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May 29, 2003

The Honorable Read Van de Water

Assistant Secretary of Transportation 

for Aviation and International Affairs

U.S. Department of Transportation

400 7th Street, SW

Washington, DC  20590

RE: Opposition to IATA Application for Antitrust Immunity

Docket OST-2003-14480

Dear Assistant Secretary Van de Water:

The Society of American Florists (SAF) and the Wholesale Florist and Florist Suppliers Association (WF&FSA) are writing together to express our concern about the International Air Transport Association (IATA) request for an antitrust exemption for their agreement to amend the current rules regarding low-density cargo.

The Society of American Florists is the only national trade association representing the entire floral industry.  SAF’s 15,000 members consist of growers, wholesalers, retailers, suppliers, importers, researchers, students and other state, local and regional floral organizations.  WF&FSA represents about 1,000 wholesale florists and suppliers across the nation.

The U.S. floral industry today at the retail level is a $19 billion industry employing about 450,000 people nationwide and in every congressional district.  The value of fresh flowers imported into the United States in 2001 was $565 million and the total value of floriculture and nursery imports was $1.2 billion.  In addition, today nearly 80 percent of the three most common flowers purchased by U.S. consumers – roses, carnations and chrysanthemums – are imported.

Flowers and plants are highly perishable products.  They require quick turnaround time from when they are harvested to when they appear in consumers’ homes.  To achieve this fast transfer from farm to home, the floral industry relies heavily on fast, efficient and affordable air transportation.

As proposed, IATA’s Resolution 502 amendment will have a negative impact on the floral industry with the potential to raise prices for U.S. consumers of flowers and plants. We estimate that IATA’s proposed change in the density formula would generally increase the cost of floral shipments by about 20 percent. This is a significant increase for shippers to absorb, especially in an economic climate that is less than favorable for sale of floral products.

It is true that many shippers in the industry involve cargo agents or other intermediaries to negotiate shipping prices.  Many factors are reviewed and evaluated when trying to arrive at a negotiated price.  And in some instances, that negotiated shipping price may be lower than the projected price using the existing formula for low-density cargo.  But by changing the existing formula and thus increasing costs by 20 percent, other negotiated rates will, by default, also increase.

Some have said that shippers can easily change their packaging methods to reduce the volume of their shipments and thus avoid increasing costs.  This may be valid in industries that use a significant amount of lightweight foam or plastic products to protect valuable cargo. Flowers, on the other hand, are shipped in standard sized boxes generally with no more protection of the perishable product than several layers of newspapers and cardboard.  Boxes are filled to capacity and consolidated efficiently, and it would be extremely difficult to improve the efficiency of the packaging already used.

In addition, we leave it to others to argue specifically why the proposed Resolution 502 amendment is anticompetitive, but it is our understanding that the Secretary of Transportation may grant an exemption from U.S. antitrust laws for cooperative rate agreements only when the Secretary finds the following criteria are met:

· The agreement must address a serious transportation need or achieve important public benefits.

· The objective of the agreement cannot be achieved through reasonably available alternative means.

We do not think that the Resolution 502 amendment meets either of these tests and in fact believe, conversely, that implementation of the Resolution could result in the public being adversely affected through higher prices.

It appears that the Resolution 502 amendment is aimed at increasing airfreight revenues for the world’s airlines. This is not, in our opinion, in the public’s interest nor is it a compelling reason to allow an antitrust exemption.

We appreciate this opportunity to express our views on this matter and would be happy to discuss this further with you at any time.

Sincerely,
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Drew Gruenburg                                                  Jim Wanko     

Senior Vice President                                          Executive Vice President

Society of American Florists                       
 Wholesale Florist & Florist
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