





Today’s session will focus on how information technologies can
be used to improve logistics and to “transform” the transportation
industry.

Just a half century ago, the few large-scale computers in
businesses performed back-office tasks like payrolls and accounting.
Today computers of all sizes are the mainstay of almost all production
and service industries. Most workers use a computer at work and are
increasingly using them at home for on-line shopping and other
transactions. Many industries are ordering machinery, raw materials
and other goods on-line, using increasingly complex computer-based
exchanges to manage the process.

The “Dotconomy” — based on real-time transactions and door-to-
door overnight delivery — is now a driving force behind the prosperity --
both in the U.S. and globally. While the Internet has primarily been a
positive -- particularly for the consumer -- it has also brought with it

new coordination and logistics challenges for industry.
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Companies — from toy marketers to automakers -- are expected to
deliver the goods at “Web speed.” Carriers specializing in the delivery
of goods ordered via the Internet should expect heavy volumes again
this fall as e-commerce continues to surge. Analysts reporting in the
new quarterly e-Commerce Scorecard expect consumers' total e-
commerce expenditures to reach $40 billion for the year.

Being able to deliver what the customer orders on time and intact
is key, and carriers and shippers who understand this will be
competitive in today’s global marketplace. Companies can’t simply put
a product on the truck and not worry about it. As we’ve seen with some
dot.com companies, you can’t survive if you can’t deliver. And you
need to think through how the customer returns the shirt that doesn’t fit

or the book that wasn’t what he or she expected.
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As we move further into the digital age, there will likely be
pressures for infrastructure investment to build more and larger runways
or expand the highway network. But, a less expensive and time-
consuming answer to the e-commerce boom is technology --
information technology integrated into Intelligent Transportation
Technologies.

Technology-savvy transportation companies are using the Web to
provide their customers with real-time rate quotes, order management,
and shipment tracking information. We’re seeing transportation and
manufacturing companies forming joint ventures with companies across
the globe to help them deliver the goods to customers faster and more

efficiently.
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For example, Ryder System, Inc., a global leader in logistics and
transportation management, two weeks ago announced a joint venture
with Toyota Tsusho America and its parent corporation in Japan. The
venture will focus on Toyota and other Japanese auto companies at first,
with plans to offer services in global transportation management,
distribution management and supply chain logistics and design.

We’re seeing more airline company alliances forming around e-
commerce and cargo delivery. Ocean carriers are increasingly using
web-based systems to streamline business transactions, including
shipment tracing and self-service options.

Recent alliances, such as the proposal for linking FedEx and the
USPS, take advantage of special abilities of each partner to serve

elements of the total transportation network.
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Three decades ago, corporations began re-engineering the supply-
chain process to achieve just-in-time (JIT) inventory-control that cut
costs, increased speed and boosted overall productivity.

Japan has been a leader in the inventory control and logistics
arena, and American companies adopted many of the inventory and
logistics technologies and methods from Japan after studying their
success in the auto industry.

With the continuing growth of e-commerce, the business
community is taking positive steps to ensure that the logistics of moving
goods is increasingly efficient and productive. The four-year-old
Supply Chain Council -- with more than 700 member companies and
headquartered in Pittsburgh, Pennsylvania -- wants to create a standard
to improve supply chain processes among manufacturers, suppliers,
distributors, and retailers. Its members include manufacturers, software
vendors, logistics service providers, consultants, researchers, and
universities. (Information on the council and its activities can be found

at its Web site, www.supply-chain.org.)
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www.supply-chain.org

How will this new electronic economy change the way we move
goods, and what are the potential environmental impacts? What is
government’s underlying role with regard to the Internet and the digital
economy? These are fundamental questions that deserve some
exploration because the issues are so important to current and future
generations.

Transportation is a key link in the E-commerce chain, and I
believe that one of government’s important roles is to gather data about
potential impacts so that we can better prepare for future investment in
and planning for public infrastructure.

The Future of Transportation Logistics

Many in the transportation community can envision a future in
which information and other technology makes it possible for the
customer to track products or goods from the point of origin, on the
ship, to the dock, to the train or truck, and to the final destination. The
research community has played and should continue to play an

important role in achieving this vision.
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The Department of Transportation is strongly encouraging the
transportation industry to continue to find ways to make transportation
intermodal and truly seamless as well as safer. We believe that together
-- with technological and human innovation -- we can create a
transportation system that will meet the demands of this new century.

Businesses are increasingly using the Internet to improve
efficiency, and this has, I believe, made our transportation sector more
competitive and dynamic. Firms are moving their supply networks and
sales channels on-line and participating in the on-line marketplaces.
Freight companies are teaming up with software developers.

As more and more countries get connected, we’ll see even more
growth. Global electronic commerce could be worth $7 trillion to the
global economy by 2004. (Source: White House Website document,

source quoted: Industry Standard, Feb. 21, 2000)
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Remarks prepared for
Deputy Secretary of Transportation Mortimer Downey
for Delivery during the

7™ Annual Conference on U.S.-Japan Cooperation
in Transportation
Breakthroughs in Logistics: Transforming the Transportation
Industry Through the Latest Information Technologies
The Washington Monarch Hotel Ballroom I
Wednesday, December 5, 2000, 3 pm

Thank you, Mr. Doi (Katsuji Doi, President, Japan International
Transport Institute or JITI), for the gracious introduction.
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fortunate to work with the Japanese Ministry of Transport to encourage
A
innovation and technological advancement in the field of transportation
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Last February, P‘resrd@nt Doi and a number of us attended the 6™
Plenary Meeting of U.S.-Japan Transportation Experts in Los Angeles.
Following that meeting, we invited your representatives to participate in

a three-day workshop on transportation accessibility, bus rapid transit

and Intelligent Transportation Systems (ITS) in Honolulu, Hawaii, N
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V\ghile the beautiful weather was difficult to ignore, we learned a
l;otfrg(n; each other during those sessions and increased the scope of
future U.S.-Japan cooperation. In addition to transit and rail
technologies, we will be exchanging information in the areas of
emergenéy response, earthquake disaster prevention and fuel cell
applications.

We look forward to continuing our cooperation in transportation
science and technology with Japan, which we believe will benefit the
citizens of both nations.
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Today,=we will focus on how information technologies can be used

to improve logistics and to “transform” the transportation industry.
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The “Dotconomy” — based on real-time transactions and door-to-
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door overnight delivery — is now a driving force behind U.S. and globalﬁﬁr

A
-economic prosperity. While the Internet has primarily been a positive,
particularly for the consumer, it has also brought with it new
coordination and logistics challenges for industry. Companies — from
toy marketers to automakers -- are expected to deliver the goods at “Web
speed.”

Carriers specializing in the delivery of goods ordered via the
Internet should expect heavy volumes again this fall as e-commerce
continues to surge. Analysts reporting in the new quarterly e-Commerce
Scorecard expect consumers' total e-commerce expenditures to reach
$40 billion for the year.

Being able to deliver what the customer orders on time and in:\sact
is key, and carriers and shippers who understand this will be competitive
in today’s global marketplace. Companies can’t simply put a product on

the truck and not worry about it. As we’ve seen with some dot.com
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process to achieve just-in-time (JIT) inventory-control that cuts costs - ”&""’

and increases speed and asset productivity.
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that the logistics of moving e-commerce goods is increasingly efficient %qﬁz -

I think the business community is taking positive steps to ensure
and productive. The four-year-old Supply Chain Council -- with more f:%%““x
than 700 membér companies and headquartered in Pittsburgh,
Pennsylvania -- wants to create a’standard/fto improve supply chain
processes among manufacturers, suppliers, distributors, and retailers. " Its
members include manufacturers, software vendors, logistics service
providers, consultants, researchers, and universities. (Information on the
council and its activitiesvcan be found at its Web site, www.supply-
chain.org.)

How will this new electronic economy change the way we move
goods, and what are the potential environmental impacts? What is

government’s underlying role with regard to the Internet and the digital
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economy? These are all-geod questions that deserve some exploration

because the issues are so important to current and future generations.
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Conclusion

The forces that elevated the Web to the center stage of the global
commercial transactions have been enabled by powerful communication
and information networks. We have only begun to understand the
transportation and economic irhpacts of the immense cababilities offered
by the new IT systems and the Web.

E-commerce growth and prosperity are closely tied to the viability
of the global transportation network. Government’s role is to develop a
better understanding of how e-commerce is impacting transportation
demand, highway capacity, urban bottlenecks, intermodal market share,
and the environment.

It’s apparent that the United States will rely increasingly on
technology — including information technology — to make transportation
safer and more efficient. And government will continue to have a role in
making these systems -- information and transportation -- safe, efficient

and accessible for all Americans.
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We’re seeing more airline company alliances forming around e-
commerce and cargo delivery. Ocean carriers are increasingly using

web-based systems to streamline business transactions, including
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Operations technologies in new ways. Supply chain logistics and the
Web have been integrated throughout our business sector. Market-
driven progress toward integration of the wireless, PC, speech, voice and
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Remarks prepared for
Deputy Secretary of Transportation Mortimer Downey
for Delivery during the

7% Annual Conference on U.S.-Japan Cooperation
in Transportation
Breakthroughs in Logistics: Transforming the Transportation Industry Through
the Latest Information Technologies
The Washington Monarch Hotel Ballroom I
Tuesday, December 5, 2000, 3 pm

Thank you, Mr. Doi (Katsuji Doi, President, Japan International
Transport Institute or JITT), for the gracious introduction.

Over the past several years the Department of Transportation has
been fortunate to work with the Japanese Ministry of Transport in a
number of ways, but particularly to encourage innovation and
technological advancement in the field of transportation.

Last February, Mr. Doi and a number of DOT representatives
attended the 6™ Plenary Meeting of U.S.-Japan Transportation Experts in
Los Angeles. Following that meeting, we invited participants to join us
in a three-day workshop on transportation accessibility, bus rapid transit
and Intelligent Transportation Systems (ITS) in Honolulu, Hawaii,
which I was privileged to attend.

While the beautiful weather was difficult to ignore, we learned a
great deal from each other during those sessions and increased the scope
of future U.S.-Japan cooperation. In addition to transit and rail
technologies, we will be exchanging information in the areas of
emergency response, earthquake disaster prevention and fuel cell
applications.
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We look forward to continuing our cooperation in transportation
science and technology with Japan, which we believe will benefit the
citizens of both nations.

Today’s session will focus on how information technologies can be
used to improve logistics and to “transform” the transportation industry.

Just a half century ago, the few large-scale computers in businesses
performed back-office tasks like payrolls and accounting. Today
computers of all sizes are the mainstay of almost all production and
service industries. Most workers use a computer at work and are
increasingly using them at home for on-line shopping and other
transactions. Many industries are ordering machinery, raw materials and
other goods on-line, using increasingly complex computer-based
exchanges to manage the process.

The “Dotconomy” — based on real-time transactions and door-to-
door overnight delivery — is now a driving force behind the prosperity --
both in the U.S. and globally. While the Internet has primarily been a
positive -- particularly for the consumer -- it has also brought with it new
coordination and logistics challenges for industry.

Companies — from toy marketers to automakers -- are expected to
deliver the goods at “Web speed.” Carriers specializing in the delivery
of goods ordered via the Internet should expect heavy volumes again this
fall as e-commerce continues to surge. Analysts reporting in the new
quarterly e-Commerce Scorecard expect consumers' total e-commerce
expenditures to reach $40 billion for the year.

Being able to deliver what the customer orders on time and intact
is key, and carriers and shippers who understand this will be competitive
in today’s global marketplace. Companies can’t simply put a product on
the truck and not worry about it. As we’ve seen with some dot.com
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companies, you can’t survive if you can’t deliver. And you need to
think through how the customer returns the shirt that doesn’t fit or the
book that wasn’t what he or she expected.

As we move further into the digital age, there will likely be
pressures for infrastructure investment to build more and larger runways
or expand the highway network. But, a less expensive and time-
consuming answer to the e-commerce boom is technology -- information
technology integrated into Intelligent Transportation Technologies.

Technology-savvy transportation companies are using the Web to
provide their customers with real-time rate quotes, order management,
and shipment tracking information. We’re seeing transportation and
manufacturing companies forming joint ventures with companies across
the globe to help them deliver the goods to customers faster and more
efficiently.

For example, Ryder System, Inc., a global leader in logistics and
transportation management, two weeks ago announced a joint venture
with Toyota Tsusho America and its parent corporation in Japan. The
venture will focus on Toyota and other Japanese auto companies at first,
with plans to offer services in global transportation management,
distribution management and supply chain logistics and design.

We’re seeing more airline company alliances forming around e-
commerce and cargo delivery. Ocean carriers are increasingly using
web-based systems to streamline business transactions, including
shipment tracing and self-service options.

Recent alliances, such as the proposal for linking FedEx and the

USPS, take advantage of special abilities of each partner to serve
elements of the total transportation network.
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distributors, and retailers. Its members include manufacturers, software
vendors, logistics service providers, consultants, researchers, and
universities. (Information on the council and its activities can be found at
its Web site, www.supply-chain.org.)

How will this new electronic economy change the way we move
goods, and what are the potential environmental impacts? What is
government’s underlying role with regard to the Internet and the digital
economy? These are fundamental questions that deserve some
exploration because the issues are so important to current and future
generations.

Transportation is a key link in the E-commerce chain, and I believe
that one of government’s important roles is to gather data about potential
impacts so that we can better prepare for future investment in and
planning for public infrastructure.

The Future of Transportation Logistics

Many in the transportation community can envision a future in
which information and other technology makes it possible for the
customer to track products or goods from the point of origin, on the ship,
to the dock, to the train or truck, and to the final destination. The
research community has played and should continue to play an
important role in achieving this vision.

The Department of Transportation is strongly encouraging the
transportation industry to continue to find ways to make transportation
intermodal and truly seamless as well as safer. We believe that together
-- with technological and human innovation -- we can create a
transportation system that will meet the demands of this new century.
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Remarks prepared for
Deputy Secretary of Transportation Mortimer L. Downey
for Delivery during the
Journal of Commerce Newsmaker Series
Shipping Review and Outlook 2001
Perspectives of 21* Century Newsmakers . . . What’s Next? —
Behind the Headlines: Catalysts of Change
Loews New York Hotel
(General Session Ballroom)
569 Lexington Avenue
New York, NY
Thursday, December 7, 2000
9:30 am
Thank you, Bill (Ralph, President & Publisher, Journal of
Commerce Group), and good morning. It’s an honor to be here to talk
with you about how your companies can continue to deliver the goods —

from cars and electronics to energy and food -- to the customer safely

and efficiently in our increasingly fast-paced digital economy.
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Among the landside infrastructure inadequacies faced by such
historic ports, two stand out:

. At least half of all ports, and nearly 2/3 of container ports, have
growing traffic congestion on the truck routes that serve them; and,

. Many ports report that rail lines serving their facilities have at-
grade crossings on local streets which pose a safety hazard, impede
efficient access of trains to port terminals, and tie up traffic on
local streets.

The good news is that we have a plan -- a comprehensive assessment

completed last year with strong participation from our private sector

partners entitled, An Assessment of the U.S. Marine Transportation

System. This effort is probably the most comprehensive look yet taken

at waterborne commerce — its importance, its challenges, and its future.

The entire Assessment is available on-line at http://www.dot.gov/mts.
The Assessment noted that as foreign trade continues to grow, U.S.

ports face three significant problems,:

. Ports must seek new financial resources for expansion and
deepening projects to accommodate the new generation of bigger,
faster cargo ships;

. Environmental concerns about port expansion must be addressed;

*  Maintenance and landside connections must be improved.
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¢ The re-capitalization of the Coast Guard’s Deepwater capability is a
near-term national priority.
Deepwater Modernization — 21* Century Priority
The United States -- and the U.S. Coast Guard -- clearly face a
variety of maritime challenges in the future. These challenges include:
maritime security threats such as illegal migration and contraband
smuggiing; resource protection threats involving both living and
non-living marine resources; weapons of mass destruction and terrorist
activities; continued U.S. support of U.N. sponsored sanctions and
security operations; and the security, defense, and resource protection
implications of the U.N. Convention on the Law of the Sea.
National policy for the Coast Guard, and today's capitalization
decisions that are derived from that policy, must enable tomorrow's Coast
Guard to adapt to future realities. A key means of essential and sustained
Coast Guard performance -- one of the Task Force’s major conclusions --

is modernization of the Coast Guard’s Deepwater assets.
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