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In today’s highly competitive environment where companies are virtually 
competing on supply chain efficiency, the strongest shippers are learning to 
transform their carrier relationships to be built on clarity, transparency and 
mutual accountability. 
 

 

The industry has changed, and reliability has suffered 

Carrier consolidations, their sustained razor-thin margins, process automation, deregulation, offshoring, 
centralization of carrier decision-making far from the relationship has ushered in an era of volatility in ocean 
shipping. To make matters worse, a breakdown in trust has occurred between shippers and carriers to 
comply with the contracts they sign. These continuing trends force shippers into a difficult balancing act to 
achieve supply chain reliability.  

As an ocean procurement executive, your objectives are ultimately to: 

1. Contract competitive freight rates  
2. Minimize spend deviations versus forecasted budget 
3. Ensure the cargo arrives on time 

Having been responsible for global logistics procurement at Procter & Gamble, a Fortune 50 organization, 
I’ve seen time and again that there are three critical success factors to achieving these procurement 
objectives: 

a) Clear alignment of expectations between the shipper and carrier 
b) Mutually validated and real-time contract compliance visibility 
c) A concise method for issue resolution when operational disruptions occur 

We will examine how, in the presence of these three factors, your priorities are achievable and also how a 
new version of technology rolled out by NYSHEX makes it much easier for ocean procurement executives 
to build healthier carrier partnerships.  
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1. Contracting competitive freight rates  

The challenge:  

We all know that to excel as a procurement executive in ocean freight you need to have healthy carrier 
relationships built on a proven track record. These relationships are impossible to foster when both parties 
suspect the other of bending the terms of the deal.  

If we put ourselves into the shoes of our carrier partners, they work frantically for four to six months 
enduring multiple rounds of negotiations, signing thousands of contracts annually, then spend a good 
portion of the rest of the year chasing down the shippers who are not performing. 

Most carriers lament that, on average about 10% of the quotes or contract lanes filed result in cargo 
shipped. Often, procurement policies require multiple quotes for benchmarking purposes which again 
instills into carriers that it is likely just a quoting exercise and the cargo likely will never show. 

The solution: 

Clarity of terms: When your carrier knows exactly what you are willing to commit to, they can see the 
benefits of contracting with you and price competitively. The carrier knows you are looking for a partnership 
rather than just going through a rate quote exercise and can therefore fast-track you to the real freight 
levels which are going to move the cargo.   

Additionally, when your requirements are clearly laid out, your carrier can in turn give you clear space and 
equipment allocations. When the true value of doing business together is evident, the contract is no longer 
just a list of rates. There is an alignment of expectations that both you and your carrier are working toward, 
which is necessary to keep your goods moving.  

 

2. Minimizing spend deviations vs forecasted budget 

The challenge:  

While we all want to be the shipper of choice to our carrier partners, 
oftentimes issues arise which inhibit our ability to comply with a contract. It 
isn’t unheard of for a carrier to contract at a given rate but not have the space 
to accept bookings in line with a shipper’s demand.  

You may have planned for carrier A to handle X% of your annual freight 
volume at one rate and Y% is planned at another rate with carrier B. That 
goes into projecting ocean freight spend. If that plan is not followed, you will 
see a variance to budgeted spend and you may even need to go out to buy 
additional capacity if a contract carrier isn’t able to meet your expectations.  

The solution:  

“I’ve seen numerous 
examples with shippers 
who struggle to meet 
contracted MQCs simply 
because they couldn’t 
secure space on a vessel 
when they needed to.” 
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Visibility to performance: When there is a transparency into how bookings and shipments are performing 
against what was agreed in your contract, you will obtain far better service from your carrier as both you 
and your carrier can see what needs to be done to keep the contract on track. 

Furthermore, with mutually validated compliance data, trends are easily identified and backed by one 
version of the truth for meaningful discussions and joint improvement opportunities.  

 

3. Ensuring the cargo arrives on time 

The challenge: 

A global average of 9% of containers are rolled by carriers even when cargo 
is gated in on time and shipper downfalls average 24.9%1. As carriers over-
allocate their vessels based on expectations of booking downfalls, they are 
forced to roll cargo for shippers who have the weakest contracts and 
relationships. Shippers in turn are faced with dissatisfaction from their end 
customers, as inventory objectives become impossible, and budget 
allocations are quickly surpassed.  

Furthermore, once the cargo has been rolled and a shipper is finally notified, the typical method for 
resolving supply chain disruptions is a series of back-and-forth email chains, which are usually bounced 
between various people, each with only a piece of the puzzle. Since both sides want to defend their 
position, there is usually a round of ‘he-said-she-said’ before the problem can be solved. By the time the 
story comes into focus there is little the shipper can do to fulfill the end-customer’s expectations for on-
time delivery. 

The solution: 

Issue resolution: When framework is in place outlining what will happen in the event of rolled cargo, you 
can address the problem quickly, get the attention and compensation from the carrier, and set the contract 
and service back on track. This is a much better way to resolve issues than moving volumes to a backup 
carrier, who in most cases will have more expensive, or worse service (otherwise they would be the primary 
carrier).  

 

Since aligned expectations, compliance visibility and issue resolution are crucial, 
how can procurement executives best implement these components? 

Having spent some time exploring technologies that enable ocean procurement executives to implement 
these components, it is clear that NYSHEX is uniquely positioned to solve these dilemmas faced by shippers 
and carriers today.  The new release of NYSHEX’s technology offers critical features and metrics which allow 
shippers and carriers to solidify terms and expectations, monitor mutual contract compliance, and digitally 
track and rely on NYSHEX for the impartial resolution of issues. 

 
1 Source: Prof. Ehrlich and Prof. Shi, New Jersey Institute of Technology, Supply Chain Value Destruction, 2016 

“I know from firsthand 
experience these 
disruptions can consume 
as much as 60% of an 
organization’s operational 
workhours.”  
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a) Your ocean contract supported by NYSHEX:  

Once you have narrowed in on core carriers with 
willingness to enter into a true partnership with 
accountability, the timing is optimal to discuss 
mutual performance obligations. You can opt for 
the overall contract MQC to be secured, or take it 
a step further and “lock in lanes” for weekly 
protection on a specific port pair. Propose a two-
way penalty amount which works for both parties 
or even an MQC reduction for any breaches of 
contract. NYSHEX helps you set up and lock in 
those terms digitally and provides the boiler plate 
verbiage to be added to your service contract. 

 

b) NYSHEX provides performance visibility:  

Once your contract is filed and shipments are 
moving you’ll be able to access near-real-time 
visibility into contract compliance. NYSHEX receives 
data directly from your carrier, validates and then 
combines the data with booking information to 
provide a clear picture of both parties’ performance. 
The strength of this data comes from the fact that 
NYSHEX is neutral to the two parties involved in the 
contract, which eliminates any distrust. If contract 
compliance falls below 100%, you can drill down to 
the container or lane level for proactive discussions 
to get the contract back on track. 

 
c) NYSHEX helps you solve inevitable issues:  

According to the terms of your agreement with your 
carrier, NYSHEX determines where liquidated 
damages or penalties are owed by one party to 
another accordingly. If ever a contract exception 
occurs, it appears on the Account screen and 
NYSHEX will investigate and resolve the issue. Your 
relationship remains intact as there is no 
confrontation or dedication of resources to chasing 
down resolution. As issues are identified and actions 
taken at first occurrence, the balance of the contract 
has a far higher probability of being adhered to. 

 

Enter your customized performance obligations into your secure 
NYSHEX account. 

Your dashboard will be populated with your shipment information and allows 
you to drill down deeper into the details. 

NYSHEX monitors each shipment, automatically records all breaches of 
contract, and enforces the performance obligations outlined in your 

contract. 
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Strengthening contracted relationships through mutual visibility and accountability 

NYSHEX has already proven over the last three years that breaches to their truly enforceable contracts 
occur less than 2%, which is a massive improvement for any supply chain. In fact, if your cargo doesn’t 
move according to contract, NYSHEX will guarantee that any financial penalties or MQC reductions outlined 
in the Performance Obligations agreement are enforced in conjunction with the NYSHEX Member 
Handbook. They remain the only neutral, multi-carrier third party in the industry offering such a promise.  

Having NYSHEX as a neutral third party to guarantee the clear terms you contract for, provide real-time 
visibility to mutual performance, and to be your advocate in the fair and amicable resolution of disputes is 
the sure-fire way to strengthen your carrier relationships in 2020 all while achieving your core objectives.  

 

Chuck McDaniel is the former Global Logistics Procurement Manager for Procter & 
Gamble, one of the world’s largest multinational consumer product manufacturers, 
responsible for managing imports and exports between more than 80 countries 
worldwide. In 2018 he retired after 28 years with P&G. Currently he runs a private 
consulting practice specializing in Ocean Logistics and 3rd Party Manufacturing, focusing on 
improvements in Supply Chain efficiency. He can be contacted at 
Chuck@McDanielConsult.net or by phone at +1-513-520-8737. 

 


