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Supply chain execs fear protectionism could lead to
global depression

More than 80 percent of supply chain managers
recently polled at manufacturing companies involved
in international trade expressed concern that growing
protectionism could sink the world into a global
depression. Respondents also feared the current
economic downturn could result in a prolonged
reversal of world trade. On a somewhat brighter note,
three-quarters of them believed the recession would
not last more than another 12 months.

The survey was conducted between in late March via an online questionnaire, which was distributed
to a sample population of 596 supply chain/logistics executives, 58 of whom responded for a
statistically valid 9.7% response rate. The study was structured to provide for respondents’ anonymity.

The respondents represented the chemical (62.1%), diversified industrial (12.1%) and
consumer/retail (10.3%) industries, and were based in North America (39.7%), Europe (31%) and
Asia/Pacific (24%). Nearly 70% represented companies with more than $10 million in annual
revenues.

“With supply chain professionals on the front lines of international trade experiencing the impact of
the global recession and growing protectionism, the timing was right to learn how they are aligning
their priorities to manage the crisis,” said Richard J. Bolte, Jr., president and CEO of BDP
International, which conducted the survey in conjunction with its Centrx supply chain consulting unit;
Adler Research, Bethlehem, Pa.; King’s Road Consulting, Philadelphia, Pa; and Rubicon Consulting
Pte Ltd., Singapore. “The fact that 17 G20 members and other countries have implemented nearly 50
measures restricting trade since last November has dramatic implications for global supply chains. We
wanted to get a better understanding of what the implications are for our customers and others, and
how they may play out in the coming years.”

“The time was right to get a better understanding of what the implications

are for our customers... and how they may play out in the coming years.”

Richard Bolte, Jr., President and CEO - BDP International

Significantly, 84.2% of the respondents agreed that a rise in protectionism could turn a global
recession into a global depression, with 60.3% agreeing it will cause a collapse of globalization. In
terms of its impact on their own companies, 20.7% said it would result in a significant reduction in
export activity and an even deeper slowdown in business.

And 17.2%, primarily North American respondents (26.1%), see protectionism contributing to an
increase in the cost of materials sourcing.

In addition, nearly half (47.3%) said their companies are placing greater emphasis on near-sourcing
to reduce supply chain costs. This appears to correlate with their concern over reverse globalization,
volatile fuel costs, reducing their carbon footprint and other factors such as supply chain security and
regulatory compliance, according to BDP’s Bolte.

Other concerns that registered high on the survey were tight lending practices which are curtailing
availability of trade financing and a prolonged reversal in global trade. More than half of the
respondents also feared massive unemployment, with Americans expressing the most concern and
Europeans the least, reflecting differences in the regions’ labor laws and social safety nets.

Respondents’ biggest near-term priority with regard to their sourcing, logistics and supply chain
practices was cost-based selection of transportation modes among rail, barge and truck for domestic
transport, and ocean and air carriers for global transport (81%). Renegotiation of transportation
contracts, signed as recently as several months ago and no longer reflective of current supply-and-
demand conditions, was also a near term priority (57%). In terms of both near- and long-term
priorities, more than 60% of the respondents said their companies are placing greater emphasis on
supply chain visibility, indicative of their need to further optimize these networks to reduce spend, and
gain greater control over their transportation and logistics activities.

Respondents’ biggest near-term priority with regard to their sourcing,
logistics and supply chain practices was cost-based selection of
transportation modes.

As noted, North American respondents were quite concerned about the impact of governments’
protectionist policies on their cost of materials, as well as their effect on unemployment. European
respondents were more worried about the disappearance of emerging markets, both from a sourcing
and export perspective. By contrast, Asian respondents registered concern over the closure of more
efficient plants in the wake of reverse globalization. This was punctuated by apprehensions that their
companies are looking at near-sourcing to reduce supply chain costs (71%), compared with 45% of
North American and 31% of European respondents.

Significantly, more than 70% of the respondents felt that economic stimulus packages would help
their countries recover from the recession. However, only 55% of the North American respondents
agreed the stimulus will help, suggesting uncertainty over the political risks of these ambitious
programs and a growing sense of stimulus fatigue.

In summary, the survey underscores the broad-based concern among global traders that a sharp
increase in protectionism could result in dire consequences, including a depression and resurgence of
economic nationalism that could hobble the global economy for years, if not decades, to come.
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Asian economies are likely to be the first to pull out
of the global recession

Excerpted from The Economist

Asia's tiger economies have suffered some of the sharpest declines in output during the global
recession, and some fear that, because of their dependence on exports, they will not see a sustained
recovery until demand rebounds in America and Europe. However, their doughty resilience should not
be underestimated. They came roaring back unexpectedly fast after the Asian crisis of the late 1990s.
They could surprise again.

Across the region as a whole, the slump has been as bad as it was in 1998. China and India have
continued to grow, but in the rest of emerging Asia GDP plunged by an annualised 15% in the fourth
quarter of 2008. Only three economies have published first-quarter figures. China’s GDP growth
accelerated to an annualised rate of over 6%, up from around 1% in the previous quarter. South
Korea’s GDP expanded by 0.2%, after plunging 19% in the previous three months. But Singapore’s
GDP fell by 20%, even more than in the fourth quarter.

More timely export figures suggest that the worst may be over. Although the headline numbers show
that South Korea'’s exports fell by 19% in the year to April, they rose by a seasonally adjusted
annualised rate of 53% in the three months to April compared with the previous three months,
Goldman Sachs estimates; Taiwan’s grew by an annualised 29% over the same period. China’s
exports over the past few months have managed only to stabilise, but its industrial production jumped
by an annualised 25% in the past three months.

Economists are revising up their forecasts for China’s GDP growth this year: 8% may now be
possible even if American consumers remain frugal. There is a myth that China’s growth depends on
American consumers. In fact, if measured on a value-added basis (to exclude the cost of imported
components), China’s exports to America account for less than 5% of its GDP.

There is more argument, however, over the smaller, more export-driven economies, such as Hong
Kong, South Korea, Singapore and Taiwan. Robert Subbaraman, an economist at Nomura, offers
several reasons why they are likely to remain sluggish for the time being. The recent rise in exports
and production, he argues, largely reflects the fact that firms are no longer running down stocks. This
will provide only a temporary boost unless global demand picks up. Firms’ spare capacity also means
that investment will continue to fall, while rising unemployment threatens to dent consumer spending.
Nor is China’s stronger growth likely to save the region. Over 60% of China’s imports come from the
rest of Asia, but about half of these are components that are assembled in China and then sold to the
rich world.

In its latest economic outlook on Asia, the IMF forecast that the region excluding China and India
would grow by only 1.6% in 2010, largely because it expects the American economy to be flat.
However, Peter Redward of Barclays Capital argues that Asia can recover earlier and more strongly
than elsewhere. In 2010, he reckons, the smaller Asian economies could grow by almost 4%, or close
to 7% once China and India are added in.

One reason for his optimism is his explanation for why the Asian economies were hit so hard in the
first place. Asians are often blamed for saving too much and spending too little, but Mr. Redward
argues that the main reason for their plight was that manufacturing accounts for a much larger share
of GDP than elsewhere. Industries such as cars, electronic goods and capital machinery are highly
cyclical. In rich and emerging economies, GDP fell furthest last year in countries with the largest share
of manufacturing. This, in turn, could imply a sharp recovery.

A second reason for expecting a stronger bounce is that fiscal stimulus in Asia is bigger than in
other regions (see chart). China, Japan, Singapore, South Korea, Taiwan and Malaysia have all
announced fiscal packages of more than 4% of GDP for 2009, twice as large as America’s stimulus
this year. The pump-priming should also work better in Asia than in America or Europe, because
modest corporate and household debts mean that tax cuts or cash handouts are more likely to be
spent than saved. Banks, moreover, are in much better shape and so have more freedom to support
an increase in domestic spending.

Much of the increase in Asian domestic demand this year and next will
come from government investment.

As the world’s largest importers of oil and other commodities, the tiger economies have also
benefited hugely from the fall in prices over the past year. This has acted like a tax cut, boosting real
incomes and profits. Asia has enjoyed a gain from cheaper oil of almost 3% of GDP this year.

Thanks to a large fiscal stimulus and the healthier state of private-sector balance-sheets in most
economies, domestic spending (consumption and investment) should revive earlier in emerging Asia
than elsewhere, rising by perhaps 7% next year, up from 4-5% this year. America’s domestic demand
is expected to remain weak in 2010 after falling sharply this year. Indeed, add in Japan and total Asian
domestic spending (at market exchange rates) looks set to overtake America’s next year.

But what of emerging Asia’s longer-term prospects? Much of the increase in Asian domestic
demand this year and next will come from government investment. Unlike rich countries, emerging
Asia has room to keep investing in infrastructure for several years but governments need to
encourage more consumption to fill the gap after the infrastructure projects are completed.

Ultimately, relatively robust expansion in domestic spending should help most Asian economies to
keep growing faster than the rest of the world. But the tigers are unlikely to return to their heady
growth rates of recent years. Nor would that be desirable given the impact on inflation and the
environment.

Suppose that net exports contribute nothing to growth, and that domestic demand grows at roughly
the same pace as it has in the past five years. Then emerging Asia could see annual growth of almost
7% over the next five years (around 8% in China, a more modest 5% in the smaller economies). That
might sound disappointing for economies that enjoyed average growth of 9% in the three years to
2007. But it would still be around three times as fast as in the rich economies.
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Airline price-fixing

Three international airlines have agreed to plead guilty and pay criminal fines totaling US$214 million for
conspiring to fix prices in the air-cargo industry. The latest charges are part of a broader price-fixing
investigation under which three executives and 15 airlines have been prosecuted and agreed to pay $1.6
billion in fines.

Under the charges filed in a US federal court in Washington, D.C., Cargolux Airlines International SA of
Luxembourg, Nippon Cargo Airlines Co. of Japan and Asiana Airlines Inc. of South Korea are accused of
conspiring to eliminate competition by fixing cargo rates on international air shipments. Cargolux is to pay
a $119 million fine, while NCA and Asiana are to pay $45 million and $50 million, respectively.

Specifically, the three airlines are charged with participating in meetings in the US and elsewhere to
discuss the cargo rates to be charged on certain routes and levying the rates in accordance with the
agreements reached. In addition, Asiana was charged with fixing the passenger fares charged on flights
from the US to South Korea.

Under the plea agreements, which are subject to court approval, the companies have agreed to
cooperate with the Justice Department's continuing investigation. Among the other airlines that have pled
guilty in the probe are British Airways PLC, Korean Airlines Ltd., Qantas Airways Ltd. and Japan Airlines
International Co. Three executives have been sentenced to serve prison time.

New air traffic management system called for in the US

The Air Transport Association of America (ATA), the industry trade organization for the leading US
airlines, said that while government data show that flight delays have fallen recently, much more must be
done to improve service by accelerating the implementation of NextGen — a modernized air traffic
management (ATM) system.

“The Department of Transportation (DOT) Air Travel Consumer Report shows that customer service
has improved, especially in getting passengers to their destinations as scheduled, but much more must
be done, and now,” said ATA President and CEO James May. “We can significantly improve the service
that we provide travelers and shippers by jumpstarting the transformation of our antiquated ATM system
to a more efficient, environmentally friendly system using satellite technology.”

The Air Travel Consumer Report showed that the nation’s largest airlines had a higher rate of on-time
flights this past February than in February 2008, and that tarmac delays of three hours or more also were
down. According to the DOT report, the primary causes for delay were system, maintenance or crew
problems, as well as extreme weather and security. The rate for mishandled baggage also improved
while customer complaints were down.

The February improvements are attributable both to the efforts of the airlines and the government to
improve schedule integrity and also to the significant drop in the number of flights in 2009 versus 2008.
“We are pleased to see the improvement, but the clear warning is that as the economy recovers and
demand again grows, we will find unacceptable levels of delay unless we move swiftly to modernize the
ATM system,” said May. “We have a window of opportunity to accelerate system modernization during
this period of slackening demand — a failure to act now will exact a tremendous cost increasing delays in
just a few years. The administration and Congress have a unique opportunity to stimulate the economy
while preparing for growth. They must make our NextGen a national priority.”

Click Here to return to
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Decision 2009

Shippers make difficult choice between service contracts
and spot market pricing

By Chris Gillis and Chris Dupin America“ Shipper

T INTEMNRATROMNEL TRADEF & LOKGESTICS EEEE
Memphis, Tenn.-based cotton shipper Dunavant e
Enterprises made the difficult decision this year to avoid putting all of his company's containerized
freight into liner service contracts.

“We've been real careful this year,” said Don Lake, vice president of exports. “We've signed very few
contracts for the year, which is atypical for us.”

Dunavant is not alone. Many American shippers have taken a similar approach to liner carrier
service contracting in the 2009 shipping season. The dismal global economy has robbed these
companies' logistics managers of their ability to comfortably commit to binding long-term contracts for
ocean transportation. Instead, they're opting to pluck rates and service off the spot market.

“In this market, it's very tough for us to accurately forecast our volumes,” said David Fisher, global
logistics leader for Johns Manville, based in Denver. “We are hesitant to make volume commitments.
It's difficult predicting what's happening within the market and also understanding what the true price
of ocean freight is.”

Johns Manville generally maintains a $5 million budget for ocean transport and ships upwards of
2,000 containerloads a year. Unless the market starts to improve, Fisher said the company will stick to
the spot market for buying freight transportation.

On the spot market, shippers still have two choices for soliciting ocean freight transportation: go
direct to liner carriers or seek out non-vessel-operating common carriers. NVOs generally buy
container space wholesale from liner carriers in the form of service contracts and retail it back to
shippers.

“We're aiming a lot more business at our NVOs,” Fisher said. “We've generally found that we'll get
the same level service and the rates faster from NVOs. Because NVOs do not require shippers to
commit to specific volume, we are able to test the market more dynamically.”

On the contrary, Lake said, “we've never gotten a better deal from the NVOs. The carriers have
been receptive to our business because they've got to be. The market is what it is.”

Even those shippers who are compelled for various economic and operational reasons to maintain
service contracts have requested changes within those structures from the liner carriers.

“We traditionally work directly with the lines. However, the current environment may necessitate a
change in our business model,” said Timothy Brotzman, manager of international transport for Sparks,
Md.-based spice giant McCormick & Co. “We are reducing volume commitments and maintaining
back-up services for flexibility and reliability.”

Recession's Path.

After the 1998 Ocean Shipping Reform Act took effect, many shippers eagerly took advantage of the
legislation's confidential service contracting environment. It was not uncommon for liner carriers to
accept contracts with volume commitments of as few as 25 containers.

The inability of many shippers to sufficiently forecast where freight rate levels are headed—up or
down—has compelled them to become more open to the option of using NVOs.

“Without a contract, a shipper can take advantage of today's market,” Fisher said. “If you're tied
down to a contract, you can't get out of it without possibly being subject to liquidated damages to the
carriers.”

No matter how shippers divvy up their volumes this season, NVOs say they have experienced a
significant increase in interest in their services this year from shippers.

“The market has dealt us a new hand of cards that | haven't seen in my 20-year career,” said Steen
Christensen, senior vice president of ocean freight in North America for DHL Global Forwarding. “The
number of RFQs (requests for rate quotations) is significantly more than we normally would get during
a time when we're negotiating service contracts.”

Thomas Keene, vice president of BDP Transport, the NVO arm of BDP International based in
Philadelphia, and a 25-year industry veteran, concurs. “We are seeing a substantial increase in
demand for rate quotations from shippers who may not have looked to a non-asset-based
transportation option before the onset of the recession,” he said.

“Indeed, spot rates are now growing in popularity as shippers of all sizes look to exercise all options
in the interest of cost control,” Keene added. “Even large volume contract agreements negotiated
directly between shippers and ocean carriers as recently as a few months ago appear to be coming
up short of the more competitive market moving rates available in the spot pricing category.

“It's not business as usual anywhere that | know of, no matter what the size or scope of a company's
trade activity,” he said. “Liquidity—cash in the bank—is the mantra and transportation is one of the
variable costs that procurement and sourcing teams have honed in on in a big way. For some, it's a
matter of survival.”

There's no set pattern as to the types of shippers, commodities or trade lanes where large NVOs are
experiencing this increase in business. “Everyone, it seems, is going down the same road to wanting
to save money,” Christensen said.

“For those companies performing well in the current environment, they want to try and mitigate some
of the variability of the market and take advantage of the flexibility an NVO can offer to limit locking
themselves in on rates and surcharges,” said Jeffrey Scouvill, corporate vice president of global
forwarding for C.H. Robinson Worldwide, based in Eden Prairie, Minn. “The services they are asking
for continue to be the same, but a more integrated approach to how they accomplish those services is
key.”

“Shipping has become so complicated,” said Peter Gruettner, president of Extra Logistics, in
Lakewood, Calif. “I believe the shippers want to focus on marketing their products, retain cost with a
consistent partner such as a freight forwarder, and avoid the carriers' bureaucracy.”

NVOs point out that their level of customer service in many regions far exceeds what is currently
available to shippers from the liner carriers. “As carriers cut back on local sales and service, they're
inadvertently outsourcing this business to the NVOs,” said Joseph Saggese, executive managing
director of the North Atlantic Alliance Association, a shippers' association of more than 30 freight
forwarder-affiliated NVOs.

Alvin Chang, logistics manager at A.C.T. Logistics in New York, told American Shipper that some
shippers are coming to NVOs because some carriers have recently consolidated port offices into
regional service centers or reduced staff.

However, Fisher of Johns Manville warned that shippers shouldn't believe that NVOs are any easier
to deal with than the liner carriers in terms of obtaining rates and services. “As a shipper using an
NVO, you still have nearly all of the same tactical responsibilities that you would with the liner carriers,”
he said.

To Be Determined.

No doubt, the crunch in shipper inquiries for rates and services is putting increased pressure on
NVOs' internal operations and will test the delivery of their services.

“It is critical now more than ever before that the NVO or 3PL has a good grasp on operating costs,
supply chain inefficiencies, distribution channels, and information management/mining to assist the
customer in understanding their landed costs and unique ways to address and service their
customers,” Scovill said.

“Beyond a competitive spot rate for space, shippers are beginning to see the efficiency, especially in
a cost-constrained environment, in bundling an array of value adds, including shipment tracking and
visibility, trade and security compliance, outsourcing at the desk-level functions, and performance
metrics and reporting available to them,” Keene said. “Individually or collectively, all of these tools
make for a more effective supply chain as shippers position themselves to accelerate out of this
recession.”

The large NVOs, in particular, continue to invest in technology despite the economic slump. “The
technology level is increasing the comfort to more customers coming to us for service,” Christensen
said.

Will this increased shipper interest in NVO services translate to actual increases in long-term
business? That's the big question on many NVO executives' minds these days.

“In this market environment, transportation managers are ready and willing to think and act outside
of their traditional comfort zones,” Keene said. “We are seeing major cultural shifts in the thinking and
values that an NVO can bring to their operation. Paradigms are shifting. Whether this is a cyclical shift,
or something far more reaching, is yet to be determined.”

“Shippers won't hesitate to go back to service contracts, if the NVOs can't prove they can truly
support the value-add services shippers are looking for,” Fisher said. “However, if they do indeed
differentiate their services from the steamship lines, this could be a real game changer in terms of how
shippers go to market. Exceptional service at a competitive price could lock in a permanent shift in
market share for the NVO community.”

Holding Firm.

Liner carrier executives interviewed for this article feel certain that despite the global economic
downturn, service contracts will prevail as the preferred method for most shippers to efficiently
manage their containerized ocean freight.

“The transpacific inbound trade is predominantly a contract trade. Over 95 percent of the containers
we move are under contract,” said Bob Sappio, senior vice president of APL's Pan-American trades.
“There's nothing | see that's going to change that in the near term. Importers do it to secure
predictable levels of service and rates.”

In the transpacific, there's traditionally a slack period in volumes between when the peak season
ends in October until January. During this time, some carriers will offer spot rates to shippers in order
to attract additional cargoes for their ships. However, most large carriers will use this time to reduce
capacity in the trade by dry-docking vessels for repair and annual maintenance, ramping back up in
the spring.

Sappio said that with the current downward pressure on rates, some carriers have made the
“irresponsible decision” to allow spot market activity to drive rates instead of contracts. “It's a recipe for
disaster,” he said.

Alan Clifford, executive vice president for Mediterranean Shipping Co., said he hasn't seen any big
changes in minimum volume commitments from shippers. However, shippers are “taking pricing very
seriously,” which is expected as they are under pressure by their own management to control costs,
he said.

“Overall, we see that service contracts remain the preferred channel for rate agreements. This is
true for all trades we offer,” said Jonathan Yock, president of Safmarine. “There is no doubt that the
spot market exists and is more prevalent today than ever before. However, it is extremely volatile and
depending on your perspective this may not be the best business model to embrace.

“If managed properly a service contract can be an effective way to address this strategy and
maintain competitive effective pricing where both the shipper and carrier can benefit. There is also
visibility and control with whom you are entering into a business transaction,” he said.

Yock pointed out that contracts offer shippers other benefits as well. “Quarterly reviews regarding
performance, reporting, trade lane growth all can be quickly and proactively measured,” he said. “It is
true that the same ability exists within tariff pricing, but it becomes more difficult to separate or
showcase the externalities that help separate us from our competitors.”

“Spot market rates provide a short-term benefit of a lower rate, but are volatile,” said Frankie Lau,
director of marketing for OOCL (USA). “Service contracts provide a long-term stability, allowing both
carriers and customers to plan their revenue and cost budget, respectively. Long-term stability is not
just critical for customers, but also important for carriers to run long-term investment planning.”
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Carriers look for ways to cut costs

Last month, the Eugen Maersk left Rotterdam, the
Netherlands, on the tail end of a journey from
Shanghai. But the giant freighter is cruising at 10 knots,
well shy of her 26-knot top speed, reports The Wall
Street Journal. (The Eugen Maersk is the world's
longest ocean freighter at 1,300 feet. Her propeller
shaft alone stretches 400 feet. The ship can handle up
to 11,000 20-foot containers.)

At about half speed, fuel consumption drops to 100-150 tons of fuel a day from 350 tons, saving as
much as US$5,000 an hour. "The strategy now is to slow steam as much as possible," said Christian
Hagart, the Eugen's chief officer.

That strategy is a key element in plans by AP Moeller-Maersk AS to cut $1 billion in costs this year,
scaling back on everything from fuel to paper napkins. Analysts say the cuts should keep the whole
company out of the red in 2009, since Maersk's container unit is expected to lose between $1 billion
and $2 billion.

Maersk's moves come as shipping companies are struggling to survive the worst collapse of global
trade since World War II. Analysts predict that at least one of the world's 20 biggest shipping
companies will go bust this year, caught by the global economy's sudden downturn as the industry
was ramping up capacity. Global trade is expected to fall 9% in value this year, according to the World
Trade Organization.

Other shipping companies are taking similar cost-cutting measures to Maersk's. CMA-CGM SA of
Marseille, France, the world's third-biggest shipping company by sales, is slowing ships, canceling
certain routes and ordering that new ships be made more fuel efficient.

Container lines not doing enough to make difference

Despite the actions most container lines have taken to cut their vessel overcapacity, they are not
doing enough to make a difference says Drewry Shipping Consultants in a new report summarized
recently in The Journal of Commerce.

The report, “Capacity Management—surviving the container crisis,” says that while carriers have cut
capacity by 15-20% on the trades between Asia, Europe and the Mediterranean, it is has not been
enough to arrest the very sharp decline in freight rates.

"The collapse of both demand and freight rates has put most trades into big loss-making territory
and, in extreme cases (Asia-North Europe certainly being one) has meant that much of the cargo has
been making a negative contribution to fixed service costs,” said Neil Dekker, the author of the report.

“But carriers are still desperate to hold on to hard won market share, even when every extra
container carried worsens the profit and loss account,” Dekker said. The report says container lines
need to cancel more ships, scrap more older ships and lay up more newer ships.

Unlike in the bulk sector, few liner companies are canceling new ship orders because they seem
reluctant to forfeit large initial down payments on their orders made in 2007, and shipyards are
“playing hardball,” as the report puts it.

While scrapping has increased significantly since the fourth quarter of 2008, it will not alter the fleet
enough to make a real difference and carriers will not start sending ships younger than 20 years to the
scrap yards.

Drewry said it has identified a total of 48 vessels (with capacity of 249,000 TEUs) or approximately
3.5 percent of total available capacity on the Asia-Europe trades that have been laid up, mainly in
Asian ports. But it says many vessels have simply been cascaded elsewhere and in a number of
cases two services have been amalgamated into one with resultant tonnage.

“This suggests that carriers are still reluctant to lay vessels up despite the desperate trading
conditions and that other means of capacity management, though less radical, are more prevalent,”
the report says. “So far, no carrier has been bold enough to mothball a 10,000+ TEU newbuild.”

Dangerous waters

The perilous rescue of captain Richard Phillips is just one episode
in a worldwide renaissance of sea piracy that began a decade
ago, says a recent Forbes report.

The hostage taking and perilous rescue of captain Richard
Phillips is only the most high-profile episode in a worldwide
renaissance of sea piracy that began a decade ago.

At its heart: the growth of global commerce in the past two
decades that has crowded the oceans with cargo vessels, dry-
bulk carriers and supertankers loaded with every good imaginable. The world currently transports 80%
of all international freight by sea. More than 10 million cargo containers are moving across the world's
oceans at any one time.

The heavy ocean traffic (and its cargo) spawned a surge in sea piracy and a new breed of pirates,
the bloodiest the world has seen. More than 2,400 acts of piracy were reported around the world
between 2000 and 2006, roughly twice the number reported for the preceding six-year period.
Although pirate attacks have at least tripled during that time period, the actual number of attacks
remains unclear. Shipping companies frequently do not report attacks out of concern that it could
increase insurance premiums.

And nearly every group of government monitoring sea piracy believes that number is seriously
undercounted. The Australian government estimates the actual number of piracy attacks is 2,000%
higher. Piracy is estimated to cost between US$13 billion and $16 billion every year and could cost
substantially more in coming years.

"Piracy is not going away," says Peter Chalk, an international security analyst at the RAND Institute.
"In fact, it's getting more serious and more violent, and it's only a matter of time before you need to
take it more seriously." That's starting to happen. The potential of a disastrous environmental spill
resulting from an attack finally forced the international community to clamp down on sea piracy.
International law allows any government vessel to repress an act of piracy in international waters.

Expect more intervention. Last year, the U.N. Security Council voted in favor of a new measure that
would allow the US military to engage Somalian sea pirates. But Somalia is not the only place with
piracy outfits this organized. Somalia is a relative latecomer to contemporary sea piracy. Since 2000,
southeast Asia has had the most dangerous waters in the world. Malaysia and the islands of the
Indonesian archipelago have seen the lion's share of sea piracy since 2000. Also troubling: the waters
off Nigeria and Iraq.

This not only poses an enormous risk in terms of human security, but also endangers maritime
security. Attacked ships can be left unmanned, turning into rogue vessels. "In many maritime choke
points where attacks often occur, this creates a serious risk of a collision," says Chalk.

"The truth is that modern piracy ... is a violent, bloody, ruthless practice," said Captain Jayant
Abhyankar, deputy director of the International Maritime Bureau at a conference in Singapore, "made
the more fearsome by the knowledge on the part of the victims that they are on their own and
absolutely defenseless and that no help is waiting just round the corner."

Two maijor container carriers said recently they are maintaining the routing of the big ships that ply
the trade lane between Asia and Europe via the Suez Canal during the recent spate of pirate attacks
off the Horn of Africa, but they are increasing security measures. Both Maersk Line and APL told The
Journal of Commerce that they are not changing the routings of their ships on the Asia-Europe trade
lane, at least not yet.
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Less-than-Truckload industry is teetering

The turbulent economy has knocked the US less-than-truckload (LTL) transportation industry off balance,
according to the Supply Chain Consortium's Domestic Transportation Report.

"With an ever-increasing number of companies turning to smaller shipments and multi-stop truckloads,
LTL has been feeling the pinch for a while," says Chris Ferrell, Associate Director of the Supply Chain
Consortium and author of the report. "The variable nature of LTL shipments has left carriers with smaller
volumes, despite making the same number of pickups and deliveries. So revenues are decreasing while
costs are holding steady--not a good place to be right now."

With the economy in flux and very few alternatives for carriers available, Ferrell expects many
terminals to close and the industry to consolidate through contractions and mergers.

The Consortium's Domestic Transportation Report covers truckload, less-than-truckload (LTL), parcel,
and intermodal transportation and shares an overview of how the economy, the federal government's
stimulus package and fluctuating fuel costs have made an impact on the U.S. transportation industry.

Key points from the report include:

1. 2009 has the potential to significantly change the domestic transportation industry for years to come
due to the federal government's intensified interest in issues such as national infrastructure investment,
reducing dependence on foreign oil, and aggressively addressing environmental issues.

2. Although opportunities exist for them to secure favorable long-term capacity commitments at
reasonable rates, all shippers need to be careful with their endeavors, including reducing rates and
extending payment terms.

3. For parcel service, companies need to remember to check out smaller, regional alternatives and the
United State Postal Service to ensure that the industry continues to have a variety of options and
competition.

4. Finally, although fuel prices are down now, they are expected to rise again. Companies are advised
to resist the temptation to use monetary savings from low fuel costs to offset other budgetary
shortcomings.

Funding US highways projects

A proposal by the US Administration’s Office of Management and Budget (OMB) would eliminate the
Highway Trust Fund “firewall” and allow the diversion of dedicated highway user fees from critical repair
and expansion projects.

This diversion of funds could result in spending user fees for other budget items instead of their
intended purpose—rebuilding our highway infrastructure. The American Trucking Association is
concerned that elimination of the firewall could reduce already scarce highway infrastructure funds. The
ATA believes OMB’s proposal would redefine trust fund spending on infrastructure projects as
“discretionary” spending, rather than dedicated expenditures for highways.

Currently, transportation authorization committees set the contract authority spending levels so that
federal Highway Trust Fund revenues cannot be diverted to other domestic purposes. Not long ago, a
bipartisan group of senators and representatives from major Congressional committees signed a letter
stating strong opposition against the changes made in the proposed budget.

Truck weight issue dividing trucking

Economics, safety and the impact on highway infrastructure and the environment are the battlefields in
an intensifying legislative struggle to determine whether commercial truck weight limits should be raised
to 97,000 Ibs, or not, says a FleetOwner article. And those issues are dividing key player within trucking
itself.

For the Truckload Carriers Association, which is not supporting a truck weight increase, it is an
economic issue. To them, more weight does not necessarily equate to more revenue, as they believe
they would have to invest more in equipment and pay higher fees yet, with possibility of seeing freight
rates stay the same.

Another truckers’ association believes heavier truck weights are also a safety hazard and cause
infrastructure damage, as well as hurt truckers in the wallet.

Not so fast, contend supporters of a competing bill that aims to boost allowable truck weight limits to
97,000 Ibs. Under the "Safe and Efficient Transportation Act of 2009," or SETA, bill, individual states
would be able to increase allowable weight on a single trailer up to 97,000 Ibs on their Interstate
highways. Such vehicles, however, would be required to add a sixth axle to the tractor- trailer for better
braking and handling. In addition, the law would boost the heavy vehicle use tax (HVUT) by 40% to 50%
to cover the cost of any infrastructure improvement needed, said the lobbying group Americans for Safe
and Efficient Transportation (ASET).

In 2001, Britain increased its commercial truck weight limits from 41 tons (90,000 Ibs) to 44 tons
(97,000 Ibs). Data tracked between 2001 and 2007 showed that while tonnage increased from 1.58
billion to 1.86 billion tons, vehicle miles traveled stayed essentially flat — while the fatality rate for heavy
vehicles dropped from 1.9 per 100-million vehicle kilometers traveled to 1.3.

The environmental benefit of increasing truck weights is gaining support from the American Trucking
Association for the bill, as the trucking lobby expects improved productivity could reduce carbon
emissions from truck transportation by as much as 42-billion Ibs annually.
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