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the need for using two separate methods tor 
moving service members' household goods 
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GAO ha-j found Uiat there are a number of 
reasons why it may be desirable to continue 
using two methods of shipping household 
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The Honorable George H. Mahon, Chairinan 
Committee on Appropriations [̂  '̂  
House of •Representatives-... ^J'' /-'Vy;J 

Dear Mr, Chairman: ,̂^ ; i; 
• •'. • ' . , • GyG-- Gi 

This report describes the pros and cons of adopting 

a single method of shipping the hbusehold 90odf^ |bf: bepfiJTt' 

ment of Defense personnel overseas. This revie^ was re-"' 

guested by your Committee incident: to its î eyî |w j<̂f ithe i 

1974 Department of Defense Appropriations Bill, |House of 
Representatives Report No. 93-662). 

Comptroller General 
of the United States 

# m^^' 
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REPORT TO THE ADOPTION: OF A SlNGfĉ  MfcTtiOD 
COMMITTEE ON APPROPRIATIONS OP SHIPPING HQUSEHOtO 
HOUSE OP REPRESENTATIVES GOODS; OVERSEAS—PROS AND CONS 

Department of j Deferise 

D I G E S T 

Basically, there are two methods for 
shipping household goods pfIn^it^.ryiperr^^ 
sonnel overseas--the direct procureiiieinit ; 
method under which the Government; matl̂ ^̂  y.. 
arrangements witnindividuai firms for 
all required services and the internar-
tional through Government bill of ladfing ,1 
method under which the (Soveinmeht̂  jî y?!̂  
a household goods forwarder to make^the 
arrangements. (See pp. 1 and 2.) 

In fiscal year 1974 the pepartment of j 
Defense spent $181 million to move 
141,600 household goods shipments be-;̂  
tween the United States and overseas 
points. More than 95 percent of these;., 
shipments moved under the interhationa^I-
through Government bill of lading methods 
(See p. 1.) 

In House of Representatives Report No. 
93-662 on the Department of Defense'apT;-
propriations bill for 1974, the C6inn|ittê ^̂ ^ 
on Appropriations guestiohed the ne^d forf, 
the Department of Defense to use tvîo;; ' | 
separate methods for moving service mem-, 
bers' household goods internationally. 

The Committee asked GAO to review the 
feasibility of selecting either a single; 
method of shipment on a wdrldwide balsiŝ -
or selecting a method for each major sihip-
ping point where large numbers of U.S. • 
personnel are stationed^ 

WHAT GAO POUND 

Although it is uneconomic to administer,tWo 
systems for shipping household gooclsovef'^ 
seas, there are reasons why it wô lid; lî  
desirable under present circumstances ̂feidK̂  
adopt either the internatibnal tnrdiiif̂ h • ;; 
Government bill of lading method or the 

_ _ _ ^ ^ Upon rvmoval. the report i LCD-76-225 
cewar del* tliouM be noted hereon. ' -



direct procurement method as the sole 
system of shipping. (See p. 3.) 

As constructed by GAO, the direct cost 
by the direct procurement method system 
is, in most instances, lower than the in­
ternational through Government bill of 
lading cost. Also the international 
through Government bill of lading rates 
are high in relation to GAO's estimate 
of the reasonable costs of providing; the 
service. (See p. 3.) 

But adopting the direct procurement method 
of shipping and exluding the household goods 
forwarding industry 

—would have an adverse effect on the De­
partment of Defense's program to increase 
combat strength by decreasing support 
personnel, 

—could destroy many capable businesses, 
and 

—would be contrary to the Government's 
general policy of relying on the private 
enterprise system to supply its needs. 
(See p. 3.) 

The international through Government bill 
of lading method of shipping is convenient 
in that the forwarders assume certain admih-
istrative and traffic management responsi- ' 
bilities. But the introduction of the in­
ternational through Government bill Of lad^ 
ing method created new management problems, 
and adopting this method as the sole system 
would ignore these problems. (See p. 3.) 

Another factor to be considered is the need 
to retain the direct procurement method of 
shipping as a competitive hedge for use in 
those areas in which the international 
through Government bill of lading service 
is not available and for those instances 
where, because of the size of shipments or 
other circumstances, the international 
through Government bill of lading method is 
not economically feasible. (Siee p. 3.) 
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One of the reasons for the high interna^lonaX I 
through Government bill of lading, cateB' 
appears to be the lack of a sufitcien^ly: com^ 
petitive Department of Defense rate-S#ttirit I 
procedure. During 1973 the Depairtment o^;De- j 
fense adopted a more competitive rater-ee^ting j 
procedure for international through Governm^n^^^ ! 
bill of lading shipments of military uriaccbn- j 
panied baggage moving over cfertiin toateS! in 
the Pacific with resulting Savings ranging i i 
from 20 to 45 percent. (See: p. 8.) I i 

The Department of Defense recently injiti^ted •;; j 
more competitive rate-settiri^ piocediin̂ ^ i | 
a test basis *or household gbodi isĥ ;]̂ !̂!!;!*' ::-i | 
moving between the continental United si^tesi 
and Okinawa. As a result, forwarders' rates 
have been reduced by about 19 percent. (See 
p. 8.) • '.''G--:r..G 

GAO'S CONCLUSIONS 

There are a number of reasons why it may 
be desirable to continue to use both syâ temSi. 
(See p. 16.) 

However, if the international through Govern­
ment bill of lading method is continued; as' 
the principal method, the bepartment of De­
fense should obtain rates more in line i|̂ lth 
the reasonable cost of providing the seryices> 
In GAO's opinion, this can best be dpn4 hy 
introducing more competition into the rat^-
setting procedures. (See p. 16.) 

GAO believes that, if efforts to improve, 
competition are not successful, the Depart­
ment of Defense should require auditabi^ 
cost and pricing data to support the fbt-
warders' rate proposals. This wOuld permit 
a determination that such rates are not: bx*̂  
cessive but are at a level to return 
carriers' costs and a reasonable profit* 
(See p. 16.) 

GAO believes that, if reasonable rates are 
not attainable through such mOdiflbation 
of the Department of Defense rate-settiifig 
procedures, the Department of Defehse may 
have to revert to the direct procuremerit 
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method, or statutory regulation of the 
forwarder industry may be reguired to 
achieve that objective. (See p. 16.) 

The Department of Defense concurs in GAO's 
findings and conclusions. (See p. 12.) 

The Household Goods Forwarders Association 
of America, inc., took issue with some asr 
sumptions made in the report. However, it 
agreed with the conclusion that some modifica-
tion of the present rate-filing procedures 
is reguired to insure that the international 
through Government bill of lading rates 
are reasonable. (See pp. 12 and 13.) 
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CHAPTER 1 

INTRODUCTION 

Under the provisions of sections 406(b) and 411(a) 
of title 37, United States Code, members of the military 
services, in connection with a temporary or permanent 
change of station, are entitled to have their household 
goods and baggage moved at Government expense, including; 
packing, crating, drayage, ocean transportation, temporary 
storage, and unpacking. 

The Worldwide Personal Property Movement and Storage 
Program of the Department of Defense (DOD) is managed 
by the Military Traffic Manageinent Command (MTMC) uhdjer 
the guidance of the Assistant Secretary of Defense 
(Installations and Logistics). According to MTMd statistics,; 
141,600 DOD-sponsored international hpusehbld '.gq6dsf•^^tiii^ 
ments were moved during fiscal year 1974 at a cost of mpre than 
$181 million. More than 95 percent of these shipments 
were handled by household goods forwarders under' tliiS :: 
international through Government bills of lading tiTGBli), :'[ 
method. The remainder was moved under the so-called'direct i 
procurement method (DPM). 

Under the ITGBL shipping method, a single Government ' 
bill of lading is issued to a household goods forwarder 
covering the entire movement from origin to destinatidn. 
Charges to the Government are based on a single-factor rate 
per net hundred pounds, plus certain adjustments and 
accessorial charges provided for in the forwarders' 
tenders. 

Forwarders generally do not perform the basic trans­
portation; they manage the shipments and arrange with 
local moving companies, line-haul carriers, port agetits, 
and ocean carriers for the reguired sesrvices. The Govern­
ment deals only with the forwarders. 

Shipments under DPM are handled much the.same as 
under the ITGBL method, except that the Government manages 
the shipments and contracts directly with the companieis 
providing the underlying services. The fozrwarders ahd the. 
Government use the same underlying packing and cratinig 
contractors and transportation companies. Generally, 
DPM is used only for: 

..li 
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—Shipments originating in or destined to areas npt 
served by household goods forwarders. 

—Shipments to a continental United States (CONUS) 
port for which ultimate delivery instructions have 
not been received. 

—Shipments destined to nontemporary storage. 

—Shipments weighing less than 500 pounds. For­
warders have a 500-pouhd minimum rate, so shipments 
weighing less than 500 pounds would be charged! 
at the 500-pound rate if tendered to the forwariiers. 

The DPM is not a Government transportation systemi 
unique to household goods. DOD has over 3 million dî if̂  
ferent items in its inventory of equipment and su|pi;i(is> ? 
many of which—including sofas, chairs, desks, laiinpisf, 
rugs, and beds—are comparable to the items shipped by 
a service member as household goods. In addition, DPPf 
ships delicate electronic and other valuable, delicatpy 
and high-cost technical equipment. DOD items ar^Shipp^^ 
between points within the United States and thrbul^hbut' ; 
the world. For the bulk of these shipments, DOD manages :-G 
the transportation through its worldwide network of?' 
traffic mcuiagement organizations; transportation fleets, 
such as the Military Airlift Command; and military and 
commercial air and ocean terminals. 

In making these shipments, DOD uses rail, motor, 
ocean, air, and pipeline carriers in addition to its own 
fleets. DOD also uses airfreight forwarders and surface 
freight forwarders. But it is DOD's general policy to usei 
these forwarders only when their rates are more cost! 
effective than if DOD were to tender the shipments directly 
to the underlying carriers which actually carry the 
goods. 



CHAPTER 2 

ADOPTION OF A SINGLE METHOD OF 

SHIPPING HOUSEHOLD GOCDb-^PRQS AND CQNS : ; 

Although it is uneconomic tO administer two .sy is tems 
for shipping household goods overseas, there are teasOnsi 
why it would not be desirable under present'cirO|^ 
to adopt either the international throXigtl-Gpyerh^ 
of lading method or the direct procurement methold^ as;: th^ 
sole system of-.''shipping. "'.''•..''".••",,;:.•••••;.•.• '' 'i-'•'••]''• 3--''%' 

As constructed by us, the dire^ctjcost by DPMI Isy • 
in most instances, lower than the I T G B L cost. M s b the 
ITGBL rates are high in relation tp; bur estimaMjbf/the 
reasonable co& Ls of providing the service • iBia!t;|i;adbĵ ting 
the DPM shipping method and exclUdihg^t^ 
forwarding industry (1) would havbrah adver^ i 
DOD's program to increase combat stirength by decreasing 
support personnel, (2) could destiro^irany capaMfeb^ 
and (3) would be contrary to the GbvernmentVs'|erte^ 
policy of relying on the private elhteriprise syistemitb 
supply its needs. '-GTyfi^G^GG G^ •'' 

The ITGBL shipping method is convenient in'thii^thb 
forwarders assume certain administrative ahd triaffibiman­
agement responsibilities. But the! introdubtibri: of tiiê ^ 
ITGBL method created new management problems, edid !â p{>ti:nĝ  
this method as the sole system would ignore the^E prbblBihs^ 

Another factor to be considered is the need tb Set^in 
DPM as a competitive hedge for use in those ai-eak in Which 
ITGBL service Is not available and for those iristaiicesfe 
where, because of the size of shifwrnelrtts or other Circum­
stances, the ITGBL method is not eoohomicalllir; leas 

Although there are valid arguments for retainiiigiioth ̂  
methods, these arguments raise sorne questibn as tp! the ' i 
extent each system should be emplOyed. We believ^ thait. ' 
If ITGBL IS retained as the principal shippi^^irtbthbdi'>-;'! 
procedures should be adopted which would ihsuire theiavaila­
bility to DOD of reasonable rates—-ates that will"return 
to the carrier costs plus a reasonaDle profit—arid which 
encourage high-quality service to the military member^ :: 



EARLIER REPORT SHOWED DPM TO BE LESS COSTLY 

In our report to the Congress, entitled "Cost Evalu­
ation for Movement of Household Goods Between United States 
and Germany" (B-152283, Jan. 6, 1969), we concluded that 
the Department of Defense could have saved about $3 m.iiiion 
during fiscal year 1965 if household goods shipments 
between Germany and CONUS had been moved under the DPM ratlier 
than the ITGBL method of shipment. We pointed out certaiii ;, 
inaccuracies in the cor-t comparison used to select a î 
shipping method, and we recommended a number of actions 
intended to eliminate some of the diseconomies inherent 
in operating two systems of shipping. 

After our earlier review/ DOD officials rescinded 
the requirement for comparing costs in selecting a ship-^ 
ping method, and on October 14/ 1971, the Office of K . ; 
Assistant Secretary of Defense (installations: arid; Loigistics) 
issued a memorandum directing that the use of DPM shipmentsj 
be curtailed in favor of the ITGBL miethod. ; ̂t ; I 

In an audit report dated June 12, 1972, the Assisftanti 
Secretary of Defense (Comptroller) questioned the 
decision to curtail the use of DPM. He estimated that 
this decision would increase shipment costs between .CONUS •; 
and 15 installations in Germany by about SI million ariiiuiatlly 
and recoiranended the reinstatement of DPM. On June 28^ ! 
1972, the October 1971 memorandum was rescinded, and both 'i 
the DPM and the ITGBL method were to be used with preference 
given to the method most practicable in a given situ^tibhV' 

DPM STILL COST FAVORABLE 

In our current review of DOD's household goods pro- • ; 
gram, we estimated the cost of movirig household goods' 
shipments between three major installations in CONUS and 
nine overseas installations located in Germainy (5), thei 
United Kingdom (1), Italy (1), Spain (i), and Hawaii (1). 
We considered various cost elements, including complete 
origin and destination services, transportation, cbn"̂  
tainers, claims, and administrative costs. 

We constructed DPM costs which, in bur opinion, 
would have been applicable if household goods shipments 
that were actually moved during fiscal year 1973 by 
ITGBL carriers on the traffic channels studied had been 
diverted to DPM. Our estimate of tranispOrtation costs 
for DPM shipments was based on the assumption that 
traffic over these high-volume channels could have been 
distributed so as to take advantage of the lower line-
haul rates available on trucklbad inovements and that such 



traffic was sufficient to permit the loading of seavans 
with the equivalent of 10 type-II household goods con­
tainers. Considering the high volume of traffic moving 
over the channels reviewed, we believe these to be reason-, 
able assumptions. 

In estimating the cost of the ITGBL method, we con­
sidered the single-factor rate adjusted to riefleet any 
allowable increases for cha.;ges in carrier is'costs. ' 

In estimating administrative costs for both the DPM 
and the ITGBL method of shipping, we generally considered 
personnel costs at the installation transportation 
offices up through the working supervisbrs. We did npt 
include a factor for possible increased costs bf awarding 
any additional pack-and-crate cphtracts that would be 
required as a result of an increase in the volume of ship­
ments moving by DPM. Even though such art increase in DPM 
volume could necessitate the award of contracts to aiddi-
tional contractors each time bids are solicited, suph 
additional costs would be relatively insignificant when 
distributed over the increased volume of traffic and 
would occur only once each year. 

Also we did not include a cost factor for MTMC 
headquarters administration of the ITGBL shipment program. 
Although headquarters personnel presently expend sub­
stantially more administrative effort on the ITGBL method 
of shipment than on the DPM, we believe that, if DPM Were 
selected as the principal method of shipment, more 
attention woUld be directed to this method. 

On the basis of cost figures developed under the 
foregoing assumptions, we concluded that, had DPM been used 
as the sole method of shipping, the costs to the Govern­
ment would have been less than the costs incurred under 
the ITGBL method on the large majority bf the traffic 
channels studied. 

Following are examples showing the estimated cost of 
shipping 100 pounds of household gopds under the two 
methods and the potential savings by using DPM. 



stimated cost to 
the Government 
ITGBL 

$43.65 
43.65 

41.55 
41.55 

30.60 
30.60 

DPM 

$37.25 
32.24 

30.82 
30.10 

26.50 
26.01 

Potential 
savings 

using DPM 

$ 6.40 
11.41 

10.73 
11.45 

4.10 
4.59 : 

Potential 
savings as 
perceht as 
ITGBL cost 

14.7 
26.1 

25.8 
27.6 

13.4 
15.0 

Seckenheim, Germany, to 
Cameron Station, Va.: 

Door to pier 
Door to door 

San Antonio, Texas, to 
Mildenhall Air Base, 
United Kingdom 

Door to pier 
Door to door 

Naval Supply Center, 
Oakland, California, 

to Honolulu, Hawaii: 
Door to pier 
Door to door 

Note: Door-to-pier shipments are stuffed into seavans at the origin 
instal lat ion, unstuffed at the port of debarkation, and trans­
ported to destination by rai l or motor carriers. Door-to-door 
shipments are stuffed into seavans at the origin instal lat ion 
and unstuffed at the destination instal lat ion. 

On s e v e r a l of the channels we rev iewed, the ITGBL method 
was l e s s c o s t l y than the DPM. For example, on t h e t r a f f i c 
from Hawaii t o Cameron S t a t i o n , the e s t i m a t e d DPM r a t e f o r 
100 pounds o f household goods was $ 4 4 . 0 4 , compared w i t h airi 
ITGBL r a t e o f $ 3 8 . 5 7 , a d i f f e r e n c e o f $ 5 . 4 7 . 

A d e t a i l e d a n a l y s i s o f t h e comparative c o s t s for a l l 
the channe l s covered by our r e v i e w , broken down by the 
v a r i o u s c o s t e l e m e n t s , i s inc luded as appendix I . A 
n a r r a t i v e s e t t i n g f o r t h the bases for computing each 
c o s t e lement i s inc luded as appendix I I . 

To f u r t h e r e v a l u a t e the p o t e n t i a l f o r s a v i n g s by 
u s i n g d o o r - t o - d o o r seavan s e r v i c e i n conjunct ion wi th DPM 
moves, we c o l l e c t e d a c t u a l c o s t data on a s e r i e s Of DPM 
shipments moved during 1973. From A p r i l through October 
1973, the Army moved more than 130 household goods and 
baggage shipments from i n s t a l l a t i o n s i n Germany t o the 
J o i n t Persona l Property Shipping O f f i c e (JPPSO), Cameron 
S t a t i o n . Our a n a l y s i s o f 79 shipments weighing 303 ,475 
pounds, o r i g i n a t i n g a t S t u t t g a r t and Seckenheim, Showed 
a c t u a l DPM t r a n s p o r t a t i o n c o s t s t o be about 21 percent below 
what ITGBL c o s t s would have been. In a d d i t i o n t o r e a l i z i n g 
s a v i n g s i n t r a n s p o r t a t i o n c o s t s , the Governmerit r e a l i z e d 
c o n s i d e r a b l e s a v i n g s i n the c o s t of s t o r i n g the household 
goods w h i l e awai t ing d e l i v e r y a t d e s t i n a t i o n . 



Costs under the two methods were as follows: 

ITGBL (estimated) 
DPM 
Savings using DPM 
Percent of savings 

Cost without 
storage 

$149,383 
118,657 
30,726 
21 

Storage costs Total cPsts 

$12,816 
688 

12,128 
95 

$162,199 
119,345 

42/8541 
•'••2.6 '•-: 

The unusually high savings on storage were primarily 
attributable to the fact that, under DPM contracts for 
destination services, storage charges do not begin until the 
sixth day after receipt of the shipment at destinatibri, ' ' 
whereas, under the ITGBL method of shipping, charges begin 
on the day of receipt. Under both methods charges are " 
incurred in 30-day increments, so shipments taat were dej^iv-
ered to the residence on the second thrbugh the fifth deiys 
with no storage charges under the DPM methbd would have ' ' 
incurred a 30-day charge if they were moving under the • 
ITGBL method. 

FORWARDERS' RATES HIGH IN 
RELATION TO ESTIMATED COSTS 

To evaluate the reasonableness of the ITGBL rates, 
we estimated the reasonable costs to the freight forwarder 
industry for providing this service. These costs werie 
developed from March through July 1974 and cover the Scutie 
traffic channels discussed elsewhere in this report. 
We compared the estimated costs of providing transportatiori 
services to the weighted average ITGBL rate in effect ' 
during the March through July period and found that the 
forwarders' profit was more than 10 percent of the esti­
mated cost on 79 percent of the traffic chanricls revibwed 
and more than 15 percent on about 70 percent of the 
channels. (See app. III.) 

These profit margins are higher than those considered 
reasonable by the Interstate Commerce Commission for 
motor carriers. Of the carriers for which the Commission^ ^ 
publishes guidelines, the motor carriers' operatiortsi liibst? 
closely parallel those of the forwarders. Histbrically 
the Commission has considered a profit Of 7 percent of revenue 
(equivalent to 7>i percent of cost) to be reasonable fbr 
motor carriers. 

Forwarders' actual payments to the underlying cari^iers 
and other businesses actually performing services fbr'tlifem 
are not a matter of public record, and we have no authbrity 

vTJ^V 



to audit the forwarders' costs, payments, or intercompany 
settlement accounts. Therefore the cost data we have ' 
used to identify forwarder costs is "constructed" using 
cost figures published or otherwise available to the • 
forwarders as the contractual basis for the services they 
buy. Details concerning the methods we used in devieilô '̂  
ing the various cost elements are described in appendix II. 

NEED FOR MORE COMPETITIVE 
RATE-SETTING PROCEDURE 

Under the procedure for setting ITGBL rateS; for 
household goods shipments (commonly referred to as the 
"me-too" procedure), all pairticipating forwarders submit 
proposed rates to MTMC. Upon determining the low rate 
for each traffic channel, MTMC conveys this informatibri 
to the forwarders and gives them the chancei to match the 
low rates. All forwarders agreeing tp the low rate)s are 
then given the chance to share equally in the available 
business. The carriers submitting the initial low rateis 
are not rewarded, and consequently there is nb inceritivie 
for forwarders to initially submit their lowest possible 
.rates. •' '" •••'̂• 

We believe that introducing more competitibn into 
rate setting would reduce rates and would result in savings 
in transportation costs. This fact is borne out by ' 
recent reductions in ITGBL rates for unaccompanied baggage. 
Before 1973, ITGBL rates for baggage were also set using 
the me-too procedure. In 1973 MTMC started competitiAfb 
rate setting for baggage shipped from five locations in 
the Pacific to CONUS. As a result, ITGBL rates were 
reduced from 20 to 45 percent. We estimate that this 
reduction in rates will result in savings in transpbrtation 
costs of about $1.9 million annually. . , ;̂  

To determine whether similar savings could be realized 
on ITGBL household goods shipments, MTMC introduced cbm-
petitive rate setting on a test basis for hbusehold gbods 
moving between CONUS and Okinawa. The new rates, which 
went into effect January 1, 1975, are an average 19 percent 
lower than the me-too rates they replaced. 

Under the competitive concept employed in the Okinawa 
test, all traffic between Okinawa and low-volume States 
is offered to the low bidder. Traffic between Okiniawa 
and medium-volume States is offered to the three lowest 
bidders and to the five lowest bidders on high-vbliime 
States with the lowest bidders being offered the largest 
percentage of total traffic. 
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COMPARABLE SERVICE UNDER BOTH METHODS 

We attempted to evaluate the quality of service to the 
military members under the two methods of shipping by 
reviewing the transit times and frequency of claims for 
loss and damage. 

We compared transit times for 77 DPM shipments from 
Seckenheim and Stuttgart, Germany, to Cameron Station with 
transit times for 66 ITGBL shipments over the same or 
similar traffic channels during the same period; there 
was little difference. Transit time for the DPM shipments 
averaged 53 days, compared with 51.5 days for the ITGBL 
shipments. 

Our comparison of the frequency of loss and damage 
claims on shipments received at the overseas installations 
included in our rev.iew follow. 

Installations Percent of shipments with claims 
DPM ITGBL 

Seckenheim 18.0 
Kaiserslautern 5.0 
Frankfurt 7.0 
Ramstein Air Base, Germany 17.0 
Wiesbaden Air Base, Germany 29.0 
Mildenhall Air Base 6.0 
Rota, Spain 0.4 
Naples, Italy 4.0 
Hawaii 16.0 

Although relatively fewer DPM shipments involved 
claims, we believe that this may have been attributable 
to the generally smaller size of DPM shipments arid not to 
the method of shipment. 

Inasmuch as the same contractors and carriers handle 
the shipments under both shipping methods, the quality 
of service should be essentially the same under both 
methods, provided that the service requirements now imposed 
on the ITGBL shipping method were to be imposed on the 
DPM method. 

ARGUMENTS FOR RETAINING ITGBL METHOD 

Although the DPM shipping method might seem to be the 
simple and obvious solution, since it is the lowest cost 
method, there are counter arguments to be considered. 

31 
19 
26 
12. 
19. 

7. 
22. 
34. 
29 . 

.0 

.0 

.0 

.0 

.0 
5 
0 
0 
0 

I 



If we were only now evaluating the potential benefits 
of ITGBL and whether a new industry should be createdr no 
harm could be done by eliminating ITGBL. BUt m/»ny of the 
ITGBL forwarders have been in existence for about 20 years 
and many are highly dependent on DOD business. To revert 
to DPM could have the effect of destroying many capable 
businesses. 

Although we believe that there are diseconomies in 
dealing with a large number of ITGBL forwarders, many of 
the individual firms are highly efficient, innovative 
entities that are providing high-quality service. For 
example, some of these forwarders have developed and aire 
using their own specially developed household goods con­
tainers that are highly effective, and they have instituted 
controls over those containers which maximize container 
use. As another example, some forwarders innovated the 
use of flat-bed trucks for long-distance hauling of 
containers i the United States, which provided faster, 
more flexible service to and from posts. To discontinue 
the services of these forwarders now would deny tb DOD 
the benefits of the forwarders' effective and innovative 
management. 

The creation of this new industry has had benefits 
outside DOD. Many of the forwarders, building on their 
DOD base, have developed commercial accounts and are 
providing these accounts through services which are not 
otherwise available. Also the forwarders, through their 
development of the through-container concept, have won 
authority from the Interstate Commerce Commission to 
furnish containerized household goods service in domestic 
commerce. 

Thus DOD has provided the stimulus for the development 
of commercial services which have been recognized by 
individuals, businesses, and the regulatory agency as 
useful and needed services. 

Also it is the Government's general policy to rely 
on the private enterprise system to supply its needs. 
The Senate Committee on Appropriations, in Report No. 
93-617, December 12, 1973, reporting on the Department 
of Defense Appropriations Bill for 1974, expressed this 
policy with respect to the use of forwarders for the 
management of DOD household goods. 

To revert to the DPM method could have an adverse 
effect on the present DOD program to increase its combat 
personnel by reducing its support personnel. Although 
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our comparisons showed that the DPM cost per shipment 
was generally lower than ITGBL, there is no doubt that 
moving the bulk of DOD's household goods by DPM would 
require some military or civilian staff increases, bbth 
in the United States and in the overseas area. To the extent 
that forwarder services obviate the need for DOD staff 
increases, the objective of increasing the numbers of 
combat personnel is served. 

For the above reasons, as well as the convenience 
the ITGBL method offers, it is doubtful that DOD would 
favor a return to DPM as the primary method for shipping 
its overseas household goods. 

If the ITGBL system is retained, however, DOD shpuld 
seek to strengthen its management Of the system to inSUre 
that DOD is receiving quality service at reasonable costs 
with fair and reasonable compensation to the firms hixfed 
to manage shipments. 

INTRODUCING THE ITGBL METHOD 
CREATED NEW MANAGEMENT PROBLEMS . I 

The ITGBL forwarder industry was literally created 
by DOD in the 1950s. The concept was designed to turn 
the management of overseas household goods Shipments over 
to a forwarder so that DOD managers would issue bnly a 
single bill of lading, make the origin and destiriatiori 
arrangement with the forwarders, and the forwairder wpuld 
handle everything in between. As we uriderstand the 
historical development, DOD made some experimental ; 
shipments, concluded they were successful, and authorized ' 
the use of the forwarders. DOD made no cost or economic 
impact analyses and no formal studies. ! 

Given DOD authorization, the ITGBL forwarder industry 
mushroomed overnight and about 100 forwarders appearbd; bn 
the scene. Virtually 100 percent of their business was 
DOD business, and even at present, DOD business constitutes 
the largest share of their business. 

Whatever DOD management functions the ITGBL concept 
may have reduced, the introduction of a wide range of 
forwarders of varying competence created a whole new 
range of management problems for DOD. Transportatibn 
officers found that forwarder representatives, competing 
for business, were changing their rates on a daily arid 
sometimes an hourly basis. Rates varied radically frbjin and to 
military bases in close proximity to one another. Special 
common carrier rates for the Government were not avaiiable 
to the forwarders. Quality of service standards were 

11 

i. 



lacking. Standards of forwarder financial responsibility 
had not been established, and some of the forwarders went 
bankrupt or simply disappeared. 

DOD had to step in and assume the role of regulatbrv 
It established rate-filing rules and regulations; centralized^ 
and computerized rate filing; a worldwide distribution 
system; a forwarder rotation system at each post,^camp, 
base, or station for awarding shipments to forwarders; 
controls to detect and prevent a single forwarder frpm 
obtaining more than its fair share of the business by 
operating under different company names; limitations on 
the number of forwarders that cOUld service a single base; 
quality control standards; a system of terminating unsatis­
factory forwarders; and appeal and reinstatement procedure^. 

In short, instead of using what appeared to be a Simplf, 
single bill-of-lading substitute for the DPM system, DOD 
actually had to develop a costly and sophisticated manage­
ment system to control and manage the new industry it h^d 
created. DOD had to maintain its own traffic management 
organization for military reasons and was now paying 
(through the rate structure) costs of managing the flioVe-
ment of household goods which its own traffic managets 
had previously handled. 

DOD officials told us that they preferred to have the 
ITGBL method continued as the principal method of shippirigf 
DOD household goods between CONUS and overseas areas, but 
they believe that the competitive rate-̂ setting methods 
used in the Okinawa test should be expanded to prodube more 
favorable ITGBL rates. They believe also that DPM 
should be continued to service those areas where ITGBL 
service is not available and to provide a form of com^ 
petition in instances where ITGBL rates still appear 
unreasonably high. 

AGENCY COMMENTS 

The Acting Assistant Secretary of Defense (Installations 
and Logistics), in responding to our preliminary report, 
said that DOD concurred in our report. (See app. IV.) 

HOUSEHOLD GOODS FORWARDERS ASSOCIATION 
OF AMERICA, INC., COMMENTS AND OUR EVALUATION 

Although association officials agreed with our con­
clusion that some modification to present MTMC rate-filing 
procedures is required to insure that ITGBL rates arb 
reasonable, they did not agree with certain assumptions 
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upon which they felt our cost analyses were based. They 
took the position that the diseconomies which GAO found 
to exist in using the two competing modes of transpoi:t> 
namely, ITGBL and DPM, could be eliminated with the ITGBL • 
method as the continuing method operating with the restî airits 
of reasonable rates determined by an independent regu^ 
latory agency. 

The assumptions that the association took issue with. .•' 
and our comments are discussed below. 

1. Assumption—The channels and installations studied,; 
were representative of total ITGBL traffic. The asspcî t:ipn 
took the position that channels studied were high-derî ity-̂ , 
traffic channels and did not represent a fair basis fbr ,• 
costing out the system. :[ 

Our comments—We at no time assumed the channels i 
selected for review to be typical of the entire ITGBL 
system; however, we do believe them to be typical o^ the 
high-density channels over which the bulk of inter­
national household goods traffic is moved. StatistiGS. 
show that most household goods shipments move between, 
major installations and not between Out-of-the-way places,; 

2. Assumption—Shippers could take advantage of 
lower truckload rates for transportation between instal-̂  
lations and ports, and the equivalent of 10 type^II bbn-
tainers could be loaded into a 40-foot seavan. The 
association expressed the opinion that it was not ppssible;> 
to hold traffic long enough to permit the loading, bf the 
equivalent of 10 type-II containers into a Seavan for 
movement from one origin to one destination and still 
meet the required delivery date imposed by installation 
transportation offices. 

Our comments—With respect to obtaining truckload 
rates, if all traffic moving over the channels reviewpd 
were shipped under the control of the Government (by DPM)i 
rather than being distributed between more than 60 ITGBL-
carriers, we believe that all shipments could move at 
rates available for truckloads. In fact, local agents 
told us that, even under the ITGBL system, truckloaid' 
rates were generally obtained. 

As for loading the equivalent of 10 type-II containers 
in seavans for shipment from origin to destination, thb 
volume of traffic over the channels reviewed is Sufficpnt; 
to peinnit this practice during most of the year. HpWever, 
on the chance that traffic during the slack season wbuld 
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be insufficient to permit such "door to door" use of 
seavans, we also estimated the cost if seavans were 
used from origin to destination port (door to pier). We 
found that DPM was generally still cost favorable. (See 
app. I.) 

Concerning our estimate of ITGBL carriers' posts, we 
assumed that seavans would be used only for the ocean 
transportation (pier to pier). Under this assumption, 
there is little doubt that maximum Utilization could be 
achieved. 

In addition to challenging our assumptions, the 
association said that our cost analyses did riot reflect 
taxes paid by ITGBL carriers. This is true. During pur 
review we concluded that we would not recommend adppting 
DPM as the sole method of shipment of hpusehbld goods. 
Therefore we did not perform the substantial work required 
to estimate taxes paid by the many different ITGBL carriers, 
However, the only taxes involved would be those paid by 
the fozrwarders themselves, since there would be little 
change in the incomes or taxes paid by the contractors 
actually providing the underlying services. Furthermoxe, 
the criterion we used for measuring the reasonableness of 
the forwarders' profit (rates)—•motor carrier profit rates 
allowed by the Interstate Commerce Commission—was prior 
to taxes paid. 

In addition, association officials took issue with 
our reference to the conclusion reached during earlier 
studies that DPM was cost favorable. With regard to our 
1969 report, they stated that a substantial pbrtion of 
the potential savings estimated from the use pf DPM; 
came from the use of Vessels presently in the Maritime 
Administration's "laid-up fleet" in competitibn with the 
American merchant marine. This simply is not the case. 
As stated on page 49 of the 1969 report, in estimating 
the cost of moving household goods by DPM, we considered 
only the use of regular commercial transportation services. 

Association officials questioned the conclusions 
reached in the Department of Deferise 1972 report. We 
did not review this report in detail, and therefore We 
placed no reliance on it in this report. We cited it 
only to show the basis for DOD's return to using DPM. 

Association officials also suggested that the sharp 
reduction in rates (20 to 45 percent) in 1973 for transport­
ing military unaccompanied baggage from selected locations 
in the Pacific to CONUS may have been attributable to the 
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fact that 18, instead of 11, carriers were allowed to participate 
in the traffic rather than to the introduction of competitive 
rate-setting procedures. In response to this suggestion, we 
can only point out that the me-too rate-setting procedure 
employed for all ITGBL baggage shipments before 1973, and 
still employed for virtually all ITGBL household goods ship­
ments, are, in our opinion, not stimulating sufficient com­
petition. In short, the low bidder is not rewarded and all 
participants are aware of the fact that they will be allowed 
to match the low bid and share equally in the traffic. Con­
sequently, regardless of whether there are 11 participants or 
18, there is no incentive to bid low. In contrast, under the 
competitive-bidding procedures used for baggage, the low bidde;3|: 
is rewarded in that it is given all the traffic it can 
handle, thus providing an incentive to bid as low as is 
feasible. 

Association officials further stated that our estimate 
of $1.9 million savings resulting from competitive rates 
for baggage was based on the estimated quantity of baggage 
traffic to be moved and that this quantity did not materialize; 
so our estimate was not supported. There must have been some 
misunderstanding on this point. Our estimate of savings was 
based on MTMC's computation of $950,000, the actual savingis 
realized during the 6-month period ended March 31, 1973. 
Although the $1.9 million arrived at by annualizing the 6-month 
actual savingr is not exact, this estimate is reasonable. 

Finally, association officials imply that reduced ITGBL 
rates resulting from competitive rate-setting procedures 
employed in the Okinawa test are noncompensatory. They 
support this contention by pointing out that all four of the 
original low bidders in the first phase of the trial peribd 
withdrew from that phase because their rates were rioncbrnpen-
satory. 

Although it is true that several carriers did cancel 
selected rates covering shipments moving over west coast ports.,, 
these cancellations were due to a dispute with MTMC Over whether 
they should be allowed to "pass through" increases in ocean 
tariffs which were known before the bid opening and took 
effect between the date of bid opening and the effective 
date of the bid ITGBL rates. We do not believe that this 
dispute over a contract technicality demonstrates that com­
petitive rates are by nature noncompensatory or that the 
viability of the household goods forwarder industry is 
endangered. We observed that the number of responsive bids 
received for the third phase of the test period were Still 
an average 10 percent lower than the me^tob rates in effect 
before the beginning of the trial in spite of a year's 
inflation. 
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Household Goods Forwarders Association comments are in-T 
eluded as appendix V. 

CONCLUSIONS 

Good arguments can be made for continuing to use both i 
systems. However, if the ITGBL shipping method is to be 
continued as the principal method, we believe that action 
should be taken to bring ITGBL rates more in line with thp ' 
reasonable cost of providing the services. This can bbst 
be done by introducing more competitipn intp the rate-̂ Bblttirig: 
procedures. 

We further believe that the Secretary of Defense shpuld 
require MTMC, by June 1977, to evaluate and report bri the 
progress made in bringing about effective competition. 
This report should include a comparative cost analysis 
of the type contained in the appendixes to this re|̂ prt* 
If efforts to improve competition are not successful, 
DOD should require auditable cost and pricing data to 
support the forwarders' rate proposals so as to permit a 
determination that such rates are not excessive but aire at 
a level to return carriers' costs and reasonable profits 

If reasonable rates are not attainable through such 
modification of the DOD rate-setting procedures, DOD tnaiy haye 
to revert to DPM, or statutory regulation of the forwarder' '' 
industry may be required to achieve that objective. 

Regardless of the results of negotiations with the 
forwarders, it will be necessary to retain DPM of shipping as 
a competitive hedge for use in those areas in which ITGBL 
service is not available and for those instances where:, 
because of the size of shipments or other circumstances, the 
ITGBL method is not economically feasible. 
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COMPARISON OF COST OF SHIPPING HOUSEHOLD GOODS OWPER ITGBL METHOD AMD DPM FOR FY 1973 

(costs and rates pet 100 pounds net weight) 

Between JPPSO Cameron Station 
and SecKenhalm 

Door to pier 

Bet"ien JPPSO Caoeron Station 
and Kaiaeislautern 

Origin service 

Container 

Line-haul to port 

Port handling 

Outbound Inbound 

fl2.86 $10.73 

S.41 4.31 

Poor to door 
Outbound Inbound 

$12.86 $10.73 

5.41 4.31 

Oooi CO pier 
Outbouni Inbound 

$12.86 $10.47 

5.50 4.16 

Door to door 
Outbound InboonS Outbound InbouM 

Between JPPSO Canezon Station 
and Frankfurt 

Door topler Poor to door 
Outbound T.fi.>«iiSg 

$12.86 $10.47 

5.SO 4.16 

$12.86 $11.12 

5.45 3.96 

1.07 2.01 1.07 2.01 1.0. 2.02 1.07 2.02 1.07 1.62 

$12.86 $11.12 

5.45 J.96 

l.a7 1.62 

M 

a 
M 

Ocean 
t r a n s p o r t a t i o n 

Por t h a n d l i n g 

L ine -hau l t o 
d e s t i n a t i o n 

O e a t i n a t i o n 
M r v i c e s 

A d u d n i s t r a t i v e 

Cla ina 

T o t a l OPM 

ITGBL r a t e 

A d m i n i s t r a t i v e 

Tota l ITGBL 

ITGBL o v e r or 
. l i n ^ r .{-) DPM 

Pisreent o v e r or 
under ( - ) e x -

.presa<;d as;,per-
r c m i : x>t: -XifS^t CO 

' • • : : - - • - - . 

8 . 9 0 

1 .95 

4 . 0 5 

4 . 2 6 

. 6 2 

. 1 6 

$ 3 9 . 2 8 

$ 4 2 . 5 9 

. 6 0 

$43 .10 

$ 3 .82 

lat 3 8>,9 

8 .25 

3 .82 

2 .25 

5 .12 

. 6 0 

.16 

$37 .25 

$43.26 

.39 

$43.65 

$ 6 . 4 0 

.14.7 

8 . 9 0 

-

2 . 4 7 

4 . 2 6 

. 6 0 

. 16 

$ 3 5 . 7 3 

$ 4 2 . 5 0 

. 6 0 

$ 4 3 . 1 0 

$ 7 . 3 7 

-.--

yyi^r^V;: 

8 . 2 5 

- • 

1 .06 

5 . 1 2 

. . 6 0 

. 1 6 

$32 .24 

$43v26 

. 3 9 

$ 4 3 . 6 5 

$ 1 1 . 4 1 

;:"-26/-l 

8 .90 

1 .95 

3 . 8 7 

4 . 0 2 

. 7 3 

.16 

$39 .06 

$42vSa 

.66 

$43 .16 

$ 4-10 

• ;^?A5i^ 

8 . 2 5 

3 . 8 2 

2 . 2 5 

5 . 1 2 

. 8 4 

. 16 

$ 3 7 . 6 9 

$ 4 3 v 6 9 

. 4 3 

$ 4 4 . 1 2 

$ 7 i 0 3 

.. ^,: . 

j : ^ . ^ I t f e 

8 .90 

-

2 . 4 2 

4 .02 

•'•71.. 

. 16 

$35 ,64 

$ 4 2 . 5 0 

. 66 

$43 .16 

$ 7 . 5 2 

• 

pyyM:^\-. 

" ^ r •^~^"."is"^T-'"^= 

8 . 2 5 

-

1 .06 

5-12 
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. 1 6 
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$43v69 

. 4 3 
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$ 1 2 . 0 4 

- . • - . -

:: -V?'';?: 

8 . 9 0 

1 .95 
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Between JPPSO Caaeron Station 
and RaiTBSteln . 

Door to pier Door to door 
Outbound InbounJ Outbound InbounJ 

Origin service 

Container 

Line-haul to port 

Port handling 

Ocean 
transportation 

Port handling 

Line-haul to 
destination 

Destination 
service 

Adalnistrative 

ClaiM 

Total OPM 

'lTG8L,.rat« • •:•;•"• 

Malhistrativs 

Total XTGBL V 

ZTG8L over or ^ 
under (-) OPM 

$12.86 $11.16 

5.52 4.50 

1.07 

8.90 

1.95 

4.99 

4.65 

.66 

;i6 

2.02 

8.25 

3.82 

2.25 

5.12 

.48 

.16 

$42^50 $43.69 

: .59 .36 

$43.09 $44.05 

$ 2.33 $ 6.29 

Percent .over or 
uhilex (-) ex-
pz«aaed iw percent 
of ZTGBL-dost 5.4 14.3 

$12.86 $11.16 

5.52 4.50 

1.07 

8.90 

2.42 

4.65 

.16 

2.02 

8.25 

1.06 

5.12 

.48 

.16 

$40;76 $37.76 $36.22 $32.75 

$42.50 $43; 69 

•59 .36 

$43.09 $44.05 

$ 6.87 $11.30 

15.9 -25.7 

Between JPPSO Caneron Station 
and Wiesbaden 

Door to pier Door tojSoor 
Outbound Inbound Outbound Inbound 

$12.86 $11.45 

5.51 4.28 

1.07 1.62 

8.90 8.25 

1.95 3.82 

4.06 2.25 

f'91 

.65 

.16 

5;12 

.65 

.16 

$40;07 $37.60 

$42.50 $43.34 

.73 .40 

$43.23 $43.74 

$ 3.16 $ 6.14 

7.3 14.0 

$12.86 $11;45 

5.51 4.28 

i!;07 1.62 

8.90 

2,13 

4.91 

.63 

.16 

8.25 

1;06 

5.12 

.65 

.16 

$36.17 $32.59 

$42VS0 $43V34 

V73 .40 

$43.23 $43.74 

$ 7.06 $11.15 

:i6v3 :ii5;5 

Between JPPSO Cameron Station 
and Mildenhall 

Door to pier ~~ Poor to door 
Outbound Inbouri? Outbound InbouinJ 

$12.86 S 9.91 

5.42 3.07 

.92 .95 

9.71 

.68 

1.89 

4;08 

.60 

.16 

9.96 

3.84 

2.25 

5U2 

>16 

$36; 312 $35.69 

$3»i;68 $ M ; 2 4 : 

;<4 .39 

$40.32 $38;63 

$ 4,00 $ 2.94 

y 9 . . 9 . - . . : •.7.6̂  

$12.86 

5.42 

.92 

9.71 

.96 

4.68 

-'•;•' - 5 8 ^ 

.16 

$ 9.91 

3.07 

.95 

9.96 

1.00 

5.12 

.16 

$34.69 $30.60 

$39;CI8 $38l24 

• '̂  ,64; - ' •":.39^ 

$40,32 $38.63 

$ 5.63 $ 8.03 

14.0 20.8 
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Origin service 

Containa-

Line-haul to port 

Port handling 

Ocean 
transportation 

Port handling 

Lino-haul to 
destination 

OestinatioD 
service 

AdiOnlstratlve 

Claln 

Total OPM 

ZTGBL rate 

Adaiaistrative 

: Total ITGBL 

ITGBL over or 
iihder (-) DPM 

Between JPPSO 
and 

aooor to pier 
Outbound Inbound 

$12.86 $ 9.56 

5.65 3.72 

2.97 

-

• -

-

2.97 

2.80 5.12 

.50 .39 

.16 .16 

$24.94 $21.92 

$26.19 $27.67 

.63 .35 

$26.82 $28.02 

$ 1.88 $ 6.10 

Cameron Station 
Rota 

Door to door 
Outbound Inbound 

-

- • 

- • 

-

-

-

-

-

-

-

-

• • - • - • • ; . . ' . " - — . " > . ' 

•, - y -. _v ;.. 

- .. 

.... ... .-...-- ... ..-
• • . - - . . : . . . - • 

Between JPPSO Cameron Station 
and Naples 

Door to pier 
Outbound Inbound 

$12.86 $ 8.36 

5.65 3.19 

1.05 .79 

-

19.22 18.90 

1.47 3.88 

.75 2.25 

3.57 5.12 

.56 .39 

.16 .16 

$45.29 $43.04 

•-: $42.68 $41.20 

.62 .33 

$43.30 $41,53 

$-1.99 $-1.51 

Door to door 
Outbound Inbound 

$12.86 $ 8.36 

5.65 3.19 

1.05 .79 

-

19.22 18.90 

-

.82 1.26 

3,57 5.12 

;56 .39 

.16 ;16 

$43;89 $38:i7 

$42;68 $41.20 

.62 .33 

$43.30 $41.53 

$-0.59 $ 3.36 

Between JPPSO Cameron Station 
and JPPSO Hawaii 

°0oor to pier 
Outbound Inbound 

$12.86 $ 8.80 

5.54 4.81 

11.89 

2.83 

9.50 10.88 

1.62 

11.89 

4.75 5.12 

.93 .76 

.16 .16 

$48.4< $44^04 

$39.14 $37.79 

.97 .78 

$ « a i $38.57 

$-8.35 $-5.47 

Poor to door 
Outbound Inbound 

-

-

-

-

-

-

-

-

-

.. -. 

" • • - . - • 

. " . : " • . ' - : • • L - • - ; • 

• ' • : - • • • - - ' - : • • • . 

-

• " . . — . . — 

is 
n ss o 
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Peroant over or 
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pressed,as^percent 
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Between JPPSO San Antonio 
and Seckenheim 

Between JPPSO San Antonio 
and Kaiserslautern 

Between JPPSO San Antonio 
and Frankfurt 

ro 
o 

Origin service 

Container 

Line-haul to port 

Port handling 

Ocean 
transportation 

Port handling 

Line-haul to 
destination 

Pastinatlon 
s4rvica 

Administrative 

Claims 

Total OPM cost 

ITGBL rate 

iMUnls t ra t lve 

Total ITO^L 

ITGBL ovar or 
. under (-) OPM 

Door to pier 
Outbound Inbound 

$ 4.95 $10.73 

3.09 4.35 

3.74 2.10 

Door to door 
Outbound Inbound 

$ 4.95 $10.73 

3.09 4.35 

3.74 2.10 

Door to pier 
Outbound Inbound 

$ 4.95 $10.47 

3.24 4.25 

3.74 1.83 

Poor to door 
Outbound Inbound 

$ 4.95 

3.24 

3.74 

$10.47 

4.25 

1.83 

Poor to pier 
Outbound Inbound 

$ 4.95 $11.12 

3.16 4.03 

3.74 1,59 

Poor to door 
Outbound Inbound 

$ 4.95 $11.12 

3.16 4.03 

3.74 1.59 

11.06 

2.14 

4.05 

4.26 

.35 

.16 

11.42 

7.17 

2.09 

1.93 

.35 

.16 

$33.80 $40.30 

$43.51 $45.66 

.43 .32 

$43.94 $45.98 

$10.14 $ 5.68 

Percieht over or 
bonder (-) ex­
pressed, as percent 
of ITGBL cost 23.1 12.4 

11.06 11.42 

2.73 

4.26 

.35 

.16 

3.10 

1.93 

.35 

.16 

$30.34 $34;14 

$43v51 $45;66 

.43 :' ,32 

$43.94 $45.98 

$13.60 $11.84 

31.0 25.8 

11.06 

2.14 

3.87 

4.02 

.46 

.16 

11.42 

7.17 

2.09 

1.93 

.59 

.16 

$33.64 $39.91 

$43.51 $45,87 

.49 .36 

$4<l.00 $46.23 

$10.36 $ 6.32 

23.5 13.7 

11.06 

2.09 

4.02 

.46 

.16 

32.5 

11.42 

3.10 

S29.72 $33.75 

$43.51 $45;87 

$44.00 $46.23 

$14.28 $12,48 

27, 0 

11.06 

2.14 

3.44 

4.73 

.41 

.16 

11.42 

7.17 

2.09 

1.93 

.47 

.16 

S33.79 $39.98 

$43.51 $45.66 

,46 .34 

$43.97 S46.00 

$10.18 $ 6.02 

23.2 13.1 

11.06 11.42 

1.77 

4.73 

.41 

.16 

3.10 

1.93 

.47 

.16 

$29,98 S33.82 

$43.51 $45.66 

... . ,46 .34 

$43.97 $46.00 

$13.99 $12.18 

31 .8 26.5 
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Between JPPSO San Antonio 
and Ramstein 

Door to door 

Origin service 

Container 

Line-haul to port 

Port handling 

Ocean 
transportation 

Port handling 

Line-haul to 
destination 

>̂  Destination 
•̂  aarviee 

Administrative 

Claims 

Total DPM cost 

ITGBL ratis 

Administrative 
-.cost . • . 

Total ITGBL 

'ITGBL over or 
under (-) DPM 

Door to pter 
Outbound InbounS 

$ 4.95 $11.16 

3.26 4.61 

Between JPPSO and San Antonio 
and Wiesbctea 

3.74 

11.06 

2.14 

4,99 

4.65 

.39 

.16 

$35.34 

1.83 

11.42 

7.17 

2.09 

1;93 

.23 

.16 

; A 0 ; 6 0 

$43.51 $45.66 

.42 .29 

$43.93 $45.95 

$ 8.59 $ 5.35 

fgrcent-over or 
." .,uniter.:(-i ex ­

pressed: as ; iieroenit 
^>of.,lTGBL icost, 'Ji ;i9>i . - l i ;6 

Outbound inbouiiS 

$ 4.95 $11.16 

3.26 4.61 

3.74 1.83 

11.06 11.42 

2.09 3.10 

Door to pier 
Outbound Inbound 

$ 4.95 $11.45 

3.26 4.37 

3.74 1.59 

11.06 11.42 

2.14 7.17 

4.06 2.09 

4.65 

.39 

.16 

1.93 

.23 

.16 

S30.30 $34.44 

$43.51 $45.66 

.42 ,29 

S43.93 $45.95 

$13.63 $11.51 

31.0 25,0 

4.91 

.38 

.16 

1.93 

.40 

.16 

$34.66 $40 .58 

$43.51 $45.66 

.56 .33 

$44.07 $45.99 

$ 9,41 $ 5 .41 

^2iv4 J a w e 

Door to door 
Outbound Inbound 

$ 4.95 $11,45 

3.26 4,37 

3.74 1.59 

11.06 11.42 

1.77 

4.91 

.38 

.16 

3.10 

1.93 

.40 

.16 

$30;23 $34.42 

$43.51 $45;66 

.56 .33 

$44.07 $45.99 

$13,84 $ 1 1 ; 57 

E31;4„ 25;^; 

Between JPPSO San Antonio 
and Mildenhall 

Door to pier Door te door 
Outbound Inbound Outbound Inbound 

•d 

S 
H 
X 
M 

$ 4.95 $ 9 .91 

3.11 3.12 

5.21 1.11 

10.31 12.16 

.78 7,21 

$ 4.95 $ 9 .91 

3.11 3.12 

5 .21 1.11 

10.31 12.16 

1.89 2.09 1.95 5.52 

4.08 

•33 

.16 

1.93 

.18 

.16 

4.08 

.33 

.16 

1.93 

.18 

.16 

$30;82 $37; 87 

$41;08 $39;9i 

.47 .32 

$41.55 $40.23 

$10 .73 $ 2.36 

$30; 10 $34.09 

r$«l;08 $39.91 

.47 .32 

$41.55 ,$40.23 

$ U ; « 5 $ 6^14 

•25.:ti 5 , 9 .^27,^ ^ 5 i l l •d n 
i 

li 
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Between JPPSO San Antonio 
and Rota 

•Door to pier Door to door 

IO 
IO 

Outbound 

Origin service $ 4.95 

Container 3.47 

Line-haul to port 5.91 

Port handling 

Ocean 
transportatian 

Port handling 

Line-haul to 
destination 

Destination . 
service 2.80 

Administrative .•23 

Claims .16 

Tbtal OPM coat $17;52 

I T O L rate $28.79 

Administrative .46 

Total ITGBL $29.25 

'"• JVXL ovmt or ' 
-under {-) DPM $11.73 

Inbound 

$ 9.56 

3.89 

-

-

-

-

5.91 

1.93 

.14 

.16 

$21.59 

$29.74 

.18 

$29.92 

• : . • ; - - • . - : 

$ 8.33 

Outbound Inbound 

Peroant-over or 
under.Jr), ex­
pressed as percent . 
of :iT»L-e68t" "-40.1 27.8 

Between JPPSO San Antonio 
and Maples 

Door to pier 
Outbound Inbound 

$ 4.95 $ B.36 

3.47 3.39 

2.09 .86 

6.20 

20.16 19.80 

6.93 

Door to door 
Outbound Inbound 

$ 4.95 S 8.36 

3.47 3.39 

5.21 .86 

20.16 19.80 

1.52 

.87 

3.57 

.29 

.16 

2.09 

1.93 

.14 

;li5 

.75 

3.57 

.29 

,16 

$41,76 $43.66. 

$42,70 $45.92' 

,45 .26 

$43.15 $46.18 

$42.70 

.45 

$43.15 

3.2 5.5 7.1 

5.14 

1.93 

.14 

,1* 

$40.08 $39.78 

$45,92 

.26 

$4i^;i8 

$ 1.39 $ 2.52 • $ 3.07 $ 6.40 

13.9 

Between JPPSO San Antonio 
and JPPSO Hawaii 

ppoor to pier" Door to door 

> 
•d 
»d w z o 
M 

X Outbound 

S 4.95 

3.29 

8.20 

2.83 

9.50 

.. 

Inbound 

$ 8.BO 

4.96 

-

/ 

10.88 

1.62 

Outbound Inbound 

4.75 

.66 

;16 

8.20 

1.93 

-5.1 

:- .16 
- • - „ . • 

$34.34 

$32.64 

;80 

$33;44 

$37.08 

$34,19 

;71 

$34.90 

$-0.90 $-2,18 

-2.7 -6.2 
s 
»d W Ẑ  
o 
H 

X 



IO 
ut 

Between NSC (note c) Oakland 
and JPPSO Hawaii 

Between NSC (note <;/ Oakliuid 
and Rota 

Door to pier Poor to door Door to pier Poor to door Door to pier Poor to door 
.tbound Inibounfl Outbound Iclound Outbotind Inbound* Outbound Inbound Outbound Inbound" Outbound Inbound 

Between NSC (note c) Oakland 
and Naples 

Poor to pier 

Origin service 

Container 

Line-haul to port 

Port handling 

Ocean 
transportatian 

Port handling 

Lin'«-haul to 
'lestination 

Pectination 
service 

Administration 

Claims 

Total OPM 

ITGBL rate 

Administrative 

Total ITGBL 

iTiSBL o v e r o r 
imder ( - ) OPM 

Ou|̂  

$ 6.88 $ 8.80 

4.07 4.75 

9.50 

.49 

4.75 

.65 

.16 

10.88 

1.62 

3.83 

.85 

.16 

$26.50 $30.89 

$3(>.q4 $29,89 

.56 .86 

$30.60 $30.75 

$ 4.10 $-0.14 

Percent over or 
under (-) ex­
pressed as percent 
of ITGBL cost 13.4 

$ 6.88 $ 6.80 

4.07 4.75 

9.50 10.88 

4.75 

.65 

.16 

3.83 

.85 

.16 

$26.01 $29.27 

$30.04 $29.89 

.56 .86 

$30.60 $30.75 

$ 4.59 $ 1.48 

15.0 4.8 

$ 6.88 $ 9.56 

4.19 3.68 

11.36 

2.80 

.22 

.16 

11.56 

3.83 

.48 

.16 

$25.81 $29.27 

$31.19 $30.94 

.22 ,43 

$31.41 $31.37 

$ 5.60 $ 2.10 

17.8 6.7 

Outbound 

$ 6.88 

4.19 

9.16 

5.95 

20.16 

., 

Inbound" 

$ 8.36 

3.15 

.86 

-

19.80 

6.93 

9.16 

3.57 

.28 

.16 

$50.35 

$48.40 

.21 

$48.61 

3.83 

.48 

.16 

$52.73 

$47.02 

.41 

$47,43 

$-1.74 $-5,30 

3.6 11:2 

> 
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Î ITCTL t r a f f i c to and:from Rota moves via Code S under which the Government provides port handling:and ocean transportat ion; 
DPM cost figures are based upon pier-toi-door outbound and door-rto-pler inbound, poor-to-dooir serv ice was not a v a i l a b l e . 
Naval Supply.Center.-:.•7''..:'-; .-.-^•;';.--:.-.: • • ^?:..;- -•••:•. v.'••• 

note 1: Dpor-to-pier shipments stuffed into seavans. a t , o r i g i n i n s t a l l a t i o n , , u n s t u f f e d at port-of .debarkation, and 
tcanspoctea to destination by ca l l ô c so to t c a c c i e c s . Pooi-tordooc shipments stuffed into ruavans at . or ig in 
i n s ^ n a t l p n , ana.unstufted at destine^ 

Note 2: ..The DPH cost-Shown in this appendix ia based on the assumption t h a t . a l l ITGBL t r a f f i c aoving in the t r a f f i c 
cbahnela-ceviewed would be diverted to OPM and move in truckload quant i t i es with a l l seavans being s tuf fed 
with^the equivalent of 10 type-II household goods containers . (See p. 4 . ) 
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APPENDIX II APPENDIX II 

The useful life of containers was assumed to be three mO|yes. 

Claims—The added cost to the Government for claims on 
DPM shipments was considered to be that portion of totall ' 
claims on ITGBL Shipments paid by the forwarders. In 
responding to our earlier report, the forwarding ind̂ ustry 
estimated that its cost of claims averaged $6.87 foir eiadJl | 
shipment, or about 16 cents per net hundred pounds on 'an ii 
average 4,200-pound shipment. 

Government administrative cost—Administrative costs 
to the Government were estimated on the hasis of thje spe^ 
administrative functions required under lihe two methpds O ; 
shipment. To save time and audit work, V^egeneraliiydey^ 
oped costs on only those administrative functions pjebuliaĵ ^̂  !; 
to the specific method of shipment. 

Forwarders * overhead costsr-Wheri reSpondinq to d}iky. ^;j: iv 
earlier report, the forwarding industry Said, that 'itS;ip|y^ '; 
head costs averaged $97.41 for each shipment. By adgustiiri^; ; 
this figure in accordance with changes to the cbnsiiuiBr; price^ 
index we estimated that current overhead costs wbuld Jb"^^ 
about $150 for each shipment, or about $3.57 per n^t'liuhdred::• 
pounds. : . '• • •-••"•::•'•'.'-'ry 

Single-factor rate—We developed weighted average 
single-factor rates (seep. 20) on the basis of thei hiiiinbiiaî^̂^ 
of calendar days that different rates Were in effect. '-^:' ;: 
These rates were adjusted for currency fluctuatidhs and ^ 
other pertinent factors. ' 

1 • ' 
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(O 

Origin serv ice 

Container cost 

Line-haul to port 

Port handling 

Ocean 
transportation 

Port handling 

Lias-haul to 
dsatlnation 

Oeatination cost 

Qverhead cost 

Total coat to 
fOrwsrdsr 

Adjusted wraighted ̂  
Bvmrage singla-

"•. 'fSctor^^rata • ..'̂  

Vorweicdsr profit 

Profit as a percent 
of total cost 

EVALDATION OF ITGBL RATES PBOM APRIL THBOOGH JONE 1974 
(cost and rates per 100 pounds net weight) 

Between 
Caneron Station 
and Seckenheim 

Outbound Inbound 

$10.28 $18.75 

2.82 3.62 

1.34 (a) 

1.28 (a) 

11.84 12.51 

1.28 

1.34 

10.00 3.66 

3,57 3.57 

$41.13 $44,73 

$53,56 $54.35 

12.43 9.62 

Between 
Cameron Station 

and Kaiserslautern 
Outbound inbound 

$10,28 $18.75 

2.90 3.85 

1,34 

1.28 

11.84 12.51 

1.28 

1.34 

10.00 3.66 

3.57 3.57 

$41,21 $44;. 96 

$53.56 $54,95 

12.35 9.99 

Between 
Cameron Station 

and rrankfurt 
Outbound labouBit 

$10.28 $18.75 

2.89 3.67 

1,34 

1.28 

11.84 12.51 

1.28 

1.34 

10.00 3.66 

3.57 3.57 

, $41.20 $44̂ 7̂8 

Between 
Cameron Stat ion 

and p»«.-»^<" 
Outbonna inbounfi 

$10.28 $18.75 

2,90 3,41 

1.34 

1.28 

11.84 12.51 

1.28 

1.34 

10.00 3.66 

3.57 3.57 

$41.21 $44.52 

30.2 21.5 30.0 22.2 

$53.56 

12,36 

$54.65 

9.87 

$53.56 

12 • 35 

$54<95 

10.43 

Between 
Caaeron Station 
and Waiabadan 

Cgtfcs'jaJ lalisynd 

$10.28 $18,75 

2.94 3.67 

1.34 

1.28 

11.84 12.51 

1.2B 

1.34 

10.00 3.66 

3.57 3.57 

$41.25 $44.78 

$53.56 $54.45 

12,31 9.67 

*0 
K 
Z 

o 
H 
X 

30.0 22; 0 30.0 23.4 29.8 21.6 
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IO 

Origin cost 

Container cost 

Line-haul to port 

Port handling 

Ocean 
transportation 

Port handling 

Line-haul to 
destination 

Destination cost 

Overhead cost 

Total cost.to 
.forwarder 

Adjusted weighted 
average siiigle-
' factor:'rate." 

Forwarder profit 
(oyer or under (-)) 

-Frof it (ovsi or 
jiiider Jr:)): as; a 

. ,;,:percent';.:Pf ;.^ti^al 
cost 

Between Cameron Station 
and Mildenhall 

Outbound 

$10.28 

3,20 

1.34 

1.28 

11.84 

-

-

13.13 

3.57 

$44,64 

Inbound 

$15.91 

4.12 

-

-

13.11 

1.28 

1.34 

3.66 

3.57 

$42.99 

Between Cameron Station 
and Rota 

Outbound 

$10.28 

2.85 

3.54 

(b) 

(b) 

(b) 

(b) 

6,97 

3,57 

$27.21 

Inbound 

$12.78 

3.68 

(b) 

(b) 

(b) 

.50 

3.54 

3.66 

3.57 

$27,73 

$51,06 

6.42 

14,4 

$47.32 

4.33 

10.1 

$33.87 

6,66 

24.5 

$37,20 

9.47 

34. 2 

Between Cameron Station 
and Naples 

Outbound Inbound 

$10.28 $ 8.50 

2.85 3.42 

1.34 

.45 

Between Cameron Station 
and JPPSO Hawaii 

22.59 

4.50 

3.57 

$45.58 

$51,85 

6,27 

13.8 

23.32 

1.28 

1.34 

3.66 

3.57 

$45,09 

$50.47 

5.38 

11.9 

Outbound 

$10.28 

3.01 

12.32 

.50 

10.47 

(b) 

(b) 

3.82 

3.57 

Inbound 

$10.66 

3.61 

-

-

9.16 

.50 

12.32 

3.66 

3.57 

$43.97 

$45.26 

1.29 

2.9 

$43.48 

$40.15 

-3.33 

-7.7 
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NJ 
OB . 

Origin coat 

Container coat 

Line-haul to port 

Port handling 

Ocean 
tran sportation 

Port handling 

Line-haul to 
dfMtlnation 

Oeatination cost 

Overhead cost 

Total coat to 
forwarder 

Adjustad weighted 
awsraige single-

;: /factor-.-rata • •: 

forwajnlsr prof it 

Profit as s percent 
of tdital cost 

Between 
JPPSO San Antonio 

and Seckenheim 
Outbound 

$ 8.50 

3.02 

2.27 

,50 

17.26 

-

10.00 

-

3.57 

$45.12 

$54.00 

8.88r 

19.7 

Inbound 

$18.75 

3.55 

(a) 

(a) 

17.25 

.50 

2.27 

3.00 

3.57 

$48,89 

$57.49 

8,60 

17.6 

Between 
JPPSO San Antonio 
and Kalaarslautem 
Outbouitd 

$ 8.50 

3.11 

2.27 

.50 

17.26 

-

10.00 

-

3.57 

$45.21 

$54.00 

8.79 

19.4 

Inbound 

$18.75 

3.78 

-

-

17.25 

.50 

2.27 

3.00 

3-57 

$49;12 

$57.79 

8.67 

17.7 

Between 
JPPSO San Antonio 

and Frankfurt 
Outbound 

$ 8.50 

3.10 

2.27 

.50 

17.26 

-

10.00 

-

3.57 

$45.20 

$54.00 

8.80^ 

19.5 

Inbound 

$18.75 

3.59 

-

-

17-25 

.50 

2.27 

3.00 

3,57 

$48,93 

$57.49 

•".: 8'^56 • •'•• 

17;5 

Between 
JPPSO San Antonio 

and Ramstein 
outbound Inbound 

$ 8.50 $18.75 

3.11 3.35 

2.27 

.50 

17.26 17,25 

.50 

10.00 2.27 

3.00 

3.57 3.57 

$45.21 $48.69 

$54.00 $57:49 

• ••^;'^ 8 . - 7 9 , : ':"•;• 8,;8o:'":. 

19,4 18.1 

Between 
JPPSO San Antonio 

and Helabaden 
outbound 

$ 8.50 

3.15 

2.27 

.50 

17.26 

-

10.00 

-

3,57 

$45.25 

$54.00 

8.75 

19.3 

Inbound 

$18.75 

3.61 

-

-

17.25 

.50 

2.27 

3.00 

3.57 

$48.95 

$57.49 

v:.'8;.54;'r.. 

17.4 
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L.1 

% 

Origin c o s t 

Container cost 

Liae-hauL t o port 

Port handling 

Ooeaa 
txMUQfMMrluî ioii 

Port: .baiUliing'. -. . 

Liherliaal ..to . 

,pn.Mt<u|tloB :;ops^-; 

. J^j^^li4;j?wt.v 

Between JPPSO San Antonio 
and Mildnnh#ll 

Outbound 

$ 8.50 

3.43 

2.27 

.50 

17.2S 

-

13,13 

• • - . : • • • 

3,57 

$48>M 

Inbound 

$15.91 

4.05 

-

-

18.17 

.50 

2,27 

-3 ,00 

3.57 

$47.47 

Between JPPSO Ssn Antonio 
snd Rota 

Outbound 

$ 9,00 

3.06 

6.74 

(b) 

(b) 

(b) 

(b) 

s.n 
3.57 

$29.34 

Inbound 

$12.78 

3.60 

(b) 

<b) 

(b) 

.50 

6.74 

3.00 

. • • ' 3 w $ 7 : . . •. 

$30.19 

Between JPPSO San Antonio 
and Naples 

Outbound 

$ 8.50 

3-06 

2-27 

•50 

21.50 

- . 

-

4 ,50 

3.57 

$43-90 

Inbound 

$ 8.50 

3.34 

-

-

20-53 

.50 

2.27 

3.00 

3,57 

$41,71 

Between JPPSO 
and JPPSO 

Outbound 

$ 8,50 

3.22 

7.66 

.50 

10.47 

(b) 

(l>) 

3.02 

3.57T 

$37-74 

San Antonio 

Inbound 

$10.66 

3.52 

-

-

9.16 

•50 

7.((« 

3.00 

3.57 

$30.07 

•d 

o 
H 
X 
H 
H 
H 

Adj:ttStpd.-M>i8^tad 
.'^'aviaiiBBOiVsiigii-. • ' •• 

.;fcu*M^.^|*«;:i.:. .-o;; •• .$S(KO0 :::../$49.5« 

- Ibrwizdsr^pxof i t 

-; :Ji^^tbtai:'^';e8)ii!£s: •" 
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APPENDIX IV APPENOIX IV 

MStSTAiirjHKGiin'AiY or 
' -' .WAiNWi^i(Mi.,M' ' 

iNnuunoM um loaiinc* Mm a?5, 

Mr. F. J. Shafer 
Director, LogiStica and CoxxunuidcationsPiyivibn 
U. S. General'Abcountibg QiCfice < 
Washington, b . C. 20548 

:y' 
Gi i 
it, i:: 

:: i:i:i'.";r'.. 

Dear Mr. Shafer: 
^'if.;-': 

This i s in response to your letter of ;jul)^!;21 '̂̂ 19^5i t̂ ^̂  
Defense iransmitting copies of yowiU^ail^ 
of a Single Method of Shipping Houselipjd^JCibc^ 
ConB, " aflsigninent Code 943223; oaD:j<Saib;..|ii;i^p;'''''^ 

t , , 

The Departinent of Defense (DoD). concurs \(iith tliis report. 

With respect to the suggestions oh page ;2:i^pfi^eMr 
is increaisiiig conopetitivei riate fUix^i^^^ 
initiating.'.iaiction'to expand Code '-'̂ ;V'̂ 's!Brvicie''t̂ ^ 
use of competitiye rate filings for hpiisehpldjgbc^ 
following ah evaluation of the OkihaWa Trial'during 
CY 1976. ••.••..•••;" • •.••:-••; ' y'GGGyy:G%Gy4:m:GG-^^^^^^^^ 

We found this.draft report to be e]itrenwl)^.we 
the suggestions it offers wUl be of greattiy^^lub 

??' :'•' i: 

GJ^:^'G'^-

i ^ L l 
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yiiiitt^^::iiic: yWfM^ 

isaoMASSACHuamAvcNiJ^iKw. : SUITE ns; ^•!^ASiaH^Tafi;:p^^ 
(302) 2»3-l880 %̂ ^ 

February 10 •: 197 :̂ 

Cali4ii W. SMl« 

frtildtitt 

« 
Hiigk B. Milchdl 

Kn trttHtm 

Ocriunl BIwfliIci* 

taottin Cemmiui 
Mimbtml larft 
FMm,.Miaa>i 

Afldn*) J. Dteto 

EuaelM Cctmliut 
Htmbtt of terf 
|4c« YcA. N<* Yak 

JicklUvai 

euontH Ctmmlii— 
Utmbtr al Lar|( 
Akaaidrii, ViqiM* 

New Yonv Nft* y v * 

A I M F . W I 

CfMnWCi •K l 
D.C. 

Mr. Henry W. Connor 
Associate Director 
Logistics & CoRinunlcatlonsOfvl-sfon 
Uni ted States General Accounting Ol'f Ice' 
Washington, D.C. 20548 

.Dear Mr. Connor:, ••,";••.•. :••':<{"'''"•]<• ' ?. I':. G 

•-y ' 
He have carefully reviewed the GAO Report (Gode 943223), 

dated January 8, 1976, and ;suiim1tW :for your' cons.lderatlon. 

We take no Issue :with; ttie iGAOjconclusion tfiat'jsoine ::f r 
niodlflcatlon of prMentHTMC Wl'lnjĵ ^ 
to assure the Governmiitthjit the ::ITG6t|r̂ ^ 

;By reasonable raties wetconcii*':i*ith the'WO 
rates must return carrier.costsfaiidV (Report, .p.21). 
As stated In your reporrti: such rajtes shbiifdbesetiat.levels to;, "return ' 
to the carrier cOsts; p1us!a' reaspriable'iprof^ 
high quality service to the military meiiber (Report; p;9); 

AUhouqh GA6 taices the JMsitlbn t̂̂ ^̂  the Secretary of ^ , 
Defense should attempt to; briiia.thl̂ ^̂ ^̂  ' 
and fliake a report by June :bf 11^6 Ori: Iti :accoi!ip|^ 
should be done prior to reflation of the iibusehoTd gbods' foi;ward1fici , 
Industry (Report, pp.4,:2l|yIt:iii^;bur^bp1fl1ohft^^ 

::.resu1ts can^be obtained on1y:;{by.'reguli8t1bn;.'''^.::^;.h "'('"'G^''^'''GGy--^T'-'' 

Ve 40 not agree, hbifieverV titl th the costs attHbiited tbi i . 
ITGBL shipments as shoWn oii Appendix H I bkiause.'isUehiCbsts' iterb̂ ^̂ ^̂  , 
based upon an Inadequate and;iMh-repî $en t̂at1ve'{samp^^^ 
availability of low truckload ;irates -foriall^ro^^ Inland :" 
points and ports; assuRiedraniOptliiial̂ iaifid we isubtilt'linpractlcal.: 
stowage of the equivialmt bf̂  10 Type: I l c o n t i i l i i ^ 

.every Instance, and vfalied to r e f l e t the tdXesV«i»«»il«B'ITGBi; carriers, 
which are lost to the governiient; Whbn the shipments nibVe: In the OPKi 
system. i; ••!;;;:;..:,!:'•; ': •• •' • " ' ' : i G : " ' ' ' • ^y .G ' ' ' ' • ^ •^ ' ' ' ' •'''• " 

The conclusions In the GAD :report are basedi, as clearly'' • j i 
set forth therein, on a number bflitssuiRptlons as ftjllqws: ifti;';' - r v 
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I: ; : • ' • 

(1) The assumption that all household goods ship­
ments would be diverted from ITGBL to DPM; 

(2) The assumption that traffic could be distributed 
so as always to permit, without unreasonably delay and aiddi|ipn- : 
al costs, the movement in truckload lots and: movement of su]lf;ft̂ ^̂ ^ 
traffic to require 10 Type II household gobdis cbntairiiers friom one 
origin to one destination. v 

'3) The assumption that the traiffic channels studi^ i 
are representative of the traffic handled in the ITGBL sys tern i '! G 
and that the points selected within a given channel are representâ ^^ 
tive of the costs of servicing that channiel. 

We do not agree with those; assumptions. 

First, the question of whether the distribution of 
household goods of military dependents couljd be ireorderield so as f 
to permit the accomplishment of the required, delivery da^s needed; •; 
by the military members is a traffic and nbt an iudit det̂ Tntnatrpn̂ ^̂ ^ :: 
With all due respect, we do not feiel that the-General ACcbunltr̂ ^ 
Office has the expertise of a traffic manager and that ihis'tlejter- ;; jl 
mination is one to be made in the f irst instathce by IfFMC. From an • 
industry viewpoint, and based upon industry's experience, i t IS hot 
possible to hold traffic to permit the equivalent of 10 Typb II ' !ji 
containers moving from one origin to one destination and s t i l l meet 
the ROD'S imposed by the installation transp6rta;t1on officers t b ' ' - : 
meet the needs of the military member. This difficiilty- wpiiidJ be; : 
exacerbated when consideration is given to the lower volume traf i^lc; ; 
channels not studied by the GAO. • ' ' t; 

Second, i t is our understanding, based on discussions 
during which the basis for your report was thbroughly consideried, that! 
no attempt was made to ascertain that the channels studied wer^tb^ :<̂  
flfictrepresentative of the total ITGBL traffic, iexcept to milke! beiptaib 
that there was covered an Aruiy, an Air Force, arid a Navy iristalla--^ 
tion. Furthermore, i t is our understanding that no atteimpt'was m̂ ^ 
to determine that the point or points selected within a given traffic: 
channel were in fact representative from a Cost standpoint bf thie ; 
studied channel. 

It is the Association's position that the channels 
studied are the high density traffic channel is and do not repr'eseht : 
a fair basis of costing out the entire ITGBL system. It is furrther̂ ; 
our po«;ition that within a given channel, the point or points'selected^ 
are not representative since, for examplej Rbte was taken as tt^ 
point for Spain, which installation is loca1:ed a t the pbrt| Whereas a 
substantial amount of traffic originates and destines at TorWsjbh^f ! 
Air Base, which is located several hundred iriiibs f̂rom the port arid 
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which, therefore, adds additional line haul expense not reflected 
in the (5A0 study. Lastly, as pointed out, in the study made by the 
Logistics Management Institute for the Departmbnt of Defense (Task 
69-26), the comparing of point-to-point chafgeis in connection with 
DPM with point-to-country-wide costs and point to state-wide rates 
and costs for ITGBL unfairly weights the comparison in favor of DPM 
and against the ITGBL mode. 

In support of your over-all conclusion some limited 
reliance appears to be placed upHon previous studies. I t is' not our 
intention to resubmit in detail the position of] the Association on • 
these past studies. However, we do have the foilbwing brief comments: 

(1) To the extent that reliance is placed upon the 
1969 GAO Report, We have previously submitted detailed comments in 
opposition to the conclusion reached in that Report, inciuding the 
fact that a substantial portion of the savingsi estimated by GAO 
flow from the use of vessels prbsentlyib^th^ Maritime Ajdministratjion's 
laid up fleet and their operation in competiticth with the American 
Merchant Marine. I t is our understanding ^hat such competition with 
pr i va te i ndus try i s not permi ssi bl e under the present 1 alw J 

(2) To the extent that reliance is placed upon the. 
Arniy Audit Report dated June 12, 1972, we point out, as we did in 
our letter of September 26, 1972, addressed tb'the Honorable Barry 
J. Shil l i to, Assistant Secretary of Deî ense (Ihstallations & ' 
Logistics), that the alleged savings sbt fcirth in that report flow 
from the typb of inaccuracieis underscored by the stiidy of the 
Logistics Management Institute and are based upon the availability 
of underlying transportation services which arb either very limited 
or non-existent. 

We note that you attempt to derive support for the GAO 
conclusion that the ITGBL rates are high by reference to experience 
encountered in connection with ITGBL shipments of military unaccompanied 
baggage under the Code J program and indicate that sblbly as a result 
ofthe eliminatibn of the "me too" cycle rates were reduced from 20 
to 45 per cent (Report, pp. r i i , 14-15). We respectfully point but 
that in 1972 MTMC created a competitively r*estrictive environment by 
imposing as a condition to participation in the Cqde J program that 
all carriers have exclusive agents at a l l military installations' 
overseas, with the result that orily eleven carriers were found qual­
ified to participate in this business. On the other hand,' in the 
request for rate submissions covering the 1973 traff ic, fTTMC with­
drew the requirement for exclusive agericy arrangements, thus opening 
up competition, with the result that eightebn carriers submitted rates 
for this traffic. As a result, we feel i t is both simplistic and 
inaccurate to conclude that the rate reductions were solely attribut­
able to the ntodification of the rate f i l ing system. 

34 

,,^p,-,„^ J _._, ,_ . - | : . . - > : -



APPENDIX V APPENDIX V 

Furthermore, the estimated savings of $1.9 minion 
is unsupportable. We were advised that I t Was pif'edlcated̂ ^ 
the assumption that the estimated quaritity of unaccompanied 
baggage traffic moving under the Code J program during'1973 is 
consistent with traffic actually traiftsported;: The fatt i s that 
the traffic actually moved in Code J duHrig 11973 was substantially : 
under MTMC's estimated traffic requirements fbr a numterpf^i^^ 
f i r s t , the withdrawal and reduction in force leVb Îs at a l l Gweid; 
program locations, and second, the diversion bf Code J traffib to; ; ; 
DPM, even though the DPM costs were higher. As b result; a [fair ; i 
determination of bconomies achieved Wbultf, a t thei very least i f j 
have to be related to actual traffic handledjurider the program arid ; 
not predicated upon an estimated traffit vblumb Which his i)r;pyen 
to be totally unreliable. ' 

Lastly, the GAO Report attempts tt)i der;ive support Irom 
the MTMC experience during the experimerital S^-balled Okinawâ ' - . j ^ 
tr ia l . In response to that, we point biit that rip!evalluatip^^:% 
been made as yet of the reductibn in agent Mj^biiity resul>ti^^ 
this procurement method, its; applicability tbibther areas'Ĵ ndiltŜ î ^̂ î̂ ^̂ V 
adverse impact on the viability of the ITGBL barriers invbly^.;' •: ; !; I i 
We must point out that the fbur origirial Ibvi biilders durrin̂ ^̂  
phase of the Okinawa tr ia l , which tfansporteid over 95 per .cbiit bf!: • I 
the traffic , alj^, within the f irs t 120^daysvwitriilrew fifbm this- r 
phase of the program upon determirting that tKeIr rates had bberî  j 
reduced to non-compensatory l eve l s , and bhie of these cai'rie^^^ :' 
brought sui t in the United States Court of Claims for dama'gŵ ^̂  
excess of $200,000. !! • ; 

As GAG recpgnized in i ts Report, any change in.the comjpetl-
tive rate-filing procedures should be siibh that wuldpeiiTnit carriers 
to f i l e rates which will return their costs atnd airi elembht of profit 
and will "encourage high quality service tb the military i r i e n i b e r ; ' ' ! 
Until i t i s det^rmiried that the alleged savings r^alizbd from' tĥ ^ 
Okinawa trial have riot resulted from carrier'rates being deĵ r̂ ^̂ ^ 
to non-compensatory levels , we submit that this experibrice iri hiD: 
way bears upon the reasonableness of the ITGBL rate levels considered 
in the GAO study. " ' • • • . / \ ^ \ r _ , îÛ , y - : ; , . . . •:• .: :i' ':-]yyyy\^ •. 

. . . : • ' ' ' •'. . ' G ' • I 

Despite the setting forth of what we conceive to be ;' 
deficiencies in the GAO Report, we are the f i r s t to recbgriizeiithe • 
almost impossible riature of the task of cblTbeting actual'tbtal costs - ' 
on DPM shipments and nothing stated hereiri i s tb be taken bs'̂ î ^̂ ^ 
criticism of the gbod faith of your Prganizatibri^s effbrt in this : 
regard. There i s no doubt that this study is fcbnsidbr^bly morfe detailed 
and considers marô  more of the problemi than any study which prê ^̂ ^̂ ^̂ ^̂ ^̂ ; 
teded it. . • . . . ; . . • : - • : • , • , / • ' ' ^ • ^ i - . y - ^ ^ : . • : . : . : | | 

As we understand i t , this study was taken pursuant to a ! 
request by Congress that the General AccbiiritihgCiffice d e t e n i i i r i e t h b ' 
feasibil ity of selecting either the ITGBL bir the; DPM methbd i s the 
single method for international househbld gbods iovemeritsV-F^^^ I 
reasons stated in your Report, we concur thait there i^ rib tosis tb v 
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divert the tonnage presently handled by ITGBL to DPM arid u t i l i ze 
that methbd as the sble mode of transport. We earnestly submit, 
however^ that i f regulation is adopted which protects the Government 
against unreasonable ITGBL rates, the primary basis; for; the DPM -
methbd would be eliminated. To the exterit that DPM might be required, 
for shipments held at the port for mllitiiry instructiori or; for ' 
shipments below 500 pounds, i t is the position of bur Asspciatlbn ! .; 
that good fa i th negotiatibns betweeri MTMC and the industry > » b u l ^ ; 
produce rates for these services which wpuldi be rea^briable;tb^^^^ r 
government, and furthermore, the reasonableness of such i^ates wbiild 
be subject to review should the prbpbsbd; legislatibn beî eriactedw ; 

Because of th is , i t i s the Associatibn's ppsitlpniithati 
the diseconomies which you find exist in us;ing two cbmpeting inodes 
of transport, v i z . , ITGBL and DPM, can be eliminated with the-ITPGBL 
method as the continuing method, bperatiiig with the restraints bf ' 
reasonable rates determined by ari independent regulator^ agenty; ; ;^ 

I want to express our sincere appreciation for the ' 
complete cooperation and courtesies shown tb me and our wbrking ' ; 
group during the course of our discussibris. 

Sincerely, 

HOUSEHOLD GOODS FORWARDERS 
ASS0(ilAtlON OF AMERICA, INC. 

"^^ ^^^^^''^j^^ ^ 'ijtir 

Calvin W. Stein 
President 

GAO Note: Page number reference in t h i s appendix niay not 
correspond to pages of: t h i s report. 
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