number of 
vessels to call on at a moment’s notice is 
cheaper than maintaining those ships our-
selves all year around,” he said. “Again, it’s 
good for taxpayer.”

It’s estimated that the military gets ac-
cess to about $9 billion worth of maritime 
and intermodal infrastructure through MSP.

Taylor said he does not want to see the 
U.S.-flag fleet fall into the condition it had 
before the Persian Gulf War. “We got lazy,” 
he said.

During the war, the Military Sealift Com-
mand found itself with a shortage of U.S.- 
flag roll-on/roll-off vessels, which were 
needed to transport tanks, trucks and other 
heavy equipment. The agency chartered 16 
ro/ro ships, four under U.S. flag and 12 
under foreign flag. It’s estimated that the 
Military Sealift Command spent nearly 
double the amount of cost per square foot 
on the foreign flag ships than it did for the 
U.S.-flag capacity, and there problems with 
some crews refusing to enter the war zone.

Since the war, the Military Sealift Com-
mand has constructed 17 large, medium-

“My father didn’t believe 
in putting political bumper 
stickers on the family cars. 

He wanted to avoid 
offending any customers.”

speed, ro/ro vessels out of an order of 20 
already in service. MarAd’s Ready Reserve 
Fleet of cargo ships is also in much better 
shape than it was a decade ago.

So far, neither the VISA nor MSP ships 
have been called into action in the country ’ s 
war against terrorism, but it could, if troops 
must be sustained abroad for long periods 
of time. Taylor said the U.S.-flag commer-
cial fleet must always be prepared for this 
possibility.

Security Realist. For now, Taylor is 
heavily involved in the development of the 
country’s future maritime security regula-

1f  John A. Moran had his way, he would 
have been the country ’ s next chairman 
of the U.S. Federal Maritime Commis-
sion.

But it wasn’t meant to be, and Moran 
resigned from the FMC in mid-April after 
three years as commissioner.

“It would have been an honor to remain 
and serve the administration,” said Moran 
in a recent interview. “At the end of the day, 
however, it’s the president’s choice and 
that choice must be respected.”

Moran had been on the list of nominees 
to serve as FMC chairman. However, ear-
lier this year President Bush nominated 
Steven Robert Blust, president and chief 
executive officer of Tampa Bay Interna-
tional Terminals in Tampa, Fla., for the job.

“Certainly the president has nominated a 
qualified nominee to the commission who, 
I believe, will serve the FMC well during 
his tenure,” Moran said.

In January, Moran got a second chance to 
serve the Bush administration when he was 
considered for the nomination to deputy 
adm inistrator for the Transportation 
Department’s Maritime Administration. But

tions. He’s concerned that there’s too much 
talk about security improvements and too 
little action.

Taylor questions the value of advanced 
manifest data and electronic container seals 
as a primary means to prevent terrorist acts, 
because both could easily be forged or 
breached. “We know the drug dealers are 
already doing this,” he said.

But Taylor realizes the country has to 
start somewhere. “I don’t fault anyone for 
trying to solve this problem,” he said. “What 
I do fault is someone who tries to portray 
anything as the solution.”

Taylor will continue to push for increased 
Coast Guard funding and additional money 
for maritime security, such as container 
inspection equipment. “I understand that 
it’s impossible to physically inspect each 
container, but I have to believe the technol-
ogy is there to do it,” he said.

No matter how maritime security legisla-
tion shapes up in Congress, Taylor said its 
effectiveness would depend on how well 
it’s enforced. “Sadly, I already see some of 
our diligence slipping away,” he said. ■

he withdrew his name from consideration 
to pursue an opportunity in the private sec-
tor.

He recently joined the Washington of-
fice of Jones Walker, a law firm well known 
in maritime circles. Moran called the move 
“a very comfortable and natural fit.” Over 
the years, he has worked with a number of 
attorneys at the firm, such as R. Christian 
Johnsen, John J. Jaskot, Paul F. Cambon 
and James D. Ogsbury.

“I never intended to make a career out of 
the government,” Moran said. “But I en-
joyed public service and I would have en-
joyed helping to shape the future agenda of 
either the FMC or MarAd.”

“At the same time, there was life before 
the commission and there will be life after 
the commission,” he said. “To everything, 
there’s a season.”

Maritime Background. After attain-
ing law degrees from Washington and Lee 
University and Tulane University, Moran, 
a Virginia native, began his career as a 
judicial clerk for Judge Richard B. Kellam 
of the U.S. District Court for the Eastern

Moran goes private
Former commissioner helped agency 
implement OSRA. Joins Jones Walker.

B y  C h r i s  G i l l i s
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District of Virginia. He also briefly prac-
ticed law at Wilcox and Savage in Norfolk, 
Va.

Moran got his first taste of Capitol Hill 
when he took a Republican staff position on 
the House Merchant Marine and Fisheries 
Committee, and then he became legislative 
counsel to Sen. John Warner, R-Va.

Next he served four years as Republican 
counsel to the Senate Committee on Com-
merce, Science and Transportation, and 
worked on both the Merchant Marine Sub-
committee and the National Ocean Policy 
Study. Behind the scenes Moran also drafted 
legislation and prepared hearings on nu-
merous legislative issues, such as the Oil 
Pollution Act of 1990, a review of the 1984 
Shipping Act, reform of federal support for 
the U.S.-flag fleet, and other maritime, en-
vironmental and marine fisheries issues.

Moran briefly returned to the private 
sector when he became a partner with Wash- 
ington lobbying firm Alcalde & Fay, and 
then vice president of legislative affairs for 
the American Waterways Operators, a trade 
group representing the inland and coastal 
tugboat, towboat and barge industry.

On Oct. 15, 1998, Moran was approved 
by the Senate to serve as FMC commis-
sioner and a week later was sworn into 
office. He would quickly find out that his 10 
years of experience in congressional and 
legislative affairs would pay off at the FMC.

OSRA. Moran came to the FMC 21 days 
after the 1998 Ocean Shipping Reform Act 
took effect.

“There was a fair degree of concern about 
how the commission would implement the 
rules,” Moran said. “For me, it was very 
rewarding to be there to ensure that the 
commission implemented the law the way 
Congress intended.”

Unlike other transport modes— air, truck 
and rail — Congress chose to partially 
deregulate ocean transportation under 
OSRA. “While OSRA is not total deregula-
tion, it is a deregulatory step and it is clearly 
deregulatory in spirit,” Moran said.

OSRA put more emphasis on market 
forces to guide the ocean freight sector, and 
for the first time, permitted ocean carriers 
and shippers to create confidential service 
contracts.

However, OSRA retained limited anti-
trust immunity, which allows ocean carri-
ers to collectively discuss certain aspects of 
their business. Congress also retained the 
FMC and kept the requirement for non-
vessel-operating common carriers to be li-
censed and publish tariffs, while at the same 
time excluding them from arranging ser-
vice contracts with their shippers.

Moran understands the frustration that

freight forwarders and NVOs feel toward 
OSRA. He also believes that Congress had 
good reason for developing the new law the 
way it did.

“OSRA may be seen as an effort by 
Congress to advance deregulatory goals in 
an evolutionary rather than revolutionary 
manner, generally remaining in harmony 
with our international trading partners; 
achieving a practical, if not perfect legisla-
tive result,” Moran said in a speech to the 
Foreign Commerce Club of New York late 
last year.

John A. Moran
attorney, Jones Walker 

& former commissioner, 
FMC

“The trend toward 
concentration in the liner 

trade... could raise 
questions as to whether the 
current scheme o f antitrust 
immunity and regulatory 

oversight is adequate 
when the liner industry 

is down to a handful 
of global carriers.”

In September 2001, the FMC released its 
two-year OSRA impact study. The study’s 
overall conclusion was that OSRA’s re-
forms resulted in a more “market-driven” 
ocean shipping environment. It also found 
that service contracts were extremely im-
portant to most shippers and about one- 
third of all contracts contained 
confidentiality provisions.

“It is clear that at least under the market 
conditions experienced over the last two 
years the worst fears expressed by critics of 
OSRA have not occurred and much of what 
Congress hoped to achieve has started to 
come to pass,” Moran said.

During the past two years, there have 
been calls by the forwarder and NVO in-
dustry to eliminate the antitrust immunity 
provisions in OSRA, a move that Moran 
believes is pointless at this time.

“Congress has an overflowing agenda 
and maritime legislation does not often rise

to the top of the legislative priority list in the 
best of times,” Moran said. “And after the 
attacks on the World Trade Center and the 
Pentagon on Sept. 11 the attention of Con-
gress will be focused on issues other than 
ocean carrier antitrust immunity for the 
foreseeable future.”

What may have the biggest effect on the 
future of antitrust immunity, Moran be-
lieves, will be the recent changes to the 
economics in the international liner trades, 
particularly with the sale of U.S.-flag carri-
ers to foreign owners.

“This development may lead domestic 
policymakers in the United States to in-
creasingly approach the formulation of 
maritime policy from the perspective of a 
shipper nation,” he said. “Future political 
support for antitrust immunity in the United 
States may well depend on whether 
policymakers are convinced that the ben-
efits of the immunity transcend narrow car-
rier interests to increase profits and serve a 
greater public good, such as facilitating 
trade.”

“The trend toward concentration in the 
liner trade, if it continues, could raise ques-
tions as to whether the current scheme of 
antitrust immunity and regulatory oversight 
is adequate when the liner industry is down 
to a handful of global carriers. A related 
question is whether the antitrust immunity 
will be relevant or even desirable to the 
carriers when there are only two or three 
aggressive competitors in the major trade,” 
Moran added.

Antitrust immunity continues to be a 
largely accepted practice in the interna-
tional liner business. But some countries 
and international groups, such as the Orga-
nization for Economic Cooperation and 
Development, are already questioning its 
need in the future.

Moving Forward. Moran, 47, will con-
tinue to watch the outcomes of OSRA and 
other maritime issues at this time from the 
outside.

Jones Walker, founded in 1937, also has 
offices in New Orleans, Baton Rouge and 
Lafayette, La., in addition to Miami and 
Houston. In 1999, Jones Walker formed an 
alliance with The Livingston Group, headed 
by Bob Livingston, former Louisiana con-
gressman and chairman of the House Ap-
propriations Committee.

Some Washington observers believe that 
Moran will eventually return to public life 
to represent U.S. maritime interests.

Asked if he would return to political life 
if given the chance, Moran said, “At this 
point, I’m committed to giving my all to 
this new endeavor, but never say never is a 
good rule to live by.” ■
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Gibson appointed Cargo 2000 chairman
Talk about hitting the ground running.
Not even one year after taking his first air cargo position, as vice 

president of United Airlines Cargo, Roger Gibson has been elected as 
chairman of Cargo 2000, the interest group of the International Air 
Transport Association, comprising airlines and freight forwarders.

It’s the second time Cargo 2000’s chair is held by a United 
executive. Prior to the two-year tenure of Patrick Moebel, vice 
president of air freight at Schenker, the organization’s first chair-
man was Jim Hartigan, chief executive officer of Integres and 
formerly vice president of United Cargo.

It also marks the second time that Gibson has succeeded Hartigan.
Gibson has been vice president of Cargo at United since June 

2001. He joined the airline in 1967, and has held various manage-
rial positions. Before accepting his recent position in Cargo, he was 
vice president, North America, in Denver.

“I look forward to building upon the important work already 
accomplished by this distinguished group,” Gibson said. “We are 
seeing less spending, and those customers that are spending are 
demanding higher quality. This puts a premium on quality and 
performance, and underscores the significance of Cargo 2000’s 
activities.”

During Moebel’s term of office, Cargo 2000 moved from the 
planning to the implementation stage of its master operating plan 
for the air cargo industry. All 26 members of the group have 
successfully completed phase one of the plan, which focused on 
controlling the airport-to-airport cycle at master waybill level. 
Members are now progressing with phase two, which addresses 
door-to-door deliveries at the house waybill level.

DOT approves antitrust immunity for United, BMI
The U.S. Department of Transportation granted antitrust immu-

nity April 4 to an alliance between United Air Lines and British 
Midland Airways.

The arrangement is subject to the United States’ and United 
Kingdom’s concluding an open-skies agreement within the next 
six months, DOT said.

In the same order, DOT also granted the request of American 
Airlines and British Airways to dismiss their application for 
antitrust immunity.

“Making the benefits of open skies available to the U.S. and U.K. 
consumers is a DOT priority,” Mineta said. “If we can replace the 
restrictive U.S.-U.K. aviation agreement with open skies, this 
alliance will provide competitive options for service to the United 
Kingdom and beyond.”

In January, DOT tentatively approved antitrust immunity be-
tween American Airlines and British Airways, and between United 
and BMI. Both approvals were based on the condition that a U.S.- 
U.K. open skies agreement was achieved within six months.

The DOT also required that American and BA divest themselves 
of take-off and landing slots between some U.S. cities and London’s 
Heathrow Airport, a major sticking point with the airlines.

There are no negotiations scheduled between U.S. and U.K. 
officials regarding “open skies” talks, and there have been no 
efforts on either country’s part to revive them.

Talks fell apart in February, after American and British Airways 
filed a motion to dismiss their application, citing concerns over the 
conditions set.

Access to Heathrow for more U.S. carriers has long been a point 
of contention to an open skies deal and also doomed an earlier 
attempt at antitrust immunity bids by American and BA.

TSA testing enforcement procedures
A U.S. Transportation Security Administration official said the 

agency is examining methods to allow it more power to enforce the 
“known shipper” program.

One such method, the official said, may use swipe card systems 
used by forwarders and carriers to enter a database of “known” and 
“unknown” shippers.

The TSA said it is examining a number of systems, with the goal 
of providing government agencies with information about shippers 
and their shipments prior to departure, and to monitor, “on a 
shipment-by-shipment basis, a particular shipment by a particular 
shipper,” the official said.

Air carriers and forwarders have expressed disapproval with the 
known shipper emergency amendments issued after Sept. 11. The 
carriers and forwarders have said the emergency amendments 
place the burden of security enforcement on them.

With such a system, the TSA official said, the government could 
either issue a certification number for the shipment prior to its 
departure, or halt the shipment.

“This is just one type of system the TSA is looking at,” the 
official said. This system, and others like it, would “take the 
determining factor away from industry and put it into the hands of 
the government,” the official said.

The TSA official said there are no timelines for the database 
systems under consideration.

Airlines add fuel surcharges
At least two airlines have implemented surcharges in response 

to rising fuel costs.
American Airlines Cargo has implemented a surcharge of 5 

cents per kilogram for all cargo shipments from the United States 
to international destinations and 2 cents per pound within the 
United States. American said most shipments originating from 
other countries will have surcharges based on local currency.

“Oil prices have steadily increased in recent weeks, exceeding 
the levels in 2000 when we previously applied our surcharge,” said 
Richard Denhart, spokesman for American Airlines Cargo.

Lanchile Cargo also imposed a 5-cent-per-kilogram surcharge 
on all shipments, based on actual weight, with a minimum charge 
of $5 per shipment.

Lufthansa, DHL Worldwide Express plan joint network
Lufthansa Cargo AG and DHL Worldwide Express are jointly 

using the intra-European overnight express network of DHL.
In this summer’s schedule, Lufthansa Cargo will offer 13 destina-

tions on the European DHL network. A joint planning team of the two 
companies is coordinating flight schedules and implementing efforts 
to improve plane utilization. The companies said they plan to 
centralize their operations at their express hubs in Cologne.

Lufthansa Cargo has transported its fastest time-definite prod-
uct, td.Flash, on four Boeing 737 “Quick Change” passenger 
planes. DHL will help Lufthansa Cargo to replace this Boeing 
737QC network with the increased capacities on Boeing 757F 
freighters, which it will receive this year.
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Theodore Prince
E-mail: ted@oax.com

California dreaming
Twenty five years ago, in the moviz Annie Hall, Woody Allen’s 

character, Alvy Singer, commented about Los Angeles: “I don’t 
want to move to a city where the only cultural advantage is being 
able to make a right turn on a red light.” Since then, right-on-red has 
become common throughout the country.

In the transportation industry, California often leads the nation and 
we ignore developments there at our own peril. For example, we 
should pay heed to the trucking industry’s efforts to conform with 
new diesel engine requirements which are due take effect on Oct. 1, 
under Clean Air Act settlements. The Clean Air Act of 1970 offers a 
dramatic example of California legislation affecting the transporta-
tion industry. The act, which was passed in the same year that 
Congress created the Environmental Protection Agency, provided 
legislative initiatives that addressed recognized deficiencies in earlier 
legislation. The act was designed “to protect and enhance the quality 
of the nation’s air resources so as to promote public health and welfare 
and the productive capacity of its population.”

The act gave the federal government responsibility —  and 
authority — for controlling air pollution. The EPA was authorized 
to take steps to halt emissions endangering public health. But 
federal pre-emption in this matter was not complete. Recognizing 
that California had already created its own, more stringent program 
for regulating vehicle emissions, the act allowed California, unlike 
other states, to enforce its own independently established standards 
rather than the new federal requirements. The result is compliance 
that is either 50-state, or 49-state (all but California).

Two pending pieces of legislation may significantly impact our 
industry. The California Assembly is considering a bill introduced 
by State Assemblyman Alan Lowenthal, which would require 
marine terminals to guarantee driver transactions are completed in 
less than 15 minutes, including time spent in line. The bill imposes 
fines for non-compliant facilities. The bill also anticipates possible 
industry reaction, by forbidding terminals to divert idling trucks or 
to pass on compliance costs to the truckers.

This bill appears to address air quality issues, but it is primarily a 
reaction to the frustrated port drayage community. These drivers are 
paid by the move, and most have not had received a rate increase in 
years — despite increases in fuel and insurance expense. In order to 
increase their profitability, they need to make more moves in a day. 
In many cases, they’re making fewer than they did several years ago.

The timing of this bill is simultaneous with the current West Coast 
waterfront labor negotiations. Past attempts at forming a port drayage 
union have proven unsuccessful, as have previous attempts to legis-
late extended gate hours. The greatest obstacle to implementing faster 
gate throughput is work mles preventing more effective utilization of 
labor by discouraging investment and deployment of technology. A 
solution is possible. Railroad intermodal terminals have solved their 
problem largely through process change and technology.

Another challenging issue facing port drivers in California is 
roadability. The state Senate is considering a bill introduced by State 
Sen. Gloria Romero that is similar to one that died in committee last 
year. This bill would require marine terminal roadability inspection 
prior to departure (current law makes this practice optional). The bill 
further protects drivers by requiring the equipment owner to reim-
burse drivers for the costs of any equipment-related citation.

The roadability issue is not unique to California. Pennsylvania and 
Illinois have already passed similar laws and New Jersey, South
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Carolina and other states are considering similar legislation. Like the 
Lowenthal bill, the Romero bill uses one issue to address another. The 
hidden issue with roadability is insurance. Even before Sept. 11, 
insurance was becoming a significant problem in the intermodal 
industry. When equipment departs a terminal, at least two insurance 
policies are involved. The primary ones are those of the trucker and 
the steamship line. Both policies seek to exclude responsibility for the 
equipment— so both sides seek a resolution in their favor. The lines 
seek to use their commercial dominance over trucker selection. The 
truckers are seeking legislative redress.

By next year, the federal government must address reauthoriza-
tion of The Transportation Equity Act for the 21st Century (TEA- 
21.) This law covered surface transportation funding for 1998 to
2003. California has been busy with similar legislation.

Last year, California instituted a Global Gateways Development 
Program (GGDP). Its purpose was to serve as a public/private 
partnership that would develop a plan to improve the capacity and 
efficiency of California’s transportation infrastructure, which has 
not kept pace with its goods movement. The resulting deficiency 
has caused congestion, delays and accidents that have contributed 
to an increase in transportation costs, which, in turn significantly 
impacts California’s economy. (It is estimated that one of every 
seven jobs in California are tied to trade and transportation.) 
Additionally, the infrastructure shortage is worrisome because 
cargo volumes are expected to triple by 2020.

One piece of California legislation — as yet not introduced — 
could profoundly affect our industry. State Sen. Betty Kamette is 
considering a bill that would impose a fee on all containers moving 
through California ports — loaded or empty, local or intermodal. 
(This would be in addition to the fee that all intermodal containers 
would pay in southern California for the Alameda Corridor.)

The legislation is designed to develop a reliable revenue source 
to fund transportation infrastructure. The Container Facility Charge 
(CFC) is modeled after the passenger facility charge (PFC), which 
was created in 1990 by the Aviation Safety and Capacity Expan-
sion Act. Airports may apply for PFC charges in amounts up to 
$4.50 per passenger connecting through an airport in order to fund 
necessary facilities.

In both cases, the concept is that the payment for facility 
expansion is tied to the unit creating increased demand. The PFC 
is tied to the passenger and the CFC to the container. Projects that 
could be financed by the CFC include: grade separations, dedicated 
truck lanes, freight rail corridors, intermodal terminals and rail 
improvements. Some concern exists about whether the fee would 
compel lines to divert vessels away from California ports, prompt-
ing suggestions that it be applied on a larger scale.

Such bills address some of the numerous challenges facing the 
transportation industry, and they demonstrate how tradeoffs get 
made between operating efficiency and infrastructure. The GGDC 
represents a good start at cataloging the issues. CFC offers an 
intriguing financing idea that will undoubtedly be embraced by 
some and denounced by others. The Lowenthal and Romero bills 
grapple with important issues, but at the moment they appear as 
political sideshows, with all sorts of interested groups adding their 
two-cents worth. That being said, we should not avert our gaze for 
too long. For in our industry, as goes California, so goes the nation.

Theodore Prince is senior vice president o f marketing and sales 
fo r  Optimization Alternatives Ltd. Inc.
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TRANSPORT /  INLAND

Norfolk Southern 
implements plan 
to boost services

NORFOLK, Va.
Norfolk Southern Railway Co. said 

it has implemented a new scheduled 
operating plan for its merchandise 
freight service network that will boost 
service consistency and reliability.

The Thoroughbred Operating Plan 
(TOP) aims to optimize the way the 
eastern U.S. railroad builds trains and 
operates its rail network. The plan uses 
250 new train schedules and routings 
for shipments of chemicals, agricul-
tural and consumer goods, paper and 
forest products, metals and construc-
tion materials and vehicles and vehicle 
parts. The new plan reduces or elimi-
nates handlings at NS’s 13 major clas-
sification yards and more than 200 
regional and local yards.

Norfolk Southern’s goal is to im-
prove on-time performance, reduce car 
handling, shorten routes, accelerate 
train speeds and boost asset utiliza-
tion. Some 75 percent of the railroad’s 
merchandise customers should see im-
proved transit times, NS said. Most 
improvements will be within 10 to 30 
percent, while others will see even 
greater reductions, the railroad added.

The plan is the result of a year-long 
analysis of NS’s train operations by its 
transportation, marketing and infor-
mation technology personnel. NS stud-
ied 2.8 million carloads of traffic over 
a three-month period to see how traffic 
varied from day to day, then rebuilt 
every merchandise traffic pattern on 
the railroad.

Concurrent with the plan, Norfolk 
Southern has launched a number of 
electronic commerce initiatives, in-
cluding enhancing the railroad’s price 
inquiry application to allow customers 
to request new pricing information 
more quickly. Future plans include a 
new Web-based application that will 
provide estimated transit times based 
on TOP train service schedules, and 
estimated arrival times on active ship-
ments added to all shipment tracking 
applications.

Norfolk Southern Railway, a unit of 
Norfolk, Va.-based holding company 
Norfolk Southern Corp., operates
21,500 route miles in 22 states, the 
District of Columbia and Ontario, 
Canada. ■

Pacer Intermodal incom e drops 53% in 2001
CONCORD, Calif.

Pacer International, the non-asset-based 
North American third-party logistics pro-
vider, reported net income, including merger 
and one-time charges, of $7.0 million in 
2001, down 52.7 percent over 2000.

Excluding the merger and one-time 
charges, net income on a tax-adjusted basis 
was $ 11.2 million.

Operating income for 2001 was $51.0 
million, down $12.4 million from 2000, 
including the merger and one-time pre-tax 
charges in 2000 of $7.7 million and in 2001 
of $6.9 million. The decrease was due to 
increased sales, general and administrative 
costs in Pacer’s retail segment related to 
acquisitions in 2000, and increased railcar 
lease and maintenance costs in the whole-
sale segment, the company said.

The decrease was offset by improved 
results in Pacer’s retail segment, which

provides logistics and supply-chain man-
agement services to manufacturers and re-
tailers. The wholesale segment provides 
double-stack rail transportation services.

Consolidated revenues for the fiscal year, 
ended Dec. 28, were $1.67 billion, up 30.4 
percent from 2000. Excluding acquisitions 
made in 2000, revenues decreased about 
$40 million, principally in automotive rev-
enues in both retail and wholesale segments 
of the company and international-related 
revenues in the wholesale segment.

“During 2001, we completed the central-
ization of our rail and truck brokerage op-
erations and have exceeded the expected 
synergies of Pacer International’s merger 
with Rail Van Inc.,” said Don Orris, chair-
man and chief executive officer of Pacer 
International. “We also have completed the 
rationalization of our wholesale segment’s 
fleet,bothcontainersandchassis.” ■

C S X  Transportation opens European office
JACKSONVILLE, Fla.

CSX Transportation, the rail-based unit 
of CSX Corp., has opened a representative 
office in London with commercial respon-
sibility for Europe.

CSXT said its new European presence 
supports an increased focus on interna-
tional freight. The office, lead by Peter 
Mills, director of international sales and 
marketing, will serve European shippers, 
forwarders and logistics managers.

“The office will encourage supply chain 
strategies that employ rail-based services,”

CSXT said. “The office will also work in 
partnership with European service provid-
ers, including forwarders, port and ocean 
carriers, to build and market creative services 
that link European and North American mar-
kets.”

In addition to the London office, CSXT 
has recently added a second office in 
Mexico, established South and Central 
American sales coverage, and created a 
domestic ports business development team 
to work with service providers at the 45 
deep water ports served by CSXT. ■

Con-Way offers electronic invoices
ANN ARBOR, Mich.

Con-Way Transportation Services Inc., 
the group of less-than-truckload service pro-
viders, said shippers can now elect to receive 
their invoices electronically via e-mail.

Customers can receive e-mail notifica-
tions of newly created invoices via paper, 
electronic data interface (EDI) or portable 
document format (PDF).

The service means reduced data entry time, 
increased data entry accuracy, eliminating 
paper storage of invoices, improved speed 
and accuracy of invoice processing and bet-
ter pre-plan for accounts payable, Con-Way 
said. The feature will also enable customers 
to more quickly complete background 
searches on invoices, the company added.

Con-Way is a subsidiary of CNF Inc. ■

RailAm erica sells Georgia short-line railroad
BOCA RATON, Fla.

RailAmerica Inc., the short-line and re-
gional railroad operator, said it has sold its 
Georgia Southwestern Railroad in three 
transactions totaling about $7.1 million.

About 102 miles of track and associated 
real estate was sold to the State of Georgia for 
about $5.4 million. In related transactions, a 
local, private operator purchased the capital 
stock of Georgia Southwestern Railroad

(GSWR) and eight RailAmerica locomo-
tives for $ 1.7 million. The operator will con-
tinue to run the railroad on behalf of the state.

The GSWR generated about $3.7 million 
in revenues and earnings before interest, 
taxes, depreciation and amortization of 
about $539,000 in 2001.

RailAmerica said it plans to use proceeds 
of the sale to reduce corporate debt and 
reinvest in additional core rail properties. ■
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PORTS

Oakland’s new intermodal means BNSF users’ containers won’t have to be 
drayed 12 miles to the railroad’s former rail terminal.

Oakland targets intermodal
Port aims to broaden its cargo base and resist 

the dominance o f Los Angeles and Long Beach.

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

aving a strong niche market niche 
isn’t always enough.

The portofOaklandhasa strong 
position in the northern California market, 
but it has missed out on much of the growth 
of it neighboring ports in capturing discre-
tionary container cargo that moves by rail 
inland via U.S. West Coast ports.

But Oakland is investing in new marine 
and intermodal facilities, and believes it 
will soon have the right tools to broaden its 
market.

In March, the Burlington Northern and 
Santa Fe Railway Co. and the port of Oak-
land opened a $38-m illion terminal 
intermodal containertransferfacility. BNSF 
operates the new Oakland International 
Gateway terminal. The first train left the 
new intermodal terminal for Chicago on 
March 10.

The 85-acre, near-dock facility can ini-
tially accommodate 250,000 containers a 
year, and can be expanded to meet future 
growth, the port said.

In recent years, Oakland has lost market 
share among U.S. West Coast ports, and 
now handles about 11.5 percent of contain-
ers that cross West Coast docks.

For users of BNSF, the new rail terminal 
means that containers no longer have to be 
drayed 12 miles to the railroad’s former rail

terminal in Richmond, located outside Oak-
land.

“The intermodal terminal is located adja-
cent to the maritime terminals,” said Clem-
ent Chin, senior manager, marketing and 
business development at the port of Oak-
land. The distance between the rail terminal 
and the furthest marine terminal is 1.5 miles.

“You eliminate a lot of the unreliability 
and cost,” Chin said. BNSF can also provide 
service to other third parties for this facility.

Only about 10 percent of the port of 
Oakland’s total container traffic comes or 
leaves by rail, as compared to 50 percent in 
the ports of Los Angeles and Long Beach.

“We’re trying to diversify our business 
and go after discretionary cargo,” Chin 
said. The port intends to increase its 
intermodal volume from 10 percent of total 
containers to 30 percent, over the next two 
to three years.

When the Union Pacific acquired South-
ern Pacific in the mid-1990s, the port of 
Oakland found it was served directly by 
only one major railroad. However, BNSF 
obtained rights to serve the port directly, 
and its near-dock intermodal terminal brings 
more rail competition back to Oakland.

“It gives us both rail carriers directly 
located at the port,” Chin said. “It gives 
more competition, more service options.

The port also has transload facilities, 
where import containers are de-consoli- 
dated and their contents re-loaded into 53- 
foot domestic containers.

Although the port still has no on-dock 
rail terminal, Chin said on-dock rail “is not 
a panacea.”

“You need a lot of space,” he said. “Hav-
ing on-dock facilities at each terminal would 
take so much space.” Chin believes that a 
common-user, “very near dock” rail facil-
ity can be more efficient.

Unlike Los Angeles and Long Beach, 
Oakland is primarily an export port, and 
northern Californian exports represent a 
major portion of the port’s business. How-
ever, as with other U.S. ports, the port of 
Oakland has seen containerized exports 
decrease last year.

In 2001, full outbound containers at the 
port of Oakland were 758,958 TEUs, down 
from 818,521 TEUs in 2000. Full import 
boxes totaled 486,389 TEUs, down from 
503,858 TEUs. Total port throughput, in-
cluding empty containers, decreased 7.5 
percent, to 1.6 million TEUs, from 1.8 
million TEUs in 2000.

Ocean carriers that target Californian 
export cargo tend to call at Oakland after 
Los Angeles or Long Beach, to provide 
faster westbound transit times to Asia.

Oakland port executives have mixed feel-
ings when they watch the huge marine 
terminal developments of the port of Los 
Angeles and Long Beach.

While Oakland doesn’t have the space to 
develop 300-acre terminals, the port has its 
northern Californian market niche, and has 
implemented its own infrastructure programs.

Under its “Vision 2000” plan, the port 
has moved forward with the development 
of multi-berth terminals, which carriers re-
quire because of their cooperation within 
global alliances, Chin said. Previously, 
single-berth facilities were sufficient.

The port recently estimated that carrier 
alliances account for more than 76 percent 
of its cargo activity.

A new three-berth, 150-acre terminal, 
leased to SSA Terminals, is scheduled to 
open by August. Last year, the port of Oak-
land also opened a two-berth, 90-acre termi-
nal, leased to Hanjin, on the former site of the 
Navy Fleet and Industrial Supply Center.

The port has also approved the dredging 
of the berths and channels to 50 feet, from 
42 feet. Dredging the inner harbor is ex-
pected to be completed in 2005.

The construction of the Hanjin and SSA 
Terminals will add about 1 million TEUs to 
the port’s annual handling capacity.

The port’s intermodal terminal operated 
by BNSF will also take more than 20,000 
truck moves a year off Interstate 80. ■
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Logistics

Danzas
The logistics and freight forwarding ser-

vices provider has appointed Guenter 
Rohrmann to Danzas 
Group Management as 
head of global custom-
ers.

Rohrmann served as 
chief executive officer of 
Air Express International, 
which became part of 
Danzas in 2000.

Danzas, based in Basel, Switzerland, is 
part of the Deutsche Post World Net Group.

European Shippers’ Council
Nicolette van der Jagt has been appointed 

the new secretary general of the ESC, effec-
tive July 1.

She will succeed Chris Welsh, who has 
moved to the U.K.-based Freight Transport 
Association to head its campaigns.

Van der Jagt has been the ESC’s policy 
manager since 1994, and has worked closely 
with Welsh across all shipper policy issues.

Her appointment also marks a change in 
the organization of the ESC. The secretary 
general had been employed by the Freight 
Transport Association, one of the members 
of the ESC, and seconded to the European 
organization. Van der Jagt is a full-time 
employee of the European Shippers’ Coun-
cil.

Ryder System Inc.
Gregory T. S wienton, president and chief 

executive officer of the Miami-based logis-
tics company since November 2000, will 
become chairman, effec-
tive May 3.

Swienton succeeds M.
Anthony “Tony” Bums, 
who will retire after serv-
ing as the company’s 
chairman since May 
1985.

Swienton joined Ryder Swienton 
as president and chief operating officer in 
June 1999, from Burlington Northern Santa 
Fe Corp., where he was senior vice presi- 
dent-growth initiatives.

Bums joined Ryder’s finance organiza-
tion in 1974 and by the end of the decade 
was elected president and chief operating 
officer. He was named CEO in January 
1983 and chairman in 1985.

Swienton assumed responsibilities as 
president in 1999 and CEO in late 2000. 
Besides his career with B NSF and the former

Burlington Northern, he served more than 
six years with DHL Worldwide Network in 
Europe, and as vice president and general 
manager of DHL Airways in the United 
States.

Forwarding

Emery Forwarding
Daniel P. O’Connell has been named 

vice president, controller and treasurer of 
the air and ocean forwarding and brokerage 
unitofCNFInc.’sMenloWorldwide Group.

O’Connell will be based at Emery 
Forwarding’s Redwood City, Calif. Head-
quarters. A 29-year veteran of financial, 
management and operational accounting 
for the transportation services industry, he 
was vice president of finance and adminis-
tration for Emery Worldwide Airlines, a 
separate CNF company.

Maritime

CP Ships
Andrea Bolch has been promoted to to 

vice president of CP Ships’ Europe/Asia 
business unit, from senior vice president, 
Australia-New Zealand 
Direct Line.

Bolch has held a num-
ber of senior management 
positions since joining the 
company in 1992 as com-
mercial director. In her 
new position, she will 
have line management re-
sponsibility for these CP Ships container 
shipping services managed from its Ipswich, 
U.K.-based business unit: Asia/North Eu-
rope, Asia/Mediterranean, Europe/India/Pa-
kistan, U.S. East Coast/India, and Southeast 
Asia/India/Arabian Gulf.

“K” Line
Zenzaburo Wakabayashi will step down 

as executive vice president of the “K” Line 
group, based in Tokyo, after the group’s 
general meeting of shareholders in June.

Wakabayashi has been a senior execu-
tive in charge of container shipping at “K” 
Line. Following his resignation from the 
senior management of the group, he will 
become president of “K” Line Logistics

Holding Inc., and an advisor to “K” Line.
“K” Line also said it is promoting five 

executives to directors of the group, effec-
tive in June: Toshio Shimizu, currently, 
general manager of containerships busi-
ness group; Shigenori Ishii, general man-
ager of thermal coal group; Yoshiy uki Ohta, 
general manager of bulk carrier planning 
and coordination group and bulk carrier 
group; Hisashi Yasui, general manager of 
liquefied natural gas group; Toshinori 
Morita, general manager of car carrier plan-
ning and coordination group and car carrier 
group number 2.

Tidewater Inc.
Dean E. Taylor has been named chief 

executive officer, succeeding William C. 
O’Malley, who is retiring.

Taylor has served as president of Tide-
water since October 2001. He joined Tide-
water in 1978, spending most of his career 
overseeing a number of the company’s for-
eign operations, most recently in Central 
and South America, West Africa and the 
North Sea. He worked his way up to execu-
tive vice president in December 2000 and 
was named as O’Malley’s successor less 
than a year later.

Malley has served as chairman, presi-
dent and chief executive officer of the New 
Orleans-based vessel operator for eight 
years, and will continue to serve as non-
executive chairman until July 2003. He 
joined the company in 1994.

Inland

Burlington Northern Santa Fe
Matthew K. Rose, president and chief 

executive officer of BNSF, has also been 
elected chairman, replacing Robert D. 
Krebs, who has retired.

Rose has served as 
president and CEO since 
Dec. 2000 for the Fort 
Worth, Texas-based rail-
road, which covers 28 
western states and two 
Canadian provinces.

Krebs led BNSF since 
its creation on Sept. 22, 1995 through the 
merger of the Burlington Northern and Santa 
Fe railroads.

Complete Logistics Solutions
w w w .a n d e r i n g e r .co m

Bolch

Krebs

AMERICAN SHIPPER: MAY 2002 89

http://www.anderinger.com


Service Announcements
(800) 874-6422, FAX (904) 791-8836, e-mail gburrows@shippers.com

Transpacific lines to withdraw ships

CP Ships-owned Lykes Lines and TMM Lines, the Grand 
Alliance carriers Hapag-Lloyd, OOCL, NYK Line and P&O 

Nedlloyd, and joint service partners COSCO, 
“K” Line and Yang Ming have reached an 
agreem ent to w ithdraw  ships in the 
overtonnaged transatlantic trade.

Under the proposed “Atlantic Space Char-
ter Agreement,” COSCO, “K” Line and Yang 
Ming will remove a weekly string of five 

ships with about 2,000-TEUs capacity and charter space on two CP 
Ships/Grand Alliance services instead.

Its carrier operating arms Lykes Lines and TMM Lines repre-
sents CP Ships in the agreement.

Since 2000, CP Ships and the Grand Alliance have operated five 
joint weekly services in the U.S. East Coast/Gulf/north Europe 
trades.

Until now, COSCO, “K” Line and Yang Ming have operated two 
U.S./North Europe joint weekly services, called TAS1 and TAS2. 
The carriers will end the U.S. South Atlantic/Gulf/north Europe 
TAS2 service, and revise their TAS1 loop.

The TAS2 service has called at Miami, New Orleans, Houston, 
Charleston, Antwerp, Felixstowe, Rotterdam, Bremerhaven, Antwerp, 
Le Havre, Charleston, Miami, New Orleans and Houston.

“There will be changes,” said C.H. Y eh, president of Yang Ming 
Shipping Europe. “It’s a rationalization.”

“K” Line said the T AS 1 service will be extended to include a call 
at Charleston. To replace its TAS2 service, the Japanese carrier 
will take space on the South Atlantic Gulf Express and GAS 
services of CP Ships/Grand Alliance to cover the ports of Miami, 
New Orleans and Houston.

“There is spare capacity on these other loops,” a spokesman for 
“K” Line said.

CP Ships/Grand Alliance jointly operate the South Atlantic Gulf 
Express, GAS, North Atlantic Express, PAX and Gulf/Mexico 
transatlantic services to and from North Europe.

The Grand Alliance/Lykes/TMM vessel-sharing agreement con-
trols 26 percent of the total ship capacity in the North America/North 
Europe trade, against a 9-percent capacity share held by the COSCO/ 
”K” Line/Yang Ming partners, according to ComPairData, the global 
liner shipping database. Removal of the TAS2 loop would result in 
a 3-percent reduction in total ship capacity in the trade.

Ray Miles, chief executive officer of CP Ships, the largest 
transatlantic carrier group, described the CP Ships/Grand Alliance/ 
COSCO/”K” Line/Yang Ming agreement as “a significant capac-
ity rationalization.”

“At this point in time, capacity outstrips demand,” he told said.
“Conditions remain tough on the transatlantic with no growth in 

the total trade westbound and a decline eastbound in 2001, so this 
is good news,” Miles said. He added that he hopes other carriers 
will follow with initiatives to rationalize their capacity.

In the last three years, capacity additions in the transatlantic by 
carrier partners like the New World Alliance and Maersk Sealand 
have exceeded cargo growth.

The nine carriers in the Atlantic Space Charter Agreement will 
continue to compete with each other and independently market 
their respective brands.

The capacity rationalization pact is regarded as the most important 
attempt to bring supply in line with demand since 2000, when more 
than six carriers agreed to combine their transatlantic services.

The new agreement, subject to regulatory review in the U.S. and 
European Union, has been filed with the U.S. Federal Maritime 
Commission.

“Implementation is expected in the second quarter,” CP Ships said.
The move towards less ship capacity in the North Europe/U.S. 

trade follows a similar agreement reached in February by China 
Shipping and Zim Israel Navigation Co. in the Mediterranean/U.S. 
trade. Under this agreement, the Chinese carrier withdrew its own 
ships of about 1,800 TEUs from the trade, and took slots on Zim 
ships instead.

MOL adds ports to transatlantic services

MOL is adding calls at Bremerhaven, Savannah and Los Ange-
les to its Atlantic Pacific Express (APX) service and a westbound 
call at Halifax to its Atlantic North (ATN) service.

MOL operates the transatlantic services in an agreement with 
Maersk Sealand and New World Alliance partners APL and 
Hyundai Merchant Marine.

With the addition of Bremerhaven, a leading load and discharge 
port for the transatlantic trade, MOL offers direct, weekly, fixed- 
day calls at the port on all three of its transatlantic services.

The eastbound call at Savannah will be added to the APX 
rotation in May and the westbound call at Los Angeles, which will 
replace the current westbound call at Oakland, will be added in 
June, MOL said.

The new eastbound APX port rotation will be Manzanillo 
(Panama), Miami, Savannah, Charleston, Norfolk, New York, 
Rotterdam, Bremerhaven, Felixstowe, Le Havre and the west-
bound leg will be Rotterdam, Bremerhaven, Felixstowe, Le Havre, 
New York, Norfolk, Charleston, Manzanillo and Los Angeles.

The addition of Halifax to the westbound leg of MOL’s ATN 
service provides an eastern Canadian link, as well as rail connec-
tions to Canadian and northern U.S. markets, the carrier said.

The eastbound ATN port rotation will be Miami, Charleston, 
Newark, Le Havre, Felixstowe, Bremerhaven, Rotterdam and the 
westbound leg will be Le Havre, Felixstowe, Bremerhaven, Rotterdam, 
Halifax, Newark, Norfolk, Charleston and Port Everglades.

China Shipping adds transpacific links

China Shipping Group has started its new Asia-America-Thai- 
land (AAT) liner service at the port of Laem Chabang, Thailand, 

and has added additional all-water Asia/U.S. 
West and East coasts service via the Panama 
Canal.

The weekly ATT service calls at Dubai, 
Nhava Sheva, Port Kelang, Laem Chabang, 
Hong Kong, Hakata, Kobe, Los Angeles, 
Vancouver and Seattle, providing an 18-day 

transit time between Laem Chabang and Los Angeles.
In the new service, China Shipping deploys 11 vessels of 2,500- 

2,700-TEU capacities with a service speed of over 20 knots.
About 20 major shipping lines now call at the port of Laem 

Chabang.
China Shipping Container Lines has also entered into a slot- 

exchange agreement with Zim Israel Navigation Co.
The Chinese carrier is now taking space on the transpacific leg 

of the ZCS multi-trade service operated by Zim.
The service calls at Shekou, Hong Kong, Keelung, Busan, 

Osaka, Yokohama, Los Angeles, Savannah, New York and Halifax.
90 AMERICAN SHIPPER: MAY 2002

mailto:gburrows@shippers.com


The participation of China Shipping in this service coincides 
with the introduction by Zim of new larger vessels of about 4,800- 
TEU capacities, replacing previous ships of 3,400 TEUs.

Pacific lines plan Alameda Corridor rail charges

Ocean carriers of the eastbound Transpacific Stabilization Agree-
ment and Westbound Transpacific Stabilization Agreement are 
planning to pass on to shippers the per-container intermodal 
charges they incur in using the new Alameda Corridor.

The new $2.4-billion, 20-mile railroad express line connect the 
ports of Los Angeles and Long Beach to the transcontinental rail 
network east of downtown Los Angeles. Shipping lines or their rail 
carriers will pay $ 15 per 20-foot loaded container, $30 per 40-foot 
loaded container and $5 per empty container in user fees to utilize 
the new rail link.

Both the TSA and WTSA carrier groups have adopted recom-
mendations that their member carriers charge shippers $15-per- 
TEU for containers moved by rail at either South Californian port.

The carrier charges are not expected to apply to local cargo, nor 
to shipments moved inland by truck.

The carriers of the TSA are APL, CMA CGM, COSCO Con-
tainer Lines, Evergreen, Hanjin Shipping, Hapag-Lloyd, Hyundai, 
“K” Line, Maersk Sealand, MOL, NYK, Orient Overseas Con-
tainer Line, P&O Nedlloyd and Yang Ming Marine.

WTSA carrier members are APL, COSCO, Evergreen, Hanjin, 
Hapag-Lloyd, Hyundai, “K” Line, Maersk Sealand, MOL, NYK, 
OOCL, P&O Nedlloyd and Yang Ming.

Emirates adds Khartoum, Frankfurt services

Emirateshas added services from Dubai to Sudan’s capital, 
Khartoum, three times a week, and will double its daily service 
Q  1H H between Frankfurt and Dubai later this year, 

with the airline adding four new non-stop flights 
a week on August 1, and three more in early 
October.

The non-stop flights to Khartoum depart 
Dubai every Monday, Wednesday and Satur-
day at 3 p.m. and arrive 6 p.m. local time. The 

return flights will leave at 7:30 p.m. and arrive in Dubai just after 
midnight.

Ali Al Daboos will serve as Emirates’ area manager for Sudan, 
based at the airline’s new office in East Khartoum.

The new Germany services are in response to expanding tourism 
and trade links between Dubai and Germany, said Sheikh Ahmed 
bin Saeed Al Maktoum, Emirates’ chairman.

The new flights will leave Frankfurt in the evening and arrive at 
Dubai early the next day, complementing Emirates’ current daily 
flights Dubai and Frankfurt.

All of the services will use Airbus A330 aircraft. Emirates’ 
network of 57 destinations provide connections to the Middle East, 
Europe, the Indian Subcontinent, the Far East and Australia

Emirates recently added services to Casablanca, and plans to 
start thrice-weekly service between Dubai and Mauritus in Sep-
tember. Emirates also plans to launch routes to Perth and Osaka.

Carriers add port security surcharges

Carriers agreement members in the Carib-
bean and Latin American trades are adding 
U.S. port security charges of $50 per TEU, 
$ 100 per FEU and $ 112 per 45 -foot container.

“The charge is the result of the escalating 
cost associated with complying with the in-
creased security measures mandated by vari-

ous U. S. governmental agencies, state and local government agencies 
that are responsible to oversee security at U.S. ports and international 
commerce,” said the Colombia Independent Carriers Agreement, 
whose member lines are Frontier and Seaboard Marine.

Other carrier agreement setting surcharges are:
•  The Hispanola Discussion Agreement (Seaboard, Tropical, 

Crowley Liner Services, Navieras, Tecmarine, Frontier and Maersk 
Sealand).

•  The Central American Discussion Agreement (APL, Sea-
board, Crowley Liner Services and Maersk Sealand).

•  The Caribbean Ship Owners Association Tropical Shipping, 
Seaboard, Crowley Liner Services, Bemuth, Tecmarine, Seafreight 
and CMA CGM).

Carriers in the U.S./Puerto Rico Jones Act trade have filed a 
similar charge as well.

Mandated security measures include “extra watchmen, cam-
eras, fencing and additional U.S. Customs inspections,” Maersk 
Sealand said.
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Playing your cards right

What goes up must come down. Or, more accurately, in the transpacific oceanbome cargo 
business, what goes down must come up again.

When the port of Los Angeles reported February port traffic statistics showing that loaded 
inbound containers soared 52 percent to 234,405 TEUs, compared to February 2001, many 
must have been incredulous.

Fifty-two percent? Does this mean the long-awaited recovery of the transpacific market?
A few days later, the port of Long Beach reported a somewhat less dramatic increase in 

inbound cargo of 30 percent for February, to 202,276 TEUs, and the sales force of ocean 
carriers went to tell shippers that “ships are filling up” and the market is recovering fast.

For carriers, the timing of the cargo boom could not have been better, as many shippers and 
forwarders were still negotiating service contracts with them. It was like putting a sign up 
saying “Hurry! Last week of winter sales.”

But these are only partial, early signs of possible changes in trends. The market this year 
is still extremely difficult to analyze from the information available. But we would venture 
that the best pointers are as follows:

(1) A 30-percent volume growth rate won’t continue for the remainder of the year; the 30- 
percent jump in eastbound transpacific cargo volume in February was largely caused by the 
fact that the Chinese New Year break this year and last year did not happen at the same time, 
and that importers have just recently replenished their inventories.

(2) The largest eastbound shippers had already signed service contracts with low freight 
rates before the recovery started.

(3) Non-vessel-operating common carriers with lower volumes, and smaller shippers, are 
facing more confident carriers who are no longer willing to offer lower rates.

(4) After last year’s virtual stagnation of eastbound cargo volumes, the transpacific trade 
will indeed return to growth, but nobody can yet quantify whether growth this year will mean 
5 percent, or 10 percent, or possibly more.

(5) In all likelihood, vessel capacity growth this year will continue to outstrip cargo growth.
Whether non-vessel-operating common carriers and smaller shippers will be able to secure

shipping services and capacity under attractive terms in the busier transpacific market — 
particularly in the spot market —  is unclear.

But the largest shippers seem to have played their cards right. They started early, and 
benefited from their negotiation position when the market was still tilted against carriers.
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The OOCL Sailing Schedule is now available on the Internet. 

Just visit www.oocl.com and click on "Sailing Schedules". You 

can download a text version from the Internet. Or, if you prefer, 

we will e-mail or fax the Sailing Schedule to you on a regular 

basis. Just call your OOCL representative or 1-888-388-OOCL.

We take it personally 

w w w .ooc l.com

North America (1) 925 358 OOCL (6625) • Asia (852) 2833 3888 • Europe (44) 207 786 6622

http://www.oocl.com
http://www.oocl.com
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