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x/ ABSTRACT

This thesis focuses on the Combined Service, a five ship
v scheduled breakbulk shipping operation, managed by the

| Military Sealift Command, Pacific. The object is to define
7 the operation within the conte#t of U.S. breakbulk require-
- ments and worldwide breakbulk assgts so as to provide a
broader perspective to military decision makers. The
research effort is directed at identifying major internal
and external envirommental factors impacting the Combined
Service. Once these factors are addressed from a general
perspective, their significance is specifically related to

the Combined Service. The conclusion notes five trends

observed throughout the analysis that should be considered
when determiniﬁg future utilization of limited U.S. break-

bulk assets.
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DEFINITIONS

- Whole aircraft or complete fuselage
whether or not engines are installed. Does not include
spare parts, engines, aircraft repair supplies or boxed
aircraft.

= Includes explosives projec-
tiles, bombs, mines, inflammable liquids, radioactive waste,
powder, dynamite or any other hazardous commodity which
requires specialized handling or stowage.

Barrels - Forty-two (42) gallons, 5.615 cu. ft. in volume.

Bulk - Unpacked dry or liquid cargo such as coal, grain,
ore, sulphur, fertilizer and edible oil.

- The total lifting capacity of a ship,
expressed in tons of 2240 1lbs. It is the difference between
the displacement light and the displacement loaded. Cargo
capacity is determined by deducting from total
deadweight the weight of fuel, water, stores, dunnage, crew,
passengers, and other items necessary for use on a voyage.

- The weight of the ship excluding
cargo, fuel, ballast, stores, passengers, crew, but with
water in boilers to steaming level. (Often used in a U.S.
Navy ship description.)

- The weight of the ship including
cargo, passengers, fuel, water, stores, dunnage and such
other items necessary for use on a voyage, which brings the
ship down to her loaded draft.

Draft - The draft of a vessel is indicated in fleet and is
the vertical distance between the waterline and the keel.
The draft shown in this thesis is full-load draft.

Dunnage - Any materials, such as boards, mats, planks,
blocks, pallets, etc., used to protect and secure cargo or
for convenience in handling and stowage of cargo.

= Such flags under which there exists
no genuine link between the state and the ships, and, in
particular, under which the state does not effectively
exercise its jurisdiction and control in administrative,
technical, and social matters over ships flying its flag.

________________
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- Those government-
owned ships which are in the custody of the Maritime
Administration (MARAD), and which have been activated from
the National Defense Reserve Fleet or requisitioned for
title on bareboat charter and which are operated by General
Agents and crewed by merchant mariners, per agreement with
MARAD, for account of MSC.

- The entire internal cubic capacity of the

Gross Tonnage
ship expressed in tons of 108 cubic feet to the ton, except

certain spaces which are exempted, such as: (1) peak and
other tanks for water ballast; (2) spaces above the upper-
most continuous deck, such as: open forecastle, bridge and
poop, certain light and air spaces, domes of skylights,
condenser, anchor gear, steering gear, wheel house, galley
and cabins for passengers. (Also Gross Registered Tonnage.)

Enot - The speed of a ship is expressed in knots; one knot
is one nautical mile (6,080.27 feet) per hour.

Long Ton (Weight Topn) - 2,248 1bs.

Measurement Ton - Bale cubic in units of 44 cubic feet to
the ton. A capacity of 10,000 MT is the same as 400,000

bale cubic.

~ The tonnage most frequently used for the
calculation of tonnage taxes and the assessment of charges
for wharfage and other port dues. Net tonnage is obtained
by deducting from the gross tonnage, crew and navigating
spaces and an allowance for the space occupied by the
propelling machinery. (Also Net Registered Tonnage.)

- A detailed listing by type of all cargo
loaded into one conveyance.

- Privately owned ships of the U.S.
Merchant Marine or, occasionally, foreign flag ships
chartered by MSC and crewed by merchant mariners. The
contractual agreement may be Time Charter (TC), Voyage
Charter (VC), or Consecutive Voyage Charter (CVC).

MSC Nucleus Fleet Ships - Those United States Naval Ships
(USNS) owned by the U.S. Government or bareboat chartered to
MSC and permanently assigned to MSC for administration and
operation. These USNS ships are active status in-service
ships, which are either civil service manned or contract-
operated with union crews.
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RV Qg%ﬁ - A vehicle belonging to
) 2 an individual rather than a government agency.

4y - Radioactive material cargo moved in
: 1 special containers.
2'3 Reefer - Perishable commodities such as meats, vegetables,

fruits, butter, eggs, and poultry which require refrigera-
tion (chill or freeze) storage.

v,

%E Container Contract - MSC Shipping Contracts are agreements

$ between MSC and common carrier steamship companies for the
ocean transportation of cargo in less than shipload quan-
tities. The carriers are paid on a basis of so much per

< cubic foot or on the weight of the cargo, whichever is the

%@ greater. In many instances new pates have to be negotiated,

o for the lifting of specific items.

Short Ton (Net Ton) - 2,000 lbs.

;ﬁ = All commodities which weigh more than

R 10,000 pounds or measure more than 35 feet in any dimension.

Ty It includes wheeled and tracked vehicles unless they are

D SR readily identified; then they will be classified as Special

@ Cargo Vehicle. Does not include privately-owned vehicles,
uncrated aircraft, or stake/van type cargo-carrying trailers
loaded on MSC "roll-on/roll-off" type ships.

- Readily identified wheeled and
tracked vehicles regardless of weight or dimensions. Does
not include privately-owned vehicles, uncrated aircraft, or
stake/van type cargo-carrying trailers loaded on MSC
*roll-on/roll-of£" type ships.

<

¥ 1
et 4

L i
L

s M
0 A

2 Izajilers, Cargo Carrying - Van, stake, or platform type

5 trailers loaded on MSC controlled "roll-on/roll-off" type
ships.

% -~ This type of charter calls for

[, the carriage of such cargoes as bulk grain, coal, etc., from

K~ the point of origin to a final discharge port. These ships

N are chartered from various steamship companies throughtout

the country. COMSC pays the owners a lump-sum for these
lifts. Upon completion mf discharge the ships revert back
to the owners at that point and are used for a commercial
l1lift homebound if available, or sailed in ballast.

R Yoyage Number - A consecutive three character, zero filled
- number assigned for MSC controlled ships. It is used to

2L account for consecutive voyages of dry cargo ships.
A v
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I. JINTRODUCTION

A. BACKGROUND

The Combined Service (CS) was created to meet a specific
gset of needs within a specific set of constraints. The
mission requirements for an outbound and inbound East Coast
= Gulf Coast - West Coast - Far East (including the mid-
Pacific islands) scheduled breakbulk shipping operation were
defined as early as 1973. The primary Military Sealift
Command (MSC) participants in the evolution of the Combined
Service include:

a. Commander, Military Sealift Command (COMSC),

b. Commander, Military Sealift Command, Atlantic
(COMSCLANT) ,

c. Commander, Military Sealift Command, Gulf Sub-Area
(COMSCGULF) ,

d. Commander, Military Sealift Command, Pacific
(COMSCPAC), and .

e. Commander, Military Sealift Command, Far East
(COMSCFE) .

In any Department of Defense (DoD) enviromment, deci-
sions are often implemented long after they were originally
Justified. The original decision makers may no longer be
available to explain how or why a program developed as it
did. 1In such situvations, it is not unusual for the managers
that inherit an operational entity to continue justifying
the organization and operations by resurrecting, as

required, the earlier justifications that had proven

18
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successful. However, times change and a reasonable justi-
fication five years ago may no longer be reasonable today.
The Combined Service, because it is a small, well-

def ined operation, lends itself to periodic scrutiny to

"ensure it is still viable and justifiable within the context

of breakbulk shipping as a national and international asset

in peacetime as well as various mobilization scenarios.

B. PURPOSE

The purpose of this thesis is threefold. Firstly,
because history does have a tendency to repeat itself and
recurring problems are seldom unique, an attempt has been
made to gather together a history of recent MSC breakbulk
operations. By showing the evolutionary process that
culminated in the establishment of the Combined Service,
many of the early decisions can be clarified by being shown
in context. A review of the organizational structure of the
CS management as well as the early problems that had to be
addressed helps to show how the managers perceived the
Combined Service mission as part of a much larger set of
responsibilities.

The second purpose is to describe the related environ-
ment external to the Combined Service. The enviromment
includes the Military Traffic Management Command (MTMC) as
cargo coordinator and port operator, the shipper services as

demanders of service, and the U.S. and world oceanborne
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shipping as alternate providers of shipping services.
Significant U.S. and international legislation is also
included as part of this enviromment as well as domestic
transportation as an intermodal competitor. The rapidly
changing technology base and mobilization strategies also
significantly impact demand. Once this external environment
is developed, the Combined Service can be related to each of
the major components.

As the Combined Service is discussed with respect to its
internal and external enviromments, the third purpose of
this thesis becomes clear. Trends can be pointed out that
can impact long range decisions concerning the Combined
Service. The world shipping markets change, political
strategies change, and cargo handling techniques change
which necessitates a continual reevaluation of operational
goals and objectives. By putting the Combined Service into
context, hopefully decision makers will be provided with a
less insular view so that better decisions, both active and

passive, will be made.

C. ASSUMPTIONS

This thesis is not an operational analysis. The volumes
of computerized data concerning the Combined Service avail-
able to MSC managers present the operations in a detail far
beyond the analytical scope of Fhis thesis. Although a

considerable amount of operational data were reviewed, the
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ational effectiveness of the Combined Service were accepted

-

and used, where appropriate.

Because the Combined Service was the focus of this

thesis, analysis of breakbulk cargoes and shipping patterns

S

was the primary emphasis. When data could not be broken

1

gf down into strictly breakbulk cargo information, the dis-

i cussion was expanded to dry general cargo or even to dry

{% cargo depending on the level of detail available. Ammuni-
éﬁ tion and other hazardous cargo was ignored whenever possible
;ﬁ; as they present an entirely different set of shipping

g? problems.

gg s The most current data available to the author was used.
w Potential confusion due to the use of information from

ﬁ% differently dated sources has been reduced as much as

%3 possible by the clear representation of source dates on

; tables and figures or in the text, as appropriate.

ey

D. ORGANIZATION

This thesis is divided into an introduction, four
research chapters, and a final chapter of summary and

conclusions. The four research chapters were organized to

R A

be read from the specific, to the general, and then back to

the specific. Chapter II provides an historical overview of

s

the Combined Service. Chapters III and IV describe signi-
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Service as well as potential impacts. Chapter V integrates
information from the previous three chapters to help define
and evaluate the current role of the Combined Service and
its potential as a resource in the future.

Three appendices are also included. Appendix A provides
a comparison of actual dry cargo moved by MSC in the post-
Vietnam year of 1975 and in a more current year of 198l.
Appendix B is included to display, in detail, the respon-
sibilities of both the government (MSC) and the contractor
in every agreement to time charter a commercial vessel.
Appendix C provides an example of the level of detail to

which the Combined Service manager monitors voyage costs.
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II. IHE COMBINED SERVICE

: ~?§ A. SOURCES

3 One of the purposes of this thesis is to gather together
o in one location a recent history of Military Sealift Command
’%g (MSC) breakbulk shipping operations preceding and including

the Combined Service (CS). To obtain information to support
a history of this type, over one hundred documents including

messages, letters, briefing packages, point papers, reports,

internal and external studies, organizational data, and
operating files were reviewed. These documents came prima-

g rily from MSCPAC (3T) and MSC (3T) files and spanned the

time frame of 1973 through 1983. Discussions with numerous
MSCPAC and MSC headquarters staff personnel have updated
these documents and provided additional information.
Information that the author considers to be of a general,

historical nature and/or commonly available within the MSC

ff organization will not be referenced specifically. Partic-
- ularly important decisions or issues may be quoted directly
e and will be referenced appropriately. Contextual refer-
encing will be used to display sequencing of time frames and

to clearly identify the parties involved.
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B. HISTORY
The Combined Service, as it was approved on 15 June

1979, was not so much a new idea as a result of a lengthy
evolutioﬁary process. A worldwide scheduled breakbulk
shipping operation, established by MSC in the early 1960's,
had been allowed to lapse and a more typical tramp shipping
service had taken its place. Serious difficulties encoun-
tered in moving cargoes, specifically breakbulk, from and to
ports under MSCPAC cognizance prompted RADM Guest, COMSCPAC,
in December 1973, to recommend to COMSC the reinstatement of
a scheduled worldwide service to improve service on the
following routes:

West Coast to East Coast,

West Coast to Europe,

Hawaii to East Coast,

Hawaii to Far East,

Hawaii to U.S. Gulf Coast, and

Coastwise (West Coast).
COMSCPAC envisioned the utilization of controlled ships
plying between Europe and the Far East touching the U.S.
East Coast/Gulf and U.S. West Coast/Hawaii in each direction
on a reqularly scheduled basis. A roundtrip voyage would
take about four months, allowing an east-bound and west-
bound sailing each month. He expected that a reliable
"worldwide” service would be well received and patronized by
the shipper services.

In response to this request, COMSC initiated an analysis

based on projected breakbulk requirements, recommended ports
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of call, and a four C-4 ship simulation at 21 knots using
1 July 1973 fuel costs. The conclusions were that the
proposed service appeared feasible., Comments and recom-
mendations were elicited from the area commands.

For unknown reasons, the recommendation lay dormant for
over two and one half years. It was reintroduced in the
summer of 1976 when ef forts were being made to implement a
program designed to productively employ MSC controlled ships
in full operational status (FOS). At that time, COMSC, in a
confidential letter (since declassified), stated to his in-

house staff and area commanders:

*In recent years due to a number of factors including
troop reductions overseas, more impetus on containeriza-
tion and constraints placed on transportation dollars by
the Congress, MSC is facing a crisis in maintaining a
readiness posture sufficient to meet future contingencies.
Choices must be made on how best to maintain an acceptable
readiness posture in the form of ship capability during
periods of reduced cargo requirements. In recognition of
the critical size question for the MSC Fleet, the Chief of
Naval Operations convened the Navy Decision Panel (NADEC)
chaired by the Vice Chief of Naval Operations on

25 July 1975 to explore the minimum force acceptable for
adequate responsivness and flexibility to provide support
of fast reaction military operations and other emergency
activities in the national interest. The Navy and the
Department of Defense have affirmed the need for an "in
house" sealift capability under direct and immediate
control; this capability is to be provided by MSC.
Analysis has indicated that an MSC Controlled Dry Cargo
Fleet of 27 ships can provide an aggregate average early
asgets availability of approximately ten ships in ten
days. This capability can be regarded as the minimum
acceptable, and to preserve this capabjility the Navy has
programmed FY 77 readiness funding for the MSC Fleet. The
funds made available for this purpose will only provide
for a relatively few ships to be maintained in a Ready
Reserve Status, thus requiring that the remainder of the
27 ships be productively employed." [Ref. 1]
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This statement became the cornerstone for the policies that
emerged over the next four years beginning with the recom-
mendation by COMSCFE on 7 September 1976 to further increase
the effective utilization of the MSC controlled dry cargo
fleet by "instituting a Far East - Gulf/East Coast dedicated
service in addition to the present MID-PAC service."

It is appropriate at this time to specify what services
did exist at that time and what exactly was being recommend-
ed. COMSCLANT was then providing extensive East Coast to
Europe/Med shipping as well as three ships every two months
from the East Coast/Gulf directly to the Far East and back.
Since 1972, an operation called MID-PAC (or PAC SKED),
managed by COMSCPAC, had also existed. It provided regqular
service from the California and Northwest Coasts to Hawaii/
Guam (MID-PAC) then to the Far East and back. There was no
direct East Coast-Gulf-West Coast service. Of particular
concern was cargo from the Far East to the Gulf Coast and
POV's from Hawaii to the East Coast/Gulf. Consequently,
there was a substantial amount of transshipment required
that was both costly and time consuming. The method of
transshipping breakbulk cargo was that cargo was booked for
the movement to a transshipping port, then reoffered and
rebooked to the final destination. The shipper was billed
shipping charges from loading port to the transshipment

port, transshipment port to destination port, angd the

discharging/holding/loading costs at the transshipping port.

-y ¥
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i The shipper had to pay the extra cost for the handling at
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the transshipping port plus the difference in the trans-
shipped cost aB compared to a direct lift., Correspondence
from this period indicated customers were not happy. What

was being proposed was a three coast to Far East route to

ESery
0

alleviate some of the transshipment problems.

i
©

: The suggested itinerary for this "Tri-Coast" service, as
d%% it came to be called, was Oakland-Yokohama-Pusan-Naha-Subic-
%g Hawaii-New Orleans-Norfolk-Bayonne-Oakland, totalling

' approximately 89 days. An informal cost study was prepared
531 by MSC in September 1976 that indicated revenue for the
%E; monthly average tonnages from the four Far East ports to
s Gulf and East Coasts would cover 40 percent of the ship cost
ﬁg for one round trip. It was anticipated that the 60 percent
‘f‘il‘ deficit could be covered by other opportune cargo.

After much discussion and general concurrence that the

scheduled service would reduce costs by being a more J

controlled and consequently cheaper way to get cargo to

out-of-the-way Pacific destinations, the Tri-Coast service

é% concept was gpptoved in March 1977, 1It would use four C-4

?% Challenger class ships, operating at 16 knots and scheduled
to maintain a 30 day sailing frequency. Sixteen knots was

g chosen to reduce fuel costs and to keep the ships at sea

é;, ‘ longer. MSC was over-capacitied with 27 ships; therefore

‘;: . slowing them down helped keep them productively, if not

5@ yﬁﬁ efficiently, employed. Each voyage would commence in

4%

,g? 27
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7 - Bayonne and last about 188 days roundtrip. Upon completion
o of the voyage, the just returned ship would be placed in
X Reduced Operating Status (ROS), about 20 days, until
E: commencement of the next scheduled voyage, assuming no

f opportune 1ift was available. The basic route would be East
@» Coast-Gulf Coast-Canal Zone-West Coast-Hawaii-Far East-
* Hawaii-West Coast=-Canal Zone-Gulf Coast-East Coast. Slight
%% changes to the itinerary within command area would be
g acceptable depending on cargo availability. Cost analyses
indicated a profit of $1,884,000 per ship per year.
) Additional justification was stated as follows:
f& *"Such a scheduled service would offer several advantages
< SN over the present tramp-type operation. It is axiomatic
that scheduled voyages attract cargo. When the shipper

, can rely on a ship being available at published times he
< can better plan his cargo movements., Ship operating time
*o) - is maximized, although ROS periods are planned to ensure
In schedule integrity. During periods of low cargo gener-

ation the ships continue to operate; whereas, with the
tramp system a ship would be layed up unless ship-load

. lots of cargo are available. Providing ships to the Far
East on a reqular basis enhances MSC's contingency respon-
siveness by stabilizing the lift capability into that
area. From an administrative viewpoint, both budget

*
v g Ve

A planning and cargo 1lift planning are enhanced since vessel
- operation's are well def ined.

5

2 "Regarding peacetime cargo movement between the three

CONUS coasts and the Far East, scheduled voyages will
improve lift capability for traditional hard-to~-lift cargo
for which even commercial service is difficult to arrange.
This includes cargo moving between the Far East and the

& Gulf Coast, and POV's from Hawaii to the Gulf and East

Y Coasts., Such cargo becomes either very "old" awaiting

Q! controlled fleet 1lift, or is finally shipped commercially,
A if service is available, at higher costs. An example of
sl the foregoing would include small lots of cargo from

f = A A

ﬂ!!‘ Subic where regular MSC controlled lift to the East Coast
% NN is not now available and commercial calls require an

ﬁ ) inducement. Also, POV's moving from Hawaii and California
¥ 28
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to the East Coast are a continuing, heavy requirement now
being lifted commercially at substantial cost. Finally,
there is a steady, reasonably heavy movement of New
Orleans destined cargo, mostly POV's from Hawaii, for
which the only available shipping is the occasional East
Coast or Gulf controlled ship returnee. Lack of any
regular service in this direction has generated frequent
shipper service complaints."” [Ref. 2]
A third justification, based on an impact analysis, caused
considerable discussion in MSC headquarters as some felt
that Lykes and Waterman, two major U.S. Flag shippers in the
Far East trade, could lose as much as 50 percent of their
current DoD Gulf Coast to Far East business if the Tri-Coast
service were instituted.

There was not enough concern on this point, however, to
alter plans and a six-month test of the Tri-~Coast service
was instituted in-May 1977. The primary ports of call were
Bayonne, Norfolk, New Orleans, Mobile, Oakland, Pearl
Harbor, Subic Bay, Keelung, Naha, Pusan, and Yokohama.
COMSCLANT was tasked with assigning the ships, publishing a
voyage schedule, coordinating MSC Continental United States
(CONUS) 1loading activities, and assigning specific cargo
spaces for subsequent loads. Problems typical to this type
of service in the past included no space for cargo booked at
final loading port, overstows, and cargo frustration.
Complete coordination, astute management and free communi-
cation were stressed to ensure problems were reduced to a

minimum.
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The six month test proceeded with little comment from

the Pacific area commanders except some minor itinerary

changes to better interface with the MID-PAC service and to

complaint was voiced by COMSCLANT on 9 September 1977 when

he stated in a message to COMSC:

"Prior to the initiation of the present Tri-~Coast service

institutionalize some speed flexibility. However, a serious

COMSCLANT/COMSCGULF were sending approximately three ships
every two months directly to the Far East. At the present

time, because of the reduced frequency of sailings (one a
month) and the requirement to reserve space for the West
Coast, COMSCLANT/COMSCGULF routinely shut out available
Far East cargo which in turn must be booked commercially
to meet cargo requirements.

"All available information indicates future cargo gener-
ation will continue at present levels. Accordingly, with
the expected winter decline in West Coast cargo generatio
indicated by COMSCPAC, rather than cancelling or delaying
the MID-PAC service, it is recommended that the Tri-Coast
ship by~pass the Pacific Coast outbound since there is
adequately East/Gulf Coast cargo to f£ill out the ship
directly for the Far East. When West Coast cargo gener-
ation dictates, routing via the West Coast could be
resumed on a case by case bagis. Deletion of the West
Coast ports would reduce the ship's transit time to the
Far East and thus provide more timely service from East/
Gulf Coast ports." [Ref. 3]

This request for a deviation to the schedule, even
though appearing reasonable, was deemed to be inappropriate
as it would risk the "advertised” reliable nature of the
service which in turn was considered by many to be its majo
selling point in influencing cargo generation, accumulation
and routing. MSC headquarters personnel stated more than
once that while adherence to the promulgated schedule might

incur additional costs, such costs were for a predetermined
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purpose and, until the overall concept was validated, the
costs would continue to be knowingly incurred.

By 2 December 1977, a complete review had been made of
the Tri-Coast service and several substantive issues were
put forward by COMSCPAC for consideration and/or resolution
at the next area commander's conference. These issues
related to:

a. Resumption/assumption of normal facets of ship
operating responsibilities associated in providing ocean
transportation and berth line service including:

(1) Individual voyage planning and associated
requirements for cargo cut offs, cargo storage planning and
approval of ship following by individual shipboard cargo
planner for continuity, and space allocation versus voyage
cargo planning.

(2) Cargo plans relative to required distribution
and some system for ensuring proper distribution, contents,
size, labeling, etc.

(3) Requirements for individual MSC representatives
to be aboard loading ships continuously during cargo
operations at various ports and the associated personnel
requirements.

b. Scheduling of berth line service and guidance

concerning patterns and controls, adherence to schedules,

-------
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normal calls versus inducement calls, frequency of service,
influence/effect of Tri-Coast/MID-PAC service on each other.

C. Method of accounting/budgeting for operational costs
def ining what is a loss/profit in view of contingency fleet
and alternatives for routing ships. How should budgeting be
accomplished? What impact would this have on monthly
summary data and voyage analysis reports?

d. Feasibility of influencing cargo flow to controlled
ships/terminals through increased schedule service; the
consequent improvement of ship/terminal utilization with
possib%e resultant reductions in excessive overhead costs.

e. Factors influencing the reestablishment of MSC as a
fully participating member with MTMC in the overall trans-
portation effort so that planning responsibilities were
distributed to both organizations.

f. Providing active supervision over ship operations
versus administrative reporting with consequent personnel
impact.

On 17 February 1978, the Tri-Coast service was declared
both desirable and necessary and was fully approved by COMSC
as a permanent dedicated service.

In May 1978, integrated area command block scheduling of
both the MID-PAC and Tri-~Coast services was initiated to
prevent duplication of port calls. Significant improvements

were also made in communications and transmittal of ship's

papers,

32
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However, problems continued with the operations.
Analyses performed upon completion of each voyage showed a
profit of $170,000 on the first one and each subsequent
voyage losing money. In fact, in October 1978, after twelve
complete voyages, an average loss of $322,500 per voyage was
reported with an average utilization of 42 percent outbound,
19 percent intra-area, and 41 percent inbound [Ref. 4].

Note that there was no broken stowage factor applied at that
time. Currently a factor of .4 is used to account for
broken stowage meaning only 60 percent of the space below
decks represents “real" capacity. Consequently, if the
broken stowage factor had been applied, these utilization
factors would increase to 70 percent, 32 percent, and 68

percent respectively.

While COMSC waé prepared to send a message to shipper
services requesting fuller utilization of scheduled MSC
sgrvice, he was also aware that an intra-MSC management
review was appropriate first. By this time, headquarters
staff level personnel had perceived several possible problem
areas including:

a. East Coast outbound cargo being shut out, indicating
a review of allocations.

b. Ships sitting idle at overseas ports in order to

maintain block schedules, indicating too much time allocated

for some ports.
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c. Inbound voyages reported full, but only 41 percent
(68 percent) utilized, indicating possible poor prestows.

These and other problems were discussed at length and on
2 November 1978, COMSCLANT proposed to combine the Tri-Coast
and MID-PAC services utilizing five ships with a 30 day
frequency and a voyage length not to exceed 150 days. There
would be two voyage variations that would be routinely
alternated.

At an operations management conference on 1l December
1978, it was agreed to combine the two services into one
with departures on alternate coasts, e.g., the Far East
voyage would terminate on the East Coast and vice versa.
Sailing frequency was to be approximately 29 days with ships
proceeding at 16 knots but minimizing port time. The serv-
ice would be provided by six instead of seven ships and the
block schedule characterized by scheduled arrival/departuee
times would be replaced by a slightly more flexible
scheduled itinerary known as a "spread"™ schedule. 1In
January 1979, COMSC approved the merger of the two services
and on 27 April 1979, the results of the 24 April 1979
operations management conference were promulgated naming the
newly merged service the "Combined Service"™ and assigning
overall single voyage management to COMSCPAC on a trial

basis. On 25 May 1979, COMSCPAC documented its policy

34




and procedures for managing the Combined Service and on

15 June 1979 officially assumed responsibility. I

C. MANAGEMENT ;
1. Organization
The MSCPAC Transportation Office (P-3T) performs the
function of Combined Service manager through an extensive
process of scheduling and continuous evaluation. As
reflected in Figure II-1, the department has two major
divisions, The Cargo Traffic Division (P-3Tl) prepares long
and short range schedules incorporating projected cargo
requirements, adhering to a 30 day sailing frequency from

the East and West Coasts, and a maximum utilization of cargo

RL2L LS IS % e B s s + »

space available. Cargo lift requirements are referred to

&

the Cargo Traffic Division where they are assigned to
specific voyages and input to the Military Traffic
Management Command, Western Area (MTMCWA) for the
development of stowage plans.

The Dry Cargo Ship and Point-to-Point Tanker
Operations Division (P-3T2) monitors ongoing voyages as
closely as possible and incorporates schedule changes when
necessary due to the changing requirements or upon receipt
of validated recommendations from other area commanders.
This division also maintains detailed statistics concerning
cargo flow among various ports, costs and revenues for each

#3;3 port, and the cost for transit between ports. This data is
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continuously analyzed in an attempt to identify improvements
for the Combined Service.
2. FKunctions and Responsibilities
MSCPAC, upon assumption of responsibilities, stated
that it would approach the Combined Service management from
the viewpoint of a functional loss control center which was
responsible for achieving required cargo movements at the
least overall cost to the government. In other words, while
the goal of MSC as a Navy Industrial Fund (NIF) activity is
to break even overall, it was understood that the nature of
the CS mission and the rate structu{e would rarely produce
profitable voyages. Within these overall guidelines, all
‘iﬁ; fndividual movements would, in-so~far as practicable, be
accomplished so that the costs to MSC would be reduced to

5

e

the absolute minimum. This "absolute minimum® has never

"l

P

S

been defined and for that matter, does not appear to be of

particular concern as long as the mission is accomplished.
To support this objective, MSCPAC, as the Combined

Service manager, would perform the following functions:

a. Publish a monthly Combined Service schedule.
Individual voyage itineraries and subsequent voyage planning
will be based on inputs received from MSC activities and CS
vesgels.

b. Monitor individual voyage progress and modify

published schedules as deemed necessary.
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c. Designate bunkering ports.

d. Act as the singular clearancé authority for planned
overstows.

e. Continuously review overall cargo planning with a
view towards implementing improvements.

f. Monitor recommendations to COMSC for improvements to
the overall operation of the Combined Service.

COMSCLANT and COMSCFE were directed to:

a. Operate ships in accordance with published schedules
while in their geographic areas of responsibility in order
to achieve the best balance of overall cost and revenue.

b. Vary ship itinéraries as required for circumstances
and/or requirements which would in essence have a net
positive effect on earnings or which were dictated by
critical DoD lift requirement. Changes to the itinerary
which could have a negative effect on earnings would not be
made without the CS manager's approval unless such changes
are required by unusual circumstances such as weather,
medical emergency, etc. The CS manager would query changes
when overall cost ef fectiveness appeared questionable.

c. Coordinate with MTMC Combined Service cargo bookings
and oversee terminal cargo stowage/planning in accordance
with normal operational procedures.

d. Forward cargo stowage plans to the next scheduled
port for planning purposes by the fastest means available

for all CS vessel port calls.
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€. Submit CS related reports as required.

f. Clear planned overstows with the CS manager.

g. Evaluate overtime, fuel, port changes, and other
costs for each voyage in order to minimize costs to the U.S.
Government,

To support these functions and responsibilities,
reporting requirements from the field provide detailed
information related to cargo lift requirements, cargo load-
ing and discharging, and port performance. Because port
performance constitutes a major portion of the overall
voyage costs, both cost data and cargo information are
required within five days after departure of the ship from
each port. Cost data include estimated port costs (i.e.,
pilotage, tugs, wharfage), estimated MSCVAN costs for
required staging and loading/discharging, bunkering informa-
tion, and estimates of any special costs. Cargo information
includes such things .as cargo utilization below decks,
availability of deck space after discharge, and empty space
blocked by overstowing. Similar data are provided for the
weather decks. Additional cargo information relates to
overstows, heavy lift requirements, security problems
encountered or anticipated, cargo shut-outs, Speed of
Advance (SOA) ordered, and any miscellaneous comments on

port operations.
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N Another major component of voyage cost is fuel. 1In

view of worldwide fluctuations of prices and availability
confronted by MSC, the bunkering schedule is required to be
reviewed continuously as data on current coéts and avail-
ability of fuel are provided by the area commanders. The
ability to change bunkering plans represents a highly
visible opportunity to cut costs. On the day-to-day
decision making level the other major fuel opportunity
relates to the flexibility of altering SOA's. Impacts on
fuel cost by SOA is reflected in Table II-I which should be
used for relational purposes only as fuel at the current

average price of $26/BBL is not reflected on this 1979 Table

T [Ref. 5]. When the Tri-Coast and MID-PAC operations were

«

both functioning, their optimum SOA was approximately 16
knots. When the Combined Service was initially operated
with six ships, it was at a recommended SOA of 15.5 to 16
knots. Now that the CS is down to five ships, the SOA is
closer to 18 knots. Note also that overcapacity is no
longer a problem.
3. External Organizational Interfaces

Because MSC in general and the Combined Service
manager in particular, control only the sea leg of any cargo
movement, there are major organizational interfaces required
in both planning and executing to ensure the movement satis-

factorily meets shipper needs. MSCPAC, as the CS manager,
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works closely with MSCLANT, MSCGULF, and MSCFE who have
operational control of CS ships in their respective areas.

The primary CS management interface outside MSC is
with the Military Traffic Management Command (MTMC) or, more
specifically, with two of its West Coast subcommands, the
Military Export Cargo Offering and Booking Off ice (MECOBO)
and the Military Ocean Terminal, Bay Area (MOTBA). MSCPAC
used to perform all of the booking functions for the
controlled fleet (including CS). On 1 October 1981 the
booking function was transferred to MECOBO along with
seventeen personnel and their ceiling points. MSCPAC still
receives breakbulk cargo offerings from MECOBO and assigns
CS shipping assets. This function is performed with in-
house personnel who used to be colocated with the personnel
performing the related booking functions assumed by MECOBO.

MOTBA performs all terminal functions related to
cargo including receiving, storing, staging, and providing
stevedoring services in loading and discharging. An
additional function of considerable importance to the CS as
a breakbulk operation is the development of prestow plans,
Specified expenses are paid in accordance with an Inter-
service Support Agreement between MTMC and MSC.

Another major external interface is with the

steamship company and its agents worldwide. As will be
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discussed later, an MSC time charter is for a fully oper-

ational and crewed ship. MSCPAC fixes the'itinerazy and
manifests cargo and then lets the steamship company operate
as it sees fit within those constraints. 1If there are
repair parts needed o:.crew to be rotated, that is all
handled by the shipping agents.

Last but not least are the periodic interfaces with
the shipper services themselves., Army, Navy, Air Force, and
Marine Corps logistics personnel as well as other DoD
shippers interested in CS service frequently contact MSCPAC
concerning schedules, cargo sizing issues, or cargo handling
recommendations. |

4. Reporting Systems and ADP Support

The collection, recording and processing of CS
related data are vital facets of MSCPAC's responsibility in
the management of this MSC cargo lift operation. The data
which are collected provide necessary inputs not only for
improvement analysis, but also for cargo lift projections,
financial projections, and general planning functions as
well. Data are received from the CS ships themselves, MSC
offices throughout the world, MTMC offices, COMSC, and
numerous other points of contact.

These data are input into several manual and
automated systems for report generation and historical data

collection purposes. Port performance data are collected,
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compiled into Port Performance reports and utilized in-house
to closely monitor port costs. A Cargo Space Available
Report is transmitted to the subsequent port of call of a
departing ship by the MSC loading activity. A model known
as PROFORMA accepts data concerning loading cargo, booked
cargo, and voyage data and generates reports that are
consequently used in comparative analysis of ship voyages.
These PROFORMA data are submitted upon completion of loading
at the last port in a voyage segment or five days prior to
the end of the month. The Cargo Ship Location, Status, and
Utilization Subsystem (CALSTAT) is probably the most
extensive management oriented system. This system provides
information in standardized report format concerning current
ship arrivals, departures, and fuel consumption. It also
stores in easily retrievable formats historical controlled
fleet usage data. Cargo load and discharge statistics are
taken from both PROFORMA and CALQTAT reports. Data on port
and at-sea costs, port charges, and bunkering operations are
extracted from the CS unique Port Performance Reports.
Various other pieces of information are extracted
from the Cargo Space Available Reports, Departure/Arrival/
Movement Reports, billing tables, and other internal
documents and recombined into periodic management reports.
Some of these include graphical displays of fuel consumption

at various speeds for hullcleaning requirement studies,
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revenue/cost studies based on cargo loads/discharges and
billing tables, graphical port charge distribution displays,
and cargo flow analysis for various port combinations.
Ndmeréus types of historical information are stored and can
be displayed in formats suitable to current emphasis or
requirements.

Automated data processing (ADP) equipment available
to MSCPAC runs from small to large with the former spectrum
exemplified by two hand held programmable calculators, the
TI-58C and TI-59, which are used to tabulate port and at-sea
costs with a locally developed program. A self contained
Tektronics microcomputer located at MSCPAC is used to run a
locally developed fuel consumption curve program.

A major command ADP asset is a time sharing
operation with the CDC 6700 located at the Naval Surface
Weapon Center, Dalgren, Virginia. This system has been used
since September 1972 to run the PROFORMA model to obtain
ship status reports, model voyage studies and fuel
consumption projections. The turn around time for a
PROFORMA report from keyed input to hard copy output is
approximately 30 minutes and consequently is an ef fective
tool in dQaily decision making. PROFORMA Voyage Analysis
Summaries are useful to personnel responsible for planning

and budgeting.
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éggg MSC and MTMC ADP departments are colocated at MTMC

_ ‘ Headquarters in Falls Church, VA, A shared Honeywell
.F% mainframe is used to run, among other things, the CALSTAT
j§§ programs. This MSC command-wide system operates in an

fi interactive, real-time mode and accepts data from MSCPAC via
‘§§ a Data Point 8200 "dumb" terminal and a Data Point 8600
'%; “smart" terminal. Various software packages are also

i available that support MSC in-house data display require-
g? ments., A Data Point microcomputer at MSCPAC, Oakland
1§1 receives the local CALSTAT data which are output to tape and
y then transmitted via the SYCOR computer link to Falls
i; Church., A direct link is currently being investigated.
;ﬁ AR MSCLANT and MSCPAC are hardwired to the Honeywell via its
. ‘5’9 SYCOR interface but overseas area commands must transmit
3? their data via the AUTODIN network directly to the Virginia
@? SYCOR unit. Because this is a batch processing system, a

I full input-to-output cycle for MSCPAC takes approximately 33
f§ hours, thus reducing its utility as a day-to-day management
%ﬁ tool. The Unit Billing System is also run on the Honeywell
e and it correlates terminal-inputted confirmed booked data
;g with ocean cargo manifest tapes.
34 An ongoing project that will consolidate and/or

. upgrade existing ADP systems is the MSC Automated
zg Information System Architecture (AISA) which is being

; developed incrementally with some subsystems completed and
fg 'ﬁﬁr others not planned to be operational until FY 1989.
7
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D. OPERATIONS
1. Ships, Captain, Crew

The current CS operation consists of five C-4 time

charter ships including:

SS MALLOY LYKES (C-4),

SS MASON LYKES (C-4),

SS AMERICAN MONARCH (C-4),

SS ELIZABETH LYKES (C-4), and

SS DAWN (C-4).
All are in various stages of multi-year contracts to MSC
averaging approximately $16,500 per day base charter hire,
Descriptive data relative to the current CS fleet are
represented in Table II-II. "C-4" is simply a designation'
for a cargo ship 500-600 feet in length. The ideal
situation would be to consistently operate the same class
ship in the CS. However, this has proven impossible and, in
fact, ships are rotated frequently to meet operational
requirements within the CS and MSC controlled fleet in
general. The LYKES ships being used are of the Clipper
Class.

The time charter approach to maintaining strength in
the MSC controlled fleet is one of the more flexible
arrangements. These contracts can be for one or more years
with or without options for follow-on years. Normally
contracts are written for two years with options to five

years thus stabilizing short and long term planning.
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Although, the average daily base charter hire for CS ships
is $16,500, actual operating costs including fuel and port
charges increase the cost to approximately $24,000 per day.
Reduced operating status costs are substantially lower
because crews can be reduced at least two-thirds to 5-18
persons.

The typical crew on a Clipper Class ship is
displayed in Table II-III. This crew is hired by the
steamship company through their respective unions. Their
primary point of contact ashore for personal and
professional matters is the steamship agent.

2. BRoute Structure

The CS route structure is designed to meet the needs

of the shipper services with a consistent itinerary and
consistent port call frequency. It was felt that this type
of service would generate more business (revenues) than a
tramp operation and at the same time provide better service.
The CS was reduced from six ships to five in July 1982 to
decrease operational costs, reduce ROS frequencies and
costs, and increase utilization of the remaining ships.
Current ports of call are listed in most common order in
Table II-IV. Certain low volume ports such as Midway, Wake,
Johnston Island, and Kwajalein are visited on a periodic, as
needed basis. An average voyage lasts 80 days and the
average SOA for the past year increased from 15.5 to 17.5.
The ships are routed West Coast-Far East-East/Gulf Coasts
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i TABLE II-III ‘
,: MANNING OF A TYPICAL CLIPPER CLASS SHIP
A3 1 Master
1 Chief Officer
95 1 2nd Officer
Jg 2 3rd Officer
%: 1 Radioman
& 1 Boatswain Mate
F 1 Deck Utilityman
6 Able Seaman
o 3 Ordinary Seaman
Ee
$; 1 Chief Engineer
2 2 lst Assistant Engineer
1 2nd Assistant Engineer
2 3rd Assistant Engineer
I 1 Electrician
5§ 1 Assistant Electrician
; 3 Deck Engine Mechanic
E} 2 Wiper
@ .1 Steward
= 1 Chief Cook
o~ 1 Cook/Baker
bt 5 Utilityman
38 TOTAL
q
¥
p
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e TABLE II-IV
f\ TYPICAL ROUTE STRUCTURE FOR THE COMBINED SERVICE
3
ig Tacoma
o Oakland
Y Port Hueneme
:ﬁ San Diego
?3 Pearl Harbor
\ Midway
2 Guam
E; Subic Bay
o Naha
Pusan
é:' Yokohama
gf Pearl Harbor
I Oakland
San Diego
" Canal Zone
3% Charleston
d} Norfolk
Bayonne
?2 New Orleans
¥ Mobile
i Canal Zone

Pearl Harbor
Yokohama
Pusan

Naha

Subic Bay
Guam

Pearl Harbor
Oakland

:h Tacoma

51

A T N TR I P I
Wl T\Z\L«Lsixtxis_\-\.uﬁJ




S

} then East/Gulf Coasts-Far East-West Coast. The outbound
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legs (to the Far East) are the best utilized, with the .
inbound leg less utilized and the intra-area (up/down/
between coasts) being utilized the least. FY82 summary data

examplifies this fact with a total of 185,509 measurement

B i
& HR LT T " 0,

tons (MT) carried outbound, 89,623 MT intra-area, and

116,061 MT inbound. Because the breakbulk billing rates did

3 R b

not compensate for the cost of the Combined Service, there

: was an estimated $408,318 loss per voyage [Ref. 6]. Table

U

II-V gives a good overview of voyage history with related

-
i
]
-
4

losses.

3. The Financial Structure

: The Military Sealift Command operates as part of the
@ Navy Industrial Fund (NIF). An industrial fund is a

working-capital fund providing working capital for

R, g o

3k R e

industrial-commercial type activities and to control and
account effectively for the cost of these Department
sponsored programs. MSA is included as one of the eight
activities within the NIF because it meets the criterion of
being an industrial or commercial type activity engaged in

producing goods or providing services, in response to

requirements of users and central management organizations,
that are common within and among DoD components.

The budget office at MSC headquarters (M-51) is
responsible for developing the billing rate tables which are

3y F RPN R

ﬁggg currently updated annually. Because of the rate
%
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35  stabilization policy required by the Office of the Secretary
of Defense (0OSD), rates are not particularly representative

' of projected costs. If losses are incurred within the

—a
PP

0
X overall MSC budget in one fiscal year, the NIF absorbs those

losses and the rate structure is altered to "pay back"™ the

it

fund the following year so that Defense appropriations don't

o
£, $ond

require major additions one year and deletions the next.

There is generally an 18 month lag in these rate structure

accommodations.

e

Since MSC does charge the shipper services, i.e.,

: the Navy, Marine Corps, etc., for its CS services, it is

il appropriate in this section to briefly describe the billing
i§§> process supported by the computerized Unit Level Billing

System. Malifests are prepared when cargo is loaded in

7

vy

accordance with Military Standard Transportation and

e

AT

Movement Procedures (MILSTAMP) direction and forwarded as

S expeditiously as possible to the discharge port. At the
i
o same time, a copy is sent to the M-53 the statistical

Ly

analysis branch, at MSC headquarters, for preparation of a

. detailed substantiation for billing which, in turn, is

s

passed to M-52, the accounting branch. The accounting

branch actually prepares the bills sent to the shipper i

3 services. MSC area commands are sent documentation
by displaying billing data and they verify it against their
1

in-house records of cargo loading and discharging obtained

fxom the MSC offices worldwide.
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P, 4. Recurring Issues
The purpose of this section is to give an overview

of historical issues and/or problem areas. These problem

TR ‘m s

areas are categorized into four major areas with short
discussions concerning each. Chapter V will look again at

some of these issues and others frcm a more current

A

perspective,
The Tri-Coast operations initially, and the Combined

%

g% Service later, resulted in per voyage losses of $150,000 to
% $500,000. Although the CS was generally expected to lose

r money, pressure had always be?n applied to keep the losses

5 to a minimum. The problem had continually been a complex

33 35S, one due to a large number of variables and to other factors
@ less subject to MSC control. Several of the more signifi-
g cant factors were:

% a. a large breakbulk service was anachronistic in terms

of cost effectiveness;

b. readiness requirements, which established the need

A A

K

to employ breakbulk ships productively in peacetime, were

ill-defined;
Cc. responsibility for terminal operations and ship

RS

K ads

operation was split between MTMC and MSC; and
d. current rate setting mechanisms and PROFORMA

W i

algorithms made it:

(1) impossible to adjust income to meet expenses in

@ a timely manner;

-2

W, Sway g
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Eg ‘C{Cj;-;' (2) difficult to establish rate incentives to

"y increase cargo of ferings; and

i% (3) impossible to consider “dead"™ costs in voyage

‘g management or more specifically, those costs that were

% asgociated with the ancillary functions of the operation

2 such as readiness, i
,f: The first issue refered to the fact that breakbulk |
s ships were being replaced rapidly by specialized dry cargo

: ships with substantial operational economies of scale.

; These newer designs include container ships, 0il/Bulk/Ore

¥ (OBO) carriers, combination ships, Roll-On/Roll-Off (RO/RO),

§ Lighter Aboard Sﬁip (LASH) , and Sea Barge (SEABEE) ships.

¥

iiﬁﬁ\ The next chapter will cover in more depth the unrelenting

decrease in U.S. Flag and worldwide breakbulk ships as world

% shipping continues to modernize to take advantage of new

ﬁ cargo transportation and handling efficiencies.

‘ The second issue concerned readiness objectives, to
g be discussed at length later in this paper. Readiness had
‘ﬁ always been a major justification for a MSC controlled fleet
ﬁ breakbulk shipping operation. Unfortunately, peacetime

'f breakbulk handling requirements necessitated a quite

E different ship configuration than would be necessary for a

ig wartime scenario. For example, the early Tri-Coast cargo

ship characteristics contributed directly to the losses {

LS

) being experienced because the ships were not well suited to

‘J%& the requirements of a multiple-port breakbulk service that

2

o KTeT IS
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;§ﬂ~} required the carrying of vehicles, container unsuitable
cargo, and some containers. Experience proved that
Challenger Class ships in this type of service would rarely,

if ever, be able to carry more than 40-45 percent (with

TR S

broken stowage, 67-75 percent) of their cube "capacity." It
had been observed that if an ideal ship were designed for

the CS, it would resemble the American Hawaiian S.S. Company

Pala- g Ao ks Aray

C-4 once used in the intercoastal trade (i.e., small hatches
; relative to deck area, many shal low tween decks, engines aft
‘ to preserve parallel midbody area for cargo) [Ref. 7]. The
Challenger Class initially in Tri-Coast use, on the other
hand, had huge hatches, high tween decks, little deck area,

R

engines midships, and vertical ballast tanks that further
@ reduced deck area in the holds. Problems of overstowage and
the resultant rehandling costs seemed to be unavoidable when
these ships were used for a multiple port enviromment with
the type of cargo being offered. It should be noted that in
i a mobilization scenario where all the cargo would be going
to one location, these ships would function quite satisfac-
torily. 1In fact, they are now part of the National Defense
Reserve Fleet (NDRF).
4 The Clipper Class ship that now predominates in the
CS fleet, is somewhat more appropriately designed with four

large holds forward of the machinery spaces and one large

e o Bt e e

and one small hold astern. The upper and lower tween decks

@ are still rather high ranging from nine feet to sixteen
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feet. The forward twin hatches average 27 feet by 40 feet
with some exposed deck area while practically the entire aft
deck is covered with hatches.

The third factor that made and continues to make
controlling costs difficult is the lack of control over
booking cargo and terminal operations, both currently per~
formed or coordinated with MTMC., Ship port calls are based
on cargo offerings which in turn are based on cargo routing.
MTMC routes cargo based solely on their expenses and MSC
shipping rates, not on MSC's overall expenses. Addition-
ally, there appears to be a contingency regquirement to keep
at least three West Coast Defense Transportation System
(DTS) terminals operational (Tacoma, Oakland, and San Diego)
and, consequently, productively utilized. This results in
some inefficiencies from a MSC perspective [Ref. 8]. An
interesting comparison was made showing how the military
differed in its management philosophy from its civilian
counterparts. Table 1I-VI displays these differences with
the consensus from the commercial breakbulk carriers that
the government does not conduct its CS operations the
"right" way [Ref. 10].

The fourth factor relates to inefficiencies in the
current rate setting mechanisms that are too inflexible from
a management perspective. MSCPAC is held responsible for
the basic formula: Profit/(Loss) = Revenue - Cost. In

reality, however, the command has little to no control over
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revenue (billing rates) and only incomplete control over
costs. The present rate structure and shipping cost infor-
mation causes cargo to flow to containers because the
minimal handling cost is reflected in lower overall rates.
Another example of rate inflexibility can be related to the
low utilization rates due to lack of suitable cargo for
"flooring of£." If flooring cargo (i.e., canned or some
other small packaged goods) could be attracted by "loss
leader® rates, overall voyage costs could be reduced by
generating marginal income through use of currently unuse-
able space.

Another complaint concerned the management problem'
of projecting and controlling CS "losses" when no one was
willing to state as a MSC budget line the "cost" of
maintaining specific cargo ships in the controlled fleet to
meet contingency requirements and other mission needs. This
was a real cost, and, without any firm direction, could only
be equated with the average historical voyage loss. Along
similar lines, what was the cost of providing for service
where no commercial service is available? What was the cost
of providing for heavy lift or oversized high priority items
that could not be accommodated in a timely manner by com-
mercial obetators? In other words, it wouid have been
valuable for MSCPAC to know what portion of their losses was

acceptable and what portion was not. To help resolve this
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s problem a "readiness" budget line is planned for the FY 85
NIF budget [Ref. 10].

Delays in financial feedback or inappropriate feed-
back were also recurring problems. Consistent complaints
were noted concerning the heavy reporting requirements to
support voyage analyses. Even after waiting some time for
the receipt of the analyses, it was felt they were not ade-
quately highlighted to show specific enough costs during a
voyage to enable an area commander to draw conclusions and

make better operational decisions.

E. SUMMARY

@ The purpose of this chapter was to introduce the subject
of the Combined Service, explain its antecedents, and
briefly describe how it is managed and operated today. This
perspective, including initial implementation issues and
early operational problems, should be valuable because it
helps provide a framework to evaluate later policy decisions
and operational changes.

The following two chapters will discuss in general the

external enviromment that has impacted military breakbulk ship-
ping. Chapter V will then return and relate the Combined

Service to that enviromment.
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IIr. U.S. FLAG BREAKBULK SHIPPING AS PART OF TIHE
INDUSTRIAL BASE: _EXPECTATIONS VS REALITY
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A. BACKGROUND AND HISTORY

PR R

One of the most important factors to be considered in

measuring the economic capability of any nation is its

s

wt "
&m'

ability to carry on foreign commerce and international

trade. Throughout history, the most powerful and influen-

e

tial governments have been those which have developed their

AN
3 %y

trade potentials and fostered policies designed to improve
their national position. One would think that the United

States, as the world's greatest trading nation, would

el

@ consequently have one of the world's greatest merchant

fleets. A brief historical overview of government support

K
o SN

(or non-support) of the U.S. Merchant Marine, that up until

TR

the near past consisted primarily of breakbulk and tanker
assets can hélp explain this apparent disjunction. This
discussion is supported by Table III-I which shows increas-

ing U.S. oceanborne foreign trade tonnage coupled with

{ o oo g

decreasing market share.

This country was colonized and maintained as a nation by ]

e ]

using sea transportation as the basic means of trade and

_ communication, However, as early as 1789, the need for

government assistance to the American merchant marine was

T el

recognized in the form of a discount on tariff duties for

i 63
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goods imported in American-flag vessels. As a result, the
period 1789-1817 saw the U.S. grow to become the second
largest maritime nation, with Britain keeping the number one
position. Cabotage laws were instituted in 1817 that
reserved domestic trade to U.S. flag ships. Another attempt
at promoting U.S. foreign shipping was the mail subsidy
program during 1847-1857. Unfortunately, because of manage-
ment inconsistencies and cries of "favoritism," these sub-
sidies proved inef fectual and there began a slow decline of
the maritime fleet.

The Civil War period was disastrous for the merchant
fleet during which a large portion was destroyed. At this
all time low, the mail subsidy concept was reinstituted and
operated for thirteen years with little, if any, practical
effect. The Ocean Mail Act of 1891 was a real attempt at a
reformed approach, but it was too little, too late. By
19606, only 9 percent of U.S. foreign trade was carried in
U.S. flag ships [Ref. 12:44]. The mail subsidy was replaced
with a defense subsidy in the 1904 Defense Cargo Preference
Act. This act basically required all defenge cargo to be
shipped in U.S. flag vessels unless they were unavailable or
unless the President found the foreign rates charged by the
available vessels to be excessive or otherwise unreasonable.
This promoted some expansion, but, as the sounds of war

increased across the Atlantic, it became obvious more direct
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{%?; efforts were needed. The Shipping Act of 1916 was an emer-
gency measure to permit production of over 2300 ships for
World wWar 1I.

The first attempt at a comprehensive overhaul of the
merchant marine and the first definitive statement of
government policy concerning aid was in the Merchant Marine
Act of 1920 which stated:

"It is necessary for the national defense and for the
proper growth of its foreign and domestic commerce that
the United States shall have a merchant marine of the best
equipped and most suitable types of vessels sufficient to
carry the greater part of its commerce and serve as a
naval military auxiliary in time of war or national
emergency...and it is hereby declared to be the policy

of the United States to do whatever may be necessary to
develop and encourage the maintenance of such a merchant
marine.”

@ In 1928, in an attempt to correct some of the weaknesses of
the 1920 Act and do something about the obsolescence problem
created by the then-excess World War I fleet, the Merchant
Marine Act of 1928 was passed. 1Its primary emphasis on
broadening the mail subsidy program had little effect on
construction of new ships and the merchant fleet continued
to decline.

By 1936, it was again obvious that the U.S. Merchant
Marine, like most U.S. post-depression industries, was in
terrible shape and minor tweaks to the system were just not
going to work. The positive legislative atmosphere with its
emphasis on getting the country back on its feet allowed the

passage of the Merchant Marine Act of 1936. This Act formed
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the legislative foundation upon which today's merchant fleet
is based. 1It, incidentially, eliminated the ineffective
mail subsidy program and established the first independent
agency to handle maritime affairs, the Maritime Commission.
The Act concentrated on the U.S. foreign trade provided by
liner vessels and promoted U.S. shipbuilding and U.S. flag
operations by very specific Construction Differential ‘
Subsidies (CDS) and Operating Differential Subsidies (ODS).
The ODS was further tied to a Capital Reserve Fund (CRF)
oriented toward replacement of ships as they reached obso-
lescence. It should be noted that the domestic trade was
ignored in this Act as it was felt the much earlier Jones

€§§P Act, reserving all domestic trade for U.S. flag vessels, was

PEPS P 3

sufficient to promote the domestic trade.
There had hardly been time to judge the effectiveness of ‘

the Act of 1936 when World War II arrived with its attendant

1

confusions, The War Shipping Administration was created in

1941 to oversee the building of approximately 5600 merchant

{8 T

ships. The fleet had once again reached healthy proportions

g
T

only to restart its decline at the end of World war 1I. To

dispose of the large number of excess ships in the U.S.

L 2 W o . a nma

inventory and to support the rebuilding of foreign fleets,
the Merchant Ship Sales Act of 1946 was passed. In addition
to managing ship sales, it also created the National Defense

Reserve Fleet (NDRF) which retained and maintained, initial=-

£ ey AaM A A & .8

ﬂ;h} ly, 1421 merchant type ships for national defense purposes.
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e Table III-II is useful in showing the gradual but relentless

E
&
I

decline of the NDRF. The largest percentage of ships in the
NDRF at that time were versatile and flexible conventional
general cargo vessels that carried their own cargo handling
gear and were usable under almost any circumstances. As a
result, the period of 1947-1950 saw little, if any, cargo
ship construction and a general decline in U.S. foreign
trade although there was considerable activity in Europe and
the emerging countries as they bolstered their war ruined
economies. The Reorganization Act of 1958 abolished the

" independent Maritime Commission and transferred its duties
:j . to the Maritime Administration (MARAD) housed within the

‘ g Department of Commerce where it remained until 1981 when
‘:E’ MARAD was switched to the Department of Transportation.

War again acted as the impetus for the expansion of the
merchant fleet. The Defense Production Act of 1950 estab-
lished the National Shipping Authority under MARAD juris-
diction. The merchant marine asqumed a major role in
transportation of goods in the Korean War effort. Approxi-
mately 540 NDRF ships were reactivated and although old, the
active fleet reached major proportions again. The 1954
Cargo Preference Act modified the 1904 Preference Act to
include the additional restriction that at least 50 percent
of the defense cargoes must be shipped on privately owned
U.S. Flag vessels. This appeared to be a ploy to ensure the

Military Sealift Command (MSC) did not move heavily into the
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TABLE III-II
ﬁ; NATIONAL DEFENSE RESERVE FLEET 1945-1982 [Ref. 11:48]
1§. FISCAL YEAR SHIPS FISCAL YEAR SHIPS
o 1945 5 1964 1739
¥ 1946 1421 1965 1594
§§ 1947 1204 1966 1327
o 1948 1675 1967 1152
R 1949 1934 1968 1062
o 1950 2277 1969 1017
wh 1951 1767 1970 1027
. 1952 1853 1971 860
1953 1932 1972 673
1954 2067 1973 541
1955 2068 1974 487
1956 2061 1975 419
N 1957 1889 1976 348
§§ 1958 2074 1977 333
e 1959 2060 1978 306
"“ 1950-60 2000 1979 317
fg 1961 1923 1980 320
& 1962 1862 1981 317
¥ 1963 1819 1982 304
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defense dry cargo business using the ships it had reacti-
vated for the Korean sealift. Nonetheless, the period of
1954-1962 was again one of decline for the merchant marine
and significantly, both commercial and NDRF ships were
beginning to reach block obsolescence as most had been built
to support World War II requirements.

The 1968's saw the demand for merchant shipping again
rise to meet the heavy shipping requirements of the Vietnam
War. In the FY 1965 Annual Report of the Maritime
Administration, there were 1594 ships in the reserve fleet
of which 960 were under preservation. One hundred seventy-
six (176) ships were reactivated. The aging reserve ships
performed surprisingly well even though there are interest-
ing tales of retired ship's engineers being recalled to
active service because they were the only people left who
knew how to machine parts for these ships as the machinery
regularly broke down. Due to obsolescence and attrition
from the NDRF fleet over the years, the U.S. required the
services of over 33 shipping companies which included 73
foreign flag vessels to meet the Vietnam lift requirements.
These 73 ships represented almost 25 percent of all the
foreign flag ships serving U.S. commerce through non-liner
trade at the time [Ref. 13:2~14]. 1In other words, a sub-
stantial portion of worldwide shipping assets were needed to
support the U.S. military requirement in Vietnam.
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Figure III-1 helps display the magnitude of the Vietnam era
shipping effort from a worldwide perspective.

The United States entered the seventies feeling that
without an immediate and massive fleet renewal program for
the merchant marine the U.S. shipping industry could cease
to be a world player and defense needs in time of emergency
would not be met. The Merchant Marine Act of 1970 attempted
to rectify some of the more glaring problems of the 1936
Act, It is generally credited with: (1) a substantial
increase in ship production; (2) fleet modernization and
increased efficiency in ship building and operation (and
hence increased effectiveness of ODS and CDS funds); (3)
increased attention to the development of domestic water
transportation; and (4) recognition of the importance of
bulk trades. However, most of these improvements had little
effect on the breakbulk fleet.

Of the 344 ships in the NDPF in December 1976, only 139
ships were general cargo ships. The remaining ships were
Navy-owned non-combatant ships not available for general
waterborne transport. This group of Navy ships was
comprised of mine-sweepers, tugs, and other miscellaneous
ship types which were not capable of carrying military
cargoes. One hundred thirty (136) of the general cargo
ships in the NDRF at that time were VICTORY Class ships
built by the government during World War II. These steel
hulled freighters are propelled by steam turbines and are
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capable of sustained sea speeds of 15 and 17 knots. The
lift capacity of these ships is approximately 10,800
deadweight tons (DWT) and they are self-sustaining. The
remaining nine general cargo ships were relatively newer
SEATRAIN ships designed to carry locomotives and railroad
freight cars [Ref. 14:41].
B. GENERAL TRENDS IN WORLD BREAKBULK SHIPPING AND THE
DWINDLING U.S. FLAG ROLE
Trying to focus on breakbulk shipping trends over a
period of time is confused and confounded by the inconsis-
tent use of the term breakbulk to describe a type of cargo.
The terms general cargo and dry cargo are sometimes used in
analyses interchangeably with breakbulk and at other times
as larger categories encompassing breakbulk cargo as a
functional subcategory. For the purposes of this thesis,
the hierarchy of terms to be dictated by ship functions is
def ined as:
Dry Cargo
Dry General Cargo
Breakbulk Cargo-Liner
Breakbulk Cargo-Tramp
Multipurpose General Cargo Ship
Roll-On/Roll-0Off
Containership
Barge Caprier (LASH, SEABEE)
Specialixed Dry Cargo
[umber Carrier

Car Ferry
Paper Carrier
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Dry Bulk Cargo

Gypsum Carrier

Cement Carrier

Coal Carrier

0il/Bulk/Ore Carrier

Grain Carrier

Ore Carrier
Most of the specialized and dry general cargo ships partici-
pate in the liner trade. Liners are ships that ply fixed
routes on published schedules. Most of the dry bulk
carriers, on the other hand, are either privately owned or
operated in the tramp (or for-hire) trade. The types of
cargo to be actually handled by a breakbulk ship in com-
mercial or military employ can be broken down into two main
categories. The fipst is general cargo consisting of
packaged, crated, bagged, or otherwise contained manufac-
tured and semi-processed goods. This "mark and count" cargo
is included under the category of general cargo moved
largely in liner service. 0dd lot containerized and/or
unitized cargo (including MSCVANS and MILVANS) falls in this
category. The second type can be called miscellaneous dry
cargo and is defined as raw or processed commodities is the
primary type of cargo handled by general cargo ships not in
the liner service. This cargo is moved in quantities too
small to justify bulk movements and/or cannot be handled by
bulk transfer methods. This category includes cargo gen-
erally classed as neo-bulk [Ref. 15:21].

The post World War Ii period is a good place to start

looking at modern trends in breakbulk shipping. The years
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3; -i&%%- 1945 through 1950 saw little total growth in oceanborne
foreign trade although, as discussed in the previous
section, the other industrial nations were expanding their
foreign commerce while the U.S. was slowing down. This
growth in foreign-to-foreign trade was facilitated by the
sale of approximately 2000 ships of various types, including
680 Liberty ships, by the U.S. government to U.S. and
foreign shipping concerns. The Liberty ships were typical
breakbulk ships 427 feet in length. They had a draft of 28
feet, a speed of 11 knots and lifted 10,860 DWT. These
"tweendeckers®” were suited to either liner or tramp trade
and could carry neo-bulk, as well as, more typical "mark and
count® general cargo [Ref. 16:86] . Countries whose merchant

‘ fleets had been decimated by the war and newcomers into the
national flag business lured by the need for foreign
currency to support their fledgling economies were the
primary purchasers of these ships. The U.S. was carrying a
substantial portion of her waterborne foreign trade at this
time with much of the cargo generated by the liberal
economic aid provided by the Marshall Plan and growing
American fascination with foreign luxury goods.

This brings up the subject of what was being carried in
these numerous breakbulk ships that was so necessary for
U.8. commercial expansion. 1In looking at commercial cargoes
from the viewpoint of trends, an interesting statement by

@ the prominent economist Lester C. Thurow pointed out, "As
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;\"C! AN
I ﬁg%? late as the 1960's, if international trade had been

abolished, the man on the street would barely have noticed

%3

;§§ the difference. ...but by 1988, 25 percent of the economy
5

ﬁg was involved in either exports (12.9 percent of the GNP) or

imports (12 percent of the GNP), compared with 18 percent in
1968. The U.S. no longer exports to buy luxuries, we export

to buy necessities, including energy and strategic
minerals.” [Ref. 17:13].
Major categories of import and/or export dry goods
g include products of agriculture, forestry, fertilizer,
mining, iron and steel, and manufacturing. Through the
1950's all of this was handled as breakbulk cargo. However,
a by the 1968's, the dry bulk carrier ton-miles were increas-
ing at a rapid rate, This shift was primarily due to the
o penetration into the market of the more productive bulk
carrier and related terminal handling equipment specifically
denigngd for certain cargoes. Competition for cargo came
from other transportation modes as well as foreign ocean-
borne sources. The 1950's and 1960's also saw the develop-~
E ment of rail and motor competition for the landbridge trade.
gé Cutthroat price cutting on the part of these industries is
- partial explanation for why, in an expanding internal
economy with an ever increasing demand for domestic trans-
,{ portation, the coastwise (i.e., intracoast) and intercoastal

fleet had all but disappeared by the mid 1960's [Ref, 18:2].
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By the early 1970's, over 80 percent of all bulkable
cargoes were being carried by the pure bulk carriers with
the biggest market in iron and coal [Ref. 15:16]. Most of
the bulk carriers operate in the non~liner trade, and it is
estimated that only 2 percent of U.S. bulk cargo is now
carried by U.S. flag ships. Figure I1I~2 displays which
flag registered ships recently carried the major portion of
U.S. oceanborne trade of all types. The significance of
these figures is directly related to the essentiality of
these imports. Of the over four billion tons of raw
materials currently required to sustain our peacetime
economy, the Department of Defense lists 71 commodities as
vital to our industrial security [Ref. 19:14]. Of the 68
that are imported, the Office of the Chief of Naval
Operations has further identified 26 commodities considered
essential imports [Ref. 13:2-1]. Rather than address each
od these from a supply and demand perspective, Table III-III
is included to qualify the magnitude of need and indicate
potential accessibility problems based on source countries,
It is estimated that U.S. imports and exports (both dry and
liquid) will rise from 280 million metric tons to 464
million metric tons from 1988 through 20060 and Table III-IV
gives an idea of how some of these primarily bulk commodi-
ties may be affected (Ref. 13:2-2].

Because there is very little data on strictly breakbulk

cargoes, any translation of projected total increases of
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.i;..‘ ‘_\& _ TABLE III-IV
R ‘ti’§§ FORECAST OF U.S. SEABORNE TRADE IN MAJOR AND MINOR
BULK COMMODITIES: 1980 - 2000 [Ref. 13:2-2]
e (Million Metric Tons)
e
.;” Commodity Group 1985 1990 1995 2000
<y AGRICULTURE 104.0 118.9 134.3  149.9
Grains (1) (E) 65.8 74.8 84.1 93.6
o Rice (E) 2.6 2.6 2.7 2.9
ok Sorgnum (E) 5.8 6.3 7.0 7.7
N Soybeans & Meals (E) 24.9 30.1 35.2 40.3
s Sugar (2)(I) 4.9 5.1 5.3 5.4
' FORESTRY
Lumber, etc. (I/E) 31.6 35.7 40.5 45.7
Y FERTILIZER 22.3  22.9  16.3  12.6
¥ Fertilizers (3)(E) 5.7 4.8 3.0 1.6
55 Phosphate Rock (E) 15.0 17.0 13.0 11.0
W Potash (4)(E) 0.4 0.3 - -
' Sulpher (5)(E) 1.2 0.8 0.3 -
& MINING 127.3 148.1 174.2  200.3
é; Chrome Ore (I) 1.1 0.9 0.8 0.7
‘oF Coal (6)(E) 51.3 56.5 " 68.7 82.4
,§ S Gypsum (I) 8.4 9.5 10.5 11.5
@ Iron Ore (I) 45.0  57.7  68.3  78.0
. Managanese Ore (I) 1.1 0.9 0.7 0.6
3 Aluminum Raw Mat: (I) 20.4 22.6 25.2 27.1
Al of which: Bauxite 15.5 16.0 16.5 16.0
o Alumina 4.9 6.6 8.7 11.1
W IRON - STEEL 23.3 25.5 26.2 28.1
Iron - Steel Scrap (E) 11.1 11.4 9.8 9.1
5 Iron - Steel Products (7)(I) 12.2 14.1 16.4 19.0
¥ MANUFACTURING 15.5 18.5 22.6 27.1
b3 Cement (8)(I) 4.2 4.8 5.5 6.3
§. Passenger Cars (9)(I) 0.7 0.8 1.1 1.3
' Petroleum Coke (E) 10.6 12.9 16.0 19.5
;5 TOTAL TRADE 324.0 369.6 414.1 463.7
A1 :
ks (E) - Export only, (I/E) - Import and Export, (I) - Import only
s (1) Wheat, maize, barley, oats + rye
o (2) Raw basis
B (3) Phosphate fertilizer
% (4) potassium chloride, or Muriate
I (5) Brimstone or elemental sulphur
b (6) Bituminous coal
: ‘(7) Unalloyed steel simi-manufactures
(8) including cement clinker
(9) excluding commercial vehicles
S
B

..........
.....
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”3*5 seaborne trade into an estimate of increases in breakbulk

RN

; - shipping would, by necessity, be somewhat subjective. The

g; technological advances in merchant ship design and function,

§g | and more specifically, the increase in the number of bulk

P u carriers and containerships, has resulted in the redirection

§§ of the traditional cargoes of breakbulk ships. So, even as

§§ projections show that the total ton-mile (TM) trade will
increase from 1.7 billion TM to 2.6 billion TM during the

i;% 1985~-2000 period, it is practically impossible to equate

§ that growth to breakbulk operations other than to say break-

. bu{k cargoes will continue to expand but probably at a

;ﬁ slower pace than the total dry bulk market [Ref. 13:2-7].

gﬁ SOTAY The writer considers a 1 percent annual growth figure to be

b 3 SEAKN
e E’ probably reasonable.

The other portion of U.S. cargo relevant to this discus-

sion is military cargo. U.S. Army, Navy, Air Force, and

Marine Corps bases are maintained outside the Continental

gg United States (CONUS) to protect U.S. interests worldwide,
§§ These bases are predominantly supplied from the U.S. main-
;; land. Of the ten classes of supply and MILSTAMP water

;% commodity codes, almost all of the construction materials
A (Class IV) and non-military consumables (Class X) were

;j determined suitable for carriage in breakbulk ships.

Significant portions of most of the other cargo classes
could also be transported in breakbulk ships [Ref. 13:2-13].

Considering just peacetime military cargo movements, DoD
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sponsored dry cargo originating in CONUS is expected to
consistently increase. Although the magnitude of tonnage
depends on the extent of worldwide military presence, the
tonnage required to maintain current levels of U.S. presence
abroad is approximately 5.3 million short tons of cargo
annually [Ref. 13:2-14]}.

Peacetime assets to move government cargo include the
U.S. flag fleet and the MSC controlled fleet. Appendix A
reflects summary data on all of the dry cargo moved by MSC
in the years FY 1975 and FY 198l. This summary data is
further broken down by the following specific types of
cargo: household goods (HHG), reefer, bulk, privately owned
vehicles (POV's), ammunition, general (less HHG), radio-
active waste, trailers. (cargo carrying), special, and
aircraft., .

C. U.S5. CONTROLLED AND WORLD DRY CARGO FLEETS AS A

MOBILIZATION ASSET

The word "mobilization® brings different pictures to
people’s minds depending on their perspective. The military
see it as the culmination of all their planning to success-
fully fight a war. The Department of Transportation, the
FPederal Emergency Management Agency (FEMA), MARAD, and other
national organizations see it as a marshalling of the entire
industrial base. The average U.S. citizen, too young to

remember World War 1I, probably thinks little beyond the
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;3 :;.;J institution of the draft. 1In reality, it is all of the
above and more, It is a process carefully planned to be i
§ made more controllable with many degrees or steps from 3
% surge, through partial mobilization, full mobilization and i
total mobilization [Ref. 20:54]. ;
g In this section the term mobilization will be used to :
; refer to the military state of full mobilization where the
entire reserve force is activated and defense related
% industries are “"ratcheted up" to support it. When consider-
% ing this environment, it rapidly becomes obvious how much
; the United States is an island power. This country is,
? quite simply, wholly dependent on ships both to perform and
% e, to support major national security tasks. In anything less
\ @ than a full-scale nuclear war, we would need sufficient
§ numbers and suitable types of merchant ships to supply and
‘% reinforce U.S. and allied combat forces overseas. What some
planners could easily forget is that, at the same time, the
}5 U.S. would also need merchant ships to continue transporting
tﬁ the vast quantities of essential raw materials needed for
; the U.S. to fight a sustained war, not to mention the need
ﬁ to move all manner of bulk commodities and finished goods to

_f help sustain allied countries. 1In other words, not only
would the military requirements for merchant shipping
increase sharply, but the "commercial®™ needs would also peak

at the same time.
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roles during times of national emergency. These roles are:

One of the most difficult problems to confront in con- 5
tingency planning is the fact that the mission hierarchy for (
the merchant fleet in peacetime is completely reversed in a E
wartime scenario. The resultant national defense mission
hierarchy for merchant shipping would be:

a. Military Auxiliary,

b. Defense resupply,

C. Security (support of the defense economy), and

d. Commerce.

These missions can be further broken down into six major

strategic sealift, Mobile Logistic Support Force (MLSF)

augmentation, amphibious operations support, Logistics ]
Over-the~Shore (LOTS), other military. applications, and !
support of the economy (Ref. 13:3-1]. :

To support these roles, the Navy and the Maritime
Administration must cooperate clogely to ensure that com;
mercial merchant ships, built with government support, not
only perform their commerical purposes but are readily con-
vertable to defense purposes during times of national emer-
gency; National Defense Features (NDF) are specified so
that ship designs having potential use as naval or military
auxiliaries could function in the roles mentioned above.
Types of general cargo ships completely or partially suit-
able for the roleq of military auxiliary, defense resupply,

or security include:
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Breakbulk, including dry bulk carriers with
breakbulk capability,

Breakbulk (heavy lift),

Container (cellular),

Roll-On/Roll~Off,

Barge Carriers,

Combination (RO/RO, container, breakbulk), and

Tug-Barge Combinations.

Ship types suitable for the remaining role of support for

the defense economy include dry bulk carriers with no

breakbulk capability, OBO carriers, and other miscellaneous

types [Ref. 21:Encl (1), 2].
To attempt to determine the suitability of dry cargo

ships for use in wartime, a ship type must be considered

from a functional perspective within the framework of the

following specific missions:

b.

Ce

d.

Port to port delivery of general conventional cargo.

Port to point delivery of general conventional cargo
to an area lacking an improved, operable port.

Port to port delivery of general conventional cargo
along with outsize cargo capability.

Port to point delivery of general conventional cargo
along with outsize cargo (for example LCU's and
Delong barges) with an offload capability in an area
lacking an improved, operable port (this also
provides the general requirements of supporting
amphibious and LOTS operations).
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e. Port to point delivery of containerized cargo, in an
area lacking an operable containerport (this also
meets the requirements of logistic re-supply for
amphibious operations).

f. Fleet re-supply or consolidation, whereby an
on-station Navy replenishment ship is re-supplied.
(Dry-cargo)

g. Provide a capability for unloading a non-self-
sustaining container ship.

h. Port to port opportune lifts of outsize military
cargo. [Ref. 21:Encl (1) ,3]

The types of National Defense Features that could be observ-
ed and/or manipulated to better assign a specific ship to
one or more of these missions would be related to speed,
shock resistance, generating plant capacity, feed/potable
water distillation and storage, propulsion systems, a
nuclear/biological/chemical (NBC) washdown capability,
military personnel facilities, communications, and cargo
gear/cargo operations.

Breakbulk ships, dry bulk ships with a breakbulk
capability, and heavy lift breakbulk ships in the “handy
size" category (10,000-38,008 DWT) have been found to be the
most useful and flexible from a national defense logistics
viewpoint. The breakbulk ships must have a sel f-sustaining
1ift capacity of at least 780 long tons with an outreach of
25 feet over the side of the ship, a minimum od three holds
serviced with a minimum lift capacity of 20 long tons each,
and provide a 30 foot outreach to load lighters. The heavy
1ift breakbulk ships must have, in addition, a minimum lift
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capability of 280 long tons with an outreach of 25 feet over
the side., These ships would be used for port to port
delivery, port to point delivery, port to port delivery of
outsize cargo, port to point delivery of outsize cargo, and
fleet resupply [Ref. 21:Encl (1), 7-8].

In a study of the world dry cargo contract fleet serving
U.S. seaborne commerce during the period July 1980 ~ July
1981, a total of 1891 vessels were observed and analyzed for
defense suitability. Of them, 62 percent were found suit-
able for an economic security role and 25 percent were
suitable for a defense resupply role [Ref. 13:5-14]. The
breakdown of this all important 25 percent by flag registry
is displayed in Figure III-3. Assuming this 25 percent of
the world's dry cargo contract fleet currently in U.S. trade
were, in fact, available for hire in a wartime scenario, a
fleet of approximately 480 ships of high military and
defense relevance could be assembled [Ref. 13:5-13].

How this relates to potential needs is best shown by
comparison. During the Korean War, an average of 400 dry
cargo ships were employed in the MSC controlled fleet to
sustain the deployment, representing 17 percent of the total
military suitable U.S. sealift assets, At the time, 2422
dry cargo ships were available from the NDRF, U.S. Merchant
Marine, and MSC nucleus fleet. 1In Vietnam during the peak
sealift year of 1968, the MSC controlled fleet averaged 420
ships or 35 percent of the total U.S. assets. If a
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FPigure III-3. Composition of the World Dry Cargo Fleet
) Serving U.S. Seaborne Commerce Suitable for a
i Defense Resupply Mission (Period July 1980 -
June 1981) [Ref. 13:5-15]
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contingency occurred today, requiring a sealift capacity
comparable to the Korean War or Vietnam conflict, about 350
militarily suitable dry cargo ships would be needed and that
represents approximately 80 percent of today's U.S. control-
led dry cargo fleet [Ref. 22:26]. So, some analysts would
say that the U.S. is not in so bad a position after all
because in an emergency, we are still capable of providing
adequate sealift with existing U.S. resources.

If one were to settle into that somewhat complacent
attitude, one would be succumbing to a dangerous fallacy.
To help expose this fallacy, there are some questions that
should generate negative (or at least worried) responses.
If the military was directly utilizing 80 percent of the
U.S. controlled fleet, who is left to "mind the store?" The
U.S. economy would be completely dependent on foreign flag
ships for transporting everything from strategic raw
materials to sophistiaated manufactured goods. What happens
vhen shipping is sunk? Where is the feserve for the
Regerve? What if majof foreign flag countries choose to be
neutral and the Effective U.S. Controlled Fleet (EUSC)
becomes ineffective? How available are allied merchant
fleets for our emergency needs? 1Is the U.S. controlled
fleet in adequate opcrational condition (particularly the
NDRF) 2nd could we really put together 35@¢ functionally
balanced ships? If not, and foreign flag ships had to be
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chartered, is there enough slack in the world fleet to pick
up the additional U.S. cargo to keep our economy going?
Most of these fears were nicely summed up in 1980 by a
quote by RADM Keener, then COMSC, when he said,
*The U.S. Navy, per se, does not have and will never have
organic sealift assets sufficient to meet the demands of
more than the very first phases of any emergency. The
cost in dollars and manpower for DoD to provide that
capability would simply be too great. We rely on the U.S.
Merchant Marine for emergency sealift services and sealift
assets, both in peacetime and wartime ... [but] the U.S.
flag merchant marine does not have in large quantities the
kind of ship that we in defense see the most need for.
Those are breakbulk and roll-on/roll-off, or self-
sustaining, 20-foot containerships. ... In the first six
months of this fiscal year [FY 79] ... the MSC spot-
chartered 47 ships and because there weren't enough U.S.
flag tankers, 22 of those were foreign." [Ref., 23:24-25]
If the U.S. had to mobilize in the near future, available
sealift resources (excluding operating U.S. Navy Auxil-~
iaries) would come from, first, the MSC Controlled Fleet
inventory displayed in Figqure I1II-4. The NDRF, including
the Ready Reserve Force (RRF), and the privately owned U.S.
flag fleet are shown in Table III-V. The Effective U.S.
Controlled Fleet is displayed in Table III-VI. To better
equate these figures te the major merchant fleets of the

world (by flag registry) Table III-VII is included.

D. MODERN TRENDS IN DRY CARGO SHIP DESIGN AND CAPABILITIES
Breakbulk shipping in the form of small coastal carriers

has been around since the beginning of seaborne commercial
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activity. The advent of tramp shipping with dry cargo
vessels operating on a worldwide basis first appeared on the
shipping scene about the middle of the 19th century. These
ships of approximately 20080+ DWT carried commodities
required by the industrial nations. The general cargo ship
(a subcategory of dry cargo ships) must be evaluated by its
design that should provide adequate space to carry the cargo
and facilities for handling the cargo. The most typical of
these ships had two decks, hence the appellation "tween-
deckers."™ For many years, in this type of ship, the propel-
ling machinery was situated amidships with the cargo hold
forward and aft of the machinery space. Today, the tendency
is to position the machinery further aft so that there are
three or four holds forward of and one hold aft of the
machinery space. This.enables the amidships portion of the
hull to be used for cargo, which is a definite_improvement
since cargo stouage and handling are much more convenient.
There is, however, the problem of trim, but this can usually
be solved by having a midship deep tank, which can be avail-
able for cargo as well as water ballast [Ref. 16:65]. The
technology that permitted this substantial design change was
the switch from coal to oil fuel, reducing bunker capacity
needs and eliminating the necessity of storing coal fuel
immediately adjacent to the engine space.

Elements of cargo handling that have also greatly

improved over the years include self-supporting hatch covers
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and more versatile derrick and crane design. 1In general,
hatch ways should be as large as feasible in order to
minimize the amount of horizontal movement necessary to stow

the cargo. These openings must have portable coverings

|
|

which can be readily removed when the ship is in port, but
must be weathertight when the ship is at sea. Many designs
now exist that permit the opening of these large (commonly
29 feet by 60 feet) hatches at the push of a button

(Ref. 16:66] . Derricks are fitted either to single or bipod
masts or special derrick posts and are operated by steam or
electric winches. Cargo ships generally have four derricks
for each hold with the capability of rigging two or more }n
tandem for certain types of cargo maneuvers. Deck cranes
have the advantage of negligible rigging time and can
function within an entire working radius, Cranes are used
for rapid loading and discharéing of cargo in the 3 ton to
15 ton range [Ref. 16:67].

Ships have continued to increase in size over time as
trade routes increased in length, thus improving produc-
tivity at sea and decreasing the cost per ton-mile.

However, these economies of scale at sea were being counter-
acted by diseconomies in port. Larger general cargo ships
with proportionately bigger cargoes increased costly port
time and caused bottlenecks in stevedoring operations,

storage and transshippments. 1In other words, the ports were
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not taking advantage of new technology as fast as the ship-
ping companies were. This lag, and the associated costs,
pushed shipping companies into even more elaborate tech-
nology swings to primarily reduce reliance on port opera-
tions whose management was now often accused of being
unresponsive.

In all fairness, shipping is an extremely dynamic
businegs that has fewer barriers to entry and exit than saome
other forms of transportation. Although ships are very
expensive, the industry is not considered particularly
capital intensive because the ocean "highway" is free to the
user and the terminal infrastructure is provided by others
thus permitting the shipping companies flexible ship util-
ization to meet evolving marketing strategies. The port
management, on the other hand, has to look at their charter
from the perspective of managing a long term, probably
national, asset that serves many other social, political and
economic purposes than the obvious one of loading and
off-loading ships.

There were major ship design changes that resulted in
permanent shifts from reliance on predominantly breakbulk
shipping. The first was the development in the 1958's of
specialized bulk carriers that could carry a variety of dry
cargoes, be purely either ore or crude oil, or be oil/bulk/
ore carriers. In order to provide rapid port turn arounds,

bulk carriers must transport their goods between ports which
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' %éé © are equipped with specialized handling equipment. From the :
mid 19508's and into the 1968's, this was the most rapidly

expanding segment of the seaborne shipping industry.
The late 1960°'s and early 1970's also saw the emergence 5
of unitized cargo carriers including containerships, RO/RO's, !
pallet ships, and barge carriers including LASH and SEABEE é
designs. Container ships are capable of carrying cargo in 1
: prepackaged metal conﬁainets (20, 35 or 40 feet long by 8
% feet high, by 8 feet wide). They have the advantage of :
| being able to carry large volumes of cargo coupled with ease
of handling, thus drastically reducing material handling and
E port turn around time. However, the cost of inland distri-
@ bution and large container marshalling yards still keep
§ total handling costs higher than expected.
. RO/RO ships are, in general, designed for carriage of

W S NPT NPT T TR RN

automobiles, commercial motor vehicles (including trailers)
and other unitized cargo. The procedure for loading and
offloading vehicles is simply to drive them on or off the
ship. The cargo, in a sense, positions itself in cargo
spaces. In general, the idea of doors in the sides or ends
of a ship that open to form ramps was not adopted until
World War II made it essential to land goods on open
beaches. The types of transfer and access gear are
numerous, each designed to serve a specific purpose such as
@ a stern ramp, lﬁern door, internal ramp, hoistable plat-
forms, bulkhead doors, and side ramps [Ref. 16:70]. Again,

100
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{ggg for cargo handling to be as easy as it sounds on RO/RO's,
there must be close coordination between ship and shore
facilities. This is particularly true with the disappear-
ance od the RO/RO carrying ifs own ramps. Ramps, because
they are by necessity bulky, take up a considerable portion
of otherwise useable cargo space. Therefore, newer RO/RO's
rely on port facilities to provide ramps suitable to their
quay and tidal conditions.

Pallet ships were developed to support routes where
cargo in containers was not sufficiently flexible. Cargo
handling methods are based on slings and pallets. Most
ships built for palletized cargo also handle other cargo.

For instance, a ship built for this purpose, the Manora, is

built to't:ansport cargo as follows:

a. Pallets shipped through side~ports and also by
crane; the pallets are then moved forward and aft
by truck in the upper 'tween decks.

b. General cargo carried in the holds.

¢c. Containers on the upper deck. [Ref. 16:74)

Another attempt to cut in-port turn around time and

thereby cut costs has led to the development of barge carry-
ing ships. The LASH ship uses a "lift-up and lift-over"

(LO/LO) technique with 500 ton gantry cranes to stow pre-

loaded lighters, The SEABEE ships, on the other hand, float

barges onto an elevator of approximately 2000 ton capacity

and use a roller system for stowage. The primary advantage
@ of these carriers is that they are capable of loading and
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unloading barges in rivers and estuaries away from docks and
quviys. Thus, they reduce the time in port and avoid the
usual problems of port congestimn [Ref. 16:88]. They also
have obvious military applications of over-the-shore dis-
charging of cargo in locations where no port facilities

exist.

yler Tamald
P, SR SN S

Not only have ship configurations changed over the past
thirty years to meet new shipping demands, but less visible
technological advances have also made major impacts by
increasing ship productivity. Hull systems have been
improved to increase speed and facilitate seakeeping,

propulsion systems have become more fuel efficient, cargo

@ handling and containment has become more sophisticated,
navigation and communications have made tremendous strides,
steering, maneuvering and mooring capabilities are much
improved, and automation and control systems have truly

revolutionized the merchant shipping industry.
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IV. SIGNIFICANT LEGISLATED POLICY CHANGES AND OPERATIONAL
A. THE MERCHANT MARINE ACT OF 1976: 1978 to 1981
‘ As discussed in an historical context in Chapter III,
w the Merchant Marine Act of 1970 was an attempt to update the
Act of 1936. The international maritime industry as well as
the U.S. flag segment had undergone many changes since 1936
34 and while amendments had been made to the original Act, a
major rewrite was in order., What was the goal of this new
piece of legislation? First and foremost, it restated the
need for a strong merchant marine and a viable shipbuilding
e industry. At the same time it recognized that the dominant
world trade had shifted from liner service to trade in bulk
*3 ‘commodities more prevalently transported in tramps or pri-
R vately owned ships. Other ship operational considerations’
were the technology supported shifts to bigger ships,
. shorter turnaround times, and decreasing manpower require-
— T ments associated with the new ships. On the shipbuilding
side, the Act reflected the thinking that U.S. yards could

become liore efficient, and even competitive on a world

market basis, if presented with the right set of conditions
(Ref. 26:93).
In support of these objectives, the Act legislated the

following specific actions in support of the shipbuilding
@ industry:

183

RPN A O " L RS
T AR ‘ll“l,, .‘x.t "t




C.

£.

a,

-
--------------

......

It mandated the construction of 300 vessels during
the period 1971-1980 to promote economies of scale
due to standardization and a stabilized work force.

It increased the Federal Ship Mortgage Insurance
funds from $1 billion to $3 billion to provide
capital for ship construction.

It permitted shipbuilders to apply for and receive
CDS funds directly thus breaking the inappropriate
tie between CDS and ODS.

It replaced the Capital Reserve Fund with the
Capital Construction Fund (CCF) for use by all
eligible vessels in all trades.

It authorized the purchase of foreign components

for shipbuilding where insistance on U.S. components
would result in an unreasonable delay in completion
of the ship.

It created the Commission of American Shipbuilding
to act as an industry investigator and recommender
of improvements [Ref. 26:93-94].

ii From an operations perspective, the following changes
were initiated by the Act of 1979:

The CCF with its attendant tax advantages was made
available to the non-liner bulk cargo trades to
better permit competition with foreign-flag counter-
parts and encourage the return of "Flags of
Convenience®” to the U.S. fold.

*Subsistence” was eliminated as an item in the ODS
to encourage greater efficiency.

The “"recapture clause" was eliminated in an attempt
to encourage improved efficiency (i.e., if a ship-
ping company made more profits than were allowed,
they had to remit the excess profits thus encourag-
ing them to spend to the limit).

Payment of ODS funds were prohibited for seamen not
necessary for the efficient manning of the vessel
and tied the subsidizable wage cost of those men
employed to a national wage index thus forcing both
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the government and management to be more cost
conscious and ultimately more competetive in the
world market. [Ref. 26:95-96]

After reviewing the intent of the Merchant Marine Act of
1970, it is appropriate to look at its actual effect on the
U.S. merchant marine from 1978 to 198l. This information is
best displayed in tables. The actual number of U.S. flag
ships built in this period is contained in Table IV-1. A
snapshot view of 1978 reveals more specific data in Table
IV=-11. This can be compared to Table IV-III showing a total
of 1134 dry cargo ships (1382 total merchant ships less 248
non-dry cargo ships) built for the world market in 1978.
This represented an average shipbuilding year [Ref. 27:9].

Actual CDS and ODS paid in a similar period is shown in
Table IV-IV. Changes in U.S. oceanborne foreign trade dry
cargo carried including the U.S. flag market share is
displayed in Table IV-V. The U.S. ocean going merchant
marine existing at the end of the represented period is
shown in Table IV-VI,

The tables represent a good overview of what did happen
to the U.S. flag merchant fleet over that twelve year
period, but it is difficult to identify what if anything is

attributable to the Act of 1970. Looking again at

Table IV-I, there is no question that there appears to be a
shipbuilding spree by peacetime standards. As it takes time
to finance, design, and build ships, the years 1973, 1974,
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TABLE IV-II

NEW SHIPS DELIVERED DURING FY78 [Ref. 28:11]

S
ifa OWNER* TYPE VESSELS
} X SUBSIDIZED
hd Gulf 0Oil Corp. Crude 0Oil Tanker 1
. El Paso Southern Tanker Co. LNG Carrier 1
?i. Wilmington Trust Co.
o (Summit II, Inc.) LNG Carrier 1
g Wilmington Trust Co.
a% (Summit III, Inc.) LNG Carrier 1
| 4
" NONSUBSIDIZED
P! SOHIO Subsidaries Crude Oil Tankers 4
34 Manufacturers Hanover Trust Co.
(Shipmor Associates) Crude 0il Tankers 3
Ly General Electric Credit Corp.
ey (shell 0il Co.) ’ Crude 0il Tanker 1
1%2 Patriot I Shipping Corp. LNG Carrier 1
Wy - SOHIO Subsidiary Crude Oil Tanker 1
Ry P Standard 0il Co. of Calif. Product Tanker 1
Cleveland Tankers, Inc. Product Tanker 1
KA **Matson Navigation Co. Containership 1
::& **Bethlehem Steel Corp. Bulk Carrier 1
LS **aAmerican Steamship Co. Bulk Carrier 1
s **CF Industries Tug/Barge 1
Total New Ships Delivered FY 1978 20

* Bareboat charterer is shown in

- a bank.

o ]

;a ** Dry cargo ships.
[y
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parentheses if owner is
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i TABLE IV-III .

SHIPS OVER 1000 GRT BUILT WORLDWIDE IN 1978

v d

§ (By Ship Type)

!

Y

) DRY CARGO

, Breakbulk 503

o Container 83

A RO/RO 91

4 Special Auto 45

2 Bulk 265

’ Refrigerated 39

. Combination 17

;;; Special Purpose 71

3 LIQUID CARGO

i 0oil : 131
Chemical 23
LNG 27

;

\& OTHER

& - Passenger 20

» i“‘si; “a Fishing 67

@ TOTAL 1382

g (Compiled from Reference 27, Appendices IIID, IIIE, IIIF,

. I11G, I11J, IIIL, IIIM, IIIN, IIIP, IIIQ, IIIR, IIIS)
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s and 1975 included ship deliveries that were directly related
to the new emphasis on bulk trades. The objective of cost

& reduction also appeared effective as the CDS rate has con-

= sistently decreased which permits the building of more ships

with the same or less outlay of funds [Ref. 26:97]. 1In

fact, with the "buy foreign" legislation passed in 1981, no

AT

CDS funds were requested for FY82, FY83, and FY84, Pressure

by shipbuilding interests has kept this legislation from

~.
.

et %
[rag

S

being implemented and, consequently some CDS funds were

reinstated into the FY82 and FY83 national budgets.

However, the last ship to be built with CDS funds probably
. was the tanker Falcon Champion built to be chartered by MSC
(ﬁﬁ? and launched 10 September 1983. As a result of changes in

A A3

% the ODS, there was more emphasis on reducing operational

f? costs also. This was the era of taking advantage of tech-
nology to increase spegds, reduce turn around time, build

ég bigger capacity ships, and innovate to reduce crew size.

éi It should be noted that this encouragement to become

- more competitive on the world markets has led directly to

the unsuitability of most of these newer ships for military

purposes. For instance, although breakbulk shipping was

alive and well in world trade as evidenced by the makeup of

’ the ships delivered worldwide in 1978, not a single
breakbulk ship has been built in the U.S. during the period
5'!5 under review. Although bulk shipbuilding was encouraged by
s the Act of 1978, the U.S. continued to lose market share in
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w this basically non-liner trade (see Table IV-V). The U.S.

never came close to its goal of 300 subsidized ships and, in

- rt.
el 5 .

fact, only 68 were attributed to the 1970 Act. This was

4
% primarily because the funds for this 300 ship mandate were

tied to annual appropriations. Congress has a notoriously

b short memory when it comes to promises of funds in the out i

kX years.
Another approach at reviewing the long term ef fect of

the Merchant Marine Act of 1970 is to look at follow-on

- :‘:?-.‘;-'-iy,‘, R .

legislation; in particular, the Omnibus Maritime Bill, HR.
3 4769, initially submitted in 1979. A "White Paper" on the
bill released by Representative John M. Murphy, the then-
ég;; Chairman of the House Merchant Marine and Fisheries
Committee, investigated the total spectrum of U.S. maritime

Stls AN S SN B 5 8.& pr—

capabilities, particularly as they related to national
security requirements, and concluded: "The American-flag
merchant fleet is virtually incapable of meeting projected

§ wvartime demands. Moreover, present fleet resources would be
severely taxed by a peacetime movement across secure sea
lanes in a non-NATO contingency" [Ref. 23]. If this sounds

familiar, it is because similar statements were made to

R AT Ay e
o s bt i N el

support the Merchant Marine Act of 1970.
& The Omnibus Maritime Bill is currently back in committee

and there are signs it will never be passed in its entirety,

- W IR

mainly because it is considered too broad in scope and,

Z

hence, a concensus is just too difficult to obtain. Special
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interest groups, individuals, and lobbies who are proponents
of one section are usually indifferent or hostile to other

gsections of the bill,

e
S G

Another reason the bill in its entirety has little

chance of passage relates to a recent Comptroller General

report that examined the allegations that regulation under

Fixs
AT

the Shipping Act of 1916 led to a decline of the U.S. flag

A

liner fleet, led to inefficient service, and damaged foreign

o

P

R
S

relations. The conclusions of the report stated:

*While valid reasons exist for modifying the Act, GAO does
2 not believe the current condition of the general cargo
%E liner segment of the U.S. Merchant Marine is among them,
a Certain provisions of the Act have fostered inefficiencies
: and high costs in the ocean liner shipping industry and
4 433 strained foreign relations, but the U.S. flag liner fleet
has performed adequately and does not appear to be in the
state of decline generally ascribed to it"™ [Ref. 30:i].

However, three primary thrusts of this bill for maritime
i ' reform have basically been broken out and submitted inde-
pendently. On the reghlatory gide, the reaffirmation of the

anti-trust immunity in liner conferences has passed the

Senate as S47 and is currently expected to pass in the House
ol as HR 1878. A whole potpourri of reforms such as modifying

subsidies, redesigning cargo preference, and instituting

;g indirect incentives have all been resubmitted in various
?f forms with differing degrees of acceptance. The initially
§§ | proposed amendments to the tax code have mostly been

K rejected [Ref. 31].

TR
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All in all, it would be difficult to call the Merchant
Marine Act of 1978 a success, At best, one might concede
that without it, things could be worse.

B. U.N. CONFERENCE ON TRADE AND DEVELOPMENT (UNCTAD) CODE

OF CONDUCT FOR LINER CONFERENCES

The subject Code, which went into effect in October 1983
after ratification by our principal European allies,
has been under heated discussion since its formula-
tion in 1974. The United States has remained the major
maritime power holdout primarily because two of the core
provisions in the code sanctioning cargo sharing and closed
conferences are contrary to our laws and/or traditional
policy on such matters. Consequently, the Code has always
been fundamentally unacceptable to the United States. Other
fears concerning the application and implementation were
summed up in the following statement by the Honorable
Samuel B. Nemirow, Assistant Secretary for Maritime Affairs,
Department of Commerce during 1981 Congressional hearings:

"Our mutual problem in this regard is compounded because
the code, as drafted, is open to multiple interpretations,
Additionally, many countries have ratified or acceded to
the code with a variety of reservations. Perhaps the most
notable are the reservations, commonly known as the
'Brussels Package,' to be lodged by the member states of
the European Community. Another example would be the
reservations of the U.S.S.R. and other East Bloc countries
which would exclude from the code's coverage the operation
of joint shipping lines established on the basis of
bilateral agreements to serve the trade between the
countries concerned. This exclusion is significant

because much of the Soviet Union's trade with developing
countries is carried by such joint shipping ventures.
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These two reservations, when taken together with others
which I will not detail this morning, will make the
application of the code a very complex and difficult
affair. Each announced derogation from the code as
written spawns further problems of implementation. Only
after a period of trial and error will the full
implications of the code's provisions reveal themselves.
They cannot be forecast with precision.”™ [Ref. 32:200]
The Code was conceived as a result of a series of
research studies done in the 1960's that concluded that
countries with chronic shortages of foreign exchange may
consider investing in merchant shipping as a means of
improving their balance-of-payments position [Ref. 33:241].
Couple this approach with a new sense of econamic national-
ism also sweeping through the developing countries and the
root causes for the dissatisfaction with liner conferences
by the developing countries are apparent. They felt their
specific needs were being ignored and a rate system was
being maintained which they believed to be discriminatory
with respect to their exports. The developing countries,
particularly in Africa, were and continue to be primarily
exporters of low value bulk raw materials and importers of
higher value finished goods and processed agricultural
products. The Code therefore is aimed at this sense of
injustice.
The part of the Code which initially received the
greatest amount of attention was the cargo-sharing scheme,
in which it is stated that nations which generate cargo are

entitled to participation in the ocean transport of goods in
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proportion to their contribution to world trade. Specific-
ally, 40 percent of the trade is alloted to each of the two
trading nations, leaving 20 percent for cross-traders

[Ref. 31:242]. Note that the developing countries are not
against discriminatory practices, they just want the
discrimination to benef it them equally.

Every year since the UNCTAD Code of Conduct for Liner
Confarsnces was submitted for ratification, an international
conference has been held to work out differences and promote
the ratification. At the UNCTAD V Conference in May 1979,
it was noted that 48 countries representing 17 percent of
the world liner tonnage were already contracting parties to
the Code. A 25 percent minimum was required and it was
expected that shortly three or four European Economic
Community (EEC) members would join and thereby enter the
Code into force. At that time, in response to the question
of what would be the impact of the Code on liner conferences
and shipper's organizations, the following response was

made:

“In a strictly legal sense the U.N. Code will become the
framework within which liner conferences and shippers'
organizations would operate at least in the trades between
contracting parties to the Code. In practical terms,
however, European-based conferences would be well advised
to act generally in conformity with the guidelines of the
U.N. Code (plus EEC regulation where applicable), even if
the range covered by these conferences includes a number
of countries which are not yet a contracting party to the
Code. ...The fact that one or the other Code provision
does not entirely tally with the well-known provisions of
the CENSA/ESC Code and its related recommendations cannot
be denied. This should, however, not present major
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difficulties as the UN Code is flexible. The terminus
'unless mutually agreed otherwise' appears in most of the
relevant provisions of the Code.™ [(Ref. 34:273]

With this somewhat innocuous statement, it is interest-
ing to return to the U.S. reaction to the Code. A study
commissioned by the Department of Transportation to look at
the potential impact on nomnmarket cargo allocation in the
U.S. foreign trade, including an analysis of the possible
effects of the UNCTAD Liner Code concluded it would have
serious implications for U.S. ocean shipping policy, for the
U.S. flag liner industry, for U.S, foreign traders and U.S.
consumers, and for overall U.S., foreign policy
[Ref, 35:131]. This uncompromising approach prevailed
through 1979.

Only when it became obvious that ratification of the
Code was imminent did the U.S. contract for another major
study designed basically to look at the issues raised by a
world in which the Code was in effect and the impact of the
Code on U.S. carriers operating outside the Code; specif-
ically, the impact on our export-import commerce, the impact
on our ability to have a strong and healthy merchant marine,
and the impact on U.S. shippers [Ref. 32:202]. The defen-~
sive posture of the U.S. is appropriately described in the
following section of the 1981 hearings quoted previously:

"Mr. SUNIA. I am curious to know if anybody is enthusi-
astic about the code at all, It seems to me that we are

not too enthusiastic about it, and neither are the other
parcties,
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1 wonder if there is a group somewhere who is supporting
the code.

Mr. NEMIROW. I can give you a list of countries who are
not only enthusiastic, but actively pursuing the code for
their own national purposes. Most developing countries
are enthusiastic supporters of the Code.

We do a great deal of business in developing countries.
A great deal of our shipping assets are devoted to
carrying cargoes between the United States and developing
countries. We are in that enviromment, an international
enviromment as a buyer/seller on each end. While we may
not be enthusiastic, our objective here is to def ine the
best enviromment that we can for U.S. carriers to compete
in a world where your trading partners have accepted the
Code.

Mr. SUNIA. Thank you.
Hri BIAGGI. I think the gentleman makes an excellent
point.

The fact of the matter is that the world has been
moving, and the United States has just been looking at it.
That is, I think a rather moderate statement of the facts,
and that is one of the reasons why we are having these
hearings.

I am just concerned that in the end, we may be enveloped
by this, and have no opportunity to have any input. We
may be saddled with something that we could have been in a
position to alter, at least accommodate some of our
concerns. It is a perfect illustration of the effect of
an isolated attitude. And I am not so sure that the
policy in the past has been a benef icial one."

In April 1983, with the signing by the Federal Republic
of Germany and the Netherlands, the requisite quorum was
reached. As the Code was written to go into effect six
months after ratification, 6 October 1983 was the effective
date of implementation. In preparation, the U.S. has been
negotiating bilateral agreements with several developing
countries. Group discussions have also been ongoing between
the U.S. and the EEC and Japan in an attempt to present a

unified front of developed countries to the developing

countries. Japan is a bit of a problem because, although
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they have publically said they would sign, there are

indications that it will sign with reservations [Ref. 36].

A i
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The EEC also signed with a set of reservations sometimes

Lo

referred to as the "Brussels Package” mentioned earlier.

¥

LA [y

These "subsets®™ of the Code confuse an already complex

document.

Tk

Where the world goes from here is going to be very
interesting to watch. For the Code to work, major

legislative efforts must still be made “at home®™ to make

f
X
£
s
2
)

existing maritime policies of the signers of the Code
consistent with the Code. This may take some time and
confusion will certainly reign for the next year or two.
Additionally, to support the 40-408-20 rule, there will have
to be a reshuffling of world fleets because the shipping

market is currently too depressed Fo justify a large scale
building program. What types of ships the developing
countries will acquire will be interesting to observe, as
vell as what segment of the market they will focus on. Now

that many of them have modern containerports, the trend

E“ could be toward more containerization or they could stay

f%f with the more flexible multipurpose cargo ships. Another
;¥ issue relates to how much of the liner tonnage displaced
;g from UNCTAD Code regulated trades will get "dumped" on the
T wide~open U.S. trades. Fears remain that the important

e v cross-trading opportunities for U.S. flag carriers will be
'23 1ﬁ* curtailed. Close monitoring and appropriate U.S.

s
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competetive moves will hopefully alleviate any hardships due

to the Code.

C. INTERMODAL TRANSPORTATION: THE CHANGING DOMESTIC SCENE
1. Background
Up to this point, the emphasis of this thesis has
been international oceanborne trade. But one cannot forget
that oceanborne cargo originates in every one of the 48
contiguous states and has a considerable transportation
history before ever arriving at the pier. 1In an attempt to
give a broader perspective, the following section will
discuss the growth of domestic intermodal transportation and
ATNTA its potential impacts on oceanborne transportation.

Internodal transportation, specifically trailer on

flatcar (TOFC) and container on flatcar (COFC), which

transformed the shipping of goods from a labor intensive to

a capital intensive activity, initially met with consider-

able resistance from both carriers and shippers. When the

trucking and the railroad industries first got together to

develop the TOFC or "piggyback" service, the railroads

shipped trailers full one way, but completely ignored the

backhaul. As a result, they lost money and became hostile

to piggyback service. Since then railroad management has

learned to balance its freight movements and is finding that

both TOFC and COFC can be very profitable.
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COFC service developed in a somewhat different

¢ fashion than TOFC. Containerization got its start in

lun e S A

international trade over twenty years ago. It was intro-

Tk

duced as a means of reducing handling costs, damage levels, ?

and pilferage. Now it dominates the ocean transport market,

LIRS g &
-t
2

£ 4

enjoying worldwide acceptance. As the use of containeriza-

TR

tion rapidly took over inport/export markets, United States
Y shippers had to follow suit to remain competitive in world
m: markets. U.S. shippers entered this market quickly and
profitably first with their industrialized trading partners
45 and later with their developing country partners.
. As a result of this rapid expansion, and although

piggyback trailers command the larger portion of the

domestic intermodal market today, container transportation

is attracting considerable interest within the domestic

5 o
el ala

market. COPC supporters assert that "containers are just as
- and in some cases more - efficient than trailers for

intermodal freight" [Ref. 37:53]. Detractors cite the need

LIRS

for increased handling and more sophisticated equipment as
1 major drawbacks to container use. How legitimate are these
3 arguments? Some of the proven advantages of containerized
| freight include:
% a, reduced loss and pilferage,

b, reduced transit damage,

A Cc. improved transit time,




d. more effective material tracking capabilities, and

j e. container capacity to serve a temporary storage unit.
3 In addition, from a railroad perspective, a container pres-
ents a more aerodynamic unit than a trailer, It lacks the
%: open space occupied by trailer wheels, which creates wind
resistance. It also offers lower overhead to facilitate

tunnel and elevated highway clearance [Ref. 37:53].

%ﬁ Some of the extra expenses associated with con-

%ﬂ tainers and not trailers are the more sophisticated terminal

) equipment for container handling and the costs of supplying L
é "bogies” or chassis for hauling the container from the

terminal or a rail connection into the hinterland.
Lo d
Q:av Conta@ne: proponents emphasize that shippers pay for

the trailer undercarriage weight in their freight charges.
¥ Shippers argue that the weight penalty for trailer road

.‘.

equipment is less than 4000 pounds which is a relatively
small amount when considered in relation to the total load.

Therefore, the cost associated with carrying this weight is

B S S A5 5 0

in itself insufficient to persuade shippers to switch.

If there was only internal domestic service to

NM‘R

consider, resistance to change would probably keep piggyback

S

service the dominant intermodal form of transportation.

Again, however, the international market for U.S. goods

TN

cannot be ignored.
ig;a '~ The use of major ports as "load centers® impacts on

A
adad

both TOPC and COFC transportation within the United States.

A )

e
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The load center theory is based on the premise that because
of the high fuel costs, it is cheaper for freight to travel
from several locations to the ship than for the ship to make
multiple pickup stops. The ocean carriers contract with
feeder ships and overland transportation companies to carry
cargo to a loading point. This trend signifies a potent-
ially large area of growth for domestic containerization.

To take advantage of this concept, at least one
major railroad, the Santa Fe, is actively seeking to develop
its domestic container business. The railroad is gambling
that containers will ultimately replace trailers for a large
percentage of domestic service "for the same reason the
boxcar is being replaced - cost™ [Ref. 37:53]. In response
to the oft-cited criticism that containers are more expen-
sive and difficult to handle than conventional trailers, the
Santa Fe's vice-president~traffic stated, "We have no
problem loading containers at our terminals, primarily
because we have been gearing up to handle this business for
some time. Our management is committed to intermodalism and
containerization and is spending money to back that up"
[Ref. 37:53]. That is a very important point. Because of
the considerable up-front costs, investment in container-
ization is a major, long-term decision on the part of a
carrier as well as a shipper. The Santa Fe has reduced its
risk somewhat by focusing on the interface with ocean

carriers. Almost every major port in the U.S. is currently

T
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configured to handle containerized freight, Therefore, the
investment in terminal equipment at the port ends had
already been made and Santa Fe had only to develop a few of
its inland terminals to provide a complete system with

containerized service.

The railroad industry as a whole understands that
intermodalism's future depends on improved service. Inno-
vative ideas that are proving successful include dedicated
TOFC/COFC trains that simplify handling, shorten terminal
time, and reduce transit times. The development of distri-
bution centers in major metropolitan areas where freight can
be shipped via motor carrier to a hub center for transfer to
rail, allows the shipper to take advantage of competitive
piggyback rates while obtaining transit times comparable to
thos; of motor carriers. New rail car designs that decrease
weight, reduce clearance, lower center of gravity, expand to
carry either 40 foot containers or 45 foot trailers, upgrade
load stability, and enhance in-transit security are just a
few of the recent technological advances supporting both
TOFC and COFC. Railroads are only beginning to fine tune
their operations to maximize the efficiencies inherent in
intermodalism. Effective marketing, modern management
techniques, liberalized regulation, and updated workrules
have the potential to help the railroads regain o0ld markets

and establish new ones.

125




et L LA R AR BT L A A A L S e Ao e i T s vt e s e et I ol

g ....................
2
) 2. Major Legislation Inpacting Intermodalism

i' During the last five years, American transportation

;; carriers have been thrust into 5 derequlatory enviromment

& after decades of government regulation. Both the truck and

;» rail industries no longer have the controlled stability of

é regqulated industries. 1Instead, they now have market entry
and rate making freedoms and can compete with one another on

g an individual rather than a collective carrier basis.

g The Motor Carrier Act of 1984, signed into law on

i 1l July 1988, was viewed by the trucking industry as com-

% promige legislation that adopted, with modifications, many

E < regqulatory reforms. As was expected, there continues to be

J i a period of federal reorganization, and rationalization, in .

é interpreting and carrying out the 1984 law. Economic

i regulation has been moving in the direction of allowing the

industry time to react to the new regulatory enviromment

established by Congress.
The National Transportation Policy provision in the

N
:
§
Bl
ig
-

Act specifically states as one of the objectives the promo-
tion of intermodal transportation. The most apparent

impacts of the Act relate to the influx of new carriers,

increased rate activity, and expansion of both private and

§ contract carriers into the market. Of particular interest
: was the addition of Section 34 to the 1980 Act. It states

{ 5555‘ that a "motor common carrier or contract carrier of property
5 hacd may deliver to or receive from a rail carrier a trailer

?
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moving in TOFC service at any point on the route of the rail

carrier if the motor carrier is authorized to serve the
origin and destination points of the traffic® [Ref. 38:24].
This provision was intended to promote intermodal cooper-
ation by permitting greater accessibility by motor carriers
to centralized intermodal transfer terminals,

An important weakness of the Act of 1980 is its
failure to give to the Interstate Commerce Commission (ICC)
the authority to require through routes and joint rates
between trucking companies and railroads. It does, however,
provide such authority for motor trucking/domestic water
carrier service. Unfortunately, this interface is unlikely
to occur very often. Another failure in the Act is its lack
of provisions dealing with the intermodal consequences of
the legislation, particularly its impact on oceanborne
shipping.

The full extent of the consequences of the Motor
Carrier Act of 1980 have yet to be seen. The success or
failure of the Act will be largely determined by the ICC by
how it interprets the various provisions. The Act may
encourage rajilroads to cooperate with trucking companies but
the degree of cooperation will be totally dependent on
whether or not some rate or other advantage accrues to the
railroad.

The Staggers Rail Act of 1988 has been described as

"perhaps the most important railroad legislation since 1877
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..owhen, with the original Interstate Commerce Act, (we)
began the halting, fumbling, and uncertain process of

putting regulatory chains on railroads" [Ref. 39:47].

S N A

Through a series of laws enacted over many years, the ICC

o ot

assumed greater and greater regulatory responsibility over

the railroad's fortunes, including such facets of operations

N

as rates, service, entry and exit, and mergers and consoli-
dations. The Railroad Revitalization and Reform Act of 1976
represented the first significant shift in approach. For

S N

the first time Congress concluded that the improvement of

o

the railroads' fortunes appeared to depend on less regula-

tion rather than more. By 1979, deregulation was a popular

WLt e

political platform. The Staggers Rail Act of 1980 was

designed to create a far more limited regqulatory scheme that

T e

would reflect the railroads' current competitive and

"

financial status, and provide incentives for the railroads
% to cut costs, improve service and productivity and to price
: services more competitively. From a railroad perspective,
"the railroads are getting back the freedom to set - within
limits - their own rates, determine their own service
? standards, and try new ideas for getting business"
[Ref, 39:68]. The Act did open a whole new aspect of
5 pricing options, including contracts and volume rates that
! appealed to shippers and that made railroads more
4!?5 competitive with the motor carriers and to some degree with

g '\fx.;"
% oceanborne trade.
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On 23 March 1981, the ICC decontrolled all truck and
rail services provided by the railroads in connection with
TOFC/COFPC movements. This action was intended to give
railroads more marketing flexibility. This deregulation
gave the railroads the opportunity to counteract the large
efficiency advantage gained by motor carriers following
their deregulation the previous year. For the first time,
railroads were able to enter the retail delivery service,
providing door-to-door service [Ref. 37:40].

Making a move from a regulated to a deregulated
state provided a focus' for opposition from organizations
that felt requlation meant stability and reasonable
competition which in turn provided the shipping public with
good service at a reasonable cost.

The growing pains of deregulation caused numerous
fears to surface. Port authorities, especially those of
West Coast and Gulf Coast ports that relied heavily on land-
bridge services for their revenues, feared that railroad
service would decrease in quality and dependability or
increase substantially in price. If that in fact happened
over time, it was believed "that ocean carriers, not wanting
to pay higher rail rates, [would] decide to eliminate the
overland leg and carry the entire movement themselves”

[(Ref. 37:42]. The result being that one or more U.S. ports

would be bypassed. The motor carriers claimed the railroads
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now had the advantage while the railroads jealously com-
plained about any supposed inroads by the trucking firms.
Amongst all the bickering, piggyback traffic volume
continues to increase. Even during the current recession,
TOFC services have held their own. One of the reasons for
this apparent stability remains the high cost of fuel.
Given the current high cost of transportation in general and
fuel in particular, piggyback trailers on rail cars continue
to represent an efficient form of moving goods in quantity
over medium to long distances [Ref. 37:47]. As time passes,
however, motor carriers are becoming more fuel efficient,
and with the price of fuel stabilizing, at least for the
moment, the rail industry will have to become more sophis-
ticated with respect to marketing and equipment technology
to substantially increase both its TOFC and COFC business.

3. Ihe “Landbridge® Concept in Movement of Foreign
Irade

The previous section primarily discussed issues
related to the rail/truck interface. However, perhaps the
most critical link in the intermodal system is the rail/
maritime interface. This link is important because, for the
United States to compete in the international market, there
has developed relatively inexpensive and timely ways to
transport international freight entering any U.S. port to
the opposite coast for transshipment elsewhere (Landbridge).

There also exists a need for goods coming from overseas
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(imports) to efficiently get to the U.S. consumer in the
§§ U.S. hinterland and for goods being shipped to overseas
,33 destinations (exports) to efficiently get to the inter-
e national consumers (Microbridge). Minibridges also link Far
;&, East ports with the Atlantic Coast by carrying cargo from
~§é Asia to the Pacific Coast via ocean carriers, and from the
Pacific to the Atlantic by rail. These minibridges are all
%g conducted under joint through-service tariffs with a single
ég bill of lading and a single rate. The through rates are
usually roughly equal to, or below, the rate for all-water
f? carriage between the Atlantic Coast ports and the Far East.
{%} e While there has been a lot of legal fighting concerning
) minibridges, the courts decided "Minibridges greatly expand
%% the alternative forms of transportation open to the
%} shippers' choice®™ [Ref. 40:20].
) .The importance of containerized transportation is
ff highlighted by the following quote by the manager of market-
:, ing services for the Port of New York and New Jersey. He
;: said, °There is no way to stop world intermodalism. 1It's
;j just a matter of time before every port and steam ship line
:ﬁ is containerized®” [Ref. 37:58]. In other words, he felt all
:‘ non-bulk oceanborne freight would be containerized freight,
%3 & large portion of which would originate, end up, or pass
?; through the United States. This may be a bit exagerated.
N 4!!5 If Table IV-VII represents a valid projection of the world
b merchant fleet serving the U.S. by type ship, it would
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o o - -Q nc
.
»
Ll

i

131

i-

KK

---------------------



~ TABLE IV-VII

WORLD FLEET SERVING U.S. TRADE [Ref. 41:183]
(Actual (1975) and Projected (2000))

Type of Ship Percentage of Ship
1975 2000
General Cargo 17% 11%
Partial Container 3 24
Full Container 2 2
Barge Container 1 1
Bulk 23 27
Combination 13 190
LNG 4 12
Tankers 37 13
Total all vessel types 100% 100%

appear breakbulk shipping will continue to have a market.
Nonetheless, it is not unreasonable to assume that
approximately 85 percent of the dry general cargo will be
containerized.

To provide for this movement requires an adequate
rail infrastructure suitable for carrying containerized
freight, strategically located intermodal terminals and a
solution to the problem of repositioning empty containers.
Unfortunately, the development of inland container transfer
facilities lags considerably behind water carrier progress,
To try and cut costs, most existing inland intermodal

‘4-2.'-.'5 facilities were created out of junked or underutilized rail
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yards. These facilities continue to function on a make-do

basis with inadequate paving and poor layouts.

While decisions are being made concerning invest-
ments in modern intermodal transfer facilities, railroads
are getting more sophisticated in managing empty containers.
These containers are routed to either "neutral pools" where
they await movement to a consignee for reloading or to the
closest port, not necessarily its original offloading point,
to minimize imbalances of traffic. The trick is to optimize
container returns by keeping utilization high. This is an
area where cooperation between shippers, railroads, and the

ocean shipping companies can have tremendous payoffs by

reducing container handling and ownership costs.

Given the continuing increases of import/export
container volume, plus the containers' potential for reduc-
ing energy requirements on inland haulage versus TOFC or over-
the-road movement, economics dictate the growth of contain-

erization for domestic as well as overseas shipping. The

necessity of moving international containerized freight will
spur capital investment in container handling and carrying
equipment. As the infrastructure expands from the coasts
inland, there is little doubt that containerization will
become cost effective for almost every shipper in the
hinterland thus reducing the amount of breakbulk cargo at
its source, the manufacturing plant or distribution center.

A good example of how this expansion of containerization at
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the distribution point has impacted breakbulk cargo is the
canned goods industry that used to support the domestic
breakbulk trade by providing flooring-off cargo to improve
utilization. Almost all of those goods are now container-
ized at the point of origin and shipped by land or micro-
bridged to overseas destinations,

From a DoD perspective, it is an established policy
that DoD cargo will be containerized for transportation
whenever possible because movement of cargo in containers is
cost-effective in peacetime [Ref. 42:117]. Relying on con-
tainers for cargo movement in a war or contingency, .however,
introduces an element of risk which must be either removed
or reduced to a manageable proportion. The next section

will discuss this issue at length.

D. MILITARY MOBILIZATION THINKING

1. Shift in Wartime Scenariog

Until recently, military planners concentrated

almost exclusively on being prepared for a one-and-a-half
war scenario which consisted of a NATO war in Western Europe
and a lesser war elsewhere in the world. That entailed a
focus on turning back a massive Warsaw Pact surge in a few
veeks. In other words, 90-120 days was the mobilization
Planning horizon. Consequently, for the past ten years or
8o, U.S. strategic planners have been oriented toward

building up combat power within the first sixty days of the
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3y war. As a result airlift, not sealift, received most of the
‘ attention, Troops would be airlifted to the combat zone
{:} with massive amounts of pre-positioned materials waiting for
them in Europe. The need for U.S. sealift was further
:J disquised because NATO allies had earmarked some 688 cargo
vessels specifically for NATO reinforcement. The U.S.
N planned on at least 400 of those ships to assist in
reinforcing U.S. troops [Ref. 43:4]. These two facts,
’ together with the underlying assumption that any NATO
conflict would be over quickly, have obscured the need for
fi adaquate sealift resources to meet contingencies elsewhere
; :» Y in the world.
@ The role of mobilization exercises as highlighters
of readiness problems cannot be underestimated. 1In 1976,
33 the Army conducted the first large scale mobilization )
,-‘ exercise in decades, named "MOBEX 76." The exercise called
:4 attention to numerous deficiencies and caused the Defense
z Department to sponsor a follow-on exercise in 1978, "Nifty
‘ Nugget.” Soon the news media were reporting on the
; dangerously low state of our national preparedness. In
ﬁz 1979, the federal emergency planning function was withdrawn
‘ from the depths of GSA and a new Federal Emergency
?3 Management Agency (FEMA) was formed. In November 1988, an
3 expanded mobilization exercise was held called "Proud
,%r; ,_0,_5.;’ Spirit." Whereas "MOBEX 76" had been Army only, and "Nifty
X e Nugget” had been defense wide, *Proud Spirit" also included
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the civil side of the government, led by the new FEMA

[Ref. 20:56] . MSC participation in both live and command
post exercises has increased as a direct result of the
increased emphasis on mobilization readiness within DoD and
the new awareness of the importance of sealift.

Looking at the demands for force deployment and
sustainability over the next decade, it has become clear
that the U.S. cannot focus on any particular area of the
world and say that it is the only area needing Navy, Marine,
Army and Air Force forces. The forces we need must be flex-
ible enough to meet projected needs in NATO, the Western
Pacific, Middle East, Southwest Asia and wherever else the
challenge originates [Ref. 22:25]. The Iranian crisis in
1980-1981 underscored the point that there are strategic
areas outside Western Europe with the Indian Ocean in the
forefront, but with at least a half a dozen other spots in
the world vital to U.S. interests as.well. Therefore, U.S.
defense planners are now preparing our forces to fight
multiple conflicts simultaneously in widely scattered parts
of the world [Ref. 19:13]. Consequently, the U.S. commit-
ment to the world's sea lanes has expanded considerably.
While it is gratifying to see positive signs in mobilization
plans and media coverage of this new military committment to
not only a stronger navy but also to a stronger merchant

marine, it can only be reiterated that it will take more

136

L . - ~ - - D)
..... R L T L S F o N

-

.....

SR I NN

----

NS




iRt M P AR AN A A e S A B L MR Ve Rl A 2 A 0 i e, (A i)

oAl

B
et MR L oo

‘; - than verbal committment to rectify the following weaknesses

j and make strategic planning viable:

% a, a U.S8. liner fleet with average age of 17 years;

: b. a fleet that carries only 3.6 percent of U.S.

y foreign trade (and decreasing);

i% C. only nine remaining U.S. flag liner companies;

1 d. severe lack of militarily useful ship designs for
fuel as well as dry cargo; and

: e. questionable availability of allied or other ship- 3
. ping to meet our defense needs. .

R 2. Role of Ports in Mobilization g
1

No discussion of military ocean cargo can be

.
270 el

sensibly divorced from an overview of port availability and

PN
A, <4,
&

R functional capabilities at the CONUS ports of embarkation K
£ (POE).
: In March 1977, the Military Traffic Management
- Command requested that the Assistant Secretary of Defense
approve the establishment of a Ports for National Defense 5
3 (PND) program. The PND program would be used to examine

defense interests concerning commercial ocean ports within

}- CONUS and plan for DoD use of available cargo outloading o
X ports during emergencies. 1In addition, MTMC would review i
A the capabilities of military-owned, common-user, general-
¥ cargo and ammunition ports and would support improvements as

required. The PND program was approved and is currently

I"

managed for the Secretary of Defense, by MTMC, in cooper-

ation with the Maritime Administration, U.S. Coast Guard,

g e Ny, -
»
LA
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- Military Sealift Command, and U.S. Army Corps of Engineers
‘ [Ref. 44:10].
ifi One of the major purposes of the PND program is to
~ ensure that the CONUS ocean ports can support DoD transpor-
f? tation requirements by the predesignation of commercial port
;ﬁ facilities for resupply operations during national
i emergencies,
§§ MTMC uses military common-user and commercial port
%i facilities for outloading DoD cargo. Peak outloading

requirements, which are generally associated with defense-
related emergencies and mobilization, call for much more
intense use of commercial ports by DoD. The commercial
seaport industry has proven able to provide MTMC with
emergency cargo-outloading facilities during these periods

of high activity. The quality of these facilities has

proven adequate for DoD backup needs, since they are modern,

i

efficient, and versatile in ability to transfer cargo to

200,50 %

3 ’ e
' L

oceangoing vessels. This ability includes sophisticated
container-~handling systems.

The number and types of berths predesignated at

Lt

commercial as well as military-owned facilities are based on

. DoD transportation requirements, which are projected during

ﬁ%( deployment analyses. MTMC projects port-facility require-

‘ ments, and MARAD allocates commercial port facilities for
45&5 exclusive DoD use during national emergeﬁcies. In Fiscal

A e Year 1981, 57 commercial berths in 24 ports were proposed by
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MTMC, validated by the Joint Chiefs of Staff, and approved

by the Secretary of Defense. A list of these berths was
sent to MARAD, who coordinated these DoD requirements for
civil port facilities with appropriate port authorities. Of
the 57 berths designated, 40 were suitable for general cargo
and 17 were suitable for wheeled vehicles to be driven onto
and c¢ff specially designed ships. All berths had suitable
staging and storage areas [Ref. 44:11].

Another major purpose of the PND program is the
identification of port facilities for unit deployments.
MTMC conducts studies to identify port facilities that would
be necessary for the rapid deployment of major U.S. tactical
forces. The report, "An Analysis of Unit Deployments
Through CONUS Ports" (April 1982), analyzes the port
requirements of U.§. Army, Navy, and Marine Corps units.
The port facilities identified in this study will supplement
other predesignated port facilities, and the study will be
used for planning unit deployments. Required port
facilities and support systems, based on four mixes of ship
types, have been identified for deploying units. Required
port facilities in each port city have been determined, and
alternate facilities have been identified [Ref. 44:12].

Some idea of relatively current military cargo
workloads for major West Coast ports are found in
Table IV-VIII. In addition to the West Coast data provided

in Table 1IV=-VIII, a number of Interservice Support

139




S 2l NS A A e e R e o e e .

PR STR A by S b = A s L et det b A et allng Wil adnl ind L el TR oA NERL AL CULARASE S MR NS SR N B S

Vi o e,

S
<
!
" TABLE IV-VIII
MILITARY CARGO WORKLOADS FOR MAJOR WEST COAST PORTS
3
?','» Military Ocean Terminal, Bay Area (MOTBA) )

(Army~-owned and operated)

Oakland Army Base
Bldg 1
Oakland, Cal:fornia 94626

Cargo Workload {MTONs': (kY 82)

BREAKBLULK CONTAINER " TOTAL
MOT Bay Area 142,634 1,086 143,720
Bay Area Coml 72,146 1,255,424 1,327,570
TOTAL 214,780 1,265,510 1,471,290

Container stuffing/unstuffing*: 403,850 MTONs

ﬁ; POVs processed: Export 7,367
3 Import 4,908
% TOTAL 12,278
Pacific Northwest OQutport (PNW)
k1
n, racific Northwest :
:5 4735 Marginal Way South
A Seattle, Washington 98119
v
' Cargo Workload (MTONs): (FY 82) ]
i BREAKBULK CONTAINER TOTAL
PNW Outport-Seattle 21,870 342,614 364,484
X Tacoma 41,226 - 41,226
Portland 1,288 6,482 7,770
,‘,{ TOTAL 64,384 349,096 413, 480 \
§ Container stuffing/unstuffing*: 52,360 MTONs :
¥ POVS Processed: Export 4,691 :
Import 3,128
. TOTAL 7,819 b
i Southern California OQutport (SOCAL) (SOCAL has since switched to ¥
% San Pedro, CA)
2 Berth 146 ; ]
“ Wilmington, California 90744
)
i Cargo Workload (MTONs): (FY 82)
) BREAKBULK CONTAINER TOTAL
SOCAL Outport 12,611 288 12,899 K
SOCAL Coml 93,162 233,993 327,155 o
TOTAL 105,773 234,281 340,054
g Container stuffing/unstuffing*: 91,218 MTONs
* POVS Processed: Export 5,509
Import 6,352
X TOTAL 11,861
i
2 *Cargo stuffing/unstuffing at terminal, but recorded as moving )
‘j over local commercial piers. .
H (Compiled from data in Reference 45)
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&5 Agreements exist between MTMC area commands and two non-
ammunition oriented Naval West Coast activities; the Naval
Construction Battalion Center at Port Hueneme, CA and the
Naval Supply Center at San Diego, CA. The MTON's of cargo
ﬁ' loaded on MSC ships from these locations in FY82 were 81,553
ard 42,408 respectively.

A 3. Military Cargo Containment and Handling Trends

g‘}‘ When discussing this topic, it is appropriate to
’l‘g look at the DoD interface with the commercial intermodal

transportation system in both peacetime and mobilization
,,; scenarios. While the peacetime movement of military cargo
1

has followed the lead of the commercial sector into con-

}‘&k » Q‘
@ tainerization, tl;ere remain a number of DoD mobilization

i} requirements that have no commercial counterpart and con-

:g sequently must be planned well in advance of the anticipated
.“ need.

g Not to dwell on the domestic intermodal scene dis-
:fg cussed earlier in this chapter, the emphasis here will be on
'f the port of embarkation (POE) and port of debarkation (POD)
:,;J{'{ (i.e., when the cargo reaches the beach). First, the three
2:‘:“ primary ocean intermodal systems and their associated

i’ carriers; the containership, RO/RO, and LASH/SEABEE briefly
:% described in Chapter III will be discussed. These systems
ﬁ§ will be listed in decending order of cargo handling com-
@ plexity (highest first) and coincidentally ascending order
"/ of military usefulness (highest last). The components of
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‘f‘ the containership system include the container, the contain-
‘L ership, and a containerport, which includes a rail terminal,
% special container cranes for vessel loading, a large con-

& tainer storage area, container handling equipment, and one
53 or more land carriers to move the containers to and from the
?; containerport and the hinterland. Components of the RO/RO
. system include the RO/RO ship, a relatively simple loading
jg pler, a loading ramp, a small storage area, and the wheeled
%, vehicle, which may be either the cab and trailer or the

- trailer alone. Compbnents in the LASH and SEABEE system

}ﬁ include the vessel, the barge or lighter, standard piers,

’ - and standard port cargo handling equipment [Ref. 42:11].

@ The LASH and SEABEE systems are particularly flexible

bécause not only do they marry the ocean system to the

e

e AP

inland waterway system, they are ef ficient methods of load-

ing and discharging cargo at ports (or beachheads) lacking

%,

:, piers and warehousing.

Y,

& As breakbulk shipping was displaced in the U.S. flag

fleet by the above ocean intermodal systems, defense

pPlanners were deprived of the versatile ships that were

DIRATS

selfsustaining (i.e., could load and offload their own

’ &

cargo), could accept outsized cargo, and could transport

ot

ammunition.
N
‘N As indicated by the hierarchy in which the three
N AgE} systems are displayed, containerships present the greatest
A, ~Na
; A problem for contingency planners. Containerships can be
t:‘
.
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either self-sustaining or non-self-sustaining. Self-
sustaining containerships are mostly conversions from older
breakbulk ships. The non-self-sustaining type are by far in
the majority and by definition rely on expensive and complex
shoreside facilities to load and discharge. Three of the
major containership problem areas are as follows:
a. How can a non-self-sustaining containership be
discharged when there are no shore facilities
available?

b. How can the non-self-sustaining containership be
used in an underway replenishment role?

C. How can sufficient shipboard containers be acquired
rapidly in a contingency situation? [Ref. 42:113]

All of these problem areas exist because the U.S. transpor-
Fation system is commercially oriented and there are few
incentives to the commercial sector to design their
logistics systems to facilitate movement of military cargo
in a mobilization scenario. After all, why should shipping
companies build more expensive self-sustaining container-
ships when their trade is between developed containerports?
Why should a containership have the capability of offloading
dry cargo at sea when there is no commercial application?
What is the commercial advantage to maintaining large
reserve pools of containers for quick availability when well
managed rotation of containers to promote utilization has
proven so cost effective? If the government does not insist
upon and provide the funds to finance appropriate National

Defense Features, the system modifications will never be
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made and containerships will remain a weak link in the
sealift chain.

The military is aware of these problems and in fact
is investigating opportunities to maximize DoD use of
containers for its transport needs. Some of these efforts
include:

a. The potential to redesign (and reduce in size) some
military equipment now marginally too large for
containerization.

b. The investigation of whether or not it is cost
effective to use the container as a portable ware-
house, in particular, a leased commercial container,

and if so, how to optimize DoD's container
inventory.

c. A review of the design of modular (or breakdown)
containers so as to reduce storage requirements when
not in use,

d. How best to standardize both container dimensions
and container system support. equipment between mmdes
and between DoD and the commercial sector.

All of these present real opportunities for improvement.
However, studies will not help much if war is declared
tomorrow.

Military planners did start reacting to these new
conditions by the early 1970's. By 1976 there were two
major test and evaluation programs underway; the Container
Offloading and Transfer System (COTS) and Logistics-Over-
the-Shore (LOTS). Both of these programs were oriented
toward utilization of the new containment and transfer

methods now prevelant in the U.S. flag fleet.
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The LOTS program was to consist of five preliminary
tests including a conventional breakbulk ship, a heavy-lift
breakbulk ship, a containership, a LASH, and a SEABEE. The
two tests of particular interest here concern the Conven-
tional Breakbulk Ship Pretest and the Heavy-Lift Breakbulk
Ship Pretest. The purpose of the first test, conducted in
April 1976, was to determine the capability of the Services
to use such a vessel for deploying selected heavy, outsized
LOTS equipment to a site where fixed port facilities did not
exist., The LOTS test items were the Army's two newly
acquired container handling cranes (14f-ton and 306-ton
capacities), an Army LCM-8 landing craft and a Navy 3x15
floating causeway. The cranes were disassembled so that the
weight of each major component was less than 60 long tons,
the maximum capacity of heavy lift booms on the majority of
cargo ships. The causeway weight exceeded this capacity by
o3 long tons. The risk of making that 1lift would normally
be acceptable under emergency conditions. The major test
objectives were successfully achieved with only minor and
apparently correctable problems [Ref. 46:i]. The conclusion
reached was that LOTS equipment could be deployed by con-
ventional breakbulk ships with heavy-1lift boom capacities of
68 or more long tons and discharged into LCM-8 landing craft
in a calm to moderate sea for movement to shore. The

containership cranes could be landed with minimum beach
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WA preparation, reassembled on the beach, and positioned for
{36 subsequent container operations [Ref. 46:42].
:ﬁ} The objective of the Heavy-Lift Breakbulk Ship
%J: Pretest, conducted in November 1976, was to verify the
fﬁz capabilities for deploying newly procured LOTS equipment
'33 assembled in a near ready-to-use configuration, It was
L:? anticipated that a LOTS beach and throughput system could be
2 established more rapidly if equipment assembly requirements
ir ‘ were minimized. Operational response time would be signifi-
%Q‘ cantly improved because the detailed disassembly required

for embarkation aboard conventional breakbulk ships, con-
tainerships, and most bargeships would not be required for
the heavy-lift breakbulk ship. A secondary objective,

conducting a container-oriented throughput opé:ation, was

added to the pretest for training purposes [Ref. 47:i].

The results of the pretest indicated that equipment
could be deployed with minimal disassembly and emphasized
the continuing need for the heavy-lift breakbulk ship.

5
Eé Anticipated time savings were in the order of 53 hours in
?f the deployment of the 380-ton capacity crane with minimum
fs disagsembly. This is compared to the time needed for the
=7 more detailed disassembly required when only conventional
i:g breakbulk ships are available. The heaviest item loaded in
:EE this pretest was a 1466-Class LCV that weighed 188 long

?3 tons. The SS TRANSCOLUMBIA mentioned in Chapter II was the
gﬁ heavy-1ift breakbulk ship used.

v
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b During the container throughput phase of the test a
35 temporary containership discharge facility (TCDF), consist-
%% ing of an Army 300-ton lifting capacity crane mounted on a
& DelLong barge, was used by military personnel to unload

ia containers from a ship for the first time. A DeLong barge
] was also used to form a pier at the beach. The DeLong, with
B ramps and a l40-ton crane aboard, was beached, jacked-up,
;; ramps lowered, and made operational in approximately 18

i; hours. The pier with the 1l4@8-ton crane was then used as an
h unloading facility for containers [Ref. 47:23].

3 Also tested for the first time was the Army's

§- N 388-ton capacity crane which was placed at the high water

‘k eéﬂ’ line and used as a crane-on-beach container unloading

. facility. Both the 308-ton crane-on-beach and the 148-ton
%i crane on the DeLoné pier were hampered by an inability to

j; reach containers in lighters at low tide. Amphibians -

é% LARC-LX's and LARC-XV's - were successfully and continuously
éu used during calm seas. A causeway ferry was employed to

- load containers on MILVAN chassis at shipside using the

TCDF, but wave motion and container alignment difficulties

b
&
%2 ‘ with the chassis made this operation unacceptably time
consuming. The causeway ferry was successfully used to
b2
;§ lighter containers at low tide and over sandbars to the
“ beach where a front loader rapidly of f-loaded the containers
- @  and placed them on MILVAN chassis [Ref. 47:26].
Ta, J
) ATQY
N
)
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These early Army managed LOTS tests were followed in

; 1979 with plans for a more advanced series of tests called
the Joint Logistics-Over-the-Shore II (JLOTS II) tests. The
> Navy was designated the lead service. JLOTS II was planned
i in three phases. Phase I (Equipment Deployment) was similar
a::: to earlier LOTS tests. It was completed in August 1983.

i Phase I1 (RO/RO Vehicle Operations), completed October 1983,
.r" was a new test with the following objectives:

§;§ a. load RO/RO ships at port of embarkation (POE);

5 b. install a RO/RO discharge facility;

i:} c. handle two ship configurations with integral and

%} non-integral ramps;

}?;,, @ d. off-load ships offshore; and

‘)“J:‘: e. deliver vehicles to shore.

?i Phase III (Cargo throughput operations), planned for
Tﬁ;rz‘.ﬁ October 1984, will be a combination of previous and new

Q ° tests which will include the following objectives:

§7 a. 1install equipment;

_ES b. off-load container/breakbulk ships of fshore;

c. deliver cargo to shore/marshalling area;

d. install bulk Petroleum/0Oil/Lubricant (POL)

;ff) systems; and

2

; e. operate in sea state 3.

",,.?

:.2% Phase III is interesting because it will be the first test

of the new Auxiliary Crane Ship (TACS) which will be a

o 148
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converted containership with three cranes capable of

operating in sea states up to a 3 designation.

Both the LOTS and completed JLOTS 11 tests indicated

3 e A 2 EER MY - M et a

containerized and other heavy equipment can be moved ashore
with little to no port facilities available, serious prob-
lems need to be underscored. An over-~the-shore operation
requires a number of large and heavy items, such a front-
loaders, sideloaders, LARC~LX's, LCM-8's, LCV's, and a
variety of cranes., The paucity of heavy-lift breakbulk
ships is also a major limiting factor. For example,
together the two heavy-lift ships on long term charter by
MSC, the TRANSCOLUMBIA and the TRANSCOLORADO, can only
embark two-thirds of one Army heavy boat company on a
one~-time 1ift. Thus, careful selectivity will always have
to be a criterion for deployment planning. Other than the
two MSC ships, only one RO/RO currently in commercial use
and with less stowage space, has the same availability for
LCU deployment [Ref. 47:32]. Perversely, the increase in
military utilization of containerized cargo does not
decrease the military need for conventional and heavy-lift
breakbulk ships in initial deployments. In some cases it
even apparently increases the need. However, the identifi-
cation of logistics-over-the-shore problems and the innova-
tive use of existing technology %o solve those problems

indicates military planners are on the right track.
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4. Manpower as a Mobilization Asset

It is all well and good to initially focus on
material sealift resources, but one could have all the right
kinds of ships waiting patiently for mobilization and they
would be useless without the proper numbers of adequately
trained personnel. The Navy manpower planners had to con-
front this problem in the mid-1970's and make radical
personnel policy changes to alleviate the military problem,
The situation is not dissimilar when one looks at the
capability of the civilian maritime labor pool to man the
various fleets that would come under DoD control as

mobilization progressed.

As noted earlier, the first fleet available is the

MSC Nucleus fleet manned by civil service mariners. The MSC

charter fleet is manned by commercial crews under union
contract. Tables IV-1IX through IV-XI give an idea of
current utilization of the existing civilian (non-civil
service) maritime pool.

Should mobilization proceed, the first ships to come
out of the National Defense Reserve Fleet would be the Ready
Reserve Force (RRF) currently at a strength of 31 dry cargo
ships and one tanker (Ref. 48]. These ships consist of the
most capable and modern portion of the NDRF. Many have been
upgraded through a four-phase plan funded by the Navy and

are maintained in a high state of readiness so they can be
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TABLE

TOTAL DAYS WORKED ON OCEANGOING SH

‘.W.‘irh‘.‘l..-i-vgﬁ «¥ I‘.‘-vn.l—‘.l 'U‘T"‘i. .

IvV-1IX

o

IPS, 1,000 GROSS TONS (GT) & OVER

(Nationwide minus Great Lakes & unknown)

1982

594,202
678,459
125,316

30,166

1,330,423

926,447
956,516
9,978

MARAD)

4
3

151

1981
Licensed Deck 746,251
Licensed Engine 854,572
Radio 157,087
Staff 35,833
Unlicensed Deck 1,648,385
Unlicensed Engine 1,161,372
Cooks and Stewards 1,166,627
S5 Miscellaneous 10,891
TOTAL 5,781,018

4,651,507

(Data received from the Office of Maritime Labor and Training,




M TABLE IV-X b

AVERAGE DAYS WORKED PER MAN ON OCEANGOING SHIPS, 1,000 GT & OVER
({Nationwide minus Great Lakes & unknown)

1981 1982

Licensed Deck 107.5 97.3

% Licensed Engine 106.3 98.0
% Radio 115.5 103.2
1 Staff 117.9 118.3
§ Unlicensed Deck 116.9 110.1
E: Unlicensed Engine 121.1 114.7
, Cooks and Stewards 113.0 107.6
Miscellaneous 52.4 45.6

Mok A, K
"

The data includes all persons who sailed on oceangoing ships,
1,000 GT and over during the specified calendar year and
received a U.S. Coast Guard discharge slip, even though they ~
may have only worked a few days. Persons who sajled but did
not received a U.S. Coast Guard discharge slip are not included.
For example, civil service personnel aboard M.S.C. ships are
not included. ’

5 LKA R 5

s

[

(Data received from the Office of Maritime Labor and Training, 1
MARAD)
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i TABLE IV-XI

NUMBER OF SEAFARERS WHO WORKED ON OCEANGOING SHIPS, 1,000 GT & OVER
(Nationwide minus Great Lakes & unknown)

R TRA D&

1981 1982 ]
A Licensed Deck 6,940 6,107 .
_z Licensed Engine 8,040 6,922 i
y Radio 1,360 1,214 |
% Staff 304 255
§ Unlicensed Deck 14,106 12,080
¥ Unlicensed Engine 9,593 8,079
% Cooks and Stewards 10,321 8,886
% Miscellaneous 208 219
I % TOTAL 50,872 43,762

The data includes all persons who sailed on oceangoing ships,
1,000 GT and over during the specified calendar year and
received a U.S. Coast Guard discharge slip, even though they
may have only worked a few days. Persons who sailed but did
not receive a U.S. Cqast Guard discharge slip are not included.
For example, civil service personnel aboard M.S.C. ships are

3 - not included.

L T i

: (Data received from the Office of Maritime Labor and Training,
- MARAD) .
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crewed and made ready for service in five to ten days.
Current plans, projecting for the next five years, are to
build up the RRF to over 68 ships by not only upgrading
existing ships in the NRDF inventory, but also by encourag-
ing turn-ins by the commercial sector [Ref, 48]. These
ships would, upon callup, be manned by crews from the exist-
ing maritime work force and from those who can be persuaded
to return to sea to help meet the demands of any national
emergency. Table IV-XII displays the manpower requirements
of typical type ships in the RRF. Because employment is
currently low in the maritime industry, the manning of the
RRPvdoes not appear to be a problem. However, the manning
of the rest of the NDRF, as it is phased in over a 60-day
period, appears precarious indeed.

The U.S. Merchant Marine contributes to the U.S.
sealift posture in non-mobilization situations (note that
the Vietnam sealift fell into this category) through the
Sealift Readiness Program (SRP). This program provides U.S.
flag ships as a contractual commitment which is a prerequi-
site to carriage of DoD peacetime cargo. Privately owned
ships built and operated with federal subsidy also must be
offered for SRP enrollment. Plans would have about 177 dry
cargo ships and 39 tankers committed for call-up in a phased
schedule under this program [Ref. 49:13]. Should requisi-

tioning become necessary, the SRP ships, then other U.S.
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Licensed Deck
Licensed Engineer
Radio

Licensed

Unlicensed Deck

Unlicensed Engineer

Unlicensed Steward
Unlicensed

TOTAL

TABLE IV-XII
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12

11

10

29
41

...........

MANNING, READY RESERVE FLEET [Ref.

..........................

49:122]

C-Train C-4 Mariner
5 5
5 6
-1 _1
11 12
12 10
10 11
. 2
29 30
40 42
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Merchant Marine ships useful for military sealift would be
requisitioned by MARAD which, as the National Shipping
Authority, has the responsibility for allocating shipping
assets between military and civilian needs. An important
consideration must be who will man these ships and what
obligations they will incur.

The final source of ships in a mobilization scenario
is the Effective U.S. Controlled fleet., Should in fact
these U.S. owned ships registered under foreign flags
actually be made available, they present a serious manning
problem in that their foreign crews may have to be dismissed
and U.S. citizen crews found on short notice.

Up to this point in the thesis, strictly seafaring
manning has been discussed. Activating any large number of
ships will, of course, have tremendous impacts on shipyard
1&60! as well as longshore labor. However, to limit the
focus to seafaring labor, Table IV~-XIII displays trends
since 1926. A joint MARAD/MSC study entitled "Civilian
Seafaring Manpower Requirements in Peace and War, 1978 to
1984" concluded that while the U.S. would probably have
sufficient mariners to man ships in a minor emergency, it
would stretch our manpower resources to the limit
[Ref. 49:16] . Another problem is that as the maritime
industry remains depressed and employment practices

generally require that jobs go to the most senior man, the
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TABLE IV-XIII

SEAFARING EMPLOYMENT, OCEANGOING COMMERCIAL SHIPS,

1,000 GROSS TONS AND OVER:

26,1350
30,330
28,450
28,870
29.630
25,730
22,300
19,400
21,120
21,400
22,630
14,720
23,1350
20,850
23,860
22,380
25,080
35,460
76,050
110,980
131,570
89,410
73,529
41,096
33,748
28,123
65,863
42,011
36,560
33,289
32,482
34,637
31,447
28,650
27,762
28,668
27,941
24,978
28,293
28,529
32,027
37,620
35,982
32,107
27,988
22,257
17,111
16,346
14,775
14,234
12,043
12,1319
11,870
11,277
10,628
9,!7.

[Ref. 49:121-122]

PASS/COMBO

1 JANUARY 1926 - 1980

TANKERS TOTAL
10,280 20,250 56,880
10,850 19,870 61,050
11,350 20,380 60,180
11,130 21,500 61,500
11,820 22,450 63,900
10,850 22,350 58,930
10,530 22,100 54,930
9,880 22,100 51,380
11,330 22,850 55,300
11,820 21,880 $5,100
12,170 21,200 56,000
12,580 13,330 40,630
12,250 18,280 54,880
13,530 16,200 0,580
13,130 15,200 52,190
12,670 13,560 48,610
13,580 10,780 49,440
11,490 4,680 51,630
19,500 4,520 100,070
29,070 3,930 143,980
29,970 4,010 165,550
20,150 5,050 114,610
18,399 7,924 99,852
19,065 7,778 67,939
17,220 8,418 59,386
17,712 8,107 53,942
18,122 9,178 93,163
17,507 9,799 69,317
15,416 8,529 60,505
14,719 9,338 56,306
15,607 8,249 56,329
14,844 8,704 58,080
13,160 8,930 53,537
13,763 9,227 51,640
12,224 7,031 47,017
12,083 8,560 49,281
12,208 8,315 48,461
11,381 6,185 42,541
11,230 7,713 47,236
11,059 7,484 47,072
10,988 7,084 50,896
11,291 7,084 55,995
10,877 6,207 53,066
11,094 5,019 48,220
10,748 3,151 41,884
10,567 2,178 35,002
9,372 1,218 27,701
9,414 1,464 27,224
9,754 798 25,327
9,280 798 24,312
7,598 960 20,501
7,583 860 20,732
8,017 860 20,747
8,840 188 20,505
8,844 388 19,860
8,722 618 19,218
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average age of merchant seamen is rising alarmingly. As
there apbears little future for the younger unlicensed
mariners, little new blood is entering the system thus
exacerbating the age problem. Table IV~XIV displays recent
median ages of seafarers who worked on oceangoing ships.
In a statement by Admiral Keener, then COMSC, in the
previously referenced 1981 hearings he said:
"1 frankly do not know how Federal needs can be met short
of mobilization. 1In our peacetime society we cannot
allocate people to jobs, no matter how badly their
services may be needed. Personnel readiness problems
must be resolved in the event of a threat against either
world peace or national survival,"
There are, of course, things that can be done in
anticipation of manpower shortages including:

a. the development of procedures for expanding recruit-
ment programs and accelerating training programs,

b. to earmark Navy facilities to be used to augment the
training resources of the maritime unions as well as

the maritime academies, and A

C. to negotiate agreements with the unions to assure
they give top priority to manning ships carrying

military cargo. [Ref, 49:18]

All of these actions should be undertaken to avoid
the same buildup pitfalls encountered when the Korean
Conflict raised the seagoing billets from 57,000 in
June 1950 to 87,008 in June 1951, The problems associated
with this 53 percent increase in billet requirements in one

year delayed the sailings of many ships. The roller coaster
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s TABLE IV-X1V
C MEDIAN AGES OF SEAFARERS WHO WORKED ON OCEANGOING SHIPS,
e 1,000 GT & OVER
gﬁ (Nationwide minus Great Lakes & unknown)
" 1981 1982
5% Licensed Deck 48.1 43.9
¥ Licensed Engine 44.6 40.5
' Radio 54.5 54.8
Staff 54.3 54.8
;ﬁ} Unlicensed Deck 50.6 48.8
fgx_"-
Unlicensed Engine 50.3 49.7
Cooks and Stewards 52.6 52.2
@ Miscellaneous 46.0 44.0
(Data received from the Office of Maritime Labor and Training,
MARAD)
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employment patterns inherent in the U.S. merchant marine
along with the high wages and job opportunities ashore, made
it difficult to persuade experienced seamen to return to
sea., As a result, a significant shortage of licensed radio
operators, engineers and able bodied seamen was experienced
[Ref. 14:40].

But in final analysis, the most important factors
influencing the availability of mariners are personal. 1If,
for example, the U.S. were engaged in a war for national
survival, it would be reasonable to assume that Americans
would serve voluntarily as they have throughout history.
But in a limited conflict, the availability of mariners
would probably be more influenced by economic factors than
anything else. If jobs ashore were scarce and our economy
were not booming, it would be expected that mariners could
be recruited rather easily. In different circumstances,
however, creative incentives could be developed to meet the
need. For instance, if the military draft were reinstated,
maritime service could be made an alternative. In other
words, the merchant marine manpower element of sealift
readiness needs ongoing as well as contingency incentive

programs.
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V. ZIHE COMBINED SERVICE AND RELATED EUNCTIONS
QUANTIFIED AND OQUALIFIED

A. SERVICE PROVIDED BY THE COMBINED SERVICE
1. Cargo Carried and Utilization
There is no question that the Combined Service
carries a considerable amount of cargo. Where it carried
only approximately five percent of the total dry cargo
measurement tons moved by the Military Sealift Command in
FY82, that represented 24 percent of the cargo carried by
all of their time charter ships. General comments concern-
ing the cargo carried, overall utilization of cargo space,
and other cargo related issues are extracted from summaries
of the Sealift Cargo.Ship Voyage Analyses of 1979, 1988,
1981, and 1982. Parts of the Analyses are included to
better display cargo trends.
The 1979 Analysis states:
"The first six months of 1979 is characterized as a
service between the West Coast and MID-PAC Islands, and
another service called Tri-Coast, (EC, GC, WC) to the Far
East. These services utilized 7 breakbulk ships. The
last six months is characterized as a combined scheduled

service utilizing only 6 ships that travel East Coast and
Gulf Coast to Far East to West Coast, then from the West

Coast to FPar Bast to East and Gulf Coast. On trips to the

Far East, cargo is also carried to MID-PAC Islands. From
the standpoint of reducing losses the Combined Service has
been quite successful. The number of voyages is reduced
from 13 to 10 with only 1 additional day per voyage. MTs
carried per voyage increased significantly by 2,729 MTs
(from 15,681 MTs to 18,410 MTs), with resultant increases
in percent of utilization, MTs lifted per day (from 163
MTs to 190 MTs), and lower costs per (9080) MTM, and MTs
with more favorable actual income to cost ratios per ton
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of cargo lifted. This has occurred in spite of an
increase in average estimated daily cost by almost $500
per day, ($14,947 to $15,443). The bottom line is a
reduction in average voyage profit (loss) from ($503,592)
to ($353,124). Interestingly the fact is that actual

‘ expense in dollars per dollar of income has been reduced

X from 1.573 to 1.384. For 1980 the financial plan expense
for chartered breakbulk ships is 1.3 dollars of expense
per dollar of income. For the first 19 weeks reported the
trend is continuing at approximately 1.324."

=
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The 1980 Analysis encompassing the first full year

of Combined Service operations states: ‘

n
g o

®"As in FY79, utilization for voyages originating on the 1
West Coast is about 4,100 MTs greater per voyage than for 1
voyages originating in the East Coast. Outbound z

LGN

utilization from the East Coast has increased from 39%

[65%] to 48% [88%], but intra and inbound cargo on

controlled ships to the West Coast has decreased by about 1
11% [18%]. Overall average MTs per voyage has decreased }
from 18,410 MTs to 17,777 MTs. The cost per MT and cost

. SR per (900) MTM has increased. The ratios of increase to ]
cost per MT and (0@@) MTM have improved slightly in FY 88, J
by 1.5% to 1.0% respectively. However, estimated daily

cost are up by over 35% due to increased charter cost and

increased fuel cost. Interestingly, actual expense per

dollar of income has reduced slightly from $1.304 to

$1.280, which is 2 cents lower than planned at $1.30.

Higher losses per voyage, approximately 19%, is due to a

deficit plan whereby increased income at the same ratio to

cost results in increased actual dollar loss per voyage."
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The 1981 Analysis states:

' i Tl

“In FY81, utilization for voyages originating on the West
2 Coast is about 4,400 MTs. Outbound utilization, as well
’ as intra area and inbound has decreased in FY 81 as MTs
g per voyage has declined from 17,777 MTs per voyage in FY
A 80 to 16,161 MTs in FY 81, a decrease of 5.7%. This is
" the second year in a row that the Combined Service has
- experienced a decline in cargo. In FY 79 18,410 MTs were
5 carried per voyage. The decline in FY 80 was 3.4%. The :
y estimated cost per MT and cost per 1968 MTM have both k
: increased by 19% and 9% respectively. The ratios of
4 income to cost per MT have also increased by 3% overall
due again to the decrease in cargo lifted. However, 5
f%!k estimated daily costs are up by over 7.5% due to increase
o
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charter hire cost tempered slightly by a decline in bunker
fuel cost. Interestingly, actual expense per dollar of
income has reduced slightly from $1.31 to $1.127 which is
2.3 cents lower than planned at $1.15. Losses per voyage,
approximately 4.2% less than in FY 80, is due to a deficit
plan whereby increased income at the same ratio to cost
results in increased actual dollar loss per voyage."

The 1982 Analysis states:

"The Combined Service utilized five ships on 22 voyages in
FY 82 compared to six ships on 24 voyages in FY 81 with
the same route structure. The FY 82 utilization for
voyages originating on the West Coast is approximately
2,900 MTs per voyage greater than for voyages originating
on the East Coast. The 385,203 MTs of cargo carried by
the five larger ships in FY 82 is practically the same as
the 385,621 MTs carried in FY 81 in smaller ships. From
FY 81 and FY 82 outbound cargo is approximately 3,008 MTs
higher. There was an increase of 14,0800 MTs in intra area
cargo, and a decrease of 17,800 MTs in inbound cargo.
Outbound and intra area ship utilization has increased by
8% and 9% respectively, and inbound decreased by 3%.
Unfortunately, although the number of ships in the
Combined Service have been reduced from six to five or by
16.7%, the estimated daily cost per ship has increased by
22.0%. The P/(L)S remains within 1% at an estimated
$408,318 loss per voyage. Clearly the breakbulk billing
rates do not compensate for the cost of the Combined
Service where the number of miles steamed per billing rate
mile is 200% as great as East Coast to Europe services,
4.5:1 compared to 2.2:1. The billing rate from East Coast
to Japan is only 158% of the billing rate from the East
Coast to Europe. Actually, the East Coast to Europe
service produces a favorable P/(L)$. The ratio of income
to cost per MT for the Combined Service is .831:1,
indicating that a 20.3% increase on the FY 82 billing
rates to the Pacific and Far East would have made it
possible to have a break even P/(L)$. Time in port is
averaging 46% for 20 to 23 port calls per voyage. This is
10% better than the worldwide average for all voyages,
which is approximately 50% time in port and 50% time at
sea., CSM West Coast in port activity shows that 51.6% of
in port time is needed to handle cargo compared to 36.2%
in East and Gulf Coast ports. Generally, the West Coast
stevedore gangs work two shifts, and the East Coast
stevedores work one shift. However, cargo handling
productivity is averaging 1081 MT per day for the East
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Coast and 1030 MT per day for the West Coast.
Notwithstanding the billing rate problem and its effect in
the P/(L)$ it is requested that every effort possible be
made to expedite in port activities to reduce the amount
of time spent in port, &nd load all available cargo."
These comments indicate fairly consistent Combined
Service operational trends and areas of concern. Because
these are summaries, they address only a few overall
categories of quantifiable voyage information; mission
accomplishment is reflected by MTON's carried and number of
voyages, the overall percent of utilization, the average
cost (both fixed and variable), the rate structure, and the
resultant average profit or loss per voyage. Because the
Combined Service was structured as a functional loss control
center, as mentioned in Chapter 11, its financial plan was
designed as a deficit plan whereby, for example in 1986, the
ratio of budgeted expenses to budgeted income was 1l.3:1.
The trend here has been to get closer and closer to a break
even operation by better estimating cargo requirements and,
therefore, costs. Unfortunately, the billing rates
continue, for many valid reasons, to be unrealistic with the
MSC Atlantic routes cross subsidizing the Pacific routes.
Utilization of cargo space on certain legs of each
voyage has consistently been a problem for the CS.
Table V-1 is included to show current utilization trends.
Below deck utilization is actually quite good by commercial

standards. Appendix A displays overall dry cargo shipments
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", éggj moved by MSC in 1975 and 198l. Although there was an

& overall 21 percent decrease in cargo, some significant

2 '

3 changes include:

W

ot a. a 72 percent decrease in ammunition, hazardous cargo,

and radioactive waste;
b. a 99 percent increase in cargo carrying trailers;

C. a 66 percent decrease in special cargo:

d. a 43 percent decrease in cargo via time and voyage
charter; and

% e. a 65 percent decrease in breakbulk cargo via
g commercial agreement.

2. Special Lift Issues

There are three often used rationales that support

R e o 2ol

LA

the continued operation of a peacetime scheduled breakbulk

service by MSC. The first is that the military regularly

~ requires heavy or special lifts that could not be met in a
E timely manner by a commercial U.S. flag carrier. The second
relates to the inaccessibility of many of the Pacific

islands to regqular commercial traffic, and the third

TR

o

rationale is oriented toward availability of ships for

§ oo
T

mobilization exercises.

TR

The MILSTAMP definition of special cargo is:

PN
N

ok

a. all wheeled or tracked vehicles not POVs regardless
of size; or

b, cargo more than 10,000 lbs; or

c. cargo more than 35 feet in any direction.
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’%&#’ Therefore, not all cargo fitting the tariff structure of °
special cargo such as telephone poles or outsized steel
products is necessarily a heavy lift item, Some recent MSC
cargo that did require special handling included sonar domes
(27,000 lbs), a surfacer machine (approximately 10,000 lbs),
a concrete batch plant (42,250 1bs), and a ship reduction
gear (138,000 lbs) [Ref. 58]. Most of these items could be
carried by any ship in the CS fleet as they currently range
in 1ift capacity from 68 to 88 tons.

Occasionally very heavy items must be transported.
The two heavy lift ships employed by MSC are the
TRANSCOLORADO and the TRANSCOLUMBIA which both have boom
@ configurations that when married are capable of lifting 240

o HRAHF £

long tons. - Together with one barge ship and one RO/RO in
commercial operation, these ships represent the heavy lift
capability of the entire U.S. flag fleet. If the
TRANSCOLORADO and TRANSCOLUMBIA did not remain under
contractural agreement to MSC, there is considerable doubt
that their services could be guaranteed to meet the shipper
services' intermittant and irreqular requirements. Even when
available, these ships would be provided at considerable
cost to the government.

The flexibility and timeliness of CS services in the
Pacific and Far East is also more than just a convenience.

There is scheduled commercial container service as well as

4Ty
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liner and tramp breakbulk service available from West Coast
ports to Bawaii, Kwajalein, Japan, Okinawa, Korea, and the
Philippines. Breakbulk service to Hawaii is via barge, and
breakbulk space on container vessels can also be negotiated
on an as-required basis from Matson and U.S. Lines. Break-
bulk service to Guam would be on an inducement basis as
there is currently no pure breakbulk service to this
destination. Service to other Far East locations could be
provided utilizing a combination of service presently
avajilable with Lykes' scheduled RO/RO's and with American
President Line's (APL's) C-5 tramp service into the Far East
and Southeast Asia [Ref. 51:1].

The problems arise when,unlike CS vessels, there is_

no one carrier which services all CS ports as they exist

today, (e.g. Tacoma/Seattle (APL, Barge), Oakland (all),

Port Hueneme (none), Long Beach (all), San Diego (none)).
However, it should be noted that all have in the past, on
inducement (750-1008 MT), been willing to consider calling
at MOTBA, Oakland, San Diego, and Port Hueneme. Ports for
which there are currently no scheduled or semi-scheduled
tramp service include Midway Island, Wake Island, intra-West
Coast movements, and West Coast - East/Gulf Coast. There is
reason to believe that service to these areas could be
induced on a basis of volume and cost. Based on known U.S.

flag shipping in the Far East, interport shipping for this
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area would be questionable, particularly where shipping in
z§ more than one direction would be necessary. As noted

;; earlier, the transportation of not only special cargo but

é& also aircraft and hazardous cargo would require considerable

prior and sensitive coordination with respective commercial

s
-7

A o
e e

carriers to ensure availability and timeliness of 1lift as

*
2

Beyd
cgw
XE

well as negotiated rates [Ref. 51:2]. The criticality of
some Required Delivery Dates (RDD's) would result in special

planning and coordination challenges in a purely commercial

s market and could require cargo to be diverted to foreign

pad

flag ships under not very unusual circumstances,

e
)

The issue of the CS as an available and reliable

) v
-

&

L M L

mobilization exercise resource is of particular concern

$§ because of the dwindling U.S. flag assets, especially on the
g% West Coast. It is felt that not enough of the right kind of
W ships are available to meet existing exercise requirements

or planned requirements. The knowledge that CS ships are

A

i
C&L
et

A

available on reasonably short notice is a particular

Pl

advantage to mobilization exercise planners. This

5

>
-
.

capability would be difficult to duplicate in a totally

B A

commercial shipping enviromment.

R/

A

- 3. ZIhe CS and Surge Requirements

k% Chapter 1V included a section on the changing

ﬁ§ perspectives of contingency and mobilization planners. That
5%

N information is significant because the CS is continually

0

L . 169

e N
CACANGAS




being evaluated within the framework of overall MSC surge
breakbulk capability. The CS ships as a percentage of the
chartered MSC dry cargo fleet changes continually but
fluctuates between 15 to 38 percent. The U.S. Naval Ship
(USNS) fleet, as seen in Table V-1I, contains one refriger-
ated cargo ship, five dry cargo ships, four vehicle cargo
ships, and the four converted SL-7's [Ref. 25:1]. There-
fore, as a percentage of the dry cargo surge capacity, CS
ships represent 10 to 20 percent of the total MSC controlled
dry cargo fleet in numbers of ships. The USNS ships are

almost exclusively assigned to certain routes and/or

. functions that would be difficult to substitute for if they

were pulled away to meet another contingency requirement.

A consistent MSC policy has been to utilize its
nucleus ships and charter fleet as productively as possible.
But wpen cargo was temporarily not available, the ships were
put in Reduced Operating Status (ROS) to maintain a con-
sistent level of surge cgpacity in the controlled fleet.

Other resources are also available in a less than
full mobilization scenario. Two sources currently getting
considerable visibility are the Ready Reserve Force (RRF)
and the Sealift Readiness Program (SRP). Both of these
sources can make ships available on short notice to augment
the MSC fleet but within different guidelines and within
different call-up phases.
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TABLE V-II

UNITED STATES NAVAL SHIPS (USNS) 1 JANUARY 1983 [Ref. 25:2-4]

CLASS
AK

SRR &R

RER X

TOTAL DWT

iy

DES

V#3
V43
C3
C3
V#3

C3
Cc?
Cc7
C4

R3

(1N y (*"% 4 R LI )
o e !"y,l’;‘ DDA R P " . '1“‘\'-’\ “u Y $

NAME DWT

FURMAN 8380
MARSH FIELD 9649
NORTHERN LIGHT 12537
SOUTHERN CROSS 12519
VICTORIA 9649
COMET 10111
JUPITER 19172
MERCURY 19172
METEOR 12326
RIGEL 8112
ALGOL 27358
ANTARES 27651
BELLATRIX 28830
CAPALLA 27634
233100
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The RRF can be made available five to ten days after
requested in accordance with authority granted in Section
718 of tﬁe Defense Appropriations Act (96-154). The program
to develop the RRF to provide militarily useful ships
available in a quick response situation began in 1977 when
the U.S. Navy transferred $5.2 million to MARAD to begin a
four-phased upgrade program of ships from the NRDF. Another
source of more modern ships came from the government trade-
in program that is still attracting newer ships to the RRF
inventory. The objectives of the RRF have been slightly
altered over time from the original concept of providing DoD
with a sealift capability equivalent to that of thirty
Victory Ships (approximately 340,000 measurement tons). Now
a variety of ship types are used and the program is be;ng
expanded considerably to provide the primary source of surge
capability. New ships are actually being built for the RRF
and of particular interest are the new crane ships (TACS)
that will primarily support the discharging of non-
selfsustaining containerships. In conjunction with this new
emphasis on the RRF, the ROS concept within the MSC control-
led fleet will be phased out by FY85. Should it be deemed
appropriate to put a ship in ROS thereafter, the cost will
be charged to a new MSC "readiness account” instead of the
readiness account currently provided by the Chief of Naval

Operations (CNO).

172




s

; ke n: +
e 5 PVl

RN

5

A
5 Pl ’c&\w x

1

gt
i

3

A 2% 0rE AN R il it i A B B A AL M e i e A A O I ST 0 S 94t o o g 2o e

The SRP ships are a diverse group of ships built
since 1976 with government subsidy and/or operated with
government subsidy. Additionally, a shipping company
wishing to carry government cargo must dedicate 58 percent
of his fleet (including older ships) to the program.

Phasing plans are developed as part of the agreement based
on the type of ship and potential uses. To press these
ships into service requires an extensive but quickly
orchestrated chain of events starting with the initial MsC
request and culminating with the ultimate notification of
the President. The callup procedures have has been tested
but the program has never tried, so questions remain as to
its viability as a surge capability.

This change in emphasis may have a profound impact
on the Combined Service. It would appear that MSC
contzolled breakbulk ships are going to be more and more
justified solely on projected cargo requirements and less on
their capabilities as breakbulk carriers in surge scenarios.

B. THE IMPACT OF MSC CONTROLLED DRY CARGO SHIPPING ON
RELATED PORT FUNCTIONS

1. Ship Characteristics and Cargo Handling Impacts
Just as port efficiencies affect CS operations, so
do the characteristics of the CS ships and their operations
impact the ports utilized on a reqular basis. As the CS can
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be described as a "liner™ service within MSC controlled
shipping, studies done for the commercial sector have some
applicability.

One study in particular, "The Economics of
Conventional Liner Breakbulk Cargo-handling Efficiency,"
attempts to develop an optimization model of liner charac-
teristics that minimize total system costs, both at sea and
at port [Ref. 52]. Because of numerous seasonal and random
variables relative to shipping in general coupled with the
additional problems associated with breakbulk cargo com-
positions, within hold placements, various ship design
characteristics, different quay facilities, etc., the
problem was generally broken down and addressed as manage-
able but less valuable pieces, However, the authors of the study,
Mitchell Kellman and Don Shneerson appear to make a valid
empirical estimate of the relationship between handling
performance of breakbulk cargo on the one hand, and ship and
cargo related variables on the other.

They developed a "productivity index"™ which is
invariant to many of the factors, such as seasonal
differences, which had impeded previous investigations,
Their model studies the effects of a large set of ship and
capgo related variables upon this index, utilizing multiple-
variate stepwise linear regression techniques. The data

collection effort and the development of the index will not
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i Y be discussed here. It must be explained however, that the
3 index I; must be calculated for each ith loading and
f% unloading utilizing the following equation:
& |
;é‘ I, = £(a,, Bjyi C); =1...N
f§ =1...J
o where i = ship arrival,
i j = cargo category,
' A; = a set of ship-specific variables,
Bij 7 Ariival’ spbeific viria016e not associated with
. the ship itself, and
; @ C = a further set of exogenous variables.
. The resultant indices are then input to the model which can
g then be used to explain the inter-ship variation; in the
f{ efficiencies of relative cargo handling.
P Table V-I11 shows the ship related variables
ig (A;) and the handling and cargo related variables
5

(Bij) tested. Regression analysis was performed and
the variables which added very little to the explanatory

e

power of the regression were excluded from the final

Ry
XL

estimated equation. Of the nearly 28 explanatory variables
tested, only five were determined to be significant. These
f? five variables were the age of the ship, the size of the

ship, the number of cranes, the ratio of the number of
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;£* 5§V hatches to holds, and the proportion of tonnage carried in

et containers.

é~ This analytical approach can Be applied to the

éh Combined Service and valuable lessons can be learned. Each
53 of the five above mentioned variables will be briefly

f%j discussed and related to the current CS ships. The first

s finding was that the older the ship, the less efficiently
té; was its cargo handled (both loading and unloading). 1In

gf‘ fact, the results indicated that for each additional year in

L the age of the ship, the cargo handling efficiency would
g decrease by approximately 1 percent. This consistently
positive relationship implies that given two ships of

identical size, one being five years old and the other being

25 years old, both carrying the same cargo composition, the
» cargo of the latter would be handled 20 percent slower.

What this means to the CS is that, because the average age

e'}
o

of the ships in use is approximately 18 years (or 18 years
behind the technology curve), there is a built-in cargo
handling inefficiency which must adversely impact cargo
handling operations.,

The second factor, the size of the ship, relates to
the increasing returns to scale in the handling per ton of
cargo for larger ships. This type of result had been

typically demonstrated for bulk cargoes and now was found to

dl be true for breakbulk cargoes as well. The total time
- E 5 -='\~
N
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required for handling such cargoes tended to increase with
the size of the ship, but the time required to handle each
ton of cargo tended to decrease. A perfect example of the
applicability of ship size to the CS was the short term use
of the President Adams, a C-5 ship, for Voyage #0803 of FY83.
She carried considerably more cargo and had a profit making
voyage, but because she disrupted the cargo flow to the
other CS ships and spent more time in port loading and
off-loading, the resultant swings in the schedule could not
be tolerated and her services were discontinued.

The negative coefficient of the third factor, the
number of shipboard cranes, was felt to have more than one
possible explanation. The authors of the study designed
their productivity index to make shore cranes more effi-
cient. Therefore, if a ship observed in the study had its
own cranes and used them instead of a shore crane, that in
itgelf wbuld account for the findilg. The authors point out
that there is another possible explanation of the negative
relationship between handling efficiency and the number of
cranes and it relates to the size economies. As it turned
out, the number of cranes was found to have a high correla-
tion (r = .7) with the length of the ship and therefore the
variable may just represelt length. This can also be
expected from normal design limitations such as the fact

that hatches may not be opened through all the six walls of
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a hold so that as holds and hatches both increase, the

volume which must be accessed from any given point in the
hatch is increased. As noted earlier, the CS ships in
current use are considered self-sustaining and consequently
are forced into "inefficient"™ operations when appropriate
shore cranes, including fixed, floating, or gantry types,
are either not available or not used. '
1

The ratio of the number of hatches to holds, the

fourth factor, also has implications for the handling effi-
ciencies for CS ships. The results of this analysis
suggests that general cargo liners with twin hatch degigns
do allow for easie; access for the hooks, with fewer atten-
dant setting-up operations within the hold. The Clipper

Class ships currently in the CS inventory do have a twin

‘hatch design for holds in the mid-section of the ship. This

type of configuration should be encouraged within the frame-
work of tradeoffs with potential other utilization of deck
space.

The fifth and final significant factor was the
proportion of tonnage carried in containers. As expected,
containerization does clearly improve handling efficiency.
The variable was significantly positive for the conventional
cargo ship as well as for the all-ship sample (which
included partial containerships). The containerized cargo

carried by the CS ships fall primarily in the MSCVAN
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category destined for Diego Garcia. It represents only
about 3 to 10 percent in MTONS of CS cargo depending on the
voyage. Most of the government containerized cargo booked
by MTMC goes via commercial shippers under negotiated
container cargo agreements.
2. Other Port Operation Considerations

The CS can be considered of minor importance to port
operations in general. Yet as a significant portion of the
MSC controlled fleet breakbulk capacity, it does impact
certain ports. For instance, the MOTBA owns and operates
Pier 7 (East and West) which has as its primary purpose the
providing of services to ships carrying MSC booked cargo.
Most of the functions, including stevedoring operations as
well as crane operations and maintenance, are contracted
out. This is typical of military cargo handling operations .
as directed by MTMC at ports or piers under their hurisdic-

tion. The number and size of stevedore companies hiring

unionized longshoreman have contracted as longshore labor
requirements have dwindled due to containerization and other
automated cargo handling techniques. Table V-1V shows the
decrease in longshore labor just over the past ten years.
The occupation has become so stagnent that entrance into the
union in many cases depends solely on nepotism.

Of concern in this thesis is whether or not the

decline in the number of longshoremen impacts the Combined

...........
...................
.........................
........

.............................
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3 : TABLE V-1V

Y LONGSHORE LABOR: AVERAGE MONTHLY EMPLOYMENT IN
. FISCAL YEARS 1964-1981
[Data obtained from MARAD Annual Reports 1964-1981]

¥ FY NUMBER
. 1964 70,0001 |
£ 1965 70,0001 f
E 1966 70,0001 1
s 1967 70,000% 3
1968 70,0001
1969 68,700 ;
1970 . 66,120 1
1971 65,530 ]
1972 57,951 ‘
1973 64,708
1974 . 65,113
1975 63,725 J
1976 58,888 !
1977 56,515 j
1978 52,100 ;
1979 49,103 ’
; 1980 48,747 !
5 1981 46,245 ]
- 1Considered "normal" work force with a total of 88,000 - 95,000 i
actually available for work. E
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Service and how the existence of regular military breakbulk
operations impacts the longshore industry. If one looks at
the number of longshoremen employed (or unemployed) and the
skill levels required, it appears that the military keeps a
significant portion of the longshore work force at certain
ports employed that would otherwise be laid off. The work
force appears to be readily available, at least into the
near future, if breakbulk shipping requirements increased.
The group that is perhaps more significant to the Combined
Service are the carpenters who actually secure the cargo in
the holds using dunnage. These people are much more highly
skilled and the availability of their services could be in
jeopardy if breakbulk shipping continues to decline. These
services are also contracted out at military terminals.

A side issue relates to the availability of suitable
portside cargo handling equipment for normal breakbulk
operations. For breakbulk cargo, there should be cranes,
forklifts, dunnage, wire rope and chains for securing, and
adequate covered storage for cargo. As containerized cargo
requires quite different port support, it is important that
breakbulk capabilities be kept available and maintained in
good condition in designated stateside and.overseas ports.
A reasonably cost-effective way of ensuring continued
capability is to productively employ the facilities by
regularly routing breakbulk shipping to these ports.
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Another side of peacetime breakbulk operations that
often gets overlooked is the availability of breakbulk ships
for military training. The Navy has only eight Reserve
Cargo Handling Battalions that are under the jurisdiction of
the Navy Ca:o Handling and Port Group (NAVCHAPGRU) at
Chetham Annex in Williamsburg, Virginia which has approx-
imately 145 active duty personnel. The Reserve units are
made up primarily of Storekeepers and Boatswain's Mates with
some SEABEE ratings and administrative support ratings. The
Army, on the other hand, has five active duty units called
Terminal Service Companies assigned to major military ports.
Each Company is authorized eight officers and 288 enlisted
personnel. There are, in addition, eight Reserve Companies
with similar numbers and types of personnel that regularly
drill at their assigned mobilization ports. The Companies
are o:iented'by their cargo handling equipment to either
breakbulk or containers but can do both if necessary. They
are equipped to move 1988 short tons of breakbulk cargo
per day or 400-680 containers [Ref. 53].

C. MSC OVERSIGHT OF CONTROLLED DRY CARGO SHIPPING
1. QOperating Guidance
Over tho‘years, the MSC has developed numerous
instructions to gquide dry cargo operations and establish
consistent policies for the three primary 9ategor1es of dry
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cargo vessels; the MSC Nucleus Cargo Ships (USNS), the
Time-Chartered Ships of which the CS is a five-ship subset,
and the General Agency Aereement (GAA) Ships under MARAD
custody that are rarely used in peacetime, Those COMSC
instructions which apply solely to dry cargo ships were
incorporated into COMSC Instruction 3120.17; "Dry Cargo Ship
Operating Instructions (CARGOPINS)" dated 24 January 1983.
In addition to CARGOPINS guidance, a list of related COMSC
instructions applicable to time charter breakbulk ships is
included as Table V-V, The terms under which the chartered
ships come within MSC control are contained within the
respective charter parties that are entered into between MSC
and the ship owners. The standard MSC Dry Cargo Time
Charter Party (MSC Form 4330-~2) is included as Appendix B.
2. Monitoring of Costs

As indicated in Chapter 11, there are numerous
givens that MSCPAC must factor into its CS cost function.
That does not mean, however, that all fixed and variable
costs cannot be monitored on a regular basis. Data can be
extracted and/or summarized to support periodic management
reviews that can result in decisions that improve effi-
ciency. The major fixed cost is the contracted time charter
cost that is made up primarily of manning and subsistence
costs, vessel maintelance costs, insurance, and a management

fee. The major variable cost is the voyage cost which is

184

LN Ly
PRETT RN TE LS

S TR O MO A LAt o acom 2u g oa y a )




..........................

ta na“f s
P e

a8
i85

S

“": ‘v.’-'lv

¢ g

ﬁé TABLE V-V

e

g3 COMSC INSTRUCTIONS APPLICABLE TO CHARTER SHIP OPERATIONS
[Ref. 53:2-5]

%5 COMSCINST SUBJECT

o

3y
g 2080.1C Procedures for Communicating with MSC MARISAT-
Equipped Ships by Telephone

3008.1C Ship Movements on the Outbreak of War or Upon
Future Declaration of Emergency

31208.5C Responsibilities of Subordinate Commands in
Handling MSC-Chartered and General Agency
Agreement (GAA) Dry Cargo Ships

3120.12B Automated Mutual-Assistance Vessel Rescue
(AMVER) System

@ 3120.16A Standards of Appearance

‘ 3121.1E Operational Control Procedures for MSC-
o Controlled Ships (less tankers)

¥ 3121.5D Voyage Description in Shipping Articles
. 3123.5G MSC Movement Report Instructions

3123.6C Prearrival Messages by MSC Voyage-Chartered,
Time-Chartered and GAA Dry Cargo Ships;
submissiol of

3123.7¢C Casualty Reports by MSC Voyage-Chartered, Time-
‘; Chartered and GAA Dry Cargo Ships; submission of
55 3123.8A Suez Canal Transit
w 3123.9 Panama Canal Transit

3130.1D Assistance-~At~Sea Missions Performed by MSC

Ships; report of

3140.1F Envirommental Reports and Services
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3160.2C

3840.1C

4020.2E

4355.2C

46190.29B

4619.32C

4610.33B

4659.2B .

4650.5B

4700.1D

4780.78

5112.1B

5420.2E

5440.1V
5440.2H
5520.1
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TABLE V-V (Continued)

COMSCINST SUBJECT

Classified Nautical Chart and Publications for
MSC Contract-Operated Tanker (USNS), MSC
Chartered Ships, and GAA Ships

Information Collection by MSC Ships in Support
of National Interests

Bunkering Instructions

Delivery, Redelivery and Joint Survey of MSC
Time-Chartered Ships (except tankers):;
reports on

Operating and Administrativg Procedures for MSC-
Controlled Bulk Carriers (Coal Ships)

Cargo Ship Location, Status and Utilization Sub-
System (CALSTAT) Reporting Instructions

MSC Cargo Ship In-Port Status Report
Passenger Booking and Reporting Procedures

Observers; Definition and Assignment of Aboard
MSC Ships

Cleaning of Cargo Spaces in MSC Controlled
Ships; MSC Policy Governing

Ships Permanently Assigned to MSC; Material and
Machinery Operation Standards for

Mail for Merchant Crews Aboard Ships Operating
for the Account of MSC

galvage of Controlled Shipping; responsibility
or

MSC Command Organization
Boundaries of MSC Area and Subarea Commands

Barricaded Captor/Hostage Situations
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TABLE V-V (Continued)

k
hY
i,

COMSCINST SUBJECT
5806.2D Waiver for Navigation and Vessel Inspection Laws

o~

I\
R and Regulations; procedures for
2 5840.2C Procedures for Clearance of Ships with U.S.
& Customs
’13, 5890.1D General Average and Salvage
6240.4C MSC Environmental Protection and Enhancement
¥ Program; Policy, Procedures, and Assignment of
NS Responsibilities for
A
o 8623.1F Safety Regulations Governing the Handling and
Transportation of Ammunition and Other
. Hazardous Cargoes
:3’ 9016.1E Ship Characteristics Cards; preparation and
i . submission of
‘ oo
@ 9170.1E Testing of Cargo Gear
ﬂé 12416.3E  Small Arms Training
B
%
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primarily made up of fuel charges, port charges, and canal
tolls. An example of a voyage cost analysis including both
fixed and variable costs is included as Appendix C. Other
variable cost considerations involve off-hire periods, ROS
periods, and voyage margins for delays due to weather or
other unpredictable occurances.

On-Hire/Off~Hire procedures exist to account for
times when a vessel on time charter fails to perform in
accordance with its contract. A vessel's mechanical
equipment sometimes breaks down, whether it be the
propulsion or electrical power generating units or the cargo
handling gear. Diversions, for reason of medical necessity,

such as to put an ailing crewmember ashore in an emergency

- are considered a failure to perform. Failures in hull

structure, such as a crack in the vessel's bottom, often
requires drydocking. During the period off the assigned
task, the vessel is considered in a status of failure to
perform, Certain information is required of the vessel’s
Master by the Dry Cargo Ship Operations Branch, in order to
properly place the vessel off hire. Needed are actual times
of the commencement of the failure to perform and the number
of barrels of fuel aboard at that time. Likewise, times of
return to normal assigned activity and the amount of fuel on
board at that time are also required (Ref. 54]. Off-hire

time is monitored very closely as even a prorated reduction
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of per diem charges for a few hours off hire can result in
significant dollar savings. The opportunity to put a
time-charter ship in ROS when appropriate can also reduce
costs. As noted earlier, after FY85 these reduced costs can
no longer be charged to a CNO readiness account, but must be
absorbed in an MSC readiness account.

As noted in the previous section, opportunities for
the Combined Service to improve efficiency are tied to
either changing the fixed costs (i.e., changing the number
or type of the ship in the CS fleet) or changing the
numerous variable costs. If one takes as a required mission
performance standard, the requirement for a relatively con-
sistent route structure and port call frequency of approx-
imately 30 days, then there are various combinations of ship
numbers, sizes, speeds and route structures that can meet
minimum performance standards. The Combined Service manager
since its inception has monitored cargo flows in and out of
all the CS ports, noting not only overall utilization, but
significant origin-destination pairs for certain categories
of cargo. Analyses have been regqularly performed to
consider more cost effective routes and/or schedules.
Additionally, analyses are performed by the Military Traffic
Management Command under its functional responsibility as

single manager for military traffic land transportation,
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Some of the ongoing analyses with potential impact
on CS operations are MSCPAC analyses of the effects of
deleting the East Coast and/or Gulf Coast segments of the CS
voyage. These analyses address identifiable costs specif-
ically but also attempt to factor contingency requirements
into a rational decision. MTMC is performing a series of
studies called "CSM Ship vs Line-Haul." This series, still in
draft form, compares costs of various scenarios to determine at what
point minibridge options become more cost ef fective than the
oceanborne shipping option. MTMC is also reviewing several
other port mixes to best determine if reduction of port
calls on the East Coast and the West Coast with more cargo
sent by truck or rail to the ports remaining on the route
would be cost effective. Reviewing for content these draft
comparative cost analyses is beyond the scope of this thesis
but it is appropriate to note that unless analyses of this
nature are done as a truly joint MSC/MTMC venture, they will
probably get lost in the political crossfire.

On a much smaller scale and with more immediate

results, the CS schedule can be planned and executed incor-

porating minor changes within fairly short time horizons.

There is flexibility to include mobilization exercise
requirements in the schedule as well as to consider the
shipping companies' overhaul and maintenance requirements.

Opportune lifts can be made if cost effective or otherwise
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required, and cargo can be diverted to another port for
similar justification. The schedule is currently developed,
monitored, and changed in a manual mode which makes it
difficult to evaluate the secondary and tertiary impacts of
a schedule change.

4. MSC Initiatives to Expand. Dry Cargo Capacity

When President Nixon came into office in 1968 he

called for a massive ship construction program to rebuild
the aging and dwindling U.S. merchant fleet. The parameters
of this program were reasonably well established:

a. Three hundred ships were to be built in ten years,
averaging thirty ships per year.

b. Ships would be of standard design for multi-ship,
multi-year procurement.

Cc. A minimum of 15 percent of the export-import trade
of the United States would move -on U.S. ships.

d. The U.S. bulk fleet would be included in the new
program.

The three hundred ship program was envisioned in three
parts:

a., requirements and ship evaluation,

b. engineering development, and

¢. 8hip construction [Ref. 55:32].
As noted in Chapter 1V, this grandiose ten year plan begun
with such high hopes, never really materialized in the form

of substantial new merchant ship construction.
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When it became obvious to military leaders that the
promises of an upgraded merchant marine had turned out to be
just promises, new sealift options began to be fqrmulated
that would reduce reliance on political intransigence.

Three examples of ongoing MSC activities that will directly
support contingency requirements and, at the same time,
generate revenue and jobs for the U.S. maritime industry are
as follows:

a. a build-and-charter program,

b. A convert-and-charter maritime prepositioning ship
(MPS) program, and

C. the acquisition and conversion of SL-7's [Ref. 22:26].
Simply stated, build-and-charter is a means of

securing needed ships which are built and owned by private
interests. The Navy specifies the type of ships needed
(those not currently available in the merchant marine) and
private investors arrange for construction on the basis of a
Navy committment to charter the ships. Once the ships are
Operating, the Navy pays the cost of the service provided at
a negotiated charter rate. The rate covers the cost of
construction and financing, plus a reasonable prof it for the
owners. To date MSC has acquired the long-term use of 29
ships this way (28 tankers and one RO/RO)., 1In January 1982,
MSC issued a Request for Proposal for five new T-5
replacement tankers. These 25,000 to 30,000 DWT ships are
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to be built in U.S. shipyards and delivered to owners for
MSC use under charter in 1986 [Ref. 22:26].

Convert—and-charter is another program by which both
industry and the Navy profit. There are currently 17
chartered merchant ships with civilian crews on station in
the Indian Ocean as part of the Near Term Prepositioned
Force (NTPF). The Military Sealift Command is currently
replacing elements of the NTPF with an expanded Maritime
Prepositioned Ship Program., Originally MSC had planned to
acquire 12 multipurpose ships through a combination of new
construction and conversion, but budget constraints resulted
in the decision to convert-and-charter. Contracts were
avarded in June 1983 for construction and/or conversion of
13 ships to RO/RO configuration., Thcse ships will then be
time chartered to MSC for up to 25 years.

The third progtan; the acquisition and conversion of
SL-7's, began with the purchagse of eight large container-
ships from Sea~Land Industries, Inc. in 1981 and 1982, At
33-knots, these SL-7's are among the fastest cargo ships in
the world and, as part of the nucleus fleet, will give MSC
much-needed flexibility. They can carry tremendous amounts
of cargo and after conversion to the RO/RO configuration,
will be able to load or discharge in one day the majority of
the unit equipment (tanks, artillery, wheeled vehicles,

etc.) needed for two Army heavy mechanized or armored
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divisions [Ref. 22:27]. Four SL-7's have been converted and

funds have just been released to convert the remaining four

L
e e

ships currently in MARAD custody.

N,

ERNE N
(s

All of these initiatives, including support for the

%’ build up of the RRF and SRP, fall under the generic heading
g of sealift enhancement programs that are getting much needed
% attention. No longer is sealift's role in strategic

ﬁ mobility restricted to the long-term reinforcement of

.ﬁ deployed troops. It is now an essential element of all

: strategic mobility plans and this has been and continues to
? be reflected in funding. There was more money for sealift
Q enhancement programs in the FY82 budget and programmed by

“‘ @ the Navy in the follow-on four years of the Five Year

é Defense Plan than in all the yeais since World War II

g [Ref. 56:3]. Whether or not this increase in both interest
, and funding will be sufficient to make up for years of

ﬁ benign neglect has yet to be seen.

%
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VI. SUMMARX AND CONCLUSIONS

€ A. GENERAL

An effort has been made in this study to put the
Combined Service into context by reviewing this five ship
operation as a component of the MSC capacity for providing
breakbulk shipping. The MSC controlled fleet must, in turn,
# be viewed from the perspective of total U.S. flag dry cargo
capabilities and ultimately as a part of world dry cargo
shipping. 1Issues impacting the CS directly or indirectly

TP g
L S

include breakbulk shipping requirements in peacetime as well
25 as variops wartime scenarios and the excess capacity that
@ MSC in general and CS specifically are expected to provide
? to meet surge requirements. Other issues relate to changes
. in technology, military strateqgy, national goals, and
. international politics. There is obviously nothing static
about this enviromment and, consequently, the CS must be

ot

constantly reviewed to ensure its mission remains valid and

its performance meets applicable standards. Within that

[AOs

review framework, alternatives for moving cargo within and

s

outside MSC must Le considered including all relevant and

related cargo handling impacts,

e

/o -
~ s

B. SUMMARY
The Combined Service, as it was established in
‘5%5 June 1979, resulted from a recognition on the part of the

:
,
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Commander, Military Sealift Command, and to varying degrees,
his area commanders, that a scheduled breakbulk shipping
operation tying the E;st Coast, both inbound and outbound,
to the Far East via the Gulf Coast and West Coast would be
beneficial to the shipper services. Based on this
conviction, it was assumed that cargo currently being lost
to commercial shipping would flow to the CS, thus
productively employing existing MSC charter ships and yet
not officially "competing" with the commercial carriers.
COMSCPAC was designated the Combined Service manager and the
MSCPAC Transportation Office (P-3T) was delegated management
authority including the functions of scheduling, monitoring
cargo flows and associated costs, and continuous evaluation
of voyages. As an ongoing operation, problems are
identified and management or operationally oriented
solutions are applied on a regular basis.

Because the CS has been justified in part by its role as
a provider of surge capability (i.e., as part of the "warm"
industrial base), that issue was reviewed. Chapter II1
included a brief history of the U.S. Merchant Marine to give
perspective to the condition of U.S. oceanborne shipping
today. The CS represents U.S. breakbulk shipping assets and
it was significant to describe the dwindling U.S. role in
breakbulk shipping although a world market continues to

exist., The continuing requirement to move military
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breakbulk cargo in a mobilization scenario was also
addressed. When considering breakbulk shipping assets in a
full to total mobilization enviromment, there are world
shipping markets to draw on. However, issues of avail-
ability in another "proxy" war enviromment (such as Korea or
Vietnam) where this country maintains a "guns and butter"
mentality, was described as more difficult to qualify. The
concern that militarily suitable ships may not be available
when needed was discussed in a section on modern trends in
dry cargo ship design and capabilities. It was stressed
that MSC can influence those designs and better utilize the
newer technologies in support of their mission,

Less tangible influences on decisions concerning the
Combined Service can be as important if not more important'
than physical considerations. Chapter IV was used to
summarize maritime politics as represented by major U.S.
legislation, changing international policies, shifting
domestic competetive enviromments and, more specifically,
major changes in mobilization thinking.

The Merchant Marine Act of 1978 was chosen as a focal
point because it was a fairly recent and comprehensive piece
of legislation with specific goals that could then be
analyzed ex post facto to exemplify problems typical to the
legislation of progress. This summary was then related to

legislation under current consideration to help anticipate
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potential pitfalls and to glean an understanding of the
economic implications of politically inspired "solutions."®

A quick review of the UNCTAD Code of Conduct for Liner
Conferences was included because breakbulk shipping is a
worldwide enterprise generally associated with the liner
trade. If one subscribes to the syllogism "investment
follows cargo”™ then the UNCTAD Code that allocates trade vis
a vis a cargo preference scheme is of particular concern to
the U.S. flag fleet. The U.S. has not signed the Code while
major trading partners have just started functioning within
its guidelines. There are sure to be significant shifts in
vogld flag fleets, not only in number but in the types of
ships that are suitable to support cargo sharing between
specific trading partners. As shipping conferences adjust
their route structures and tariffs, the U.S. may have to
relax its “"free trade® posture.

The domestic transportation scene was included as
significant because recent deregulation of the trucking and
railroad industries has impacted their competetive position
with respect to certain oceanborne cargo. Land transporta-
tion options that were not cost effective several years ago
are now being reconsidered. Possible impacts on the CS
schedule are closely related to this rapidly changing

environment.
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Changes in strategic planning with the associated
changes in total sealift requirements, surge versus sustain-
ability capabilities, and the role of prepositioned war
supplies, have dramatically altered concepts of sealift
readiness. The justification of the CS as a segment of the
MSC breakbulk sealift capability must be affected by these
shifting scenarios. Because shipping assets should not be
considered apart from their attendant manpower requirements
and port throughput capabilities, these segments of the
shipping base were included in the discussion of mobiliza-
tion impacts on sealift readiness.

Chapter 1V also included a discussion of breakbulk cargo
@ handling capabilities in a wartime scenario by referencing
the Logistics~Over-the-Shore (LOTS) test and evaluations in -
1976. The five LOTS tests and the still ongoing JLOTS 1I
tests addressed the problem of how to load and discharge
outsized and containerized cargo in an enviromment where no
port facilities were available and stressed the importance
military planners were placing on the use of containerized
military cargo. One of the primary outcomes of these series
of tests was the decision to procure eleven crane ships
(TACSs - six for the Navy and five for the Army) that would
travel with a container or breakbulk ship to offload its
cargo more flexibly and efficiently than making the ships

self-sustaining with their own cranes or derricks.
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The purpose of Chapter V was to pull together much of
the general material in the previous chapters and relate it
to MSC dry cargo shipping in general and specifically to the
CS wherever possible. The actual cargo carried was
discussed along with special issues such as the CS as a
special 1ift resource and a provider of not otherwise
available service.

Because breakbulk shipping has unique cargo handling
requirements, the impact of military shipping on military
ports, was discussed. The justification for the
underutilization of military port capacity is comparable to
the historical underutilization of shipping assets; to
maintain a surge capability. Consequently, there exists a
need for constant dialogue between MSC and MTMC to ensure
that the decisions of one have a minimum adverse impact on

the other.

The MSC oversight of the controlled dry cargo fleet was
briefly discussed to explain the administrative environment
and, specifically, the terms under which the chartered ships
come within MSC control. Ongoing operational initiatives to
improve CS efficiency were mentioned to better understand
the current cargo 1lift options available to CS managers. A
final section on MSC initiatives to expand total dry cargo
shipping capacity was included to see what the future may
bring.
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C. CONCLUSIONS

Because the purpose of this thesis was to put the
Combined Service scheduled breakbulk shipping operation into
context, or in other words, integrate its oﬁerations into
the rest of the shipping industry, it is difficult to point
to specific conclusions. Instead, the conclusions will be
comments on several trends noted during the research. These
trends will then be related to their potential impact on the
| Combined Service. The trends fall into five general
% categories:

a. the shifting of assets for surge capability:
b. the justification of controlled fleet ships and

route structures based on projected cargo
requirements (utilization);

¢. changes in mobilization cargo handling technology;
d. the shifting domestic transportation scene; and
e, the agressive international shipping politics arena.
The first refers to the recent emphasis on the preposi-
tioning of military support equipment at sea. The NTPF will
be succeeded by the Maritime Prepositioning Ships (MPS)
, Program which will require conversion or construction of
f thirteen T-AKX ships. These dry cargo ships will be
| stationed in strategic spots around the world. 1In addition,
the MSC Past Sealift Program, consisting of the eight
g converted SL-78, will be stationed in the U.S., manned by
| civilians, and initially dedi(ated to lifting Army
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R divisions. They can be on station almost anywhere in two
weeks or less [Ref. 56:4]. Coupled with the recent decision
to discontinue putting nucleus ships into Reduced Operating
Status when no cargo is anticipated and the concurrent
support for upgrading the Ready Reserve Force, the trend
appears to be away from using the time charter assets as a
surge capability.

This leads directly into the second trend and that is
toward justification of both route structures and number of
MSC breakbulk ships solely on projected peacetime cargo lift
requirements submitted annually by the shipper services.
The Combined Service has been justified on the basis mission
accomplishment, not cost. Consequently, utilization has
become the primary criterion for monitoring effectiveness.
The documented fact of low utilization on several segments
of the route has been of continuing concern to the CS
management and will probably result in the dropping of
certain port calls from the reqular itinerary. By doing so,
there may be the neéd to slightly redefine the CS mission or
confront the risk that the entire operation will become more
and more justified on cost alone. This could ultimately
destroy the concept of a scheduled service altogether.
The fact that containerization of military cargo is here
to stay cannot be discounted and this rapid change in
technology is included as ; third trend. 1It is totally
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unrealistic for the almost entirely containerized peacetime

transport of dry cargo to shift to the breakbulk mode for

sea transport in a mobilization scenario. The studies

beginning with the LOTS series in 1975 and continuing into

the JLOTS II series still ongoing have helped definitize the

problem of discharging containers and establishing the :
associated infrastructure necessary for efficient utiliza-

tion of containerized military equipment. Certainly, all

the problems have not been solved but the trend appears

towards accommodating the changing cargo carrying tech- :

nologies by developing new concepts in military cargo

handling. BHowever, as military cargo becomes more "contain-

erizable,” the need for breakbulk ships may decrease but

will never disappear. It is estimated that 10 to 15 percent

of military dry cargo will never be container suitable. New

requirements may also develop for breakbulk ships as they

assist in carrying outsized equipment necessary to establish .

container discharge facilities in undeveloped areas.
Another trend impacting breakbulk shipping from a more N

routine business perspective is the changing domestic trans-

portation scene. The growth of intermodalism in the rail-

road and trucking industry, particularly the growth in

domestic containerization, can only mean increased competi-

tion for traditionally breakbulk cargo in the intercoastal

and intracoastal trade. The growing sophistication of
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minibridge, microbridge, and landbridge operations with
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their convenient single tariff structures will also continue
cutting into the oceanborne shipping market. As these

markets are encroached upon and breakbulk markets decrease

in the U.S. oceanborne trades, the number of U.S. flag

breakbulk ships will probably decrease even more rapidly.
This could soon endanger the pool of ships available for ;
charter hire. i

The final trend relates to the understanding that the

United States functions in a world economy and political
enviromment. These factors have substantial impacts on
perceptions of oceanborne shipping as either a national
economic and political asset or as a purely commercial
enterprise.

Where other countries have made it clear that their
merchant fleets are part of an overall national policy, the
United States remains dominated by special interest groups
who directly or indirectly interfere with the development of
a strong national oceanborne shipping policy. All the
while, our cargoes are being carried increasingly by foreign
flag vessels including those of state-owned fleets of
potential adversaries. The very ships which would be
employed as a naval auxiliary of an enemy in time of war are
financed by our peacetime cargoes, and allowed to drive our

U.S. flag ships, and the ships of our allies, out of our




------------------

U.S. trades [Ref. 57:17]. There currently appears to be
some serious review of U.S. traditional free trade concepts
that, after consultation with our allies, may result in some
fundamental changes in maritime policy. The long-range
objective is to ensure the availability of cargoes for U.S.
flag carriers, and for the flag carriers of our allies, in
our trades, in order that the trades remain “free."

The implied threat associated with the implementation of
the UNCTAD Code is pushing the U.S. toward the establishment
of bilateral trade agreements, The realization that the
rest of the world is not particularly concerned about free
trade has been difficult for the U.S. to deal with. But
unless decision makers are willing to face the reality that
the U.S. can no longer set world policy but instead must
adapt to it, this country could lose what little merchant
fleet it has left.

These are the five most significant trends that,.by
constantly influencing the external enviromment of the
Combined Service, indirectly impact the performance of its
current and future missions. Decision makers within the MSC
organization must be cognizant of these trends and be aware
of their potential impacts in order to continue to make
intelligent decisions concerning breakbulk requirements in

general and the Combined Service in particular,
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APPENDIX B

TIME CHARTER PARTY FOR MSC DRY CARGO
[From COMSCINST 3120.17 dated 24 January 1983]

DEPARTMENT OF THE NAVY
MILITARY SEALIFT COMMAND
WASHINGTON, J.C. 20390

CONTRACT NO.

TIME CHARTER PARTY
MSC ORY CARGO

CONTRACTCR AND AOORESS:

CONTRACT FOR: TIME CMARTER OF VESSEL FOR SPECIFIED TIME

This contract is entared into as a result of negotiation pursuant to the
authority of Title~10 U.S. Code 2304(2)(10); and any necessary determinations and
findings, or other supporting statement of justification, prescribed by that Act
or by the Defense Acquisition Regulation have been mads.

The supplies and services to be obtained by this {nstrument are chargeadle
to the following allotments, the available balances of which are sufficient to
cover the cost of the same:

AGENCY : MILITARY SEALIFT COMMAND

APPROPRIATION AND SUBHEAD: 17X4912.3302

SUREAU CONTROL NO: 7.

AUTHORIZATION ACCOUNTING ACTIVITY: 62387

TYPE: : i3

COST CODE: 5202
THIS CHARTZR PARTY, entered into this day of
19 , at Washingzon, D.C. by and beTween 'He UNITED SiAa s OF AMENIL: (rereinatter
sometimes called the “Charterer” and sometimes called the “Government”) repre-
sentsd by the Contracting Officer executing this document, and ,

4 corporation organized and existing under the laws of the Stats of
{hereinafter sometimes called the “Owner” and sametimes called the "Contractor').

WITNESSETH THAT

The Owner agrees to let and the Charterer agrees to hire the United
States flag SS/MV , on the following terms and conditions.

ARTICLE 1. DESCRIPTION OF VESSEL.
The Owner warrants that the vessel has the followinrg characteristics:
(a) Classed: MARAD SS DESIGN TY"E

(b) cCall Stgn:_ - official Me.
{c) Year Buflt:’
LOA:
Seam:
(d) Engines: Of Normal, Srake,

Shafs, or Inaicated H.7., as certified by classification society.
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WX :
Wl .- (e) Soeed/Fue) Cansumdtion:
L (1) Warranted Speed: Cacetle of maintaining under normal canditions
an average speec Of a4DOUT ____ knots in moderate weather wnen fully lacen, on
XX an average consumotion of ___ ~  barreis standard cdiesel or similar grace/
3 stancara grace “C" or eQuivaient oil fuel per 24 nours.
ES (2) Warranted Fuel Consumption: (when fully iaden in mocerate weather)
: Knots 8dbls. per aile Bbls. oer day Oper2ting Rance
15 — ———
A 16 E— —— R —
17 :
18 - — —
19 ————— ———— ¢ e ——
20 R S *‘
a1
22 L] E— R EE———
23 R AR e )

(#) Net Registered Tonnage: .

(g) Deacweignt: Dezaweight capacitly of vessel axcludina bunkers, water and

stores: tons (2240 1bs) ceacweigh= cadacity or vessel including
bunkers, water anc stores: tens (of 2240 1bs) on assigned swwmer
. mean draf: of feet inches in salt water corresponding to a load
' line summer freedoarc of feet incnes under present inter-

national load line regulaTicns. he vessa! s 1oad line is marked and so placed
2s t0 acwit of ner being safely loaded to <uch drafs.

(h) Bala Cubic Capacity:

Clean/availadble gen'l. cargo soaces:
Number Total nale capacizy cubfc ft.

A

Clean/available reefer sdacas:
Number Total bale capacity cubic f+.
Total candined bale capacity cudbic ¢,

Nuzber of tanks: Total deep tank cagacity cubic #¢.

"R
-

(i) Amount and location of parmanent ballast carried:

(i) Permanent bunker capacity, of about barrels.

(k) Number of hatches and size of hatch openings; and number and location
of 'tween decks:

| Feg

oA

4y ¢

';:4 (1) Number/location of winches, derricks, baoms, and cranes with casacity
of each:

:':

2% (m) Navigational Equipment:

, The Vessel is squioped uocn commencement of the charter with the
£y following navigational equioment and such ecuioment will be maintained in
. prover order at all times during the pericd of this charter.

- (

o e 1) Radar
& "“-'t” (2; L;dr:n
% (3) Radto direczion finder
| (3) Gyro comoasc
: (3) Ausamatic Steering Devise
‘ <19
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(n) Communications Capability:

. The Vessel is or will upon delivery be equipped with the minimum
communications capapility as set forth in Annex A.

ARTICLE 2. PLACE AKD OATE OF DELIVERY AND REDELIVERY, ETC.
. (a) Place of Delivery:

(b) Dats of Oelivery:

(c) Cancallation ODate:
(d) Place of Redelivery:

[
(f) Fuel on board at time of delivery, as required by .

ARTICLE 3. SUBGHARTER.

Charterer may, without the prior written consent of the Owner, subcharter,
or agree to subcharter, the Vessal-under any form of charter to 2 party who is
and will remain during the subcharter period a citizen 0f the United States
within .the meaning of Section 2 of the Shipping Act, 1316, and gqualified to
engage in the United States coastwise trade within the neaning of said Section
2. If Charterer shall enter into any such charter, Charterer shall nevertheless
remain Viable for the due performance of this Charter. Any such subcnarter
shall include a provision that it is subject to the provisions of this Charter.

ARTICLE 4. OELIVERY OF THE VESSEL.

(a) The Vessel shall be delivered to the Chartsrer at the Dlace stated in
paragraoph (a) of Article 2 on or between the dates stated in paragri.ns (b) and
(e) of Article 2. The Vesse! shall tender with all neavy 1{¢: sauipment rigged
and in cperating condition. The heavy 1ift equicment shall be cradled uynless
otherwise required 4y the Charterer. The Owner snall absord ail expemses relating
to the rizsing and securing of aii gear.

(b) The vessel shall be placed at the disoosal of the Charterer at the
aforesaid port of delivery in such dock or at such wharf or place (wnere she may
safely proceed to, lie at and depar: from, always afloat, at all times of tide,
except at such places where it is customary for similar size vesseis to lie
safely aground) as the Charterer may direct. Vessel on delivery shall be, insofar
as due diligence may make her $0, seaworthy, tight, staunch, strong, properly
manned and in every way suitable and adecuately fitted for, with all cargo gear
aporoved by regulatory bodies, and in all respecis resady to receive and transport
lawful cargo; provided, that the Owner s not required to have the Vessel fitted
with extra fittings or special gear required for a special trade or unusual cargo,
unless Owner herein specifically assumes such obligation, but the Charterer shall
have the use of any extra fittings or special gear aboard. (See Article 33(a))
The Owner upon tendering warrants that the vessel meets all current safety and
health riyulations of the approprista requlatory authorities.

(c) vessel will be equipped with a full set ¢f cargo dpatisans and clios at
Owner's time and expense. .

(d) Upon delivery the Charterer nay require a joint on-hire survey of the
Vessel.

(e) wWhen the Vessel has arrived at the nort cf delivery in accordance with
paragraph (a) of this Artizle and is in the berth cesignated by Charterer, and
in the condition described in paragrach (b) of this Article, the Owner shall
tender a notice of readiness by letter or telegram to the Contracting Officer or
his reoresentative at the port of delivery on a working day (Saturdays, Sundays,
and holidays shall not be considered as working days). [f proper notice of readiness
is received Dy the Contracting Officer or his representative between 0800 and
1200, acceptance will be made within & hours after receiot of such notice. 1§4
proper notice of readiness {; received between 1201 and 1700, the Charterer shall
not be recuired to accept the Vessel until 0800 of the next working day. 1f,
however, the Contracting Officer elects to receive the notice on Saturday, Sunday,
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cr a noliaay, or after 1700 cn a ugrking cay, the Vessal snall e aczeated Sefore
ncon of the next working day, uniegs the Contraczing Office™ or his reoresentztive
2t the por:s shall elect tO accest earlisr celivery. [f the Yessel has arsived at
the port of delivery in accorcance witn paragraon (a) of this Article, and is in
the condition described in paragripn (b of this Article, and is not in the
cesignatad derth dDecause such ber'.n is a0t available, aotice of readiness may be
tendered in accordance with this 1aragraon in the same manner as if the Vesse!
were in the designatec berth, and acceptance snall be made in accordance with the
provisions of tnis paragrapn.

(#) If the Vesse! should ar-ive at the place of delivery stated in paragraon
(a) of Article 2, prior to the first date stated in paragrach (b) of Article 2,
and is in the condition cescrided in paragraon (b) of this Article, the Contracting
Officer or his representative may. at nis eleclion, receive the notice of readiness
and may theraftar accapt delivery of the Yesse! at any time orior to the first
data stated in paragrash (b) of Articie 2. However, if the rotice of readiness
{s received prior to tne first date stated in paragraon (5) of Artvicle 2, as
hereinbefore described in this pac-agrach, and the Contracting O0ffice=, or hisg
recresentative does not elect t0 i1ccept delivery of the Vessel prior to the first
date stated in paragragh (b) of Articie 2. %he Vessel will be accasted defore
noon of the Tirst date stated in parsgrapn (D) of Arvicle 2, without further
tencer of notice Of readiness provided tne Vessel is at such time in the congition
described in paragragn (b) of this Arcicle.

{g) Should the written notics of readiness not de tendered in accorsance
with tne provisions of this Article prior t2 1600 of the date stated in paragragh
(2) of Article 2, Charterer shall have the drivilege of cancalling this Charter
at any time not later than the day of tne Vessel's tender of reaciness. In the
event the Charcerer does not exercise its orivilege to cancel as Orovided by this
saragraph and subsequent to the cancellazion date the Charterer accepts delivery
of the Vessal, such aczgotance shall not be desmed t0 de 3 waiver of any rights
the Chartarer may have for damages sufferec 2s a result of the Vessel not being
deiiversd to the Chartsrer by tha latest data specifisd in Articie 2(c). .

ARITLCE §. PERIOD GF THE CHARTER,

~ (a) This Charzer shall de for a seriod of from about months/
years 9 about months /vears from cne time of delivery ot the VYessel or
t0 the termination aT the vOyage then current, Chartarer's opticn.

(b) Options: Optional periods unless otherwise agreed shall be in direct
continuation.

ARTICLE 6. [NSURANCE AND INDEMNITY,

(a) Ouring the period commensing with the acceptance and terminating with
the redelivery of the Vessel, the Owner shall secure the customary full form
marine insurance coverige cn this vessal inciuding Aull & Machinery, P & I, War
Risk Hull and Machinery including P & [, and Second Seaman‘'s War Risk Palicy.
Except as provided in paragraphs (5) and (c) delow, the expense for sugn in-
surance coverace shall be for the Owner's accocunt and shall bDe deemed 3 de
included in the charzer hire paid uncer this Contract.

(5) Trading limits of this Vesse) shall be worldwide, but Charigrer agrees
t0 notify the Cwner as soor 4s Jracticaoie, ff the Vessai is sent tevong the
timits of American inssizyze Trace Warrantias anc 2 reimburse the Cwner for the
ac=ual exsre 298t of marine insurince car-ied by the Dwner 3 the date ¥ this
Chartar Parzy that is accasioned Sy the Vessel's trading beyond such limits.

{c) 4ish respect to the oeriod cammencing with She acseptance and terminating
witn the redelivery of cthe “eisal, tne Crarterer shall reimourse tne Owner for
any increase accually incurred in oremiums or charges over those pavable 1s of
sne aate ¢f th's Charzar Party for the cast ¢f the following insurance coverages
wnica are required by Article §(a):

(1) war risk insurance on hull and machinery dased upon the aggreqgate
valuation of the Vesse! stated in the marine risk {asurance policy, policies or
binders carried by the Owner on the date of this Charter Party, or 1 no marine
insurance was carried on that date such valuation as shall be agresd upon by the
Owner and the Contracting Officer.
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(2) Mar risk insurance on the lives of or for injuries to officers and

RENE .
P crew and 10ss or damage to their oersonal effects, including sextants of deck
. LT officers, in the form of Second Seaman's wWar Risk Policy.

(3). War risk insurance on leased equioment on board for which the
Owner is responsible, on slop chests, on the actual value of the Vessel's unused
¢ consumable stores, bdunker fuel and on cash carried on board not in excess of
$5,000 uniass otherwise agreed.

'R A’ ."a . a2 A A ANERLr_
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(4) War risk protection and indesmity insurance for the benefit of the
Owner and Charterer as their interests may appear, including Owrer’'s liadilities
to officers and crew until repatriated, in an amount not in excess of 50 percent
sore than the aggregate valuation of the Vessel stated ir the marine risk insurance
golicy. policies or binders carried by the Owner on the date of this Charter -
arty. -
!

{d) The Owner shall not be reimbursed by the Chartarer for excess premiums
paid by the Owner for obtaining a waiver of the 48-hour termination provision of
war risk insurance and the granting of an extension in lieu thereof in the event
of the ocutbreak of war.
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(e) Motwithszanding Article £(a) above, the Owner may elect 20 be a self-
insurer, in whole or in part (including deductible provisions in any insurance
policy actually carried) and the charter hire paid under this Charter snall be
deemed to include a sum equivalent t0 a fair commercial cramium for the insurance
coverage required by Article 6(a).

LR P

(f) In the event all or any par: of the insurance required by Article 6(a)
which has been placed by the Owner, shall become vitiated, suspended, lacsed, or
terminated from any cause arising out of or as a result of orders, acts or omissions
of the Charterer or any persons acting for the Charterer, the Charterer shall
indemnify the Owner against any loss, damage or expense suffered or sustained by
< it as a result of such vitiation, suspension, lapse, or termination: provided,
@ however, that the Owner shall credit the Chartgrer with any savings in respect of

e on AP PR
[}

such premiums from the time of such vitiation, suspension, lapse, or termination.
The value af the Vessal shail be detarmined as set forth in Arzicle §(c)(1).

(g) The Charterer shall indemni®y and hold harmless the Owner, the Master
anc the Vessel from. the losses, expenses and liapilities proximately caused by
compliance with any orders or directions of the Charterer, {ts agents, representatives
or employees except those properiy charqeable to the Owner under other provisions
of this Contract or which are recoverabie under any insurance carried by the
Owner or would have been recoverable under insurance required by Article 6(a) {f
the Owner had not elected o be a self-insurer in whole or part. The Owner
shall, as far as may be practicable, keep the Char<srer, through the Contracting
0fficer, currently informed in writing as to any oral orders (involving substantial
, delays, expense or risk to the Vessel or her cargo) which have not been promptly
: confirmed in writing by the person giving such orders. The Charterer's total
oy 1iability shall not exceed 150 percent of the fair market value of the Vessel at
. the time of the loss less whataver amounts are recovered from the underwriters or

other parties. The fair market value shall be determined by the Contracting
O0fficer, but {f the Owner does not agree with the amount determined by the
Contracting Officer to be the fair market value, such disagreement shall be
desmed 20 be a2 dispute as to a question of fact within the meaning of the Ciause
entitled "Disputes”.

PR

L3

(h) In the event all or any sart of the war risk insurance described herein,
expires whether by reason of the automatic termination clause of the oglicies or
otherwise, and the Owner is unable to obtain camoarable coverage either from the
Government or commercial underwriters; the Charterer agrees to indemnify the
Owner against any loss, damage or exoense incurred by the Owner or the Vessel
h which, but for the expiration of such insurance, would have been coversd thereby;
provided, however, that the Owner shall credit tne Charterer with any savings in
respect of such preimums from the time of such expiration.

S

s L

(1) In the event of loss or damage to the Vessel caused by fce which would . -
be recavered under the terms of a full form marine hull insurance policy, but
which s excluded from such policy by the provisions of the American I[nstitute

n‘-‘ LY B
-‘; Trade Yarranties, such loss or damage shall be made good by the Charterer but -

" only to the extent not covered by insurance.
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by ,;) (§) Exceo: as otherwise specifically previded in cnis Char=ar Party the
L Chartarer snall not be liadble for any loss, damage, exoense, c3s: or liability
whatsoever and nowsosver incurred py the Owner or vessel wnicn is recoverable
under any insurancs carried Dy the Owner Or would nave been recoverapie under
insurance required by Article 6(a) i# the Owner had not elected 0 be a salf-

insurer in whole cr in part. .

ARTICLE 7. CARGO.

{a) The Vessal shall be used in transporting any lawful cargo excluding the
carriage of livestock, but Charterer shall have the privilege of shisoing 2 small
number of livestock on deck at Charterer’s risk. All necessary fittings and
other requirements for the carrtage of livestock on geck shall be for Char<erer's

accouns.,

(b) Cargo may includa gasalire and diesel engine vericles 211 areicaded
with cargs and with batteries connected and fuel tanks 3/4 filled.

>
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(¢} The Char=erer (excapt as to matisrs affecting only the statility and
seaworthiness ¢f the Yessel) shall be exclusively responsible for preper loading,
towage, and discnarge of gonds of an inflasmable, exciasive or danagerous
nature, and snall comoly with all aopiicable regulations and furnisa any necessary

y fittings.
A .
(¢) The Char<erer will cbtain all necessary Coast Guard waivers and permits.

&

s
a'r

. ARTICLE 8. LOADING AND OISCHARGING.

(a) The cargo or cargoes shall be laden and discharsed at any dock or any
whar?, place or open roadstsac that Charterer may direct, provided the Vessel can
% - lie 2lways safely afloat at any time of tide except at such Dlaces wnere it is
’ y customary for similar size vessels 3 lie safely aground. [f the Charterer

direcss the Vessal 0 any bersh whicn the Chartere™ xncws or should know is
“on . unsafe and the Vessal is damaged 2s : direct result thereof ang through no fault
by of the Owner, Mastar, Crew or 3ilot or error of navigation, the repairs snall be
for the charterer's account.

() The Charzsrer shall pay 211 exoensas directly cotnnected with the
loading and discharging of the cargo including. steveaoring, wharfage, clerking

o

and tallying, wincrnmen, heavy 1i#tg, dumping, stowing, securing anc trimming, and
N removal of stroagbacks with snore equisment where the use of shore ecuipment is
[ n0t necessitated Dy a structural or mecnanical defect in tne Vessel unless that
% deface is caused by tne fault or negligence of the Charterer. Uniess otherwise
35 provided nerein the Charterer shall provide necessary cunnage and snifting bdoares,
-éﬁ 2150 any extra fitsings or materials requisite for a soecial trace or unusual
4 cargoes, but the Qwner shall allcw the Chartarer the use ¢f any cunnage, shifling
— boards and otner fitzings or matarials already on Scard the Vessel. The Chartarer

shall have tne privilege of using shifting boards for dunnage, but if the Vessal's
shifting boards are used as cunnage, the Charterer shall make ?ood any aamage 0
or shorzage of such shifting boards on redelivery of the Yessel. [’ the Charierer
tlects or is requested by the Owner to remove cunnage ard fittings dlace¢ on

doard by tne Chartarer, the cost of removal and discnarge shall de borne by the

Charcerer.

. {¢) The Char<erer shal) have the use of the Vessal's winches and other
sorepriace sear actually on toare, and tne Jwner shall orovide suvricient power
+5 operate all the Vessel's wincnes simultanecusly. The Vessal snal! work naignt
and day, {f required by the Charterer.

i (4) ary damage %0 the Vesse! or its equioment which octurs curing loading

%% or discharging ooerations causad by the negligence or failure of the equicment of

I tne Charterer, its agents, emoloyees or contractors in performming the Charterer's
cuties of loacing and discharging the Vessel, or in precaration for such loaging

" AL or discnrarging, shall de repaired at the Chartarer’'s expense and the Cwner

N VN agrees %o assign to the Charterer any rights, causes cf sction, or other clafms

* - which the Owner may nave against third persons, excest Qwner's uncarwriters, wilh

m% respect 0 such camages.

"
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(e) The Charterer shall not be liable for the repair of any damage under
Article 8(a) or (d) or any other provisions of this Charter unless written
notice specifying such damage, and, if obtainabie, the name of tne party or
parties causing such damage, shall have been given tg the Chartgrer or its
authorized representative within a reasonable time (reasonable time for purposes
of this paragragh shall be deemed to be within 24 nours (i) after the alleged
damage occurs or (ii) is discovered, or (iii) could have been discovered by tne
exercise of due diligenca by the Owner, Mastar, Officers or crew of the Vessel).

(f) Lighterage, if any, will be at the risk and expense of the Charterer.

(9) Cargo shall be loaded, stowed, trimmed, secured and discharged by the
Chartersr undsr the Master's supervision and the Master shall be responsible for
such activity as 1t pertains to the seaworthiness of the Vessel. The Charterer
shall not be liable for any losses caused by shifting cargo unless resuiting from
a latant defect in the cargo. <!

(n) In no case shall the cargo exceed what the Vesse! can reasonadly stow
and carry, in the judgment of the Master, over and above the space and burzhen
necessary for Vessel's officers and crew, her cabin, tackle, apparel, fumiture,
provisions, fresh water, stores, necessary ballast and fuel. The amount of the
deck cargo shall be at the discretion of the Master and the loading, carriige and
gischarge thereof shall be at the risk of the Charterer. Any material required
for securing ceck cargo is to be furnisned by the Charterer and for its account,
but Chartarer may have the use of any deck lashings aboard the Vessel.

(f) If by reascn of the Owner's failure to use due diligence as orovided in
Article 21(a) to keep the Vessel in a thoroughly efficent state of hull, machinery,
equipment, personnel, and other particulars relating to the seaworthiness of the
Vessal, the Charterer incurs cost of stavedoring detention or stancby time in
conngction with the ldading or discharging of cargo, such costs shall be for the
account of the Owner; provided, however, the Owner shall not be liable for such
costs unless the period of detention or standby exceeds 20 minutes. The Charterer,
within 24 hours after the period of detention or standby commences, shall give
tne Owner or its reoresentative written notice of tne detanticn or standby time.

(§) The Charzerer shall nrot be held responsibie for lcssas sustained by the
Owner or the ship through the negligence of pilots, or tugboats or any other
error of navigation curing docking or undocking.

ARTICLE 9. CLEANING.

(a) Uoon delivery in accordance with Article 4, all hoids. and those deep
tanks specified in Article 1(g) shall be cleaned and ready 0 receive lawful

cargo.

(b) Any cleaning of the Vessel's holds or deep tanks during the period of
the Charter shall be for the account of the party ordering the last previous use
of such holds or deep tanks during the period of this Charter; provided, nowever,
that where the ballast is carried in cargo deedo tanks after use by the Charterer
for fuel, such ballasting shall not be deemec the last use of such aeep tanks for
the purposes of this subsection.

(c) Uoon redelivery of the Vessel in aczordance wizn Artfcle 30, the holds
of the Yesse! and those ceep tanks the last use of wnich was mace by the Chartarer,
shali Je sweot ciean wish refuse removed, unless during the period of this Charter
the Yessal nas carriec in these $DACRS Cargo with respect O wnich custom requires
more complete cleaning, in which case the Charterer shall give such spaces the

required cleaning.
MTICLE 10. OVERTIME, PENALTY TIME AND OTHER ADDITIONAL EMOLUMENTS.

A1l overtime, penalty time, and other addizional emoluments payible to the
Vesse!'s crew for any reason whatsoever including those arising from compliance
with any orcers or directions of the Charterer, its agents, representatives, or
-olt(»y’n shall be for the Owner's account except is proviged in Article 14(b)
and {4).
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ARTICLE 171, ALTSRATIONS.

The Charterer shall be at liberty td 1nstall any equiocmens or defensive
armament (including asmagnetization by installed ecuioment cr other oracess,
€.g., cegaussing, widing or ceperming), t5 make alterzzions and acdisions
incidental to the servica in which the Vessel is to be used, and ¢ install any
additional gear or equipment for loading, carrying or discharging cargo beyond
that on board at the baginning of this Charcer. Such work shall be done at the
Charterer's expense and cn its time, and shall not be such as td affect =he
seaworthiness of the Vessel or the safety of the Crew, Or &s to be in contra-
vention of any applicadble law of the United Statas or regulation made pursuant
thereto. Such equipment, armament, matarials, and gear so fitoed 2re 20 De the
Governrent's property; and the Charterer shall remove the sare together with any
such alterations and additions at it3 expense Sefore redelivery, and shall restore
the Vessel to her condition prior to such changes (ordinary wear ana itaar exceoted).

ARTICLE 12. SCONOMIC PRICZ ADJUSTMENT.

{a) The Contractor warrants that the charter hire rate does not include any
contingency allowanca $0 cover the pessibility of increased cost of serformance
resulting from increases in (1) Zhe manning scaie anc ratings canstituting the
Vessel's compienent as set forsh in Schedule A, dy refersnce incoraoratad rerein,
or (2) to total wages Jayanle to the Yessel's comolement 23 sez farsh in S~wecule
A; or (3) the cost of sunsistence as set for2h in Scheaule 3, by refersnce
incorasorated herein; or (4) the cost of tne Vessel's stores as set forth in
Scnecdule 8. The Chartarer and Contractor agree that increases or cecrsaases in
cast of performance for a1l periods tne Vessal {s on-hire small be suhject to
sconomic price adjusthent upward or cownward as set forth in (¢) Shrough (d)
oelow. [t is agreed that economic price aqjustnent shall not become effective

.unttl and that the base cats for calculation of economic price
adjusShent snail de ., the Contractor paying for any increases in -
jtems .overed by econcmc price adjustnent prior to no matter

when such increases are actually incurred as a debt or paic. JCnecules A and 8
referred 3 apove shall de submicted by the Consractor snowing cCosss on

(b) For the purdosa of this clause (i) the term “total wages" includes but
is not limited to basic wages, Dension ana welfare costs, vacation pay, and any
sther fringe benefi<s or otner payments paid as a result of coilective barzairing
tgresments and overzime it the agreed ercentage of cf base wages
vice actua: overtime for each departhent o the VesSe: and reiated taxes, ali as
set forth in Schedule A; provided, however, tnat if a revision of any such agreement
makes an acjustment in overtime hours as a result of a change of the work week or
in fringe Senefits and by reason thersof, the Contracicr pays total wages in
excess of or less than thase set forsh in Schecule A, "total wages” shall include
211 overtime actually incurred solely by reason of such acjustient and further
provided trat nothing nerein shall obligate tne Government to pay 2ny increase in
actual overtime unless such incredse is a result of a change in collective
pargaining agreements as herein provided; (i) the term "sioras” means the stiores
of tre Deck, Engine, or Steward's Cedarzment of the Vessal; ({if) the term
‘supsistenca” means the provisions used in subsisting the crew menSers.

le) In the event that after the orice for scores
and subsistance srall Se in excess CT or iess tnan tne orices shown in Scnedule
3, %= the oeriod commencing upon tne effective case, payment will be macde by the
Charzarer or cregiss By che (ontracsar for agiusTnents uoward Or cownward during
tnat seriod, in accorgance with the procecures set f3reh in Schedule 8.

14} In the event that after ., the Contracsor, as a
resuls of calleczive darjaining agresments, sna:: 0e recuires 0 J2y tota! wages
ts <he Vessel's ccmolement in excess or less tnan tnose shown in Scheduie A for
she 2eriod cawmencing uoen the effective cate, Heyment will be mace by the
Char=are ar credits Sy the Contractor for adjusthents upward or Jcwhward during
2hat period, not less frequently than every tnree menths.

{e) At twelve montn tntervals from the effective cate of ecincmic price
sdjustment °he Charterer ind Contractor may agree ¢n & fumo sum idjusthent €0
inclyde any Jayments or credits known 20 De due 3t that Jate unger thts Article
2

‘.
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(f) Failyre of the parties to agree udon an adjustmen= as orovided in this
clause shall bDa deemed tO be a disoute as td 3 guestion 0f fact within the
meaning of the clause entitied “Disputes.”

ARTICLE 13. CARGO RECEIPT.

(a) The Charterer shall prepars a manifest which shall list the cargo
loaded on the Vessel. The Master shall sign this manifest in acknowledgement of
the receipt of cargo said to have been loaded by the Chartersr without responsibility
es to quantities, mixture, sark, numoer of dackages, weights, etc., or the apparent
condition of the cargo, it being understood that it is the Chartarer's responsibility
to tally the cargo and o check the conditicn thereof upon lcading and discharging.

(b) Any receipt signed by or on beralf of the Master or Agent shall be
without prejudice to the terms, and conditions and exceptions of this Charter and
subject to all of them. The Chartersr hersby agrees to incemnify and noid narmiess
the Owner, the Master, and thz Yesse! of and from 2all consequences or liabilities
that say arise from any irregularity in the paoers supnlied by the Charterer or
its agents, or from any inconsistancy of such papers, including bills of lading,
with this Charter. :

(¢) In the case of any loss or damage %0 or in connection with goods
exceading in actuai value S500 lawful money of the United Statas, per package, or
in the case of goods not shipped in pacxages, per measursmen® ton, the value of
the goods shall be deemed to de $500 per package or per measursment ton, and the
Owner's liability, if any, shall be detarmned on the sasis of the value of S500
per package or per measurement ton, unless the nature of the goods and a valuation
higher than S500 shall have been declared in writing by the Charterer upon loading
and in such case, 1f the actual value of the goods per sackage or per measurement
ton shall axcead such declared value. the value snall nevertheless be deemed %0
be the declared valus. ’ .

(d) The terms of the Contract shall apoly to any shioment mace by the
Government whether or not bills of lading are issued.

TCLE 14. CHARTER HIRE.

(a) Excant as otherwise provided herein, the Chartersr shall pay for the
use and hire of the Yessel at the rate stated in paragraon {e) of Article 2, per
24-nour day or pro rata part thereo’ from ine time of ner delivery and accaptance
by the Charterer in accordance with Articie 4 to the time of her redelivery in
accordance with Article 30. However, hire snall csase at nocn of the cay the .
Vessel is lost or becames a constructive total loss. [a the event of damage, the
Vesse’ shall be a constructive total loss under this Charter wnen the expense of
recoverirg and repairinrg the Vessa! srhall exceed 1S resaired value regardiess of
the insured value of the Vessel. The determination as to wnether or not the
Vessel is a constructive total loss shall be made by the Cfontracting Officer as
soon as practicable upon receipt of notification that tne Vessel has suffered
substantial damage. If the Vesse! is missing hire shail cease at noon of the
Yast day the Yessel was heard from. Charter hire under this suboaragraph shall
be based on elapsed time measured Dy Gresnwich MEAN time.

{d) [, because of the car~iage of “penalty carjoes” or explosives as
defined in prevailing wage agresments, the Owner is required to say additional
wages to the crew, tne Charterer shall reimpurse the Owner ne amount of sucn
agcitional wages oroviced such adaitional wages da not exceed the amounts set out
in applicable agreements with recognizec laoor unions.

(¢) The Charterer shall reimpburse the Owner for crew return transportation
expensas, Other than those which are reimbursadle o0 the Dwner under it3 insurance
policies, where such transpor:ation expenses are incurred by the Owner during he
currency of the Charter in accoraance with eoolicadble lapor agresments unless
such repatriation was the result of the willful faylt of the Owner, Master, or
crew.

(d) The Chartarer snall reinburse the Owner for {ts actual out-of-cocket
expenses including all taxes with respect thereto for which the Owner is re-
sponsible by reason of aoplicadle collective bargaining agreements or by compliance
with ordars of any duly authorized agency of the Goverrment for (i) any war risk
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donuses, extra wages based or the areas to de traversed during, or the ports of
call of, any voyage nersunder; {(ii) any required oayments to the officers or crew
of the Vessel necessarily incurred by reason of orgers or dirgc=ion of the
Government wnicn reguire the Owner to Dreach existing Articles of the crew or
contracts with the 0fficers, proviged such Articles comply wish the instructions
of the Charterer; (it1) all wages. overtime, sudbsiszance, donus of exsra officers
and men beyond the normal compiement of the Vessel as of the date of the Charter
Party, who are empioyed, because of the special requiremenss of the Vessal's
service under this Contract, including all personne! necessary to provide for
persons carried at the request of the Charterer; (iv) al) wages and overtime oaid
to security watChmen provided in complianca with any written sscurity requirsments
of the Charterer or port authority, and all overtime or adgitional wages paid 29
the officars or crew standing watch by reason of camoliance wiTh such requirements;
(v) ail wages and bonuses payable in case of loss of :he Vessel, incTuding constructive
total loss, though the date of loss is unknown but only t2 the extent nOt covered
by insurancs.

(e) The Contraczor agrees that any insurancs payments, refunds, redatss,
credits or other amounts (inciuding any interes: thereon) acsmuing to or received
by tne Contra¢ior under this Contrsc: snall pe paig by the Contractor to the
Goverrment To the extent that they are oroverly allocable td costs., exoenses or
remdursements for wnich the Contracsor nas besn reimdurts? Sy the Govermment
unasr the termg of this Contrace.

ARTICLE 15. METHOD OF PAYMENT AND ACCOUNTING I[NFORMATION.

Payment of hire as earmed, por: charges, canal! tolls, if any, and any other
cnarges for Charterer's account as provided herein, snall be made uoon submission
of properiy cerzified invoices or voucners in accordance with applicable dilling
instructions. [nvoices or vouchers may be submittad by the Owner every fifteen
days to Military Sealift Commanc, Department of the Navy, Washington, 0.C. 20330,
Atzantion Coam: M-33.

ARTICLE 16. PORT CHARGES AND EXPENSES.

{a) Excaot as otnerwise provided herein Charterer shall pay 21! cues, taxes
and simijar oors charges imoasec oy puslic autnority including consular charges
(exceot those pertaining to the Master, Officers and crew), incurrec oy the
Vesse! in ports visited pursuant to Charterer's direction. The Charterer shall
also pay a1l expenses incurred by the Vessel in the aforesaic ports which, althougn
not fsposed in the instant case by public aythority, are usually imposed by
public authority, such as wharfage or docxage. The Charterer further agrees to
pay all expenses necassarily incurred by the Vessel entering or leaving the
aforesaid 2orts {including agent's and custom broker's fees). The Charterer
shall also pay for (i) pilotage of tne Vessel wnere such pilotage is customary,
or where the Vesse) is recuired by the Govermment t3 enter or transit 2 hazardous
or restricted ares or body of water; and (ii) pilotage or towage in connection
with the bunke™ng or bailasting of the Vessel, or in shifting the Vessel in
sccordance with the orders of the Government. Nothing herein shall be construed
as requiring the Chartersr to pay expenses incurred by the Owner of the Vessel
for servicas rendered for the convenmience of the Owner, the Vessal or its Master,
Officers or crew or in connection with the Owner's dusiness such as fees of
unoerwriters, or axpenses in moving the Vessel abou? the por: to obtain gtores or
provisions or in connection with the maintenance of the Vessei. A1l of the
charges and expensas which are incurred for Charterer's account as aforesaid will
be Daid by the Owne=, wno shall be reimpursed by the Chartersr upon presentation
of properly certified vouchers and supporting receipts.

(b) A1) fees of agents apocintad by and used by the Owner to husband the
Vessel, inclyuding the fees of agents appointed for canal transits and at bunkering
ports, shall e for tne account of the Chartersr at ports at which the Vessel
toucnes, sursuant 5 the instructions of the Charterer; orovided that such fees
shall not exceed those customarily charged commercial vessels for similar services.
The Charserer shall reimourse the Owner for postage and petty exdenses incurred
by the iwner in foreign ports, Camal Zone anc Guam, up to a maximum amount of
$20.00 der port.

[ 3]
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ARTICLE 17. FUMIGATICN.

If fumigation is ordered bdecause of cCargoes or passengers carried for
Charterer's account, or becausa of ports, wnarves or cocks visited pursuant to
Charterer’s instructions, the time so lost as a resyl® of tne fumigation ana
.ehe cosT incurred thereby sha.l be for Charterer's account. [f the fumigation
is ordered for any other reason, the time lost tnerepy and the expenses incident
thereto shall be for Owner's account.

ARTICLE 18. FUEL.

(a) Upon delivery of the Vessel the Qwner shall present to the Contracting
0fficer a statament certified by the Owner or his authoriZed agent showing the
amount and grade of fuel on board at the time of delivery with such additional
varification as the Contracting Officer may require and the Charterer snail pay
the Owner for such fuel based upon cost of fusi at the last refueling point. The
Owner shall provide additional bunkers as may de recuired by the Charterer prior
to the acceptance of the Vessel by the Charterer and the Chartsrer snall reimourse
the Owner 311 costs directly comnectad with the bunkering of the additional fuel,
inclyding but not limited to lignterage, dockage and similiar charges, and related
taxes thereto, except crew overtime, penalty time and other aaditional emoluments.

(b) The Charterer shall reimburse the Owner the cost of all fuel procured
by the Owner and loaded in the Vessel curing the period of this Charter. However,
the Owner shall not dDe reimbursed any amcunt in excess of the lowest current
market price of such fuel at the place of loading pius all reasocnabie exoenses
incurred by the Owner in loading sa'd fuel on board the Vessel. [f during any
tnree (3) month period the vesse! consumes in excess of 1053 of the fuel consumotion
rate warranted at any of the speeds listad in Article 1.2.(2), such excess will pe
for the account of the Owner. The title to all fuel for the cost of wnich the
Owner is entitled to be reimbursed +ereunder shall automatically pass to and vest
in the Charterer upon delivery %0 tve Owner or ucon the happening of any other
event by which title passes from tre vendor or supolier thereof to the Owner, in
the case of any such fuel which is purchased for the performance of this Charter.
The Charterer shall be aforced all tenefits of Owner's contracts for its fuel
requirements.

(c). The Charzerer may supoly or causa to be supplied any or all of the fuel
required by tne Vessel during tnhe perioa of tne Charter. The grade of such fuel
is o be as specified in Article 1(d). [f the Owner loads such fue’ on the
Vesse!l at his own expense, the Charterer shall reimburse the Owner's reasonable
costs of such loading. ’ :

(d) If the Vessel should go off-hire during the Deriod of this Charter, the
Owner shall present to the Contracting Officer a statement car<ified by him or his
authorized agent showing the amount of fuel on board at the time the off-nire
period commenced and the amount of fuel on boara when the off-nire period ended.
The Charztsrer shall be credited for the cost of the fuel consumed during the of<-
hire period and also reasonadle exoenses incurred in loagding such fuel, such costs
to be based upon costs at the last refueling point.

(e) Upen redelivery of the Vessel the Owner shall present to the Contracting
Officer & statement certified by the Cwner or iiis authorized agent showing the .
amount of fuel on board at tne time of redeli.ery with such additional verification
as the Contracting Officer may require and the Charterer shall be credited for
such fuel basad on the cost of fuel at the last refueling point.

(f) The term “current market price” as used in this Articie, shall mean a
price not in excess of the Contricior's own bunker contract orice, or the sunulier’'s
postad or estadblished salling price for the date of the particular loading,
whichever is less, and such taxes necessarily incurred on the fuel or lubricating
oil wrich the Contractor 1s requuired to pay.

(g) The zerm “reasonadle exoenses”, as used in this Arcicle, shall nean all
reasonable zosts, except crew overtime, Oenalty time or other adaitona! emoiuments,
which were necessarily incurved in loading fuel on board the Vessal, such as
expenses incurred at tanker terminal, loading fuel from lighters, barges, or other
craft used as lighters, including lignterage, lighter demurrage or detention
incurred, cost of shifting lignters for she convenience of the Vessel, handling
Tighter lines, and such similar expenses which the Contracting Officer snall find
were necessarily incurred in the loading of fuel on the Vessel during the period
of this Charter,
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X < ;‘ (n) Tae Char=erer agrees o reimburse the Owner for all expenses incurred
zﬂ <. 3 oy Rim under parsgragns (b} and (c) of this Article upon cersification to and
e - verification by the Lontracting Officer of the original receipted invoicas
covering such cnarges or other documents as the (antracting Officer may require.
x ARTICLE 19. OFF-HIRE.
- ~(a) In the event of loss of time from deficiency of men including but not
¢ limited to misconayct, illness, strikes and lockouts: or deficiency of stores,
breakdown of machinery or equipment; collison; stranding; fire; catention by
suthorities; average accidents to ship or cargo: repairs; ingpections or by any
other cause whatsoever not due to the fault of the Charterer; preventing the full
4 working of the Vessal, the payment of hire, overtime and escalation shall cease
5 for all the time therebdy lost until the Vessel is fully available for Charterer's
£y servica; provided, however, when the period of time lost to the Charterer on any
D one occasion is less than twenty-four (24) consecutive hours, hire shall not be
reduced for such perfod unless 1t excasds twieve (12) hours, in which case such
B period shall be countsd as one day.
(b) A1l port charges, pilotages, and other expenses incurred during any
B ©  period the Vessal is off-nire, and consaquent upon the putling into any port or
) place otner than to wich the Vessel is bound, shall be borne by the Owner.
i
b {e) 1f uoon any passage the Vesse! fails to make the soesd war—antad in
X Arzicle 1{d), or ner fuel consumption exceecs Zhat warranted in Ar<icle 1(d) due
. to a defect in or breardown of any part of her nul), machinery, or equioment,
casusity, or inefficiency of Master, 0%ficars, or crew, or their failyre to
. : procsed with utmost dispatch, the Vessel is delayed more than twelve hours; the
o ' nire for the time lost and cost of extra fuel consumed, if any, shall be borne by
the Owner. Any delay by ice or time spent in quarantine shall be for Charterer's

account, except delay in quarantine resulting from the.Master, Officers or crew
having communications with the share at an infectad port, where the Chartarer has
given the Master adequats notica of the Infection; which shall be for Owner's
account.

(8} At all U.S. ports, including territories and possessions, the Vessel
. - shall also be off-hire for all time lost because Caryc cannot de loaded oOr
giscnarged by reason of a strike, locx-out of any class of worumen essgntial to
the loading or discharging of cargc, ¢isputas between Master and men, jurisdictional
disputs between unions, or any other Cause due to labor dissension devond the
By control of tne Charterer, or if the Vessel is unable $0 enter or leave a berth
Q) due 0 a strike, or disputes between Master and men, jurisgictional disoute
between unions, Or any Other cause due 0 lador dissension beyond the control of
the Charterer.

(e) In the event of detention of the Vessel dy authorities at home or
abroad in conseguence of legal action against the Vessel or Owner wheredy the
Vesse! is rendered unavaiiadle for Charterer's service for & pertod of 10 aays,
uniess brought abaut by the act or neglect of the Chartsrer, the Charterer, by
written notice, shall have an option to cance! this Charter or to suspend same
until the sarvice can again be resumed, without prejudice to any rignt of claim
for camege which the Charterer may have. Payment of hire to caase during. time
the Vessal may de out of Charterer's service by the cause sentioned in the clause,
unliess the time out is less than 12 hours, in which avent there is to be no
interrupsion in hire payments.

e
”
‘6
{
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e
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(#) 1# the loss.of time resulting from any strikes or lockouts exceeds 12
days, the Charterer shall have an cotion to cance: this Charter or to susvend
same until She service Can again be resumec, without prejudice to any right of
claim for camage wnicn the Charterer may have.

ARTICLE 20. TIME LOST.

Any time lost Dy the Vesse! during this Charter Party (including all ecptiems,
1 exer=‘sed) due to Dreakdown of machingry, interference by autherity, collisom,
stranging, fire or other accidents or damage to the Vessal, or repairs, inspections,
overtau! and alterations, preventing the full working of the Vesse! shall be

“ N AR sogez 20 e charter pertod (including all options, if exsrcised) at Charterer's
¢ "t cption, seclarsbie at least 30 days prior to the expirztion of the Charter. The
13 b . .
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aoolicable hire rate shall be that in affect when the time was lost. [f total
time lost involves more than one hire rate, the hire rate for the time lost
period shall be comouted on the dasis of a weightad averace of all rates invoived.
The foregoing applicable hire rate provision far lost time shall not affect the
application of Article 12 (Econmomic Price Acjustment). [f the time iost option is
exercised, econamic price adjustment dayments during that optional period shall
be made at the economic price adjustment rate applicable during the optionai
period and not at the applicable rate in effect wnen the time was lost.

ARTICLE 21. OWNER'S OBLIGATION.

(a) Except as otherwise specifically provided in this Charter, the Owner
shall during the period of the Charter pay for the wages and consular shipping
and discharging fees of the crew, the insurance of the Vessel, and he shall
provide and pay for all provisions of the crew, necessary stores, including
boiler water and ballast, but the aforesaid provisions and siores carried during
the period of the Charter at no time shall exceed one and one-half percent of the
deadweight capacity of the Vessal, allowing a maximum of 250 tons, without prior
- . aporoval of the Charterer, or unless under existing circumstances the seaworthiness
B of the Vesse! requires a larger amount. The Owner snali use due diligencs to
maintain the aforesaid class of the Vessel, and o kees the Yessel in a thoroughly
efficient state in hull, machinery, equioment, nersonnei, ang other particulars
relating 0 the seaworshiness of the Vessel. Tne Owner snall pay for all expenses
incurred in the navigation and management of the Vessel, excapt as otherwise
specifically proviced nerein.

5 (b) Quner as Agent: Notwithstanding the provisions of Article 16(b) the
; Contractor agrees to act as an agent of the Government from time to time to
?
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arrange for stevedoring services for discharge of the above named vessel at ports
designated by the Government. The Goverment shall reimburse the Contractor for

55{" all cargo handling and related costs following submission of properly certifiad

SV invoices supported in accordance with applicable billing instructions. In the
event that oaid receipts are not availadle, a copy of the cancelled check r bank
wire transfer may De submitted in lieu of the receidt. Reimpursament shall be
lirited to expenditures actually mage sy the Contractor, its agents or sub-agents
for such cargo handling and related expenses. .

i The Government shall notify the Contractor of 2 requirement for agent services

¥ as soon as possible orior t0 the vessel's arrival at the designated Jort or ports.
’ Said notice snall be verified in writing, or by telex and shall specify the port,
arrival date, and description of cargo to be handled (soecifying 21l explosives or
hazardous cargo) and such other information as necessary or aporopriate for
Contractor to arrange for requested services.

(c) The Owner shall provide fuel used by the Vessel during the period of
Y this Charter in accordance with the provisions of Arsicle 13.

(d) The whole reacn of the Vessel's holds, decks, and usual dlaces of
loading, including the deep tanks specified in Article 1(g) shall be at the
Chirterer's disposal, reserving only proper and sufficient space for shin's
!;z:%er. Officers and crew, tackle, apparel, furniture, provisions, stores and
uel.

. S B

(e) The Owner, through his agents, emolocyees and servants shail commence
and prosecuts the voyages made pursuant to the Charter with utmest dispaceh and
shall render all customary assistance with the ship's crew and bdoats.

.

(#) The Owner shall have maintained on board tne Vessal complais deck and
engineroam logs. The Owner shall make the rougn and smooth logs of the Vessel
availapie to the Charterer and shall ypon request of the Charterer fumlsh the
Charzerer with true copies of tne rougn or smooth iogs of the Vessel. The Quner
shall also furnisn to the Charterer uoon request an abstract of the daily entries
in such log showing care given the cargo, courses steered, distances run on each
. course, noon cosition, distance made good each day from noon to noon, consumetion
3 B of fuel, and remainder of fuel in tne bunkers at the end of each day. Such
vt abstract shall also contain appropriate meteoralogical data including the cond-tion

of the sea and a report of any marine casualty which results in damage to the
cargo or in delay of the Vessel.
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(g) The Charterer snall nave the drivilege cf car-ying passengers, of
assigning officers ana/or enlisted men apcarc the Vesse! for Juty purposes and
shall have permission TO appoint a3 suoerca™go as “ar as accommodations and
United States Coarst Guard certificatior 21low Charterer oaying an amount of
$8.00 oer dzy, per person, covering 3li expenses including accommodations,
victualiing, any steward’'s cepartmer: extra remuneration and overtime, oenalty
time, accompanying fringe bdenefits, anc taxes incurred, in accordance with the
terms of Qwner's labor agresments, incurred as 2 result of carrying such persons.
Owner shall victual pilots an¢ Customs officers, and also, when authorsized by
Charterer, shall victual tally clerxs, steveaore's foremen, etc. Chartarer shall
pay $2.00 per mea! for all such victuailing.

{n) 1In addition to the carriace of personnel noted in (f) above, Charterer
shall have the right to assign other ailitary personnel apoard the Vessei. Such
personne! not to reaquire victualiing, derthing, or sanitary facilities ‘rom the
ship uniess resuested by the m:'itary commander aboar?, in which case the Owner
will be reimbursed out-of-pocket exoenses not t5 exceed the amount per derson per
day set forth in (f) above. Charserer will supoly life floats and jackets for
the use of such military personnel czr-ied acoard the ship during the charter
period. Such itams to be removed by Charterer a: terminacion of Charter.

(i) The Charterer shall Se liable o the Owner for any loss of the Vessel's
fittings or o~surtenances or any damage =0 the Vessel, her fittings, or apourtenances
caused by the act of passengers, supercargoes, 2vacuees or military personnel in
<he emdarkation, carriage or dedbarxation of oassengers, supercargoes, evacuees oOr
military personnel to the extent such 10ss o= camage is not payabie unaer the
Vessel's insurance palicies; proviced tne Charterer shall not be liable for such
damage uniess written notice sdecifying sych camage, and if gbtainable, the name
of the party or parties causing such camage shali nave been given to :tne Charterer
or its atuhorized representative within 2 reasonapie time.

(j) The vesse? shall be equizped amd rigged with tent gantiines and blocks
prior to arrival at oor:s wnure, because of climatic conditions, the use of hateh
tents is customary. N

.(k) The Vessel shall orovide suf€icient camgo lights to equid working
hatches with four porzaple lignss, plus sufficient numper oFf replacements in
event of damage.

ARTICLE 22. THE MASTER, OFFICZRS AND CREW.

(a) The Master, Officers and crew of this Vessel shall be apoginted or
hired by the Owner and snhall be desmed S0 be the sg=vants anc agents of the Owner
at a1l times excen: 2s otherwise soecified in this Charter. The Master of
vessel, shall be under tne direstion ¢f the Charterer 2s regards the employment
of the Vessel, but shall not be uncer Charterer's orgers as regards navigation,
care and custody of the Vesse! and care of the cargo. The Master, Officers, and
crew, in supervising the icading, stowage, trimming, securing, or cischarging of
cargo shall be deemed the agents of the Charterer except insofar as such supervision
pertains to the seaworthiness of the Vessel.

(d) The Master, Officers anc crew shali use due diligence in caring for and
ventilating the cargo.

(c) The Charterer shall furnish the Mastzer with a1l requisite {nstructions
and sailing directions, in weiting. Should the Charterer elect to change these
instructions or sailing gireccions after the Master has acted upcn them in a
reasonadle and prudent manner, and <he Owner incurs extraordinary expenses
theredy, the Charserer shall ~gimburse the Owner for such expenses 25 were the
direct result of change in such instructions ar sailing directions.

(d) 1f the Charzerer shal' have reason %0 be dissatisfied with the conduct
of the Master, Jfficers or crew, the Ownar shall, on receiving parsiculars of the
complaint, invescigate it, and if necessary make & change in personnel.

{e) In the event shore liberty is not oes~mitted, the Master of the ship
will be advised promptly in writing of this restriction by the snore commander.
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ARTICLE 23. STATUTORY EXEMPTIONS. .

(a) This Contract is subject to all the terms and orovisions of and all the
exemptions from liability for camage to cargd froem the time the cargo is loaced
until the time it is discnarged from the Vessel contained in Subsections (1), {2)
and (3) of Section (4) of the Carriage of Goods by Sea Act of the Unitad States,
approved April 16, 1936. For the purdoses of this Contract, the term “Carrier” as
used in said Act shall mean the "Owner” and the term “Shipper” shall mean the
“Charterer”. .

(b) Any provision of this Charter to the contrary notwithstanding, the Owner
and the Vessel shall have the benefit of all limitations of and exemptions from
liability for damage to cargo accorded to the Owner or demise charterer of vessels
by any statute or rule of law for the time being inforce. .

!

(c) Neither the Owner nor any corporation owned by, subsidiary to, or
associated or affiliated with the Owner shall be liable t2 answer for or make good
any loss or damage to the cargo occurring at any time and aven though before
loading on or aftsr discharge from the Vessel, by reason or by means of any fire
whatsosver, unless such fire shall be caused by its design or neglect.

ARTICLE 24. EXCEPTIONS.

The act of God, enemies, fire, restraint of princes, rylers of pecple, and
all dangers and accidents of the seas, rivers, machinery, boilers ang steam navigaticr
and errors of navigation througnout this Charter Parcty always mutually exceoteg.
The Vessel shall have the liberty to sail witn or without pilots, to tcw ana ta be
towed, to assist vessels in distress, and to deviate for the purpose of saving
life or prcperty, or to go intd dry dock or into ways with or without cargo an
board. )

ARTICLZ 25. LIBERTIES.

‘- The Owner, Master and Vessal shall have  liberty to comply with any orders or
déirections as to loading, aeparture, arrival, routes, ports of call, staopages,
siscnarge, destination, 4elivery or otherwise howsosver given by the Sovernment of
any nation or department ther=of Or any oerson acting or Surdorting to act with
the autnority of such Govermment or of any deparunent thereof, or by any commttee
or person naving, under the termms of the war risk insurance on the Vessei, the
right to give such orders or directions, and if 5y reason of or in compliance with
any sucn orders or directions anything is done or is not done, such snall not be
ceemed a2 deviation or breach of orders or neglect of duty by the Master ¢r the
vassel. DJealivery or other gisposition of the gocds in accordance with such orders
or directions shall be a fulfiliment of the contract voyage. The Vesse!
may carry contraband, explosives, munitions, wariike stcres, nazardous cargo, and
may sail armed or unarmed ang with Or without convoy.

ARTICLE 26. AMENDED JASON CLAUSE.

In the event of accigent, danger, damage, or disaster, defore or after
commencement of the voyage resulting from any cause whatsoever, wnether due to
negligence or not, for which, or for the conseguence of which, the Owner is nct
responsidle, by siatute, contract, Or otherwise, the carge, shipoers, consignees,
or owners of the cargo snall contritutes with the Owner in general averags to the
sayment of any sacrifices, losses. or axpensa of a general average nature tThat may
be made or incurrea, and snall jay salvage and specia: charjes incurvred in rescec:
of tne cargo. [f a salving vessal is owned or operatad by the Owner, salvage
shall be paid as fully as if such saiving vesse! or vessals belonged to strangers.

ARTICLE 27. GEMERAL AVERAGE CLAUSE.

Seneral average shall be adjusted, stated and settled, according to York-
Antwer> Rules 1974, at such oort or nlace 'n the United States as may be selected
by the Qwner, and as to matters not provided for oy thase wies, according I the
laws and usaces at the port of New York. [n such aqjusiment, disbursements in
foreign currencies snall be exchanged into United States money at the rate Ore-
vailing on the dates made ana allowances for damage to cargo claimed in foreign
currency shall be converted at the rate prevailing on the last day of discharge at
the port or olace of final discharge of such damaged cargo from the ship.
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,.\3\;. ARTICLE 28. SALVAGE.
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T Ly .
e A1l salvage moneys earned by the Vessel! during the period of this Charter

shall be divided equally between tne Owner and the Charterer afier deducting
Master's, OTficers’ and crew’s sghares, legal expense, hire of tne Vesse) auring
the time lost as 4 result of the salvage service, value of fuel. consumed, rep2irs
of damage, if any, and other extraordinary loss ar expense sustained as a result
of the salvage service.

ARTIQLE 29. DETENTION.

(a) Excspt to the extent that loss of time is caused by the faul:, negligence
or failure of the Owner, Master, Of¥icars or crew, to exercise due diligence to
keep the Vesse! working snd to prevent loss of time, payment of hire shall not
recuced because of: . .

L

(1) The hapoening of any event listad in Article 19(a) of:this Charter
causad by the fault of the Charterer or caused or contribuyted to by war or warlike
acts, sailing in convoy, opersting (contrary to peacatime custam) without lignes
or pilots, navigating or mooring in (contrary to osacetime custom) unlighted,
unbuoyed, Or overcrowded waters, excassive usage (because of war or warlike
conditions) of machinery or equioment, navigating (contrary To peacetime custam)
under the direction of naval, miiitary, coast guard or other goverrmental authori-
ties, discnarging alongsice ships or into sn1ps excast lightars, or ice.

(2) Ouring any loss of time for which the Owner receives full hire
under this Article 1t shall pe the duty of the Owner to creg¢it any savings o the
Charterer. Savings, for the ourpose of this oaragraph, snall have the same

. meaning as that sat forth in Articlie 30(c) of this Chartar.

(5) 1f a general aversge situation ai-ises and the Owner becomes entitled to
recover in genersl aversge from hull underw-iters, carge, or other interes:s in
A tne agventure for sacrifices of wages, storss, or other like expenditures which
: would otherwise de for the account of the Owner under this Charter, the Charterer
shall be cCredited with any amounss recoversble by the Owner in resbect of all such
etpenditures incurred by the Owner during any period wnen the Charterer is 1iadle
to the Owner for hire under the terms of this Article.

ARTIQLE 30. REDELIVERY.

(a) Uniless lost, the Vesse! shall be rmdeliveres in accordance with paragraoh
(d) of Article 2. The Charterer shall give the Owner not lets than 20 days notice
(con?irmed Dy telegram or letter, if oral) of the Vessal's expected date and range
of redelivery and 10 days notice {confirmed by a telegram or letter) of the
Vessel's actual port of redelivery. It shall be the duty of the Owner to mrinimrize
his expensa during any period while the Vessel! is in port subsecuent to the receipt
of the notice of redelivery and prior to the actual redelivery, crediting ‘to the
Charterer any savings.

(5) It shall de the duty of the Charterer to serform prior to recelivery of
the Vessel, all repairs except for ordinary wear and tasr and ceoreciation,
removals and other work which under the terms of this (omtract are for the actoumt
of the Chartersr; nowever, the Charterer may elect 20 rede)iver the Vessel without
performing such work, in which case the Owner will be given not less <han 10 days
notica of such eleczion and the Charterer snall reimburse the Owner for (i) the
cost of performing such work and repatrs less & deductien for ordinary wesr and
taar and deoreciation; and (f1) charter hire and fuel cost for the time lest for
such repeirs deyond the time which would otherwise nave been used for the repdirs
of Owner, less any estimated savings the Owner should have been able to effect
curing such time. Shoula the Owner elect 20 defer making sucn redairs the
Charterer may Pay tO the Owner sumS to De agresd between tne Owner and Contracting
Officer representing the estimated cost of performng such worx and repairs less @
deduction for ordinary wesr and tear and depreciation; except, however, if the
Vesse) will not be repaired because it is lost after the termnation of this
Charter or shall be scrapped or semt %o & lay-ud fiset no payment for estimated
repair costs will be made. In the event the Charterer slects to redelivery the
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Vessel without performing the work for itS account this Charter shall be amended 1
“ to reflect the amount of the sayments tc be made under this Article. Any failure )
to agree with respect to the amounts to pe Paid hereunder shall be deemed a dispute
and settled in accordance with the "Disputes” Arcicle. Storage of any Government.
owned property removed by the Owner under this Article shall de at the risk and
expense of the Government.

(c) Savings, for the purposes of this Article and Article 32, shail mean any
savings whatsoever effected by the Owner in respect to the operatien and management
of this Vesse! including but not limited to: wages of Master, Officers or crew, 1
including econamic price adjustment; subsistance, and returns, if any, of insurance
premiums (or in the case of self-insurers, a comparable amount) and insurance
recavery, if any. For the purpose of computing savings and expenses, any period
of tmelve (12) consecutive hours or less shall be disregarded and any period
% exceeding twalve (12) consecutive hours but lass than twenty-four (24) nours shall
o be counted as one day. )

ARTICLE 31. CHARTER NOT A OEMISE.

Nothing herein contained shall be construed as creating a desise of the
Vessel to the Charterer, the Owner under this Charter retaining complete and
exclusive possassion and control of the Vessel and its navigation.

ARTICLE 32. REDUCED OPERATIONAL STATUS.

;j (a) The Charterer may at its option and ubon notice to the Owner in ac-
cardance with the grovisions of subparagraph (c) place the Vessal in reduced
operationa) status. Ouring any such period the Chartarer shall pay for the use
and hire of the Vesse! at the rate stated in paragraph (e) of Article 2, per 24-
A'?-ut: nlny 38'(. :)aro rata for part thereof less any actual savings as provided in
cle c).

(b) Ouring any such period of reduced operational status the Charterer shall
«_.:‘-;i have the privilege of performing repairs or other work for its account and the

AR

Owner shall have the privilege of performing voyage repairs or maintanance work
for its account. [f, howsver, during such period the performance of any such
resairs or work for Owner's accouni requires dry-docking the Vessel, the payment
of hire shall cease during the time the Vessel is in dry dock and during the time
reauired 0 3ove the Vessel to dry dock and return 0 the point where she was
placad in reduced operational status.

e

o Loco i Bl

(c) The Chartarer shall give the Owner written or telegraphic notice or in
the event notice is given Dy telepncne, written or telegrachic confirmaticn of
, exercise of the option specified in subparagrach (a) above. Such notice shall
,‘% specify the time at which the period of reduced operational status is to commence,
3
£y
3t

which time shall not be less than 48 hours, subsequent to the receipt of such
notica by the Owner or his representative. The Charterer snall give the Owner
written or telegraohic notice, or in the event notice is given by telepnone,
written or telegriphic confirmation of termination of the period of recuced
operational status. Such notice shall specify the time at which such period shall
terminate, which time shall be at least 72 hours (Saturdays, Sundays and holidays
excluded) subsecuent to the receipt of ;afd notice by the OQwner or its repre-

Ry sentative; provided however, that by 2jresment between the Owner and the Charterer

By the Vessel may be returned %o full operational status before the time specified in

3 the notice of termtnation of the reduced operational geriad.

A (d) Ouring periods of reduced operational siatus, Owners will reduce the

‘ crew on Doard to the least number of men consistent with practical maintanmance
standards. The numper of personne! remaining on board during ROS periods will
be subject to the approval of the Contracting Officer.

(e) With respect to any period covered by this Article the Charterer gshall
2 reimourse the Owner for all expenses actually incurred by the Owner by reason of
Ms agreements to provide return transportation for any Officers or members of the
crew signed off Articles during any such period (but not in excess of the amount
set out in aoplicable agreements with recognized labor unions). The Chartarer
agrees O reimburse the Owner for all expensas necessarily incurred in accordance
% with the Owner’s labor agresments for obtaining crew replacements at the time of
2y the reactivation of the Vesse! from idle status by the Charterer.
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ARTICLZ 33. [INSPECTIONM.

(a) The vessei shall be sudject to the Government's inspection as <=5 suit-
apilicy for tne requirsc service as stated in Article 4(d) prior to delivery.
If, in tne opinion of the Government insDector, the vessel is 1nadequate for the
interged service, the Government reserves tne rignt to reiect the vessel, and in
that event, tnis charcer shall de nyll and void. The decisicn of tne Contracting
Officer regarding the adeguacy Of the vessel based on tne inspection snall be final.

{b) The vessel shall be subject to subsequent inspections at ressonabie
intervgls and at such times as aeficiencies exist ¢o aetermine the continuing
suitadility of the vessel for the recuired service as well 25 20 deterTrine wnether
the material condition of the vessel will prevent effecive operation during dasic
ard cotional periods of the contract. Such inspections snall incluge in addizion
tc the items enumeritad in paragTapn 2, but not be limited a:

Condition anc tigntness of hatch oocenings/cargo spaces
Condition and tightness of null and gecx plating

Condition of cargo handling gear -

Communication and Mavigationai equipmeat

Generz! condit on ang maintenance of vessai(s)

Congizior and availability of gener2l safety and firefighting
equioment

\7) Engineering soaces anc equipment

1
2
3
4
5
£

P~
. e et St st

(¢} The Govermment ‘urche™ reserves the right o have the vessel(s) surveyes
at any time by an indepenaent surveyor.

(d) 1f, in the opinion of Govermment Inspector, geficiencies exist tnat
preciuce the adecuacy of the vessel(s) ‘or the assignec service, 2 notice for
coregcoion will be issuec. [n the event thas the stataa deficiencies are not
carreced in a reasonadle De=iod of time and ir tne opinion of the Comtrzesing -
0f%icer based ugon the recommendation of the Govermment inspector, ana/or the
incepenaent surveyor tne vesseli(s) is inadecuate for the intanced service or unabie
t5 operate for tne remaining period of the contract as & resuylt ¢F these deficiencies
the Government reserves the rignt %o cancal the contract at any time auring the
term of the charter.

ARTICLE 38. EVENTS OF DEFAULT.

(a) !¥ the Owner f2ils to perform any of its obligations containegd in this
Charser anc such failure was not due 0 the fault of tne Charterer or any other
representative of the Goverrment acting in an official capacity ané within the
limits of nis authority or such failure iS not excused by Article 24 and if as a
resyls of such failure, the Charterer is aeniec the fuil use of the Vessel, then
for any period exceeding tweive {12} hours that the Vessel is not available for
the Charterer's uss, the Owner shali pay to Charterer at Charterer's Sotion and on
oemand an amount ecual T0 tne cnarter hire and economic orice adjusoment in
effec: for that period of time lost. This amount shail not be peig if the Vessel
was off-nire under Article 19 during that periocd, ang the amounts payadbie by the
Owner pursuant to this Article 33 are payable as licuigated damages {ang not as a
penalty) agreed to by the parties hereto as the ‘airest measures of Charterer's
actual damages wnich are di#ficult if not impossible %o ascerzain; and, accordingly,
it is agreeg that Charterer shal) be under no duly or opiigation g mitigate or
stherwise ~educe Cthe amount of such liouidatad camages.

(d) No remedy herwin conferred ucon the Charwerer is intendec to be exclusive
of any other remedy, but every such remedy shall de cumulative anc snall be in
adaition to every cther remedy herwin conferrec or now or nereafter existing at
law or in equity or by statute.

(¢, The Goverrment may, by written notice of defaylt to the Contractor,
terminate the whale or any sart of this Contract in any of the foliowing circume

stances:
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£ :]' (1) Whenever, in any given six (5) month period for any reason what-

.;. soever, more than 12 days are lost, the Contractor shall e deemed to be in defaul:

in serformance under the Contract and pursuant to which the Contracting Officer
may at his discretio: terminate tor defaul?; o

% ' (2) 1If the Contractor fails to perform any of the other provisions of

", this Contract, and does not cure such failure within a period of 10 days {or such

4 longer pertiod as the Contracting Officer may authorize in writing) after receipt

;;‘,,: of notice from the Contracting Officer specifying such failure.

iy

23 ARTICLE 35. WAIVER OF CLAINMS.

" A1l claims whatsoever for moneys due the Owner under this Chartar must be
3 . submitted in accordance with the applicable dilling tnstructions within two years of
i the date of redelivery of the Vessel. All claims not submitted within the two-year
X limit shall be deemed to have been waived by the Qwner.

*

b . ARTICLE 36. GOVERMMENT CLAUSES.

Government clauses attached as Annex 8 to this Charter are incorporated
herein by reference and are maae a part of this Charter.

ARTICLE 37. SPECIAL°PROVISIONS.

. The provisions of this Article shall prevail over any other provisions herein
{nconsistant therewith,

(a) In addition to the characteristics specified in Article 1 of this
Contract, Owner warrants that:

(1) vessel has a satisfactory means of securing all access scuttles to
vessal's holds and spaces as well as means for securing access to cargo compartments

WD through ventilation ducts or any other openings providing access to such compartments

or spacses, and

3 (2) 4n addition to communications/navigational equioment described in

p Anmx *A" and in Article 1 of this Contracs, vesse! has MARISAT communications -

5 equipment in good operating condiction for linkage with world wide MARISAT system.

b {(d) In the event that the Charzerer directs the vessel to engage in coastwise

58 trade and as 3 result of each coastwise empioyment tne Owner must reimburse MARAD
for a specified percentage of tne Construction Differential Subsidy proviged to
dbuild the vessel, the Charterer will reimpurse the Owner for such repayments made
to the Maritime Adminfstration.

(c) The Chartsrer agrees to reimourse the Owner for necessary communication

expenses incurred in the operation of the vessel excedst when suych expenses are
the Owner's obligation or are incurred for the convenience of the Owner, the
vessel, its Master, Officers or crew,

é,t Each of the povisions of this Charter Party shall be deemed severable, if any

&b provisions, or part thereof, should de held to be invalid, illegal, or unenforceable

% the remaining provisions, or part thereof, shall continue in full force and effect.

5\-\, IN WITNESS WHEREOF, the pa~ties herets have :xecuted this Contract as of the

‘ day and year first above written,

& THE UNITED STATES OF AMERICA

"\

;;; 3y 8y

;:f Contracting Officer

Y2 {ilite) M{litary Sealift Cammand

Department of the Navy

B CERTIFICATE

;{;
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CIRTIZICATT :

;s certify that | am the of the corsoration ‘

nm' as LONtrac:or nerem that whO signed this Contract on ‘
benal? of the Contractor was then 0f saig coroorztion; that i

said Contract was duly signed for ang 1n Oenaif 0¢ sald corporation by authority
of its governing body and is within the scope of its corporate sowers.

IN WITNESS WHEREOF, ! have hereunto affixed my hand and the seal of said
corporation this day of 19

(CORPORATE SEAL)
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N Communications Capability. The Ouwner represents that the vessel is equipped with

ng': the following minimum communications capability and further agrees to install

e‘ additional radio crystals as may later he required by the Charter.

’»: (1) A radiotelegraph station as outlined in Subpart R, Part 83 of the Federal
Comaunications Commission Rules and Regulations as evidenced by a curreat Cargo

\‘ﬂ Ship Satety Radiotelegraphy Certification and/or FCC Station License.

&

4 (2) One radio receiver, high frequency: Minimum frequency ramge 2-24 MSC, A-1/A-2/

fi\fx A-3] emission. (SEPARATE FROM MAIN RECEIVER)

(3) One radio transmitter, high-frequency: Minimum frequency ramge 2-24 MCS, A-1
eaission, capable of meeting the requirements of Articles 83.317 and 83.319 of the
FCC Rules and Regulations (SYNTHESIZED FREQUENCY CONTROL)

(4) One HF radiotelephone transmitter/receiver: Minimum frequency range 2-30 MCS, 2.8
A-3] emission. Synthesized frequency control for all marine band frequencies. (MINIMUM

iy TRANSMITTER RF POWER OUTPUT 100 WATTS)
v (5) Crystals for opsration on the following output frequencies: (ALTERNATE MEANS OF
Hy FREQUENCY CONTROL PERMITTED PROVIDED THAT FREQUENCY TOLERANCES NOT EXCEEDED)
‘;1, - MF Transmitter

& oo

. 444 XCS
% 468 KCS
'Z};: (6) HF radio teletype transait/receive systea (Fl emission) with selective calling de-
:‘i; vice (SELCALL) and error correction device (SITOR) installed in the system. Minimum

frequency range 2-30 MiZ and minimum transaitter RF power output 1000 watts.

(7) Maricime satellite (Marisat) system with bridge voice remote unit.

The above requirements are not intended to restrict the utilization of the installed
radio equipment for normal communications on other sssigned or required frequencies.

Yot
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