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Abstr act
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OBJECTI VE OF THESI S: This thesis investigates how nodern

t echnol ogy can hel p the Freight Forwarders, Logistics Conpanies and
Shi ppers to inprove their sales while pronoting their accuracy and
conpet ence.

METHODOLOGY: The writer devel ops a |ogical perspective of the
various nodels to the Information Technol ogy in shipping by
gathering information fromvarious private, personal, and public
sour ces.

PRELI M NARY CONCLUSI ON: I n shipping and forwarding the nost

i nportant issue is time and accuracy. Forwarders can inprove their
sal es and revenues while they help inmporters and exporters decrease
t he comuni cation and transportati on costs by inplenenting the

I nformati on Technol ogy Systens |ike EDI, Bar Code Scanning, and Wb
Site Tracking and Tracing.
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CHAPTER 1

| nt roducti on

Over the years, international trade has grown
tremendously as the world's econony has devel oped gl obal |y,
with particul ar enphasis upon the trade of the nost highly
val ued cargoes. It can be argued that this aspect of the
gl obal econony has been progressively escal ati ng t hroughout
the world, as inporters and exporters have becone nore
concer ned about individual conpanies solely responsible for
the transportation of these pricel ess goods.

Since the majority of this nerchandise arrives to any
gi ven super store on a daily, weekly or seasonally bases, it
is not surprising to find that with so many sti pul ati ons,
maki ng these delicate deadlines has al so becone significantly
nmore inportant. In these specialty stores, one can readily
find a fancy Turkish towel on one shelf, while on another
there may be a pair of fashionabl e designer garnents nade in
Sri Lanka. Upon the next floor, one may al so enjoy the newy
arrived high-tech stereos or DVDs from Japan. There is truly
no end to the variety of commodities available as a direct
result of both international trade and contenporary freight

i ndustry.



| ndeed, conpetition and difficulties often reside the
ability to transport these goods fromthe factory to their
final destination, inasmuch as it can be an arduous task to
coordinate the transportation and | ogi stics conpanies --
typically known as freight forwarders -- to mnimze or even
avoi d these probl ens.

The manner by which this can be acconplished is by using
not only the traditional and conventional ways of
transportation but also new el ectronic and digital technol ogy
of information managenent systens.

This thesis will endeavor to outline the inportant
connections between the freight forwarding i ndustry and
conputeri zed technol ogy, with Managenent |nformation Systens
(MS) and sinply Information Technology (I1T) systems serving
as the technol ogi cal elenents. The study, which is based upon
the freight forwardi ng, incorporates many other key role
pl ayers, such as shippers, trucking and | ogistics conpanies,
ocean carriers, airlines, warehouses and even the ultimte
whol esal ers and retailers, many of which are using simlar
tools in the sane field. It is the author's intent to
denonstrate these exanpl es throughout this thesis in a case by

case format.



The author will then concentrate upon the benefits of the

| T systens in freight forwarding i ndustry by investigating how

they can effectively save the export and inport conpanies
considerable tinme and noney. Also investigated will be the
manner by whi ch how t he conpani es successful ly inpl enented
their IT systenms, as well as how they increase sal es and
revenues.

Much of the information presented in this thesis cones
fromthe author's personal experience, having been involved
approximately four years in the international and donestic
shi pping and transportation business in a capacity of daily

operations, custoner service and sal es departnents.
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CHAPTER 2

Frei ght Forwarders and Their Functions

Rene de Kerchove's International Maritinme Dictionary
defines a freight forwarder as a person or firmwho acts on
behal f of a shipper or exporter and attends to all the
necessary details of shipping, insuring and docunenting of
goods. In short, a freight forwarder takes delivery of the
goods at the port or point of shipnent, arranges custons
export cl earance, books freight space with the carriers,
prepares bills of lading in ocean shipnment and airway bills in
air shipnent, nmakes out dock receipts, takes care of cartage
or lighterage, and conposes consul ar invoices and all other
certificates which shipnent may require.?

The freight forwarder is also known as a forwardi ng agent
or a sinply a forwarder. Thus, in the follow ng pages these
names also wll be used for referring to freight forwarder

Frei ght forwarders act as agents of the shippers,
effectively arranging international transportation with

various carriers. Though freight forwarders are often referred

! Rene de Kerchove, International Maritime Dictionary, (New
York: VNR, 1983), s.v. "freight forwarder"




to as "freight brokers" or "travel agents for international
cargo", they can provide services that go far beyond this
basi ¢ function. These services include coordinating the
transportation of goods to the port, preparing docunentation,
arrangi ng war ehouse storage and cargo i nsurance and handling
overseas custons cl earance. Because of the w de range of
services they offer, freight forwarders can be especially

hel pful to small shippers who have just started doi ng busi ness

in the international market.?

A. Freight Forwarders in Shipping |Industry

From a shipper's point of view, utilizing an
international freight forwarder neans placing their business
at the nercy of an outside conpany in order to transport
product fromorigin to destination. |Indeed, turning over this
kind of responsibility should only be done with a clear
under standing of the forces faced by the freight forwarders.
Recent statistics point continuing expansion in international
trade. According to a study conpiled by the US Departnent of
Transportation and Vol pe National Transportation Systens

Center, the value of total US exports and inports in 1996 was

2 Mtchell E. Macdonal d, "Wio Does What in |nternational
Shi pping,”. Traffic Managenent, Sept 1991 v30 n9 p38(3)




$1.4 trillion, a 45%growth from 1992 |evels.® According to
sanme study, container |oads grew from3.4 mllion in 1982 to
over 8 mllion in 1996, and grow h forecasts for container

| oads into the next decade are at 6-13% annually. Wile
international trade volune has been on the rise, |ogistics and
transportation costs have declined significantly. Sanme study
indicates that |ogistics costs ran at 18% of GDP in 1981, and
by 1993 |l ogistics accounted for only 11% of GDP, 6% of which
was directly attributed to freight bills.* For the
international freight forwarder, these statistics are
significantly inportant. The reason is that forwarders occupy
a unique position in the transportation market. In general,
they act as a |iaison between shippers and carriers, advising
clients on the nost cost-effective and efficient routes for
transporti ng goods. On the one hand, expanding international
trade inplies an increasing need for forwarding services.
Decreasing | ogistics costs, however, reveal a nore refined and
efficient marketplace, one that demands val ue-added services

wi t hout burgeoni ng expenses.”®

® Beth M Schwartz, "Conpetitive Pressures Drive Forwarders to
Advance," Transportation & Distribution, Feb 1998 v39 n2
p99( 3)

* | bi d.
® | bid.
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I nternational freight forwarding business is currently

in a transformati onal phase, however, there is little
agreenent concerning what the industry will look like in the
future. Forwarders of all sizes are enbroiled in a period of
expansi ons, acquisitions and strategic alliances. In order to
track the conpetitiveness of particular forwarders, shippers
will need to closely watch the freight forwarding realignnent.?®
Recent nont hs have denonstrated how i nternational freight
forwarders of all sizes have been practicing strategic
alli ances, acquisitions and expansi ons, naking note of how
this high | evel of activity has received close scrutiny from
the transportation experts.’ Cbhservers may agree to the
restructuring points to an industry-w de transfornation, there
still remain sonme necessary discussions as to what the exact
outcone will be. Sone professionals foresee the inevitable
extinction of small to md-sized forwarders, while others
antici pate universally expanding profit margins.?

Many observers believe that freight forwarders are being

forced to abandon traditional services and nove i nto newer,

® Beth M Schwartz, "Conpetitive Pressures Drive Forwarders to
Advance," Transportation & Distribution, Feb 1998 v39 n2
p99( 3)

" 1bid.
8 | bid.
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broader roles in logistics operations.® | ndeed, many of the

big freight forwarders are slowy noving into information and
| ogi stics managenent, warehousi ng and consul tant services;
however, the inpetus for the transition has neant severe
conpetition fromcarriers and consolidators, coupled with the
hi ghly-attractive new service profits. This is an industry in
transition upon which forwarders have already begun struggling
wi th conpetition anong thensel ves as well as from outside
forces, such as carriers, consolidators and even shippers. The
study of Anerican Shipper shows the trend of forwarders
shifting fromtheir traditional function as transaction-based
m ddl emren to a broader role as managers of information and

| ogi stical services. According to the executive vice president
and chief operating officer of one of the biggest forwarders,
traditional forwarding has no future; in today' s nmarket, total
suppl y chain managenent is the name of the gane.® Many
forwarders remain confortabl e doing business the ol d-fashi oned
way by handl i ng docunentation, snoothing the rough edges of
transportation and collecting fees based upon freight

per cent age. However, a grow ng nunber see little choice but to

redefine thensel ves by broadeni ng both services and geographic

® Chris Gllis, The Changing Wrld O Freight Forwarding,"
Ameri can Shi pper, Cct 1996 v38 nl0 p49(9)
1% | bi d.
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coverage. The result finds them noving into warehousing,

consol idation and | ogi stics nmanagenent and consulting as a
means by which to remain conpetitive. This diversification is
driven by two forces: Perceived opportunity and fear of being
cut out of the transportation |oop. Forwarders have

i ncreasingly found thensel ves squeezed out by custoner
demands, regul atory changes, capital requirenents for
informati on systens and conpetition, not only from ot her
forwarders but also from shippers, carriers and
consol i dators. ! A current industry catch phrase is one-stop
shoppi ng, to which a nunber of forwarders, especially large
ones, are going to becone total |ogistics providers. Even the
| eading forwarders in the industry, has sought to provide one-
stop service by formng partnerships with other service

providers of all types and sizes |ike:

» Large forwarders, which through acquisitions and
i nternal expansi on have devel oped broad, sonetines
gl obal coverage and cl ose supply-chain links with
cust oners.

 Md-sized forwarders with up to a handful of offices,
often focusing on a particular region or a few key
commodities or customers.

e Small forwarders, typically entrepreneurs or famly
busi nesses serving a narrow niche or a specific trade. !




Wthin these broad categories exist a variety of
subgroups, sone of which operate as franchi sees, subsidiaries
of financial institutions, or independent menbers of gl obal
networks. Indeed, it can be stated that these niches are
literally endless, in that there are specialists in
airfreight, project shipnments, bul k cargoes, break bul k, as
wel | as various conbinations of forwarders and consolidators,
non-vessel -operati ng common carriers and trucki ng conpani es.
According to Peter H Powell Sr., president of a |large custom
broker and forwarder, the next five to 10 years w ||
denonstrate the strongest growh anong the small to m d-sized
forwarders, inasmuch as they will be ready and able to answer
t he demands of small to md-sized exporters emerging in the
mar ket . 13

Freight forwarders are definitely the key players within
the entire shipping industry, as they have innovated and
i npl emented both smart and useful ways of globally
transporting any kind of merchandi se. This factor al one nmakes
the forwarder an inportant el enment not only the shipping and
transportation business, but also in one's daily life. The
foll ow ng section wll explain how a forwarder can be an

i nportant asset in a consuner's life.

131 bi d.

13
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B. Role of Freight Forwarders in Consuner's Daily Life

As was explained earlier, freight forwarders can be
considered as logistics solution providers for any kind of
transportation problenms, which can include ocean and air
transportation, containerization, consolidation, warehousing,
distribution, trucking, railroad, inter nodal, project and
oversi zed shi pnents. Hence, whatever the consuner's
daily demand is, freight forwarders are always on the scene
hel pi ng both exporter and inporter at both the origin or

destination point of shipnent.

Toby B. Gool ey explains the benefits of containerization,
noting that al nost the sane approach can al so be inpl enented
for the forwarders.* The conpetition among freight forwarders
has forced prices down and in turn al so demandi ng nore
consi stent application of quality. Manufacturers are permtted
to deliver products at |ower costs and better service; as a
direct result, conpanies are able to source products from
various places, ultimately hel ping to devel opnent | arge
production nunbers of consuner goods and el ectronics. This has

resulted in the market's proliferation of discount stores and

4 Toby B. Gool ey, "Container Rules!," Logistics Managenent,
Feb 1997 v36 n2 p60
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the accessibility of |uxury goods.® The foll owi ng exanpl e
wi |l denonstrate the manner by which a freight forwarder can
be an integral conponent in the photo filmdistribution

channel .

"As shippers reduce their traffic departnents, sone
| arger forwarders put their own staffers at the
custoner's location to provide hands-on shi pping
managenent. These 'in-plant' forwarders are seen as
a way for forwarders to tighten their bond with

shi ppers. MSAS Cargo I nternational began offering

i n-plant forwardi ng services to East man Kodak, which
was trying to devel op a shipper-controlled air
gateway at its Rochester, NY site to avoid trucking
to an MBAS station at JFK Airport. 'It's better to
work face-to-face with your |ogistics provider than
over the tel ephone,' said Paul H Smth, U S
export/inport logistics supervisor for Kodak. 'It's
i nproved cycle tinme of docunment turnover and has
greatly enhanced our custoner service focus.'"?®

It can readily be argued that this presents a real
W nning situation for anyone involved in such an instance: The
forwarder wins by increased sales and having a satisfied
client, while the shipper benefits fromthe fast response to

whol esal er or store orders. Mst inportantly, however, is the

fact that the consunmer is nade happy by having the product at

151 bi d.

8 Chris GIlis, The Changing Wrld O Freight Forwarding,"
Ameri can Shi pper, Cct 1996 v38 nl0 p49(9)
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his or her convenience. This transaction also hel ps the

conpany to keep its own prices down, since the forwarder's

met hod al ready saves the conpany noney and ti ne.

In the shipping business, nost of the target industries
are directly consuner related, which can include textile,
apparel, footwear, electronics, toys and hardware industries.
Therefore, freight forwarders are directly serving inport and

export custoners and consuners alike.

In the next chapter, characteristics of both ocean and
air forwarder will be discussed, as well as the expertise

required by their respective custoners.
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CHAPTER 3

Characteristics of Freight Forwarders

The forwarding industry is always subject to new
enterprises and severe conpetition. Indeed, this is a field
where only those with a great understandi ng of custoner demand
can survive. This chapter wll serve to investigate the
successful forwarders and their characteristics, as well as
address the inquiries and specifications of their successful
custoner base. Recent and actual industry transactions wll be

used as exanples in order to denonstrate the topic.

Due to various outside factors explained previously,
forwarders have been squeezed out, effectively forcing
forwarders to renovate the way in which they conduct business
as a neans by which to gain market strength.

The conpetitive appeal of large, multinational forwarders
has a distinctly different aspect fromthat of smaller

i ndependents, in spite of the fact that they both have the
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conpetitive strong points.! This is a definite trend, which

is taking place where the big conpanies are getting bigger

t hrough joint ventures and purchases. Many of the | arge
forwarders have undertaken aggressive expansion in recent

nmont hs. They acquire new business in the foreign countries and
try to get into the new | ane segnents in new places by formng
strategic alliance with the overseas counterparts. To tap into
specialty markets, they create even new special divisions to
attract specialty inports, or exports. In addition to
supporting a wi de-range of |ogistics services, they also serve
ni che markets. One includes specialization in routing and
delivering trade show and exhibition material s.

Forwarders with the extensive networks have strong appeal
for conpani es shipping product to a wide variety of |ocations
around the world. They can offer total |ogistics services and
extensive el ectroni c networks, appealing to shippers seeking
to shift the magjority of transportation responsibilities
outside their own walls.

Strategic alliances granted, the big forwarders tend to

appeal to the big nanes in the industry. However, it can be

7 Beth M Schwartz, "Conpetitive Pressures Drive Forwarders to
Advance," Transportation & Distribution, Feb 1998 v39 n2
p99( 3)
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easily argued that there will always be niche players, either

by market place or by product size or by size of client.
Smal | er shi ppers or special goods shippers nmay find those
smal l er forwarders can provide high-quality service w thout
the extensive corporate network. This is the conpetitive edge
of smaller forwarder in this volatile and changi ng

envi ronment .

When it comes to acquisitions, forwarders are | ooking for
specific regional players that have expertise with certain
sectors, or in certain markets. Wth this approach a conpany
can build itself up froma single office to an internationa

transportation service provider.

Their busi ness strategy enphasi zes strategi c partnerships
and growi ng well-cultivated relationships with agents
around the gl obe versus centrally managed branches. In
the realismof international trade, the viability of
particul ar forwarders nay depend | ess on how they are
currently defined within the market and nore on how t hese
busi nesses attenpt to redefine thenselves in a grow ng
mar ket pl ace. Shi ppers using international forwarders need
to keep a close eye on reorgani zation within the

busi ness. After all, a forwarder's conpetitiveness goes a
long way to getting the product to the right place at the
right time.?*®

After these perspectives, it wll next be denonstrated

how forwarders work overall, as well as the manner by which

18 pi d.
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t hey handl e the shipnments of daily operations. |Indeed, the
duties of forwarders nust be distinguished in order to nake
such a study, such as the shipnment's urgency, special handling
instructions, and so on. These situations require a remarkable
way of cargo handling and different expertise; because of

t hese nunerous factors, the utilization of freight forwarders
is based primarily upon their specialties. In general, there
are two main nodes with sonme forwarders specializing in air
freight forwarding, while others specializing in ocean freight
forwarding. More inportantly, there the sonme forwarders who
have both air and ocean divisions, fully able to provide

gl obal | ogistics service throughout the world. Furthernore, a
forwarder may find that sone of his/her conpetitors are able
to offer the sane service at considerably |ower prices, which
can quite easily occur since the conpetitor is nost likely a
specialist in this particular service. The key to everything
fromthe custoner's point of viewis to be famliar wth the

service and with the providers who conduct it.

A. Characteristics of an Ocean Frei ght Forwarder

Ccean freight forwarders represent sone of the ol dest
pl ayers in the shipping industry, concentrating nostly upon

shi pnments handl ed by neans of ocean transportation. The basic
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services of an ocean freight forwarder may include arrangi ng

and coordi nating transportation of goods to and from port,
preparing and securing paper work and docunentation, arranging
war ehouse storage, cargo insurance and in sonme cases handling
custons cl earance. These represent the basic functions of an
ocean freight forwarder, denonstrating that the difference
rests upon handling of these core services.

It is appropriate at this point to denonstrate the other
parties with which ocean freight forwarders nostly deal in
dai ly operations, the nost inportant of which are the ocean
carriers. Shippers nust always be aware that there are
actually two types of ocean carriers:

The first type is the direct carrier and generally known
as a steanmship line that transports freight on its own ships.
Many tinmes, the steanship |ine works from an established
system of inland transportation, effectively incorporating
nmotor carriers and railroads. Several steanship lines, for
exanpl e, operate doubl e-stack container train networks that
of fer point-to-point service.

The second type of ocean carrier is not a carrier at al

in a pure sense, but rather is a Non-Vessel Operating Comon

Carrier (NVOCC). Essentially an NVOCC wi |l consolidate several

shi ppers' goods into a full container load (FCL), which it
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then tenders to a steanmship line. NVOCCs are simlar to

steanmship lines in that they issue shippers their own bills of
| adi ng, and they ship under their own published tariffs. It
can readily be argued that nost shippers, in fact, would be
hard-pressed to tell the difference between dealing with an
NVOCC and a direct carrier steanship |ine, being that various
types of conpanies offer NVOCC services. In the past couple of

years, even donestic Less-than Truck Load (LTL) trucking firns

have entered into this business, offering door-to-door Less-

t han Container Load (LCL) services.!® Findings have

denonstrated that the United States is the only country with a
di stinction between forwarders and NVOCC, el sewhere, NVOCC is
called a forwarder or consolidator.?

Secondly there are ocean-carrier consolidators. Wth
regard to ocean-carrier consolidators, many forwarders are
appr ehensi ve about such freight consolidation services as a
means by which to deal directly with shippers, contending that
such consolidation services are nost heavily used in the
transpacific, where major carriers -- Oient Overseas

Cont ai ner Line (OOCL), Maersk Line, Anmerican President Lines

1 Mtchell E. Macdonal d, "Wio Does Wiat in International
Shi pping", Traffic Managenent, Sept 1991 v30 n9 p38(3)

20 Chris GIlis, The Changing Wrld O Freight Forwarding,"
Ameri can Shi pper, Cct 1996 v38 nl0 p49(9)
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(APL) and Sea-Land Service -- have built sophisticated

operations. As they expand their clientele, distribution and

i nformati on systens, sone of those consolidators are begi nning
to ook nore like forwarders. One sales tactic of carrier-
affiliated consolidators is to pronbte their services as

"i ndependent” fromtheir nother conpany, which neans that

t hese conpanies wll also consolidate cargo to be placed on
conpetitors' vessels.

The tinme has cone where consolidators are al so noving
beyond ocean transport into other nodes of transportation. In
order to becone nore involved in custoner distribution, a
consolidator nmust forge an alliance with a distribution
service in main ports like Los Angeles, or New York to be able
to handl e donestic freight transport fromthe port to the
cust oner's door. %

The primary services of an ocean freight forwarder

i ncl ude a consolidation service, which allows custoner to

source fromnultiple vendors when the vendors' shipnents are
too small to fill a single container. The core aspect of this
particul ar business is the gl obal consolidation and novenent
of nmerchandi se, informati on and docunents, where the forwarder

recei ves custoner's nerchandi se at one of several worl dw de

2L | bi d.
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| ocations, consolidates it into containers destined for the

custoner's distribution centers or retail stores, and nmanages
t he novenent of goods from one end of the customer's supply
chain to the other. The forwarder then arranges delivery of
the required docunents and provides the necessary information
via electronic or online transfer in order for the custoners
to manage their inventory.

Anot her consolidation type is the multi-country

consol idation, which allows the buyer to source frommultiple

origin countries when these countries' shipnents are too snal
to fill a container. Indeed, this is a real cost-saving
service, being that there usually exists a nonitoring service,
whi ch coordi nates the collection of LCL shipnments from
mul ti ple vendors in nmultiple countries. Freight forwarders
then nove the LCL containers fromtheir origination sites and

consolidates theminto Full Container Load (FCL) containers at

the follow ng three popular central hubs: Singapore, Kaohsiung
and Yokohama. It is at this tine that the forwarder transports
the FCL containers to their final destination. Forwarder then
sends a pre-alert fromorigination site to the hub that

i ncludes all shipnment information; the hub then sends the
custoner a consolidated shipping advice. In addition to

preparing a container mani fest reflecting cargo details,
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forwarder al so consolidates all origin docunents and

di spatches a set to the final consignee fromits hub

Simlarly, there is another service an ocean forwarder
provi des called as groupage, which is the pooling or
consolidating of cargo fromseveral vendors, usually in snal
| ot shipnments. These snmall |ots are then grouped together by
destination and shipped in full container |oads. Upon arrival
at destination, the container is stripped and cl eared through
custons, at which point the different consignees can pick up
their goods or arrange to have them delivered. %

The physical transportation of the goods takes place in a
variety of ways, allowing a forwarder to facilitate using any
node with any carrier. A forwarder can coordinate the
i nternational freight ocean novenent via its affiliated
steanmship line, its NVOCC service, as well as any other ocean
carrier.

An ocean forwarder can act as a conpl ete Non-Vesse
Operating Conmon Carrier that specializes in small shipnents
of less than container as well as full container. These

specific services provided by an ocean freight forwarder can

22 Mercantile, Services/Groupage, 1999, avail able from I nternet
Explorer 5.0 @http://ww. nercantil e. dk/ conpany/ servi ces/ htm
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i ncl ude:

« Contact and coordination with vendors, or buying
agents,

* Notification of Purchase Orders changes/verifications,
* Mnitoring of cargo,
* Pre-Advice Notice for approval to book and to ship,

e« Verification and distribution of docunentati on based on
the instructions of custoners or Letter of Credit,

« Sailing Advice Message including shipnent details and
estimated tine of arrival,

e Arrival Notice including the exact tine of arrival, and
frei ght charges,

e Coordination with the custoner's custons house broker,
« Special distribution as necessary. 3

As denonstrated in today's standards, noving ocean
freight requires not only the expertise but al so new
operational skills and options such as:

| nt er nodal Managenent Services (IMS): IMS can help to

nove door-to-door transportation of full truckload shipnents

t hroughout the United States, as well as between the United
States, Mexico and Canada, effectively serving as the primary
donestic transport service for ocean carriers. In this
capacity, IMs offers a wide range of rail internodal and truck
br okerage services for custonmers' full truckl oad shipnents.

These gl obal custoners, who have both donestic and

23 ACS Logistics, Services 1999 available from I nternet
Expl orer 5.0@
http://ww. acsl ogi stics.conf services/transportation. ht M #nvocc
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international transportation requirenents, benefit greatly
fromthe entire network of worldw de services avail abl e
through the carriers. It can readily be stated that the main
objective of IMSis to develop flexible and creative sol utions
for custonmer supply chain needs. Primary to IMS duties is the
manner in which it coordinates the internodal shipnment from
door-to-door, door-to-ranp or ranp-to-ranp with the nost
conpetitive marketpl ace service available. In addition, |M
can service inporter's over-the-road needs utilizing a network
of over 700 carefully selected partner carriers across the
country. 2

Transl oadi ng: This special service is offered where

i nbound containers are stripped at a specialized facility and
rel oaded into either 48 ft or 53 ft road trailers for
continued delivery. The 48ft and 53 ft contai ners can be

| oaded on donestic double stack trains, what makes themthe
perfect alternative very the |ong haul age agai nst | ow costs.
The econom cs of this operation require careful analysis
before inplenentation as cost benefits wll vary depending
upon the type of goods involved and their ultimte U S.

destination. This process provides for donestic sourcing as a

24 ACS Logistics, Services 1999 available from I nternet
Explorer 5.0 @
http://ww. acsl ogi stics.com content/services/htm
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means by which to al so conbine these with international
traffic and thus obtain additional cost benefits.

Managenent of Docunents: Along with the goods thensel ves

and the information process, docunents represent a critical
el ement within the conformty of international transport and
| ogi stics. Today's ocean forwarder also offer a w de range of
docunent managenent services between origin and destination
points with regard to the logistics process, all designed to
ensure that the correct docunents are both collected and nade
avai lable at the right place, at the right tine. Indeed,
systens enployed to closely follow up on the flow of docunents
are very crucial. Timely availability of docunents ensures
that the goods can flow wi thout custons del ays or other.

The ocean freight forwarder can be directly effective in
the client's business. Wth considerabl e expertise in the
gl obal market, a well established freight forwarder can
provi de fast turnaround of inquiries which neans the shippers
or exporters can include the freight cost at tinme of order
pl acenment so it can be covered by the buyer's letter of
credit. Getting this information quickly allows shippers to
sell the custoner even nore product.

I nternational shipping is conplicated and | ack of

expertise and m scomruni cation can easily cause | oss of
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business. This is the nost reason why custoners changes
service providers. They cannot risk |losing a $50, 000 order
over sonme forwarder who is not well organized, and who didn't
return the phone calls.?®

I f the process is not followed of properly by the
forwarder, delays wll nost |ikely occur to international or
donmestic shipnments, which will in turn result in late paynents
or penalties for shippers, exporters and/or buyers. This
sinple yet critical chain reaction clearly denonstrates the
i nportance of freight forwarders in shippers' business

activities.

B. Characteristics of an Air Freight Forwarder

Airfreight forwarders, which operate in nuch the sane way
as ocean freight forwarders, can be either air consolidators
or agents of specific airlines. The consolidator forwarders,

I i ke the NVOCC or ocean consolidators publish their own
tariffs and issue air waybills, while the agent forwarders, by
contrast, market cargo space for specific air carriers. Both

types of airfreight forwarders also offer services beyond

2> Hel en Richardson, " Freight forwarder basics,
Transportation & Distribution, Jan 1997 v38 nl pS10(4)
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sinply coordinating shipnments with an airline, including

docunent preparation, inland transportation and warehousi ng
coordi nating, shipment tracking, and clains responsibilities.
It's inportant to note that many forwarders work as both
airline consolidator and agent. Furthernore, many forwarders
handl e both ocean and air activities but generally do so in
separ at e departnents.

Just as there are two types of ocean carriers active
within the international shipping industry, there are also two
types of air carriers. The initial carrier represents the
traditional scheduled airline, which either specializes in
cargo novenent only or carries freight in the passenger
aircraft. It can readily be stated that npbst schedul ed
airlines rely upon airfreight forwarders (or consolidators) to
generate a great portion of their business.

By contrast, integrated carriers market their services
directly to shippers, who, for the nost part, specialize in
smal | shi pnents wei ghi ng under 70 pounds. However, several
integrated carriers have recently started handling | arger
| oads. Integrated air carriers also offer shippers

conpr ehensi ve service via an established network of surface-

26 Mtchell E. Macdonal d, "Wio Does What in |nternational
Shi pping", Traffic Managenent, Sept 1991 v30 n9 p38(3)
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delivery carriers that will pick up goods at the shipper's
dock and deliver themto their foreign destination. Wether
that ground service is provided by a conpany-owned fl eet or
not, the integrated air carrier generally assunes ful
responsibility for the shipnent door to door.?

Air forwarders differ fromair cargo agents in that they
represent shippers, while air cargo agents represent air
carriers. Air forwarder is an indirect air carrier who acts as
a carrier to the shipper, issues his or her owmn airway bill,
and assunes responsibility and liability for cargo and
transportation. Air forwarder buys transportation and space
all ocation fromcomercial carriers. Air forwarders al so
provide a variety of additional services, such as
i nport/export docunentation, warehousing and | ogistics
expertise. In short, air forwarders are carriers to the
shippers. To the airline, they have the appearance of a
shi pper, because they ship both to and fromthensel ves or
their agent, and appear on the invoice as shipper based upon
their own negotiated rates and contracts.

Cargo agents, on the other hand, represent airline cargo

carriers to shippers, wth nost forwarders are al so cargo

271 bi d.
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agents, while nost cargo agents are al so forwarders. Many of

the functions they perform such as docunentation, are
i dentical in nature.?

Air carriers and forwarders are constantly seeki ng out
ways to becone nore invol ved in door-to-door cargo handling,
as opposed to only traditional airport-to-airport service. In
sone cases, however, that puts themin direct conpetition with
f orwar ders.

""Airline operation costs have gone up trenendously,"
said Akihiro Hara, vice president of cargo for the Anericas
for Japan Airlines (JAL). 'To secure additional revenues, we
are pressed to establish services other than airport-to-
airport service.' Many carriers will provide airport-to-door
delivery when the shipper asks, yet few sell the concept as a
standard cargo product. 'It's a touchy subject with our
forwarder clients,' Hara said. 'The forwarders don't like it
when we approach the shippers with service beyond the

airport.'"?° Wen a shipper wants an inport shipnent delivered

8 Hel en Richardson, " Freight forwarder basics",
Transportation & Distribution, Jan 1997 v38 nl
pS10( 4)

2 Chris Gllis, "The Changing World O Freight Forwarding",
Ameri can Shi pper, Cct 1996 v38 nl0 p49(9)
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by the carrier, air carrier wll arrange delivery through

connections wth warehouse and trucking operations.

As in ocean freight forwarding, virtually all the sanme
requi renents force air freight forwarders to advance their
capabilities of handling cargo to higher levels. Mst of the
bi ggest ocean freight forwarders have established their air
forwardi ng division in accordance with the same requirenents.
A nodern air forwarders' service should include the foll ow ng:

Airfreight Logistics Managenent Services (ALMS): ALMS

hel ps custoners develop an airfreight programthat best neets
their needs for capacity, frequency and transit tine at a
price that neets their budget. ALMS can wi den airfreight
options and provide objective solutions by way of increasing
opportunities for better service and cost-effective rates. At
the sanme tine, it manages purchase order (PO information so
that the customers can nore effectively manage their
inventory. In details ALMS can help the custoners in the
foll ow ng ways:

« Airfreight Brokerage: ALMS can procure and nmanage cost-
effective air transportation for non-routine shipnents.

« Airfreight Managenent: ALMS professionals as the
custoners own airfrei ght nmanagers at origin and nmanage
all airfreight fromthe origins to the destinations.

* Information Managenent: ALMS coordi nates the
communi cati on between the customers, vendors and
forwarders, brokers and air carriers via: Electronic
Data I nterchange (EDI), Internet and World Wde Wb
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and any other way that the custoner need the
i nformation

e Airfreight Consulting: ALMS will assist the custoner in
eval uating their airfrei ght needs, setting the goals of
their production program identifying potenti al
airfreight service providers, and evaluating rates and
service | evel s proposed by airfreight vendors. 3

The primary difference that exists in air freight
forwarding is what takes place on the ground. In fact, after
take-of f, nost airfreight travels at about the sanme speed; it
is what occurs prior to and after a shipnent has becone
ai rborne that becones the nost inportant aspect. A Conbi nation
of poor ground coordination, inconplete paperwork, inadequate
communi cation, untrai ned personnel and any nunber of other
probl ens can significantly slow jet speed. Therefore,
forwarders are broadening the focus of their activities to
include a greater professional airfreight orientation where it
i s nost needed.

Conpr ehensive Airfreight Services: There exi st a nunber of

al ready established requirenents with regard to the nanner of
shi pper and receiver operation, which followin the form of

speci al services:

Direct Airfreight
Consol i dated Airfreight
Sea + Air Conbi ned Service

30 ACS Logi stics, Transportation Services, 1999 avail able from
Internet Explorer 5.0 @
http://ww. acsl ogi stics.conm services/transportation. ht m #al ns
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e« Ar + Sea Conbi ned Service

e Truck + Air Conbined Service
e Ar + Truck Conbined Service
e Air + Air Transshi pnent
 Door-to-Door Service

e Courier Service

* Pick-up and Deliveries

* Trucki ng

e Distribution

* War ehousi ng

e Custons C earance
 Docunentation

e Special Handling (e.g. Pick and Pack Operations,

Sorting and Garnent - On- Hanger s)

 EDI

 Bar Coding

« Track and Trace Information®

Custoners in airfreight business have al so becone as
demandi ng as those in ocean freight. In order to survive in
the market, freight forwarders need to conply with all the
requirenents with the highest |evel of service.

In addition to the standard operations of air forwarders,
there exi st several unique exanples in which a particular
forwarder can achi eve remarkabl e service for both existing and
target clients.

International freight forwarding is diversified in two

areas: Air and ocean. However, changing and i nproving

31 Mercantile, Services/Air Freight, 1999, available from
Internet Explorer 5.0 @
http://ww. nmercantile.dk/services/air-freight.htm
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wor | dwi de busi ness environnent and intensive busi ness
transactions have allowed for a new type of service provider

to energe: d obal |ogistics provider

C. Characteristics of A Forwarder As A d obal Logistics

Provider: What is logistics? According to The Council of
Logi stics Managenent, logistics is part of the supply chain
process that plans, inplenents, and controls the efficient,
effective flow and storage of goods, services, and rel ated
information fromthe point of origin to the point of
consunption in order to meet custoners' requirenents. 3?
Regardl ess of size, few organizations are prepared to
divert funds fromtheir core business to establish a gl obal
system of supply chain managenent. Yet for conpanies heavily
dependent on the tinely novenent of nerchandi se and ot her
itens fromone part of the world to another, there is a
critically inportant need for orderly |ogistics and
transportation system In order to offer their clients the
maxi mum flexibility in the solutions, forwarders are forced to

establish a strong service network wwth some of the major

32 Counci| of Logistics Management, Logistics Research Group at
Ohio State University, "CLM Logistics Definition", 1999,
available fromlInternet Explorer 5.0 @
http://ww. cl mL. org/ m ssion/logistics.asp



carriers and partners. These cl ose working rel ati onships
conpl ete an al ready conprehensive service demand chain
managenent portfolio. This way forwarders can offer the size,
t he resources, the personnel, the market presence and the
experience to neet this need. It is very obvious that today's
nodern forwarder nmust have a globally interconnected data
processi ng and comruni cati on systens which enable themto
monitor the status of the shipnments at every step along the
way. This gives the custonmer full transparency as well.
Moreover, in today's global shipping environnent, uncertainty
and guesswor k about the status of any given shipnent is
absol utely not acceptable. >

Label ed gl obal connection or globally visible forwarding,
any forwarder who desires a good share in the nmarket nust
first succeed at this task. Because the world' s econony
i nproves with each passing year, and the noving of products
frompoint Ato point B has becone a standard way of doing
busi ness for many conpanies, globalization and its
requi renents have gai ned greater inportance, as well.

Sonme of the |argest forwarders have already cone to

understand the critical function of global |ogistics by

3 Mercantile, Services/Air Freight, 1999, on-line avail able
fromlnternet Explorer 5.0 @
http://ww. mercantile. dk/services/air-freight.htm
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establishing their own individual, independent divisions. In
addition to the conventional air and ocean operations
departnents, these forwarders have al so inpl enented a new
departnent or division in connection with the other
departnents and offices both locally and gl obally.

Being a gl obal |ogistics provider requires nore than
being just a standard forwarder. Forwarder will need to be
affiliated with different assets such as trucks and pl anes and
have to utilize and operate themefficiently. Also, acting as
an integrator of material, transportation managenent services
and information is required in order to provide best-of-breed
solutions for the clients. Only those who manage | arge-scal e
| ogi stics operations can easily secure nore business with the
maj or clients such as autonotive manufacturers, |eading
aerospace firnms, and tel econmuni cation enterprises. The focus
brings practical industrial experience and hands-on managenent
of the custoners' gl obal supply-chain requirenents. Moreover
to this, information-based supply-chain tracking system hel ps
to increase the service level of the forwarder. Integrating
custom zed transportation, distribution, inventory control and
| ogi stics managenent services are very critical as well. They
must be al so designed to neet the growi ng demand for broad

custoner solutions in the gl obal marketplace. These services
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al ways add val ue and give the custonmer a greater conpetitive

edge by acting as an integral partner to facilitate outsourced
operations and to assist their business objectives. Conbining
the flexibility to create custom zed prograns with the
financial means and operational expertise can also help a
forwarder to be a good global |ogistics provider. Miin
services of a standard gl obal |ogistics provider shoul d

i ncl ude the foll ow ng:

* Finished Goods Inventory (FA) distribution
e Just-In-Time (JIT) manufacturing
 Bonded war ehousi ng/ st orage

* Custons clearance

e Inport/export docunentation

* Inventory managenent/scheduling
e Technical services

e Supplier interface managenent

« ED 1links

* Product assenbly/reconfiguration
« Order processing®

These | ogi stics services undertake detail ed specific
eval uation of entire segnents or specified |links of the

custoner's supply network, which is nodeled to foll ow

* Analyzing the physical flow of material through the
supply chai n under eval uation

 Flowing the critical information el ements noving
t hrough the supply chain;

* Using baseline information to conpare supply chain
per f ormance agai nst industry benchmarks;

34 BAX d obal, Novenber 1999, on-line available from Internet
Explorer 5.0 @http://ww. baxgl obal . conl servi ces/ gl obal . ht m
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* Performng operational audits to identify potenti al
per f ormance i nprovenents;

* Recommendi ng al ternate operating solutions to achieve
identified cost savings and cycle tine reductions;

* Implenenting and managi ng partial or full physical
di stribution networks and rel at ed nanagenent
informati on systens necessary to optim ze | ogistics
costs.

In order to solicit the gl obal service, freight forwarder
needs a highly reliable worldw de office network. Forwarders
must tend to serve the large nultinational conpanies that are
al so being global in manufacturing and distribution. Conpanies
with a global systemalong with a mx of services are al ways
needed. The main reason to this devel opnent is that having too
much of one type of growh, and service is not enough today.
Forwar ders nust be capable of being integrated quickly into
the client's network, and secondly, in sone cases, they are
al so expected to provide sone opportunity for growh in a new
mar ket for their clients. Business segnents such as handling
of autonotive parts has becone truly global in nature, which
is why the forwarders enjoy having such clients.3 Conpanies
wi th good managenent, a stable custoner base and a strong
mar ket ni che represent precisely what gl obal forwarders need;

by bl ending the best of these conpanies into their existing

35 | bi d.
% chris Gllis, The Changing Wrld O Freight Forwarding,"
Ameri can Shi pper, Cct 1996 v38 nl0 p49(9)
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net wor k, gl obal forwarders can strengthen their |eadership

position in one-stop, integrated global |ogistics services.
Combi ning a sel ective acquisition with well-nmanaged internal
growh is critical to staying ahead of the pack in this
i ncreasingly conpetitive business.?®’

d obal | ogistics does not necessarily nean gl oba
i ntegration, even though the whole idea behind this formation
is to be able to serve global custoners; indeed, it requires a
variety of services and nore expertise than the regular daily
operation. Wth conpany-owned war ehouses that focus upon
di stribution, consolidation and order fulfillnment, forwarders
must manage to nmaintain a client in Canada, for exanple, that
produces a product in East Europe. Wth this gl obal approach,
the forwarder can arrange for the factory pickup in production
site in Romania and bring it to its East Coast facility for
pi cki ng and packi ng, at which point the order is then
delivered to the client's custoners in the United States.3®
This way the forwarder can neet all service requirenents of
the custoner by adding extra value to its service.

In gl obal |ogistics, the operation has two pl aces of

action: Oigin and destination. In addition to services in

3 1 bi d.

% ] bid.
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origin country, today's demanding nultinational inporters

have al so forced the forwarders and gl obal | ogistics providers
to establish and strengthen their services at the destination,
i nasmuch as the main idea of forwarding is to be able to
securely nove the product to its final destination. |ndeed,
this is where the expertise of destination based gl obal

| ogi stics conpanies' starts, which may include the foll ow ng:

Stripping / Deconsolidation: This service provides

destination distribution services by stripping/deconsolidating
cont ai ner | oads of product and distributing themthroughout
the destination country by way of truck or rail, based upon
the inporter's specific instruction. The benefits inporters

may experience fromthis type of service are considerable:

* Increased flexibility, postpones the distribution
decisions to a point further along the customer's supply
chain and cl oser the distribution center or retai
st ores.

* Inproved cycle tines, integrate the workflows, and reduce
handling time while mnimzing the points of
di stribution.

* Reduced costs, |ower the cost of carrying excess
inventory while increasing the custoner's retail space.

* Increased visibility to the nerchandi se, continuously
monitors the nerchandise in inventory and in route
t hrough gl obal information network. 3

39 ACS Logistics, Destination Services, 1999 available from
| nternet Explorer 5.0
@ttp://ww. acsl ogi stics.com services/destination. htni
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This service can be enhanced through bar code scanni ng,

purchase order (PO information, real tine Electronic Data
| nterchange (EDI) or through Internet tacking tools, all of
which will be explained in the foll ow ng chapter.

These destination services have devel oped in such a way
that the gl obal |ogistics provider can receive the custoner's
full container load (FCL) of nerchandi se, discharge the
container, store the products and then replenish the
custoner's inventories throughout the destination country.

As conpani es re-engineer their gl obal enterprises, they
are taking a long, hard | ook at their warehousi ng and
di stribution expenses. For many, outsourcing these non-core
activities to a third-party specialist makes good strategic
sense.

Assenbling an extensive distribution center network,
whi ch consists of dedicated facilities in addition to existing
war ehouse capabilities nmust be forwarders new objectives. This
idea truly inproves global warehouse and inventory managenent
system which can take full advantage of bar code and radio
frequency data input. Inplementing this systemis not easy.
However, this distribution centers can be supported by its
conput er systens and professionals trained in all areas

rangi ng from pi cking and packing to light assenbly. It wll



nmove aggressively to add new capabilities as the foll ow ng

demand warr ants.

- Cross docking

- Bar-code and | abel i ng
- Bonded facilities

- Duty defernent

- Inventory Contro

- Accounting activities
- Storage

- Pick and Pack

- Docunentation

- Commercial invoice

- Packing |ist

- Light manufacturing

- Assenbly

- Custom zing orders

- Localization

- Order Processing

- Reverse logistics

- Return and repair

- Environnental issues
- Radi o frequency connect
- Stock location and productivity
- Managenent reporting
- EDI

- Flexibility?*

Many kind of freight forwarders have been presented,
along with the way in which they specialize. It is now up to
the inmporter or exporter to chose one for the security of

their international shipnments. However, this does not nean

that a conpany nust use only one freight forwarder, being that

40 AEl "War ehousi ng&Di stribution", 1999 on-line available from
Internet Explorer 5.0 @http://ww. aeil ogi stics.conm wd. ht m
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t he conpany's demand and how any particul ar forwarder can
nmeet these requirenents help to determne the utilization of
any single freight forwarder. There exist many market options
in addition to a nunber of conpanies that nmake these options
avai |l abl e. Therefore, before selecting the freight forwarder,
it is always inperative for both exporters and inporters to
predict the nost efficient way of shipping their goods.

Failure to choose the proper node and service provider
can nost likely cause the buyer to initiate an order

cancel | ati on.

45
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CHAPTER 4

Cont enporary Tools of a Conpetitive Freight Forwarder

The nost inportant issues in today's shipping and
forwarding industry are tinme and accuracy, and exanpl e of
whi ch woul d be how the ocean and air carriers have already
replaced the older ships and aircrafts with newer and faster
nmodel s. On the other hand, the |ogistics solution providers --
like freight forwarders -- have only one thing to inprove:
Servi ce.

Today's hi ghly sophisticated and conpetitive market makes
it as inportant to nove the information as it is to nove the
cargo.

This chapter will focus upon information technology as it
becones one of the nost inportant and crucial elenents of the

i ndustry, as well as other relating devel opnents.

A. I nformation Technol ogy

Since forwarding is a very conpetitive business wth so

4l Scanwel | Freight Express, EDI Capabilities/Scantrac, 1999,
available fromlInternet Explorer 5.0 @
http://ww. scanwel | intl.con edi. htm
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much conpetition, custoners have al so been very demandi ng by

asking for the follow ng: Cheaper rates; credit terns of 30 or
60 days, gl obal coverage, inproved, quicker, and nore reliable
routing, 100% conpl ete shipnents, 100% error free service

| evel in docunentation, Saturday service and

| nformati on Technol ogy. Since the term |l ogistics represents

t he managenent quotient of any operation's details, it is
inportant to consider the fact that the conponents of

| ogi stics information systens for freight forwarders are such
to require constant and regul ar revision.*

Information visibility and availability pertaining to
their shipnents is the first priority to alnost all exporters
and inporters; because of this, any forwarder who fails to
provi de customers with technol ogical and el ectronic service
cannot survive in this volatile business.

According to Ted Scherck, the successful forwarder should
be able to change col ors when necessary. A really good
forwarder is a chaneleon. It has the flexibility to react to

what ever a shi pper needs. *®

42 Andrew A. Greenstein, E-mail to author, Jan 2000

“3 Marcia Jedd, "Taking a Stand. (popularity of freight
forwarding)", D stribution, July 1996 v95 n8 p68(2)
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Pure freight forwarders - those without their own

aircraft - or any other extra services are losing to their
aircraft-owni ng counterparts, the integrated express carriers,
in ternms of actual nunbers of shipnents, volunes and revenues.
Anal ysis by the Col ography G oup reveal s that non-integrated
forwarders have | ost considerable market share to integrators
over the years.* Donestically, forwarders have all but
relinqui shed command to integrators and are slowy but
steadily losing share in the international arena as well.
According to a survey by Chio State University's
Logi stics Research G oup, the advantage of conbi ni ng
information technologies with logistics is nost felt when
corporations such as the Limted, FedEx, and \Wal - Mart nove
| arge vol umes of merchandise with great efficiency.* Future
advances in information systens, software and dat abases, as
wel | as the expanded use of EDI, bar-coding and tracking
promi se even greater efficiencies.* Information technol ogy

remai ns the nost inportant factor in the growh of corporate

1 bi d.

% Counci| of Logistics Management, Logistics Research Group at
Ohio State University, "CLM 1998 Career Patterns", 1998,
available fromlInternet Explorer 5.0 @
http://ww. cl mL. org/ survey/ 1998/ 1998. asp

% ] bi d.
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| ogi stics. Though nuch of the benefit fromthe union of

| ogistics and information technology is yet unrealized,
information technology will be a key technology in the growth
of supply chain managenent and | ogistics. Logistics career
patterns are stable and the functional responsibilities of

| ogi stics executives are unchanged. Both the distributions of
respondents by industry group and by manufacturing or

mer chandi si ng capabilities remain the sane.*

For the nost part, the majority of information technol ogy
systens take place at the stations, where receipt of goods is
made at the origin warehouses or termnals. Systens operate
with the purchase order (PO and stock keeping unit (SKU)
whi ch are received fromcustoners via electronic data

i nterchange (EDI).“

1. ED:

According to Trade Conpass, EDI, Electronic Data
I nterchange, is the termused for the exchange of structured

data between the conputer systens of trading partners and it

47 1 bi d.

“8 Mercantile, The Technol ogy/ MODS, 1999, avail able from
Internet Explorer 5.0 @
http://ww. mercantil e. dk/technol ogy/ nods. ht m
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is frequently used as an el ectronic replacenent for

traditional trading docunents such as the order of invoice, or

packing list but as EDI applications are devel oped in finance,

adm ni stration, and health care, a wder view nust be taken as

to what constitutes trading rel ationships and trading

documents. *® I n essence EDI is being considered for the

exchange of nobst structured data between originators and

reci pients of such information. The use of 'structured data

refers to a precise, recognized and accepted nethod of

assenbl ing data. Such data item zes as item code, custoner

reference, delivery point and unit price and all cone together

to forma purchase order or invoice for exanple. ED should

not be confused with electronic mail where data may be

transmtted in the formof an ad-hoc enquiry, containing no

recogni zed form EDI hel ps business to send or gather

i nformati on between tradi ng partners. For instance,

st andar di zati on can be nmade for quote, purchase orders

i nvoi ces, and specific industry specific docunents.®
Foll ow ng i s another good exanple of how EDI is used in

t he shi pping industry:

4 Trade Conpass, 1999, available fromInternet Explorer 5.0 @
http://ww. tradeconpass. com cgi -
bi n/ sear ch/ sear chone?quer y=dei %

%] i d.
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Wth its exchange of business docunentation in
a standard, machi ne-processable format, EDH bypasses
the time-consum ng, nanual processing of
international data. Integration of systens by EDI
opens the door to other new applications, including
bar code scanning and supply chai n managenent
systens. The operational systens send information by
EDI directly to the shipper or receiver. They al so
receive informati on such as booki ngs from vendors,
shi pping instructions and arrival notices directly
via EDI. EDI offers managenent an unprecedent ed
visibility.>?

2. Internet Wb Site Tracki ng and Traci ng:

The technol ogi cal revolution has brought with it a great
deal of beneficial advancenents for mankind; the nost
i nportant devel opnents of all have been that of the conputer,
and | nternet. >

This new state-of-art tool is considered to be one of the
nost powerful features of the nodern freight forwarder, users
and custoners are able to view shipnent status through various
stages by using Internet Wb sites tracking and tracing

system This effective process includes initial and final

trucking as well as internediate carrier stages; tinmestanps

° Mercantile, The Technol ogy/ EDI, 1999, avail able from
Internet Explorer 5.0 @
http://ww. nercantil e. dk/technol ogy/ EDI . ht m

52 Andrew A. Greenstein, E-mail to author, Jan 2000.
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and personal identifications ensure the data integrity and

conpliance with quality managenent standards. °3

FedEx assuned | eadership status with regard to package
shi pnents, taking the | evel of service one step further. The
conpany's Wb site offers a good exanple of howto turn the
Web's power to one's advantage. In the past, one had to track
a FedEx package by phone with a conpany operator. Today,
however, custoners are able to acconplish the sane task by
t hensel ves fromthe conpany's Wb site, which now boasts an
i npressive global tracking feature accessible with nothing
nore than the package's airway bill nunber, date and
destination. The site quickly returns a running chronol ogy of
where the package is and where it's been, including
i nformati on regardi ng when the package left its origin, if and
when it was received, and who has signed for it. In short, the
site provides custoners wth all the information they need to
confirmthat their package has safely reached its destination
or that a delivery is on the way to them The newest conponent
of the FedEx systemallows one to tap into this powerful
busi ness tool w thout even utilizing the Web. In that all one

has to do is send an e-nail note to track@ edex.com t hat

%3 AEl Logistics Information Systems: dobal Track & Trace,
1999, available fromliInternet Explorer 5.0 @
http://ww. aeil ogi stics.conl|ls_3. htn
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includes the word airbill, followed by a space and the

tracki ng nunber (i.e. airway bill nunber). Wen the package
reaches its destination, the custoner is sent a return e-mai
message with delivery details. Therefore, whether sending

al nronds to Al bania or zithers to Zi nbabwe, the custoner wll
know t hat the shipment arrived on schedul e.

The power of Internet is not only being used by nost
forwarders but also by the Less-than Truck Load (LTL)
carriers, who offer a variety of Internet services designed to
save shippers tine and noney. |Inasnuch as the Internet has
opened up an entirely new marketing tactic, in many cases,
shi ppers can sinply go to a carrier's Wb site and do the
fol | ow ng:

* Receive generic or custoner-specific rate quotes.
* Request shipnent pick-up; send origin, destination, and
ot her shipnent information; or schedule a pick-up tine.

* Conplete and transmt bills of |ading.

» Trace and track shipnments. Shippers also can retrieve
delivery information and shipnment status by a variety of
reference nunbers, including carrier pro nunber, shi pper

bill-of-1ading nunber, or purchase order nunber.

° Brian Nadel, " Wiere is that FedEx package? (Federal Express
has Wb page for tracking packages) PC Magazi ne, Nov 19, 1996
v15 n20 p73(1)
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e Receive automatic e-nmail notices of critical events,

i ncluding delivery confirmation or notification of
possi bl e del ays.
* Communi cate electronically wwth all parties connected to

a shipnment, fromsales through to accounts receivabl e.

* Retrieve information on the status of | oss-and-damage

cl ai ms.

» Mke electronic freight paynents. Wen triggered by a
delivery confirmation, the paynent process bypasses the
need for invoicing.

* Retrieve docunents. Shippers can view and retrieve
delivery receipts, signed bills of |ading, packing lists,

and ot her docunents connected to shipnents.

e Produce carrier report cards. Shippers also can downl oad
and mani pul at e batches of shipnent information based on
price, on-tinme percentage, clains, or other neasurenents
used to track carrier performance. >
The benefits and capabilities of the Internet Wb sites

based comuni cations are endl ess; therefore, alnost all mjor
steanship |ines, ocean carriers, trucking conpanies, NVOCC,

airliner and -- nore inportantly -- both air and ocean freight

°® Jim Thomas," Cyber carriers," Logistics Management &
Di stribution Report, 04/01/1999 Transportation Spotlight
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forwarders have been using these features to better serve

their custoners. Best of all, this service is free of charge.

B. Supply Chain Managenent:

Supply chain managenent is sinply the planning, execution
and managenent of goods and information flow fromthe point of
devel opnent and purchasi ng, production and distribution, and
finally to the custoner.® The objectives are to ensure that
the right product reaches the right place at the right tine
with the | owest possible overall cost. This particul ar nethod
is utilized as a nmeans by which to manage each indivi dual
order throughout the supply chain process, as well as to
ensure mnimzed inventory and on-tine delivery reliability at
the client's destination.

One can be relatively confident using this type of
service when transporting inportant, high value cargo for very
demandi ng custoners. Supply chain nanagenent allows buyers to
be very proactive and have full control over the freight, as
the visibility of goods is considerably higher than the
conventional shipping nethods. Custoners will be paying a
little nore for this kind of val ue-added service; however

they will receive hassle free, virtually visible transactions

°¢ Mercantile, Services/SCM 1999, avail able from I nternet
Explorer 5.0 @http://ww. nmercantil e. dk/servi ces/scm htm
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that is tanper-resistant. The system provides the flexibility

to respond quickly to product demand changes, to substantially
reduce inventory in the supply chain process and to shorten

t he repl eni shment cycle by reduced |ead tines.> Moreover, the
inporters and buyers can al so benefit by having total order
costs visible fromthe tine the order is placed until delivery
and sale. Research has shown that total |ogistics costs can
represent up to 36% of a product’'s retail price, and that
maj or econom ¢ gain can be achi eved through efficient supply

chai n managenent . >

1. Bar Code Scanni ng:

Buyers or the ultinmate consignees usually experience a
nunber of problens wth regard to bar code scanning, including
the fact that they do not have supply chain visibility upon
mer chandi se which was | oaded directly by the factory, because
the cartons were not bar code | abel ed and not scanned.
Simlarly, there is also no visibility through either EDI or

general communication tools, which presents the buyer with a

°" Mercantile, Services/Services, 1999, available fromlnternet
Explorer 5.0 @http://ww. nmercantil e. dk/ servi ces/ servi ces. ht m

%8 | bi d.
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significant handicap when it comes to | ast m nute supply-

chai n distribution decisions. >

In order to find a solution, bar code scanni ng nmust occur
at the vendors' factories. Forwarders have been using bar
codi ng and bar code scanning to provide the custoners with the
kind of inventory information they need to nmake deci sions even
before products arrive at their distribution centers. Until
now, those products passed through the sanme forwarder's
war ehouse docks in order to be scanned; today, however, these
systens all ow vendors to create, apply and scan bar-coded
| abel s containing packing list information, which is then
el ectronically uploaded to forwarder's database where
consignees can view it either in their own nerchandi si ng and
inventory systens, via EDI or via forwarder's Internet-based
shi pnent and purchase-order tracking systens.

Ceneral ly, bar code scanning systens work as foll ows:

e Through the forwarder's gl obal information network, the
vendors receive the Purchase Orders electronically.

* Individual products' |abels are scanned as the
mer chandi se is packed into cartons.

e Carton labels are printed right at the factory and
applied to the cartons.

e The cartons are scanned and the data passed to
forwarder. A factory "On-hand"” report transmtted to
t he buyer so that they can nonitor production progress

® ACS Logi stics, ScanFact, 1999, available fromInternet
Explorer 5.0 @http://ww. acsl ogi sti cs. conm scanfact. ht n
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on a specific purchase order, via ED, or the they can
access the sanme information through Internet web site
of the forwarder.

e Cartons are |loaded into containers and the contai ner
nunbers are linked to the cartons to provide the key
information required for shipnment and purchase order
nmoni t ori ng.

* Once the vendor delivers the containers to the ocean
carriers termnal, and the ship sails, the forwarder
wll send a final notice.

* Once all the docunents are collected, the forwarder
w Il distribute them according to custoner's specific
requirements.

Clearly, bar code scanning hel ps custonmers nmanage their

information and inventory in an error free way.

C. O her Special Services:

1- There exist a nunber of special services offered by
nodern freight forwarders, which aid in the overall process of
transporting products frompoint Ato point B. Sonme of those
i ncl ude export and inport custons clearance; supplier
managenent ; pick and pack operations; hangi ng garnents; shrink
wr appi ng; slip-sheeting; warehousing; demand chai n managenent;
contai ner pickup and delivery; conplete insurance coverage;

and consol i dated invoi cing. %

%0 | bi d.

®1 Mercantile, Services/ Groupage, 1999, avail able from I nternet
Explorer 5.0 @http://ww. nmercantil e. dk/ conpany/ servi ces/ htm
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2- Business Logistics Services (BLS): It provides unique

integrated | ogi stics managenent services that, based upon
client needs, can span nultiple transportation and
distribution functions, with the conpany's being to design and
i npl enment i nnovative solutions that neet the clients

| ogi stics requirenments. BLS acconplishes this through use of
advanced anal ytical tools, quality practices, process
managenent techni ques, gl obal distribution expertise,

i nformati on technol ogy, and affiliated service providers. In
this role, BLS adds strategic and economc value to clients’
supply chains. BLS provides contract |ogistics services for

bot h donestic and international shippers including:

« Transportati on managenent,

* Order managenent,

* Rail car fleet managenent,

* Less Than Truckl oad (LTL) consolidati on,
« Trailer routing,

* Distribution nmanagenent,

e Carrier performance managenent, and

« Tracking and tracing.

BLS works to identify supply chain inprovenent opportunities

and then designs tailored solutions that effectively address:

* Network optim zation,

* Process design and re-engi neering,

e G obal supply chain nodeling,

e Optimal node anal ysis,

« Transportation routing and private fleet analysis,
» Consolidation and de-consolidation studies, and
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 Equi pnent utilization.

These efficiencies include matching truck/rail novenents in
order to maxim ze round trips and/ or continuous noves for
carriers resulting in |lower transportation costs for al
clients, a concept that has been successfully applied to
truckl oad, LTL and box car shipnments. BLS serves a broad range
of logistics clients, ranging from Fortune 100 conpanies to
smal | and nedi um si zed conpani es, where the client represents
a variety of industries such as chem cals, autonotive, food
and beverage, electronics and retail . ®

3- Vendor consolidation service: This is another unique

service inplenented by forwarders as a neans by which to
strengthen their custonmer portfolio and sales activities. As
the worl d' s econony devel ops gl obally, conpanies and

i ndi vidual s can now transmt information around the world
using the latest technol ogical equi pnent. However, it is still
difficult to determ ne exactly when an overseas order will be

ready to ship to the United States.® As conpani es have begun

2 ACS "Logistics, Transportation Services," 1999 avail abl e
fromlnternet Explorer 5.0 @
http://ww. acsl ogi stics.conf services/transportation. ht m #bl s

®3 Toby B. Gool ey, Vendor Consolidation Services Bridge the
Gaps, Traffic Managenent, Nov 1995 v34 nll p59A(3)
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to treat inporting as one segnent of the supply chain --

rather than nerely an isolated activity -- a continuous flow
of information has becone absolutely vital. Hence, sone
inporters have found a way to satisfy their need for
information, as well as help themtake control of shipnents
before they even | eave the factory and according to the
director of sales in an international conmpany, the key to
success for those conmpanies is to tie the inport process into
their domestic |ogistics system® Wthout that capability,
conpani es end up nmaki ng donestic distribution decisions after
mer chandi se has arrived. That al nost guarantees inefficient
use of warehouse space, order backlogs, |ate deliveries, and
plenty of last-mnute crises. To make that connection between
international and donmestic distribution, nore inporters have
teamed up with | ogistics-managenent conpanies that track
expedite, consolidate, and ship nerchandise at both origin and
destination, providing detailed information all along the way.
These conpanies -- known as vendor consolidation services --
may be affiliated with ocean carriers, freight forwarders, or
custons brokers or they may be separate, independent firns.
They generally are referred to as consolidators, and although

t hey do consolidate freight on behalf of inporters, today they

%4 | bi d.
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offer their custonmers many other services. In the vendor
consol i dation service concept consolidators work on behal f of
a buyer in the United States, consolidating shipnments from
mul ti pl e vendors, packing themin containers, and shipping
themto the buyer's distribution centers or even to the
buyer's custoner.

One of the revolutionary aspects of vendor consolidation
services is that they performmany of the tasks associ ated
with transportation-service providers, but they provide
information in a way that is relevant to inporting rather than
to transportation. Inporters want to be able to track their
order and shipnent in every case; because of that feature,
this systemallows inporters to follow purchase orders fromA
to Z just like in supply chain managenent.

4- Third Party Logistics Solutions and Cost Savings

Services: These services provide a commtnent to help clients
mnimze freight costs, with many of their fees being tied
directly to the substantiated client savings that they
generate. In essence, they nmake noney by saving the custoners
nmoney by providing the foll ow ng services:

| - Reduction of Transportation Costs:

1. Di scount Negoti ations

% | bi d.
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Mode Sel ection
Consolidation/Distribution Studies
Shi ppi ng/ Recei vi ng
Departnent Studies
Private Fl eet Studies
Overcharge d ai ns Handling
Loss and Damage O aim
Handl i ng

CONS>GTAWN

I1- Traffic Monitoring Systens:

Gat hering and Correl ati on of Shipnment Data

Conmputer Generated Traffic Reports and Recap

Anal ysis of Traffic Patterns

Carrier Surveillance of Service Performnce Reports

o

I11- Prelimnary Traffic Studies:

Interviews with Sel ected Managenent Personnel
Quantitative Recap of Traffic Data
Qualitative Analysis of Traffic Patterns

Anal ysi s of Cost Reductions

Shi ppi ng/ Recei vi ng

Departnent Studies

Formal Reporting of Cbservations

Recommendat i ons®®

Nk~ wbE

I n today's business environnment one can readily observe
how new t echnol ogy has advanced along with the econom c and
social trends. As a result to this, now conpani es and
i ndi vidual s can transfer information around the world using

the | atest conputer and tel econmuni cations equi pnent. Anmong

° Traffic Managenent Services, "Profile", on-line available
fromlnternet Explorer 5.0 @http://ww.tns-al ma-
m . conml profile.htm




ot hers, shipping and forwarding industry has started taking
advant age of these advanced technol ogy and new tools.
Significantly, the power of conputers and Internet as well as
ot her advanced tools have already taken their places even in
the freight forwardi ng and shi ppi ng busi ness. These new tool s
al so have proved that they are here to stay as long as the

busi ness runs.

64
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CHAPTER 5
Cont enporary Applications of Information Technol ogy Systens

and Their Proven Positive Effects

I nformati on Technol ogy Systens (I T) and Managenent
I nformation Systens (M S) have becone gradually nore inportant
as el ectronics business and conputerization continues to
devel op. I ndeed, consuners have cone to appreciate the speed
of technol ogy along with the conveni ence of having the
conputers work for them Wen shipping -- one of the ol dest
busi nesses -- is conbined with the newest technology -- IT --
what transpires is the nost advanced applications ever
experienced in the transportation business. Shipping
activities are experiencing mllions of inportant data being
exchanged and transmtted at the speed of seconds because of
the coupling. Although it m ght sounds a bit conplicated, the
result is extraordinary. Being able to send and receive
crucial shipnment information is now as easy as a key stroke or
mouse click. Mreover, this great conveni ence has created so
many benefits to both exporters and inporters, as well as
retailers and consuners. It nmakes good busi ness sense, then,

t hat shippers want their domestic and international forwarders
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and | ogistics conpanies to have their own I T departnents

wor kabl e, reliable and profitable.

This chapter will denonstrate the benefits of MS and IT
Systens in the shipping and forwardi ng busi ness by show ng how
t hese systens help the | ogistics conmunity to increase their
sales. Since these nodern techni ques are being used by the
whol e shi pping industry, denonstration is going to be within
the follow ng sub categories. (A) freight forwarders, (B)

general logistics conpanies and carriers, (C retailers.

A. Freight Forwarders

Frei ght forwarders have already started using the
advanced technology in their industry. It did not happen only
voluntarily but also they have been forced by their custoners
to do so. Miintaining one's conpetitive edge through tinely
shi pping, while at the sane tinme being imersed within the
| ocal and gl obal marketplace while using new technol ogy not
only takes substance and endurance but al so an inherent
ability to see beyond tonorrow ¢ Establishing a company's firm
grip upon the many shi pping variables which are associ at ed
W th conpetitiveness is a challenge that forwarders w |l

i kely encounter with a m xture of eagerness, anxiety and

67 Andrew A. Greenstein, E-mail to author, Jan 2000.
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anticipation.® For instance, once any given custoner asks to

any forwarder to devel op an advanced shi pnent notification
system for cargo, which arrives at client's distribution
facility, the forwarder nust create a systemconplying with
this requirement at once. Wth only that kind of

under st andi ng, system and comm tnent can denonstrate that the
real partnership between forwarder and customer is
established. As in the exanple, given systemcan |et custoners
check shipnent/delivery status and contai ner contents down to
the SKU, color and style level, and then easily downl oad
reports into popul ar spreadsheet applications such as

M crosoft Excel.® In close collaboration with the forwarder,
custoner can begin creating its conputerized shipping system

whi ch can provide a near-seanl ess el ectronic data interchange

(EDI) link between the custoner's inport-information systens
and its production systens. The main goal is to obtain al
information pertaining to manufacturing and distribution in
one format and location. Particularly inportant with regard to

| ogi stics information technol ogy systens is the issue of

68 Heat her Todd, E-mail to author, Jan 2000

® ACS Logistics, MCC, 1999, on-line available from Internet
Explorer 5.0 @http://ww. acsl ogi stics. com MCC. ht n
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tineliness, a notion that is perhaps one of the nost

fundanent al drawbacks of businesses that rely upon I T systens
and MS technology. In order to stay current with the ever-
changi ng consuner market, forwarder's, and custoner's
| ogi stics informati on system nust be inplenented and manned by
those who are on the cutting edge of all industry objectives.’®
On the other hand, forwarders can seriously help their
clients to streanline the novenent of freight fromthe origin
country to final destination by inplenmenting sone innovative
prograns, which may attribute a great anmount of savings in
time and noney especially in just a few nonths. This can be
easily stated that saving of $150,000.00 in seven nonths is
not inpossible.’ Saving custoners time and noney is not al ways
the case. In sone cases, intentionally delaying shipnents in
order to maxim ze the efficiency of the custoners donestic
facilities also means great help to a forwarder's client.
Simlarly, by using the nodern techniques, freight
forwarders can also help their clients to save the total cost

of shipping as nmuch as 12% by helping their client's lead tine

% Heat her Todd, E-mail to author, Jan 2000

L ACS Logistics, MCC, 1999, on-line available from Internet
Explorer 5.0 @http://ww. acsl ogi stics. com MCC. ht n
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to significantly drop as nmuch as 50% as wel|. "

Third, as the need for third party | ogistics conpanies
has been accel erated their expertise in colsultancy and
t echnol ogy has becone crucial to their custoners. Their study
and research help the conpanies in both donestic and
i nternational business. Conducting a prelimnary traffic study
requi res a great understanding of custonmer's barriers, and
probl ens. The objective of this kind of fact-finding study is
to provide an independent eval uation of the conpany's physi cal
distribution segnent of their supply chain. Wth correct
approach and by using the right tools, traffic policy can be
devel oped and the excessive nunber of carriers can be reduced
to a nore appropriate level. By adding sone specific
monitoring systens in place; the conpanies can easily began
exercising control over all warehouse traffic; systematic cost
reductions can be in effect. In general, by using the right
sol utions, the conpanies can take control of their physi cal
di stribution systens, which suffer when they are negl ect ed.

Hiring these i ndependent |ogistics solution providers on an as

2 1 bi d.
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needed" basis, can give the conpanies the expertise, which

they seek while at the sanme time reducing the expenditures.
Most of the inport, export conpanies are concerned about
the rising cost of their logistics and they always desire to
design a cost reduction programfor their traffic. In these
conplicated | ogistics problens, only the specialist |ogistics
conpani es can effectively route this traffic by negotiating a
sui tabl e cost reduction programon custoner's behalf. In sonme
cases, based on the situations and variables, reducing the
nunber of carriers can increase the efficiency of the
war ehouse receiving activities. By this nethod, the personnel
can dedicate nore tinme to their main responsibilities, and
less tinme to waiting for unnecessary carriers throughout the
day. ™
An international shipper may be | ack of |ogistics
strategies to determ ne whether or not a shipnent is urgent
and worth extra freight charges. This happens when
transportation node is selected wongfully. To avoid such

problens, it can be helpful to increase (rather than decrease)

the nunber of carriers and this can lead to i ncreased

® Traffic Management Services, "Hi story", on-line avail able
fromlnternet Explorer 5.0 @http://ww.tns-al ma-
m . conml hi story. ht m

1 bi d.
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efficiency, better transportation service, and overall cost

reductions. In general, applications of all these nethods and
theories can easily result in a reduction of net freight costs
of over mllions of dollars.”

Delivery time has beconme one of the biggest problens of
the forwarders, and their clients. However, to nanage the
delivery time is not as difficult as it seens. It can be
achi eved when the proper nethods and theories are used. For
instance, in order to reduce delivery tine fromone week to
three days, there is only one theory, which stays on efficient

operations and services such as:

* Replenishing the central warehouse fromfactories to nore
proper | ocations.

* Proper receiving, identifying and handling of incom ng
pal |l eti zed products.

e Storage, stock control, co-packing of displays and
pronotional itens.

e Order handling, preparing pick route planning.

» Dispatching goods for distribution within the network or
di rect delivery.

* Long-di stance trucking.
* Final delivery via transshi pnent point.
« Accepting returned goods or custoner rejections.’®

> 1 bi d.

’® Danzas- Logi stics. Consunmer Sol ution, 1999, on-line avail able
fromlnternet Explorer 5.0 @ww. danzas.com units/cons.cfm
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One can readily observe that once these services are
establ i shed, reduction on the delivery tinme becones a nornal
result which is really priceless for the forwarders and their

custoners.

B. Ceneral Logistics Conpanies and Carriers

It is clearly realized that information technol ogy can
reduce operating costs for both shippers and carriers. Wth
paper - based systens, for exanple, a carrier nmay spend $1.25 to
generate and send an invoice.’” The shipper then incurs
adm nistrative costs in processing and storing copies of the
docunents. If the carrier sends the invoice via EDI, by
contrast, the cost drops below 10 cents per transaction.’® The
Internet could offer even greater savings by reducing reliance
on the third-party val ue-added networks required for
traditional EDI transactions.

O all the electronic services being offered, shipnent
tracking is the nost-frequently requested function. Visibility
of freight is extrenely inportant to the custoners of the

carriers. The trenendous i ncrease of new users to the Wrld

" Jim Thomas," Cyber carriers," Logistics Management &
Di stribution Report, 04/01/1999 Transportation Spotlight

8 | bi d.
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Wde Wb in the past few years has contributed to inproving
demand for electronic services. According to a survey
conducted by USF Hol | and of over 1,400 custonmers, it is made
very clear that over the couple of years, the Internet would
begin to replace the human interface between shi pper and
carrier.’ Mstly smaller custoners take advantage of our Wb
sites. Custoners who use the tracking capabilities, in many
cases get information quicker than sonme of the | arger
custoners that use traditional EDI . Internet nessaging al so
may suppl ant sone of the services provided by third-party

val ue- added network providers for EDI transactions, further
reduci ng transaction costs. It is now being planned to send
EDI transm ssions over the Internet. Custoners do not want to
pay a provider for every EDI transaction when it can be sent
over the Wb for free. In addition, Wb sites have becone an
effective neans to advertise to smaller custoners that woul d
traditionally use small-package carriers. Internet is another
medi um t hat gives custoners nore choi ces and reasons to do
business with the carriers who provide this service. Custoners
may request information based on a pro nunber, shipnent
nunber, bill-of-1ading nunber, a shipnment date, or other

i nformati on.

9 1 bi d.
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Internet is the nost visible technol ogy enpl oyed by

nmotor carriers. But carriers are using advanced technol ogy for
ot her aspects of their operations as well; for exanple
carriers use the information systemto build databases that
identify custonmers and their practices in a nunber of industry
segnents. Then they nmust be able | ook at an industry, identify
its characteristics, and then devel op services to match that

i ndustry's needs. The program nmay determ ne, for exanple, that
two or nore shippers are delivering loads to a single

consi gnee. By consolidating the shipnents into one trailer,

i nstead of making separate deliveries, carrier reduces its

costs and passes savings along to the customer as well . 8°

C. Retailers

Retailers who are growi ng rather quickly, by addi ng new
products to their line nmust use their superior |logistics
capabilities as a key part of their growmh strategy. Then,

t hey must devel op the kind of |ogistics capabilities that nmake
it easy for their custoners to do business with them A

steady, reliable supplier neans that their custonmers can bring

8 Jim Thomas," Cyber carriers," Logistics Management &
Di stribution Report, 04/01/1999 Transportation Spotlight
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i nventories way down, and spend nuch less tinme and energy on

managi ng supply.

Recently, the conputerization has noved fromthe
restriction of industry well into the mainstream of society,
providing a vast array of resources just a nouse click away
and one of the nost promsing of all -- for both vendor and
custoner -- is the concept of online retailing by way of
| nf or mati on Technol ogy Systens (1T).3 There is virtually
not hi ng that consuners cannot purchase fromthe Internet which
i ncl udes nunerous services and products such as online
banking, airline tickets, autonobiles, electronics, jewelry,
and even perishables |ike food, and fl owers.

As in any business, there are sonme criteria which applies
to this newy energed business as well:

"The protection of a business reliant on e-comerce

depends upon three elenents: 1) access to the Internet,

with the ability to reliably reroute traffic, (2) an
alternate site with the proper configuration of
peripherals, and (3) access to backed up data with the

ability to retrieve and restore it rapidly. Wen any
el ement is missing, the business is at risk."8?

81 Andrew A. Greenstein, E-mail to author, Jan 2000.

82 Di ane Laux, "Lack of preparedness raising enterprise-w de
vul nerability (of conputer networks)," Enterprise Systens
Journal , vol. 13, (1998): June, pp. 38(3).
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The nost inportant advantage of the online retailing

wth IT systemis the convenience wth which the nmerchant can
reach out to the consuners 24 hours a day, and 7 days a week,
where the retailer set up a shop in a location that everyone
wor | dw de can easily access, noreover no longer is tinme or

| ocation a barrier when it conmes to finding one's niche

mar ket .

Est abl i shing thensel ves in the | ogistics business,
retailers nmust recognize the critical inportance of each and
every detail associated wth the conpany's product
distribution. If the process of distribution works well, it
al so hel ps keep costs down for the conpany, which in turn is
passed along to the consuner. In order to nmake the nost
profitabl e busi ness decisions, today's nodern conpani es mnust
be able to respond to their custoners' needs in real-tine,
changi ng their processes and service delivery nmechani sns as
the market and their custoners' needs change.

It can then be argued that even though the initial
econom c outlay mght be a bit overwhelmng, the fact that
| ogi stics information systens wll effectively serve to |aunch
the retailers even further into the nucleus of their industry.

Fundanmental | y, the basis of such retail distribution

systemw || be such that custonmers wll require the |ogistics
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informati on system Then |ogistics information system becones

an even nore integral conponent with regard to the conpany's
overall ability to neet the extensive denmands.

Vi sualizing and then inplenenting the various el enments of
| ogi stics informati on system may be the nost chall engi ng
aspect of the entire procedure for the sinple reason that
there will be a significantly nuch nore conpetition to dea
with than ever before. Mreover, only the contenporary tolls
and information systens can be hel pful to survive.

Pl ease refer to Appendi x for nore proven positive effects

of Information Technol ogy systens on page 79.
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CHAPTER 6

Concl usi on

The purpose of this thesis was to explore the new
transactions involved in nodern freight forwardi ng industry,
effectively exploring the various types of contenporary
services available for a freight forwarder

Many observers believe freight forwarders are being
forced to abandon their traditional and conventional services
i n exchange for nore contenporary and newer roles in global
| ogi stics operations. In order to be conpetitive and to
survive, freight forwarders have no other choice but to follow
this trend. In fact, many frei ght forwarders have already
moved into new informati on and | ogi stics nmanagenent,
war ehousi ng and consul tant services. Clearly, the shipping
i ndustry's objective is not to nerely nove cargo but to al so
move its information, as well. In essence, the conponents of
the logistics information systemare inportant to the
forwarder's overall success, inasmuch as they will help to
construct a new vision that will, thereby, enable the conpany

to handl e the future demand of its custoners.
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Furthernmore, with the new m !l enni um upon us, conputers

and digital technol ogy have already assuned their inportant
roles in both the conmmuni cation and el ectronic industries, as
well as in the shipping and forwardi ng busi ness. Al so proven
is the fact that such new and contenporary applications can
save the conpanies significant tinme and noney.

Computers and Internet have been the part of one's daily
life. Being that literally hundreds of possible custoners are
no nore than a nouse click away, even sone of the |arger
conpanies mght find it difficult to keep up with consumner
demand. Additionally, electronic comrerce all ows business
transactions to occur around the clock. This enpowers
custoners to conduct business with the forwarder's
conveni ence. Even nyriad conpani es have taken the opportunity
to display their wares upon the Internet as a neans by which
to boost sales and reach otherw se unattainabl e markets.
However, this could not be so readily acconplished w thout the
cooperation of shippers and forwarders who transport the
products to consumners.

There's a growing recognition in the shippi ng business
that an inproved flow of information and the ability to react
to a changi ng supply and demand situation is necessary in

order to be a leading forwarder. This naturally requires close
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coordination wth other service providers and carriers in the

fulfillment of a custoner's urgent order.

In short, the suggested goal nust be electronically
linking the entire sales, production, and delivery process
into one seam ess flow of information across national borders
and tinme zones. Having a global view of |ogistic novenents
enabl es better decision making, reduces costs while providing
the neans for sharing information anong tradi ng partners. This
type of visibility and coll aboration provides bottomline
benefits along with an inproved ability to react to custoner
requi rements. %

Mor eover, much of the Internet's appeal is its
accessibility to large and small shippers alike. For the price
of a personal conputer, a nodem and an Internet connection,
the smal | est shipper may schedul e pi ckups, trace and track
shi pnments, and take advantage of other el ectronic services.
Therefore any entity involved with the international or
donestic shipping and forwarding is highly suggested to use
t he power of Internet as mush as possible.

However, in this new cycle, one should not turnover ful

8 Steven Rabin, "Logistics in the 215 Century", Electronic
Commerce World, June 17, 1999 p41-42
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control to new digital technology and that the systens have

to be controlled in a daily manner. The human el enent can very
wel|l prove to be the one singular drawback to the entire
operation, inasnmuch as there will be that much nore potenti al
for things to go wong. For instance, a shipper who use
generic bills of lading | ocated on any given carriers' Wb
site nust be extrenely careful. Indeed, it nust be taken into
consideration that, the bills or other docunents on carrier
Web sites are created by carriers and may contain information
that nmay differ fromwhat the shipper expects. This is the
mai n reason why it is strictly suggested that one nust review
el ectroni c docunents as carefully as review ng regul ar paper
docunents.

I n conclusion, conputerization and Information Technol ogy
have now beconme a crucial part of the freight forwarding
i ndustry. Hence, only by coupling information technol ogy and
forwardi ng can the nodern freight forwarder progress to new
achi evenents in the market. Thus, conpanies who are able to
t ake advantage of the potential of conmputerization wll

definitely thrive in the near future.
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Appendi x

"S&S Wor| dwi de decided to inplenent a bar code based
radi o frequency warehouse managenent system Wth the

W rel ess warehouse system inventory accuracy has reached
95% and i nstead of a four-day turnaround under the old
system S&S ships orders conplete in 48 hours. Phoeni x
Big &Tall had an objective to elimnate erroneous

shi pnments. They automated the order verification process.
By bar coding they reduced their pick/pack time by 35%
The RF scanners have cut the tinme and work force required
for inventories by 50% The Perfect Fit conpany has

devel oped a showcase of automated warehouse managenent
technol ogi es that includes bar code-based receiving, put
away inventory application, shipnent verification and

| abeling, and finally ED used for receiving purchase

orders as well as transmitting advance ship notices."?

8 Debra Navas, "Technol ogy In The Warehouse", Operations &
Ful fill ment Novenber/ Decenber 1996 p44-46
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