MULTIMODAL TRANSPORTATION - EFFORTS TO
MAKE IT HAPPEN IN BRAZIL

by

Anna Paola Alleone Luksevicius
Agencia Nacional de Transportes Terrestres ANTT/SUROC/GERET
E-mail: anna.paola@antt.gov.br

Internatrona Journal of '_‘
Business and Economics r—‘

nnnnnnnnnnnnnnnnnnnn _’/JBE 53






MULTIMODAL TRANSPORTATION - EFFORTS TO
MAKE IT HAPPEN IN BRAZIL

by

Anna Paola Alleone Luksevicius
Agencia Nacional de Transportes Terrestres ANTT/SUROC/GERET
E-mail: anna.paola@antt.gov.br

1. Introduction and objectives

A trading opportunity arises when the right product can be found, at the right place
and time at competitive prices. For this, four basic activities should be performed: production,
storage, transportation and marketing.

In all these activities, there is a strong involvement of the transport associated costs.
These costs can be direct, including the price paid for the transport services provided by any
facility of transfer and storage, and indirect, such as the financial impact of inventory
maintenance and insurance. Additionally, there are the costs associated with management of
the handling of goods (such as order processing and cargo tracking).

An efficient transport is essential for the logistics. Logistics is the management of the
flow of goods and services between the point of origin and the point of consumption in order
to meet the requirements of customers. Trade and transport are closely related to international
trade corridors. A trade corridor consists of: customs, financial and commercial practices;
government requirements; equipments, infrastructure and the process actors, interacting to
produce a country exports and imports.

The government requirements reflect the government policies in the form of laws,
regulations and ratified international conventions applicable to international transactions. The
actors include commercial parties that provide services for: organizing the physical
movement of goods from production to consumption, using the existing infrastructure,
implement financial and commercial practices and customs to meet the government
requirements.

The objective of this paper is to correlate the government requirements to other
elements of the chain, in order to understand the need of implementing the Multimodal
Transport. To reach the objective we made a literature review, using all the references
available in Brazil literature. We collected acts, papers and so many documents that can
provide us with a state-of-the-art. As result we can say that Multimodal Transport depends on
the efficient use their capacity and on combinations more economic energetically. To allow
gains of scale in international negotiations, make better use of infrastructure to support
activities and reduce costs for small and medium businesses, Multimodal Transport should be
promoted in Brazil as soon as possible, removing legal barriers and permitting the necessary
investments in transportation infrastructure.
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2. Definitions and concepts

Initially, Segmented Transport and Multimodal Transport must be carefully defined.
Although both use a streamlined logistical structure, there is a huge difference when it comes
to the carrier's liability.

AccordingtoKEEDI,Segmented Transportation,sometimescalled Intermodal Transport,
includes the issue of individual documents for each modal and for each logistics support
activity, such as warehousing, unitizing, spawning, among others. The emission of more than
one transport document characterizes not only the increase in bureaucratic activity, but
mainly defines the responsibilities of each actor. In other words, each transport mode, as well
as each support activity, takes responsibility for an specific part of the chain. Therefore, in
case of cargo damage, the shipper may use the right of return against those who caused the
damage.

In the Multimodal Transport, according to the United Nations Convention for the
Multimodal Transportation of Goods (2), the Multimodal Transport is the one that uses at
least two modes of transport, based on a Multimodal Transport Contract, from the place
where the goods are taken under the responsibility of a Multimodal Transport Operator -
MTO, to the place designated for delivery.

The MTO is defined as the person who, by its own mean or through another person
acting under his custody, holds the contract of Multimodal Transport, acting as principal,
accepting full responsibility for the task stated in the carriage contract.

3. Methodology

The method of this work will be qualitative, based on the observation of the
environmental aspects and the literature review related with multimodal regulation, with aid
of interviews with the technicians in Multimodal transport. Like this, we may consider the
paper as descriptive according with Vergara (2004) definition: "is research that exposes
certain features population or certain phenomenon " and as to the means , and bibliographic
documentary as it is a study systematized and developed based on material published books,
magazines, newspapers and electronic networks. As a reference methodological case study,
based on the support of dynamic conception of reality, emphasizing practical experience and
contextual analysis. In this research, therefore, aims to explain how it will impact the
implementation of multimodal transport in Brazil comparing with the international expertise.

4. Multimodal Transport Advantages

In general, logistics represents a differential for competition among companies and
countries, aiming costs reduction and productivity gains. In this context, multimodal transport
acquires much more significance. The definition and rationalization of logistic alternatives,
points to the full review of the transport system practice: door-to-door, jointly and not
fragmented.

Companies which are not able to reach the multimodal competitive advantages,
usually choose business terms such as CIF (Cost, Insurance and Freight) and FOB (Free on
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board), which include the responsibility for hiring only part of the operation logistics
activities. The use of more appropriate terms such as DDU (Delivered Duty Unpaid) and
DAP (Delivered at Place), would allow these companies to negotiate discounts achieved only
by the international transport.

In the arrangement and organization of transport within the logistics activity, several
options become viable. According to UNCTAD - United Nations Conference on Trade and
Development (UNCTAD, 1996), and the evolution of the subject has led to an increase
standardization of definitions, forms of relation from transportation are:

a. Unimodal transport: The transport of goods or people for a mode of transport by one
or more carriers, or

b. Intermodal Transport: the transport of goods or persons by various modes of transport.
Depending on how the responsibility for the entire transport chain is broken, we have:

» Segmented Transportation: If, in the organization of the entire transport chain, even
with only an actor organizing the whole logistic chain, each carrier assumes responsibility
only for the portion that he performs, or

* Multimodal Transport: if, in the organization of the entire transport chain, a single
carrier (whether or not the owner of the transport vehicle) assumes responsibility for any
drive door to door, including other logistics activities.

Importantly, the integration between transport modes can occur in one or more
subsystems that compose them (via vehicle, be - terminals and controls), or can occur in an
operational, physical or documentary.

When a shipper selects a transport option, it should be borne in mind that the supply
shuttle assume various forms of liability, the two main ones are:

a. As Principal: one that accepts the responsibility for a specific transport task, this can
be the main conveyor ownership of the vehicle or be a carrier without vehicle (Non
Vessel Operator Common Carrier - NOVOCC).

b. As Agent: one agent acting on behalf of another person. It is often called the agent
loads, especially one that consolidates loads for a single shipment as cargo
consolidators (Freight-forwarders).

When the goods are marketed physically moved from the premises of the seller until
the buyer responsibility for this movement must be attributed to one party or trade should be
divided by two. In general, neither the seller nor the buyer, made the transport operation.

They generally will engage a third (third party) to perform the operation. This third-
jailed on felony charge must be watered by the operation (or part thereof) as principal and
will respond by assets under custody (with li-mites from liability established by any
applicable law).

Alternatively, the third can be in charge of — as agent and will only be responsible for
mediating the hiring of transport. The agent does not agree to carry the load on their cost —
day, it only organizes the transport operation and, moreover, can not take responsibility for
any loss or damage to goods during transportation.
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According to Komarova, the advantages of hiring a MTO become clearer when
compared to other alternatives for performing the transport. For the company which operates
with owned fleet and equipment, it will bear full responsibility for the purchase of fleet,
maintenance, financing, staff training and necessary infrastructure to perform the logistics.

However, if a logistic operator is hired, either for segmented or Multimodal
Transport, it eliminates the need of investment and the logistics administrative activities can
be summarized to the specification and purchase of service. In other words, if a company
chooses to have its own logistics sector, the related operation costs are fully assumed by the
company. On the other hand, by hiring a multimodal logistics operator the costs are shared
with other MTO customers. The larger are cargo volume, the larger is the base for
apportionment of direct and indirect costs.

The differentiation of the multimodalism implemented by an MTO is precisely the
benefits that he promotes. In summary, some of these benefits are:

* more appropriate purchase and sale contracts;

* Better use of the capacity of our transportation matrix and

« utilization of more energy efficient mode combinations;

* Better use of information technologies;

* Negotiation gains of scale;

* Better use of the infrastructure for support activities such as storage and handling;
* Taking advantage of international experience either for transport and trade
bureaucratic procedures;

* Reduced overhead costs, among others.

5. Characteristics of modes of transportation

Railway transport is able to carry a large tonnage over long distances. Despite having
high fixed costs (due to the high cost of equipment and physical conditions required for
operation, such as exclusive lanes and courtyards of maneuvers), has low variable operating
costs. It is used when it is necessary to transport larger volumes of loads with low unit cost
and does not require rapid delivery. It is a transport capable of transporting large volumes of
cargo long distances at low cost, and it does not require urgent delivery. Need appropriate
facilities for loading and unloading wagons, can not be applied where it requires collection
and delivery point to point (lack of flexibility).

Road transport is flexibility flexible (capable of operating on any kind of road, as well
as being suitable for the handling of small loads over short distances). As Figure 2 road
transport: have low fixed costs and high variable costs. This is the more independent
transport (move enables wide variety of materials to any destination due to its flexibility, and
efficient for small orders); Used to shifts in short, medium or long distances, through
collection and delivery point to point.

Waterways modes is one of the oldest means of transport that exist. Its cost (operating
costs are low since the ships have a relatively high capacity, and fixed costs can be absorbed
by the large volumes of cargo transported). Divided into sea (uses vessels designed for use in
the oceans) and fluvial (river uses domestic shipping and navigation channels), it benefits
from the ability of waterways and river have to carry large volumes or tonnages, at a cost
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variable low is quite required when it is necessary to obtain low freight costs and when speed
is a secondary aspect.

Pipeline has a higher fixed costs and lower variable cost, and an efficient method for
moving liquid and gaseous products over long distances. Performs work virtually
uninterrupted since you only need to stop the transportation in case of maintenance or change
of the load. The main products that use the pipeline transportation: oil, natural gas,
manufactured chemicals (gasoline, kerosene, etc.), Dried and pulverized materials in bulk, as
well as sewer and water.

Finally, air transport is fast (speed of delivery when it comes to travel great distances).
In the case of shorter distances, this advantage is eliminated because much time is still spent
on the aircraft departures and arrivals terminals. For the other hand, is the most cost modal
(restricts the use of this mode to products that can effectively compensate their high costs,
according to the best level of service). Its main limitations are related to the size and weight
of the loads it carries.

When making a joint transportation with different modes of transport has multimodal
transport. This comes of cargo, by only one agent (company), through the combination of
different modes of transport such as road, air freight, rail, pipeline and waterways modes. The
name given to this is intermodal transport: includes the use of multiple modes of
transportation, but with the participation of several different agents for the handling of loads.
According to the UN Convention, the Multimodal Transport (MT Convention) the
responsibility of Operator Multimodal Transport - OTM for loss or damage to goods as well
as the delay between is based on the principle of "presumed lack or negligible people." This
means that the OTM is responsible for events that cause loss, damage or delay in delivery
during the period in which the goods see in their custody, unless he proves that the OTM, its
employees, agents or anyone who has made use of the service to perform the contract, has
taken all reasonable steps to avoid the occurrence and its consequences.

6. World regulation ratified in brazil

Traditionally, competition between modalities in transport systems has produced
disintegrated. Each mode has sought to explore their own advantages in terms of cost,
service, safety and reliability. The lack of integration between the modalities is still marked
by public policies that prevent companies are owners of different modalities or even taking
on the co-public power, their management and monopoly control.

It happens that the current demand is influenced by integrated transportation systems
that require maximum flexibility. As a result, the competition exists on several levels and
takesseveral dimensions. Arrangements can compete against each other, or be complementary
in terms of cost, accessibility, frequency, security, among others (RODRIGUES, 2003).

According to Law No. 9,611, of February 19, 1998: The Multimodal Transport Cargo

is one who, governed by a single contract, using two or more modes of transport from origin
to destination, and runs under the sole a Multimodal Transport Operator - OTM.
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The United Nations Conference on Trade and Development - UNCTAD, the United
Nations agency (ANTT in UNCTAD, 2006), researched the legal framework of the
Multimodal Transport in the World, as the following summary:

* Multimodal transport was officially defined in 1980 by the United Nations
International Convention for the Multimodal Transportation of goods held in Geneva, being
thus the first set of legal norms of international coverage that regulates the trans multimodal
size.

* The Geneva Convention of 1980 (United In Nations, 1980) established criteria
similar to the Hamburg Rules with respect to the responsibility of the shipping carrier. As a
result, it was not well accepted and has not been, to date, ratified by a enough number of
countries to allow their validity. To understand the low acceptance of the Geneva Convention
of 1980 is necessary to understand the differences tween liability regimes proposed and
adopted in the preparation of the Convention.

According to the UN Convention on the Carriage Multimodal Convention (MT) the
responsibility of Operator Multimodal Transport - OTM for loss or damage to goods as well
as the delay between is based on the principle of "alleged defect or negligible people” This
means that the OTM is responsible for events that cause loss, damage or delay in delivery
during the period in which the goods esti — see in their custody, unless he proves that the
OTM, its employees, agents or anyone who has made use of the service to perform the
contract, has taken all reasonable steps to avoid the occurrence and its consequences.

A key element to establish the responsibility OTM for loss or damage to the goods has
been the choice between systems "uniform" and "network" of responsibility (CLARKE,
2001):

a) in accordance with the Uniform System "uniform" the same liability regime applies to
all multimodal transport independently stage in which the loss or damage occurred.

b) Network according to the system in "network" the responsibility of the OTM by
localized damage (damage occurred is known for a particular stage of transport) is
determined with reference to the International Convention or National Law applicable
to unimodal stage during which the damage occurred.

¢) Modified Network Convention adopts the MT sys — ma responsibility "uniform" for
localized damage and not found. Except in cases of localized damage, the liability
limit is determined by reference to the Convention Inter — national legislation or
national law mandated that provides a higher limit of the respon — than that proposed
by the convention MT. This approach, which is not entirely "uniform" system is
known as "network changed" and is the same used in the making of the Brazilian
legislation for the Multimodal Transport.

The adoption of a system of responsibilities in transport should provide or not to
locate the damage to the goods. Thus, one may classify it as the possibility of the damage
location:

a) Located-say that the damage to the goods can be located is the same as saying that it
is possible to determine the mode of transport in which the damage was produced.

b) Not Found him not located or hidden damage is the same as saying that it is
impossible to deter — nar when the damage occurred. The preparatory work of the
Convention TM — examines the two were fundamentally different proposals regarding
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the relationship between the multi — modal transportation and basic unimodal
transport.

In 1998 the International Maritime Committee - WCC began work on a proposal for a
solution to the problem of international multimodal transport. Completed in 2001, the paper
discussed, Synthetic-mind the following points:

a) providing uniform rules in areas currently not cov — tions for an international regime;

b) establish a new regime of liability of the carrier;

¢) cover all segments of the transportation;

d) cover not only contracts evidenced by traditional documents, but also those executed
electronically.

Even with all the efforts of the UN, through the UNCTAD and UNCITRAL, there is
still a lack of an effective international agreement on multimodal transport. For this reason
some countries and / or groups of countries (blocs) have developed their pro — Pippen laws.
Table 1 presents the various international conventions on multimodal transport.

Several countries in South America joined the differing regional conventions, which
contains clauses that differ and, in addition, some established their own laws. All these legal
instruments have certain differences, which will probably cause large differences if all enter
into force at the same time.

According to the UN report, 27 June 2001 (United Nations, 2001):

The lack of an international legal framework acceptable to everyone, that has resulted
in intra-governmental bodies and individual governments have taken initiatives and enacted
laws intending to overtake the questions and problems that persist to date. Have been
expressed concern about the proliferation of individual legislation, with possible different
legal approaches that add more confusion and legal problems that already exist in the system
Multimodal Transport.

In Mercosur, the main document is in effect the "Agreement of Ouro Preto, 1994, or
Partial Scope Agreement for the Facilitation of Multimodal Transport of Goods", concluded
between member countries (Brazil, Argentina, Paraguay and Uruguay), in April 30, 1994
(also known as Trans — Agreement sized Multimodal International - Mercosur).

This agreement regulates the transport of goods by two or more modes under a
multimodal transport contract from a place located in a State Party, in which the operator
Transport Multimodal takes the goods in his custody, to another designated place for
delivery, relies in another State Party, comprising, in addition to transport, collection
services, unitization or cargo destined for storage, handling and delivery of cargo to the
consignee, covering the services that were hired between origin and destination, including the
consolidation and deconsolidation of loads. In general this agreement follows the Geneva
Convention of 1980 on multimodal transport and not set a limit uniform of responsibility
OTM.

Historically, carriers reduced their exposure to claims for damages, including, in their

Bills of Lading, all sorts of exemptions and limitations of liability. To avoid carriers’ abuses,
countries have celebrated conventions which established bases and limits of liability.
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Currently, the great diversity of laws and conventions which fix carriers liability for
each mode of transport is probably the biggest obstacle to the development of the Multimodal
Transport. According to the UN, a multimodal operation consists of several transport
modalities, such as, sea, road, rail or air. Each mode is subject of a convention or mandatory
national law. Table 1 below presents a summary of relevant international conventions by
modal:

Table 1 International Conventions Applicable to Unimodal Transport

Mode International Convention Applicable

- International Convention for the Unification of Certain Legal Rules
Related to the Maritime Bill of Lading, 1924 (Hague Rules).

- Protocol for Modification of the Hague Rules,1968(Hague/Visby Rules).

- Protocol for Modification of the Rules Hague / Visby, 1979.

- UN Convention for the Carriage of Goods by Sea, 1978 (Hamburg Rules)

- Rotterdam-Convention, 2010.

Maritime

Road | Convention for the Contract for International Carriage of Goods by Road (CMR)

- Unification of the Rules related to the International Carriage of Goods by Rail
Contract (CIM), Appendix B of the Convention related to the International
Carriage by Rail (COTIF), 1980.

- Protocol for Modification of the CIM-COTIF 1999.

Rail

- Convention for the Rules Unification related to International Carriage by Air
(Warsaw Convention), 1929.

Airway |- Hague Protocol, 1995.

- Montreal Protocol 4, 1975.

- Montreal Convention 1999.

inte

In any event, in the lack of a uniform liability system for multimodal transport, the
liability for each stage of transport is determined by the unimodal convention or national law
existing. Thus, the MTO liability for loss or damage of goods, may be different, depending
on the stage of transport where the loss occurred. The issue becomes even more complicated
if the place of loss or damage cannot be defined or occur gradually throughout the shipping
process.

According ZUIDWIIK, the diversity of bases and limits of liability and different
documents with different legal values, ultimately discourage any logistics operator to provide
a door to door service, passing through various different legal systems. This is not a big
problem for unimodal transport, but obviously becomes important when attempts are made to
combine the different modes of transport and inevitably, their different legal regimes in a
single transport operation ruled by a single contract. This statement can be seen in the
following example:

The example shows the transport of a container filled with leather from Goiés, Brazil
to Frankfurt, Germany. The container comes from a farm in Goias, it is sent by road to a Dry
Port, where it is shipped on the express train to the terminal of Vila Velha, in the city of
Vitoria, Brazil. From there, it is shipped to the port of Rotterdam in Holland. Once there, it is
sent by rail to an intermodal terminal in Cologne, Germany, and finally by road to Frankfurt.
Applying different rules to this container we have (Table 2):




Table 2 Legal Diversity in the Door-to-Door Transport

Transport Door-to-Door Applicable Law

Transport by truck in from Goias to dry port | deregulated

Railway from dryport to the port of Vitoria | Transport by Rail Regulation (TRR)

Transport by sea from Vitoria to Rotterdam | Hague / Visby Rules

Transport by rail from Rotterdam to Cologne | CIM/COTIF

Transport by road in Germany CMR

According to ZUIDWIJK the development of an integrated transport chain, which
resulted in the transport Intermodal / Multimodal, began with the perception of the shipper
owners that they could offer freight reductions by negotiating large volumes of cargo,
offering also a road leg before loading and after unloading for the maritime transport. Thus,
the shipper owner assumed the status of a cargo agent in the contract of transport by road; he
does not take any responsibility in case of claims for the non maritime legs though.

This service offered by the ship owners was promptly answered by the Freight-
Forwarders who, in addition to operating as an simple agent, also operated as a contracting
carrier. Under the U.S. law, the freight-forwarder ceases to belong to this category and
becomes a NVOCC (Non Vessel Operating Common Carrier).

To avoid losing market, ship owners have also adopted the same procedure. Thus the
Intermodal Transport service began to be offered. At first, these integrated transport occurred
under the most different conditions, producing a confusing legal situation. The lack of
uniformity caused difficulties for traders, insurance companies and banks.

For this reason, non-governmental entities have established more standardized rules.
The first attempt happened in 30s by the National Institute for the Unification of Private Law
(UNIDROIT). Finally, in 1975, the International Chamber of Commerce (ICC) published the
rules for combined transport documents (ICC Publication 298), which have voluntary
application and the parties began to universally use it in contracts covering the
origin/destination, including transport by sea and road.

Despite the ICC 298 have introduced more uniformity, these rules have not changed
the complicated scenario of multiple liabilities. Meanwhile, in 1973, the UN began to discuss
the subject. After years of deliberation, it was adopted the "United Nations Convention on
Multimodal Transport in 1980

In theory, the introduction of a uniform legal system would simplify the Multimodal
Transport. In practice, it didn't work, since very few countries have ratified it. The main
explanations why it was not fully applicable, relates primarily to insurance problems (UN,
1992). In theory, the MTO is legally responsible throughout the transportation chain, having
the right to claim against the subcontracted carriers. It is not always possible to claim against
a carrier based on the unimodal agreement thought. For example, the maritime carrier,
according to Hague/Visby Rules, is not liable for damages caused by navigation errors
(collision, grounding, etc.) and fire, which usually have huge proportions. In turn, the ship
owner may have a same vessel operated under two different liability regimes.
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TheUNCTAD(UN),alongwiththeICC,established newrules,based on the Hague/Visby
rules, which began to be used in January 1992. These rules are also voluntary between parties.

For a better understanding of the liability system and the divergent rules for
Multimodal Transport, will be described below, the two main regimes of responsibility that
can be applied to transport involving more than one transport modality:

- Uniform: according to the uniform system, the same regime, boundaries and periods
of responsibility are applied to every stage the Multimodal Transport, regardless of the stage
in which the loss or damage occurred.

- Network: according to the Network system the responsibility of the OTM for
localized damage (damage which is known to have occurred during a particular stage of the
transport) is determined with reference to the International Convention or national law
applicable to the stage during which the damage occurred.

In summary, some of the main barriers are related to insurance questions. These are
some of the reasons why in the world, it is not common to find a carrier which accepts a
contract of carriage under the conditions of the UN Convention of 1980, continuing to use the
combined transport / intermodal system.

7. Comparison between multimodal transport rules

Several countries in South America have joined to various regional conventions,
which contains different clauses, moreover, some have established their own laws. All these
legal instruments have certain differences, which will probably cause confusion if they all
become effective at the same time.

According to the UN report: "The lack of an acceptable international legal framework,
has resulted in initiatives and laws intended to override the doubts and problems that persist
to date. There are concern about the proliferation of individual laws, with possible different
legal approaches, which add more confusion and legal challenges to existing arrangements in
the Multimodal Transport. "Tables 3 and 4 present the laws and agreements for some
countries and economic regions.

Table 3 Multimodal Transport Agreements and International Conventions

Region Agreement Scope of Application
Dec1§10n331 of Mqrch4, 1993. Applies to all international multimodal transport
Andean Modified by Decision 393 of . . . .
. . contracts, if the location of collection or delivery of
Community | July 9, 1996: International oods by MTO is inside of a member state territo
Multimodal Transport. £ Y -
Partial Scope Agreement for The agreement apphes to contracts of Mulqmodal
e . Transport in which the place of collection or
Mercosul Facilitation of Multimodal . . ..
. . delivery of the goods by the MTO is located inside
Transportation, April 27,1995. .
a member state territory.
The agreement applies to contracts of multimodal
ALADI International Agreement on transport in which the place of collection or
Multimodal Transport delivery of cargo by the MTO, is located inside of
the territory of a signatory country.
Source: United Nations (2006)
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According to ZUIDWIJK, none of these Conventions are effective. The same author
believes that, instead of enacting laws on Multimodal Transport, countries should evaluate
the usefulness of a review of the unimodal transport legislation.

Good examples of Multimodal Transport regulation can be found in Germany and
USA. The Act of Reform of the Transport Law or the All Activities Transport Law, held in
Germany, applies to all sectors belonging to the multimodal chain. Germany did not invent
anything new to the Multimodal Transport, but has adapted all the rules of the chain into a
single law, which applies to both and International Multimodal Transport, simplified when
compared to the brazilian legal frame work.

The USA does not have a Multimodal Transport Act, having instead an effective
application of unimodal transport laws, adequate infrastructure, transfer terminals and a good

national security

Table 4 Countries Multimodal Transport Laws by country

Country Law Scope of Application

. The law applies to the National Multimodal Transport.
Law 24921: Multimodal PP . . . POTt
. . It also applies to international multimodal transport if
Argentine | Transport of Goods, Official . . .
the place of delivery of the goods is located in
Gagzette of January 12, 1998 L
Argentina (imports) and does not apply to exports.

Law 9611 of February 19, The law applies to both national and international
Brazil 1998 on Multimodal multimodal transport if the location of collection or
Transport of Goods. delivery of goods is located in Brazil.

The act applies to the unimodal contract for the
carriage of goods by land, waterway and air and all
contracts of multimodal transport including the
maritime stage, except in cases of localized damage,
when are applied relevant international conventions.

Transport Law Reform Act,

Germany 1998

Mexico is part of the Multimodal Transport
Convention and enacted the text of the Convention in
the official gazette of April 27, 1982 and subsequently
ratified the international regulation on Multimodal
Transport,publishedinthe Official GazetteofJuly7,1989.
The regulation applies to the International Multimodal
Transport and regulates the multimodal transport
operator and some of their activities.

Regulation on International
México Multimodal Transport, July
6, 1989

As a state member of Mercosur Paraguay implemented the Partial Scope Agreement

Paraguay for Facilitation of Multimodal Transport by the Decree 16927 of April 16, 1997.

Source: United Nations (2006)
8. Restrictions for the evolution of multimodal transport in brazil

Since the "Multimodal Transport Convention" UN 1980, the Brazilian government
has discussed the rules of Multimodal Transport and its regulation. The first substantial action,
in order to allow the establishment of clear rules on the door to door transport in Brazil (with
a single agent responsible for the whole supply chain), emerged in 1994 with the Agreement
for the Facilitation of Multimodal Transport for MERCOSUR.
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From this agreement, which applies only if the Document or Bill of Lading expressly
refer to the Agreement have been established the main legislative provisions for this activity:

- Decree No. 1563 of 1995 ruling the signed Agreement.

- LawNo0.96110f 1998, known asthe BrazilianLaw of Multimodal Transportand, finally.
- Decree No. 3411, 2000, which regulates the Law.

- Decree No. 5276 of 2004 amending Decree No. 3411.

According to the legislation mentioned above we can say that Multimodal Transport
is regulated in Brazil. Why it doesn’t work then? This is a question that must be answered
from two aspects: legal and infrastructure.

8.1 Legal Aspect

Besides the difficulties in achieving uniformity in international regulation, there is
another legal barrier to make the Multimodal Transport more effective in Brazil.

i) Taxes: There are officially 426 MTO in Brazil. They are registered and authorized
by the Brazilian government (Inland Transport National Agency) to operate. To support the
multimodal operation has been set a standard Multimodal Bill of Lading approved by the
State Secretaries of Finance in 2003.

A major difficulty in using the document is due to tax issues. The Tax on Goods and
Services Movements - GSMT applies to all interstate transport operation and is regulated
separately and differently by each state (Brazil has 27 states plus the Federal District).
According to Mr. Thiers Costa, a member of the Transport National Confederation, regarding
transport taxes in Brazil: "Brazil is a different country in each state".

As in the Multimodal Transport, cargo can be transported through many states, before
reaching its final destination, there are huge rule differences between each state when it
comes to taxes collecting, making it difficult to collect taxes properly.

This situation encourages logistical inefficiency, such as making unnecessary
transport or the use of longer routes, damaging the national economic system. Now a days,
the transport is performed with the issuance of many documents (and many people
responsible), which features an Intermodal transport.

Additionally, some of these states believe that taxes on transport also focus on export
operations, increasing the costs of Brazilian exported products and making our price less
competitive in the international market. An ideal solution would be a complete political
reform in the tax system, standardizing tax rates and collecting procedures in all the 27 states
and the federal district.

Another legal barrier which impacted negatively on the implementation of multimodal
transport in Brazil was the cargo insurance. Law 9.611/98 and Decree 3411/00 established a
new legal barrier for the implementation of Multimodal Transport in Brazil: requires the
MTO, for the release of the registry, an insurance policy covering their liability on the goods
under his custody. To get this policy from an insurance company was practically impossible,
since no insurance company offered to guarantee a still undefined transport. This problem
was solved with the publication of Decree No. 5276/2004 which removed the requirement for
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the insurance policy in the act of registration of the MTO at National inland Transport
Agency - ANTT. This decree had a significant impact in the market, since after issuing the
decree the number of OTM registered rose from 30 in 2004 to 164 in 2005.

In Brazil, it is responsibility of the National inland Transport Agency - ANTT, to
propose enabling Multimodal Transport Operators, monitoring the Multimodal Transportation
and coordinating with professional associations, shippers, cargo owners, regulatory agencies
in other modes, government agencies and others involved with the movement of goods to
promote multimodal transport. ANTT is a federal regulatory agency bounded, but not
hierarchically subordinated, to the Transport Ministry.

8.2 Infrastructure

The existing infrastructure of transport in Brazil represents a barrier to the integration
of different transport modes. It is important to emphasize the great contribution of the
transport by road. This is alarming information, taking into consideration the territorial

continental dimensions of Brazil. Figure 1, below, shows transport matrix in Brazil.

Figure 1 Participation of the Transport Sector in the Brazilian Economy

Cargo Transport Distribution in Brazil
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Figure 2 Participation of Modal Transport World - Tons x km
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Figure 2 shows the share of transport mentioned above, including the data related to
other countries. Note that in this chart, Brazil should be located close to countries with the
same geographical size, however, is close to countries with dimensions up to ten times
smaller.

Following are listed five parameters which, among others, best explain the distortion
presented above:

1) Transport by road: Currently, freight by road is considerably cheap. The almost
total deregulation and high unemployment in the market led to the emergence of a large
number of independent carriers, charging freight rates below their own costs. These aspects
reflect a high rate of accidents, caused mainly by lack of maintenance on the vehicles, the
high average age of the fleet, loadings heavier than allowed and the long hours that
independent drivers are submitted. These unrealistic freight values become a competition
disadvantage compared to other modes of transportation that are more efficient in long
distance.

i) Rail Transport: Before the process of privatization of railroads began, the Brazilian
government has continually reduced investment in the railway sector. Currently, private
companies that took control of the granted railroads have a serious problem related to
infrastructure and maintenance of rolling stock.

iii) Maritime Transport: The average productivity of Brazilian ports is around 20
TEU/h. This figure is 50% below the global benchmark. The excessive man power used in
Brazilian ports is the main cause for the inefficient performance. Additionally, the number of
ships built by the Brazilian shipyards had a huge drop in recent decades.

iv) Waterway Transport: Brazil has a huge network of inland waterways, but their use
for transportation is small. The interior navigation has the lowest rate of investment in the
sector over the last decade. Also the lack of integrated actions, based on rivers multiple use,
has hampered the effective potential of this mode of transport.
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v) Multimodal Terminal: A small number of Multimodal terminals and excessive
bureaucracy, especially in the international trade area are other factors that inhibit the
development of Multimodality in Brazil. The inefficiency in cargo transportation generates an
excess of inventory, designed to avoid delays in deliveries and resolve problems caused by
accidents and theft.

9. Conclusions

The scene, contrary to popular belief, is not pessimistic: basically represents great
potential for the Multimodal Transport. Currently, one of the main policies of the
governments of developing countries like Brazil is to increase the volume of exports,
ensuring a larger reservation of resources, free of external investors. To achieve this goal,
must be privileged the national transport and more efficient contracts.

This goal is difficult to achieve, primarily because no organization can improve this
complex network by itself. The Multimodal Transport involves not only transport systems
and vehicles, but also a combination of business decisions, regulations and responsibility
practices. It is needed an intensive coordination between the public and private, between the
various transport modalities and between different nations that compose this vast network.

International organizations such as the ICC, UNCTAD, UNCITRAL, in addition to
the committees of the European Union, United Nations and the United States, maintain
efforts to advance in the search for a new legislation to promote a global standardization of
rules applicable to the Multimodal Transport.

To improve the multimodal transport, it is suggested to Brazil to take the following
actions, concerning the transport policy:

- Standardize procedures and legal guidelines for the application of transport related
taxes;

- Clearly establish the role and the conditions for the competition of different modes
and promote sustainable development to meet demand;

- Indicate public and private resources available, and create a safe environment for
investment;

- Enable private sector participation in government decisions and,

- Allow a more efficient legal, institutional and economic management for the cargo
flows, by constant updating the procedures, reducing the execution time and bureaucracy at
borders, based on international best practices.

Multimodality depends on the efficient use of the Multimodal Transport capacity and
on combinations more economic energetically. To allow gains of scale in international
negotiations, make better use of infrastructure to support activities and reduce costs for small
and medium businesses, Multimodal Transport should be promoted in Brazil as soon as
possible, removing legal barriers and permitting the necessary investments in transportation
infrastructure. It is important to note that the integration of the entire door to door chain
converges to reduce costs and to optimize the cargo flow, in a unique and incomparable
logistic chain.
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