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DIGEST

Basically, there are two methods for _ o
shipping household goods of . m111targhper- i
sonnel overseas--the direct. procurem nt ..
method under which the Government makes. hy
arrangements with individual firms for o
all required services. and the. 1nterna-
tional through Government 'bill -of lading
method under which the Government pa slﬁlg
a household goods forwarder to make’ t
arrangements. (See pp. 1 and 2. ).

In fiscal year 1974 the Department of

Defense spent $181 mlllion to move’ y.rr,-”“
141,600 household’ goods shlpments -be= .. - -
tween the United States and overseas L
points. More than 95 percent of. ‘these, .. .~
shipments moved under the 1nternat10na1 R
through Government b111 of. ladlng method.

(See p. 1l.) . _ S

In House of Representatlves Report No.-m_
93-662 on the Department of Defénse:’ ap-'f
propriations bill for 1974, the Comm1ttee
on Appropriations questloned -the, ne”d,fqﬁ;r
the Department of Defense to use Lwo?. o
separate methods for moving service mem-

bers' household gooos 1nternat10nally.-

The Committee asked GAO to revxew the
feasibility of selecting either a single,
method of shipment on a worldwide basis
or selecting a method for each. major shlp-
ping point where large’ numbers of U. S. o
personnel are statxoned.' ' .

WHAT GAO FOUND

x’ .

Although it is uneconomxc to admxnlster twog,f“
systems for shipping household goods OVe' A
seas, there are reasons why it" would n
desirable under present c1rcumstances '
adopt either the international through aﬁ.q
Government bill of ladrng method or the

ORI WO et wereen b LeD=76-225 .




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

As constructed by GAO, the dlrect cost

by the direct procurement ‘method system
is, in most instances, lower. than the 1n-.
ternational through Government bill of
lading cost. Also the international
through Government b111 of lading rates
are high in relation to GAO's: estimate |
of the reasonable costs of prov1d1ng the _
service. (See p. 3 ) _ HECIRE

But adopting the direct- procurement method
of shipping and exlud1ng the household goods
forwarding 1ndustry R T RO

--would have an adverse effect on the De—-h'
partment of Defense's program-to increase.
combat strength by decreas1ng support
personnel, _ i T ,-~. o L

--could destroy many capable bus1nesses, S
and S St

--would be contrary to the GoVernment'
general policy of relying on the prlvate
enterprise system to supply 1ts needs. -
(See p. 3.) '

The international through Government bill

of lading method of shipping is’ convenrent
in that the forwarders assume certain’ admln--
istrative-and traffic management responsi-ﬁ
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 con51d=red is the need -
‘to retain the direct procurement method of
shipping as a competitive hedge ‘for use 1n
those areas in which the international .
through Government bill of ladxng serv1ce o
is not available and- for those'instances - -
where, because of the size of shipments or
other circumstances, the’ international e
through Government bill of lading method 1s”ﬁ
not economically feasible. (See p. 3 ) :

ii.



One of the reasons for the high 1nternat£onal
through Government bill of ladin? rates' '
appears to be the lack of a suff ciently com=
petitive Department of Defense rate-setting o
procedure. During 1973 the Departient: ‘of ‘De~ -
fense adopted a more competltrve rate-eetting
procedure for international" through Governmentr

bill of lading shipments of milrtary ‘'unaccom- "
panied baggage moving over certaln routes(inl - ;.
the Pacific with resultlng savings ranging i E
from 20 to 45 percent. (See p._s.)- g S

The Department of Defense recently xnﬁtiated
more compet1t1ve rate-setting” procedu s'on ' -
a test basis “or household :goods shlpme_ L
moving betweeu the continental United Statesy__“‘
and Okinawa. As a result, forwarders' rates
have been reduced by about 19 percent. (Seej“

p. 8.)

GAQ'S CONCLUSIONS

There are a number of reasons. why 1t may
be desirable to continue to ‘use botb eystems.
(See p. 16.) -

However, if the 1nternat10na1 through Govern-
ment bill of lading method is: contxnued as
the principal method, the Department ‘of De-
fense should obtain rates more in line with _
the reasonable cost of provxdxng the servxces.
In GAO's opinion, this can best be done by
introducing more competitxon into the rate-
setting procedures. (See P. 16 ) -

GAO believes that, if efforts to improve
competition are not successful, the Depart-.
ment of Defense should require auditablé"'
cost and pricing data to- support the for- .
warders' rate proposals. This would’ permit
a determination that such rates are not ex-
cessive but are at a level to return -
carriers' costs and a reasonable profit.-
(See p. 16.) AR . .

GAO believes that, if reasonable rates are
not attainable through such modification"
of the Department of Defense rate-setting
procedures, the Department of Defense ‘may
have to revert to the d;rect procurement

iii




forwarder industry may be'requi:ed to
achieve that objective. (See p. 16. )

The Department of Defense concuts in- GAO'
findings and concluaxons.- (See p. 12 )

The Household Goods Forwarders Associatlon .
of America, Inc., took isaue wlth some as- -
sumptions made in the report., However,,it

agreed with the conclusion that. some modxfica¥

tion of the present tate-filing procedutes
is required to insure that the 1nternationa1
through Government bill of ‘lading rates

are reasonable. (See- pp. 12 and 13 ) :

iv



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 thelr household
goods and baggage moved at Government expense, 1nclud1ng
packing, crating, drayage, ocean- transportatlon, temporary

storage, and unpacking.

The Worldwide Personal ProPerty Movement and Storage
Program of the Department of Defense (DOD) ‘is" managed
by the Military Traffic Management Command (MTMC) under
the guidance of the Assistant Secretary of Defense =~ g
(Installations and Logistics). Accord;ng ‘to MTMC ' statlstlcs'
141,600 DOD-sponsored international’ household goodsa h
ments were moved during fiscal year 1974 at a cost o;.more ;han
$181 million. More than 95 percent of: these: shlpments 5
were handled by household goods forwarders under ‘the:'
international through Government bills of- ladlng (ITGBL) _
method. The remainder was moved under the so-called dlrectv
procurement method (DPM). . .

Under the ITGBL shipping method, a 51ngle Government ey
bill of lading is issued to a household" 'goods forwarder *
covering the entire movement from origin to. destlnatlon. o
Charges to the Government are based on a 51ngle—factor rate
per net hundred pounds, plus certain adjustments and
accessorial charges provided for in the forwarders'
tenders. . : -

Forwarders generally do not perform the ba51c trans- -
portation; they manage the shipments:-and arrange with
local moving companies, line-haul carrlers, port. agents,
and ocean carriers for the required’ serv1ces. The Govern-
ment deals only with the forwarders. L S .

Shipments under DPM are handled much the same as -
under the ITGBL method, except that. the Government manages
the shlpments and contracts dlrectly with the: companies
providing the underlying services. ' The forwarders and" the
Government use the same underlying packlng and crating
contractors and transportation companles. Generally,

DPM is used only for:



--~Shipments originating in or destined to areas not
‘served by household goods forwarders.

--Shipments to a continental United States (CONUS)
port for which ultimate delxvery instructions have

not been received. B
--Shipments destined to nontemporary storage;:

--Shlpments weighing less than 500 pounds.; For-
warders have a 500~pound minimum rate, so shipment'
weighing less than 500 pounds wouldl be" charged’ i L
at the 500-pound rate if tendered to the forwarders.

The DPM is not a Government- transPortatlon system
unique to household 'goods. DOD has over 3 million dif~ -
ferent items in its inventory of equlpment ‘and supplies,
many of Whlch--lncludlng sofas, chalrs, desks, lanps,?
rugs, and beds--are comparable ‘to- the items. shlpped by:.
a service member as household goods.:  In addition, DOD:
ships delicate electronic and other valuable, - delicate,
and hlgh—cost technical equlpment._ DOD items are shlpped
between points within the United States and- throughouti e
the world. For the bulk of these. shlpments, DOD” manages L
the transportation through its worldw1de ‘network of' o
traffic management organizations; transportatlon fleets,
such as the Mllltary Airlift Command-'and m;lltary and
commercial air and ocean terminals.

.J'.

In maklng these Shlpments, DOD uses ra11, motor,
ocean, air, and pipeline carriers in additioa: to its ‘own
fleets. DOD also uses alrfrelght forwarders and surface
freight forwarders. But it is DOD's. general policy to- use
these torwarders only when thelr ‘rates are more cost
effective than if DOD were to tender the’ shlpments dzrectly
to ghe underlying carriers which. actually carry the
goods. T
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ADOPTION OF A SINGLE METHOD or' N g

SHIPPING HOUSEHOLD GOCDo--PROS AND CONS

for shipping nousehold goods overseas, there are reasons;
why it would: not be de31rab1e under resent c1rﬂumstances

in most 1nstances,
ITGBL rates are. high in relatlon to_
reasonable costs of prov1d1ng the s
the DPM shipping method and exclud; /
forwardlng 1ndustry (1) would ha a hadverse‘ ffect-on
DOD's program to increase combat.s rength by d
support personnel, (2) could destr !

and (3) would be contrary to- the_~ ve#nment“s-general
policy of relying on the: pr1vate entenpr1se sy-

supply its needs. G

The' ITGBL shlpplng method 1s convenlent 1n th
forwarders assume certain’ admlnlstratlve and.t'aff ! ME
agement responsibilities. But the introduction. of @“_
ITGBL method created new management. problems,-_ dw_dop
this method as the sole system would 1gnore these“ {

Another factor to be con51dered 1s the need to etaln I
DPM as a competltlve hedge for use in ‘those areas 1n whlch
ITGBL service is not available ‘and for those i e W
where, because of the size of shipments or other circum- - :

stances, the ITGBL method is: nof economlcallyhfea ible.

Although there are va11d arguments for reta1 .ng
methods, these arguments raise some questlon as to: th
extent each system should be employed We-bglievé“th
if ITGBL is retained as. the pr1nc1pal shlpplng metho
procedures should be adopted which would insure th' ay
bility to DOD of reasonable rates—-'ates that wxll- eturn .
to the carrier costs plus a. reasorn.able proflt-—and w o
encourage high-quality . serv1ce to tne mllltary member“



EARLIER REPORT SHOWED DPM TO BE LEQS COSTLY

In our report to the Congress, entltled "Cost Evalu- .
ation for Movement of Household. ‘Goods' Between United States B
and Germany" (B-152283, Jan. 6,:1969), we. concluded tnat SR
the Department. of Defense could- have saved about" $3 mil llon
during fiscal year 1965 if household :goods shlpments L h.“,%
between Germany and CONUS had been moved under the DPM rather;”
than the ITGBL method of Shlpment. We: p01nted out certaln :
inaccuracies in the cost comparison. used ‘to .select a . wg-ngnt
shipping method, ‘and we recommended a. number of actlons IR
intended to ellmlnate some. of the. dlseconomles 1nherent '
in operating two- systems of shlpplng.___.-- . :

After our earller rev1ew, DOD off1c1als resc1nded
the requirement for comparing costs in selectlng a sh1p-
ping method, and on October’ 14, 1971, the Office of
Assistant Secretary of Defense (Installatlons -and. Loglstlcs)
issued a memorandum dlrectlng that  the ‘use of DPMfshlpmentsl

be curtailed in favor of the ITGBL method.,a!x_f ST
] _

In an audit report dated June 12 1972, the A551stant.. -
‘Secretary of Defense (Comptroller) questloned ‘the - L
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 $1 million- annually :
and recommended the reinstatement of DPM. - On June 28, .
1972, the October 1971 memorandum was rescinded, and: both' .
the DPM and the ITGBL method were to be used with: preference'
given to the method most practlcable 1n a glven 51tuatlon.ll‘

DPM STILL COST FAVORABLE

In our current review of DOD s household goods pro- i
gram, we estimated the cost of moving household" goods'fg.ﬁj
shlpments between three major: 1nstallat10ns An CONUS and
nine overseas installations located in Germany (5), the
United Kingdom (1), Italy (1), Spain (1), and Hawaii (1).
We considered various cost elements, including complete
orlgln and destination services," transportat1on, con- "
tainers, clalms, and admlnlstratlve costs..ge :

We constructed DPM costs whlch,-ln our 0p1n10n, .
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 transportatlon 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 truckload movements and that such



traffic was sufficient to permlt the loadlng of seavans
with the equivalent of 10 type-II household goods con-
taine.s. Considering the high volume of traffic moving
over the channels reviewed, we be11eve these to be reason-

able acsumptions.

' In estimating the cost of the ITGBL method, ‘we con-
sidered the single-factor rale adjusted to reflect any
allowable increases for cha..ges in carrlers' costs..i“

In estimating admlnlstratlve costs for both the DPM
and the ITGBL method of shipping, we generally. con51dered
personnel costs at the installation transportatlon EREIRE
offices up through the working. superv1=ors.: We d1d not"
include a factor for possible increased- costs of" awardlng
any additional pack-and-crate contracts that would ‘be -
required as a result of an increase in the volume of Shlp—
ments moving by DPM. Even though such an increase in DPM:"
volume could necessitate the ‘award of contracts to addi-
tional contractors each time bids are solicited, such -
additional costs would be relatlvely 1n51gn1f1cant ‘when
distributed over the increased volume of trafflc and
would occur only once each year. : = o

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" shlpment,_more '
attention would be directed to this: method.

On the basis of cost flgures 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 majorlty of the trafflc
channels studled . _

Following are examples show1ng the estlmated cost of
shipping 100 pounds of household goods under. the two
- methods and the potent1a1 savings by u51ng DPM.,.;_;




'Potential

Estimated cost to Pdtential ~sav1ngsTae
the Government savings . percent as
ITGBL ‘DPM using DPM ftITGBL'cost
Seckenheim, Germany, to A e
Cameron Station, Va.: : SR :
Door to pier $43.65  $37.25  $ 6.40 - 14.7
Door to door . 43.65 32.24 11.41 . -,26,1
San Antonio, Texas, to : : -
Mildenhall Air Base, L
United Kingdom _ . ST
Door to pier 41.55 30.82 10.73. . 25.8
Door to door 41.55 30.10 11.45 - 27.6
Naval Supply Center, : o
Oakland, California, - R |
to Honolulu, Hawaii: t J.“t~ R
Door to pier " 30.60 26.50 4.10 13.4
Door to door 30.60 26. 01' 4 59 - 15.0.

Door~to-pier shipments are stuffed into seavans at the orlgin
installation, unstuffed at the port of. debarkation, and trans-
ported to destination by rail or motor ‘carriers. ‘ Door-to-door

- shipments are stuffed into seavans at the orlgln_lnetallation
and unstuffed at the destination inatallation. ST

Note:

On several of the channels we rev1ewed, the ITGBL method
was less costly than the DPM. For example, on the traffic
from Hawaii to Cameron Station, the estimated DPM rate for
100 pounds of household goods was $44.04, compared with an :
ITGBL rate of $38.57, a dlfference of $5 47.m Tl

A detalled analysis of the comparatlve costs for all
the channels covered by our review, broken down . by -the =
various cost elements, is included as appendix I. A,.-.}-
narrative settlng forth the bases for computlng each
cost element is inciuded as appendix II S

To further evaluate the potent1a1 for sav1ngs by
using door-to-door seavan service in conjunctlon with DPM
moves, we collected actual cost data on a series of DPM
shipments moved during 1973. From April‘ through October'
1973, the Army moved more than 130 household ‘goods and -
baggage shipments from installations in Germany to the
Joint Personal Property Shipping Office (JPPSO), Cameron
Station. Our ana1y51s of 79 shipments weighing 303 475
pounds, originating at Stuttgart and Seckenhelm, showed
actual DPM transportation costs to be about 21 percent below
what ITGBL costs would have been. 1In additicn to :realizing
savings in transportatlon costs, the Government realized.
considerable savings in the cost of storing the household
goods while awaiting dellvery at destlnatlon. T



Costs under the two methods were as follows:

Cost without

storage Storage costs Total cOstsi”
ITGBL (estimated) $149,383 $12,816 - 8162, 199"
DPM 118,657 “T'e88 119,345
Savings using DPM 30,726 12,128 _ft _42 8543 |
Percent of savings 21 951 R gg R

The unusually high savings on storage were prlmarlly
attributable to the fact that, under DPM contracts for
destination services, storage charges 40 not begin until the )
sixth day after receipt of the shipment at’ destlnatlon,‘-‘**wﬁ
whereas, under the ITGBL method of shipping, charges begln ; !
on the day of receipt. Under both methods charges are SR CIE
incurred in 30-day increments, so shipments tiat were: de'lv- e
ered to the residence on the second through the: fifth' 4 IS
with no storage charges under the DPM method would have‘ S
incurred a 30-day charge if they were moving under the’
ITGBL method. : _

FORWARDERS' RATES HIGH IN e g
RELATION TO ESTIMATED COSTS | | S

To evaluate the reasonableness of the ITGBL rates,
we estimated the reasonable costs to the freight corwarder
industry for providing this service. These costs were 'f
developed from March through July 1974 and cover the same’
traffic channels discussed elsewhere in this report. ‘*““
We compared the estimated costs of providing transportatLQn S
services to the weighted average ITGBL rate in effect™ i “i iv ..
during the March through July period and found that the B
forwarders' profit was more than 10 percent .of the estz—**’
mated cost on 79 percent of the traffic channels rev1ewed
and more than 15 percent on about 70 percent of the”
channels. (See app. III. ) e T

These proflt marglns are higher than those con51dered :
reasonable by the Interstate Commerce Commission for'”*ﬂ“'i*“'-“
motor carriers. Of the carriers for which' the Comm1331on '
publishes guidelines, the motor carriers'’ operatlons ‘oSt :
closely parallel those of the forwarders. Historically ' '
the Commission has considered a profit of 7 percent of revenue :
(equivalent to 73 percent of cost) to be reasonable for el
motor carriers. ‘ .

Forwarders' actual payments to the underlylng carrlers
and other businesses actually performlng services for' them“-=‘
are not a matter of public record, and we have no authorlty




to audit the forwarders' costs, payments, or 1ntercompany
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 develop-'

ing the various cost elements are descr;bed in appendix II g

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 participating: forwarders submlt‘
proposed rates to MTMC. Upon determlnlng the low rate
for each traffic channel, MTMC conveys: ‘this 1nfo-mat10n '
to the forwarders and gives them the chance: to match the{
low rates. All forwarders agreeing’ to" the" 1ow rates are
then given the chance to. share equally in the: avallable“
business. The carriers submitting the 1n1t1a1 low rates
are not rewarded, and consequently there is no. 1ncent ve
for forwarders to initially submit thelr lowest poss;ble

.rates.

We believe that 1ntroduc1ng more. competltlon 1nto

rate setting would reduce rates and would:result in sav1ngs

I

in transportation costs. This fact is borne :out: by

recent reductions in ITGBL rates for. unaccompanled baggage.:'

Before 1973, ITGBL rates for baggage ‘were.also 'set using
the me-too procedure. In 1973 MTMC started competltive"
rate setting for baggage shipped from five: locatlons in
the Pacific to CONUS. As a result, ITGBL rates were :
reduced from 20 to 45 percent. We estlmate that thls

reduction in rates will result in- sav1ngs 1n transportatlonﬁ

costs of about $1.9 million annually. &

To determlne whether s1m11ar sav1ngs could be reallzedp

on ITGBL household goods shipments, MTMC introducéd com- °
.petltlve rate setting on a test bas1s for household goods
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.~ BT

Under the competitive concept employed in- the Oklnawa f

ey

test, all traffic between Okinawa and low~volume States'“
is offered to the low bidder. Trafflc ‘between Oklnawa
and medium~volume States is offered to the three lowest
bidders and to the five lowest bidders on- hlgh-volume
States with the lowest bidders belng offered the largest
percentage of total trafflc. s



COMPARABLE SERVICE UNDER BOTH METHODS

We attempted to evaluate the quallty of serv1ce to the
military members under the two methods of shlpplng by -
reviewing the transit times and frequency of clalms for

loss and damage.

We compared transit times for 77 DPM shlpments from
Seckenheim and Stuttgart, Germany, to Cameron Station w1th
transit times for 66- ITGBL shipments over the same or
similar traffic channels durlng 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. _ e

Our comparison of the frequency of loss: and damaqe _
claims on shipments received at the overseas 1nsta11at10ns
included in our review follow. . , R

Installations Percent of shlpments w1th c1a1ms
- T oM . ITGBL,"',
Seckenheim | 18.0 SR 31.0
Kaiserslautern _ 5.0 ' . 19.0
Frankfurt : 7.0 L 26.0
Ramstein Air Base, Germany 17.0 e 21240
Wiesbaden Air Base, Germany 29.0 S 19,0
Mildenhall Air Base 6.0 o 7.50
Rota, Spain 0.4 e 2240
Naples, Italy 4.0 el 34,0
Hawaii 16.0 .'V,, <<529 0

Although relatively fewer DPM shlpments 1nvolved _
claims, we believe that this may have been attrlbutable_'
to the generally smaller size of DPM shlpments and not to
the method of shipment. _ _

Inasmuch as the same contractors and carrlers handle
the shlpments under both shipping methods, the- quallty
of service should be essentlally the same under ‘both
methods, provided that the service requirements now. 1mposed
on the ITGBL shipping method were to be 1mposed on the
DPM method.

ARGUMENTS FOR RETAINING ITGBL METHOD

Although the DPM shipping method mrght seem to be the
simple and obvious solution, since it is the lowest cost
method, there are counter arguments ‘to be con51dered.



If we were only now evaluating the potential benefits
of ITGBL and whether a new industry should be created, no:
harm could be done by ellmlnatlng ITGBL. But many 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 dlseconomles 1n
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 are
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 to DOD
the benefits of the forwarders effective and 1nnovat1ve
- management.

The creation of this new industry has had benefits
~outside DOD. Many of the forwarders, building on their
DOD base, have develcped 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 domestlc
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 pollcy 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 shlpment
was generally lower than ITGBL, there is no doubt that
moving the bulk of DOD's household goods by DPM would
requlre some military or civilian staff increases, both
in the United States and in the overseas area. To the extent
that forwarder services obviate the need for DOD staff
increases, the objectlve of 1ncrea51ng 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 Shlpplng
its overseas household goods.

If the ITGBL system is retalned however, DOD should
seek to strengthen its management of the system t6 1nsure-
that DOD is receiving quality service at reasonable costs
with fair and reasonable compensatlon to the flrms nlred '
to manage shlpments. : :

INTRODUCING THE ITGBL METHOD
CREATED NEW MANAGEMENT PROBLEMS

The ITGBL forwarder 1ndustry was literally created
by DOD in the 1950s. The concept was designed to turn
the management of overseas household goods shlpments over
to a forwarder so that DOD managers: would issue only a
single bill of lading, make the origin and destlnatlon
arrangement with the forwarders, and the forwarder would
handle everything in between. As we understand the
historical development, DOD made somne experlmental
shipments, concluded they were successful, and authorlzed
the use of the forwarders. DOD made no cost or economlc
impact analyses and no formal studies.

Given DOD authorization, the ITGBL forwarder 1ndustry
mushroomed overnight and about 100 forwarders appeared on -
the scene. Virtually 100 percent of their business was
DOD business, and even at present, DOD bus;ness constltutes
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. Transportatlon
officers found that forwarder representatlves, competing
for business, were changiing their rates on a daily and
sometimes an hourly basis. Rates varled radically from and to
military bases in close proximity to one another. - Spe01a1
common carrier rates for the Government were not available!
to the forwarders. Quality of service standards were ° ‘
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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 gf regu1;59:; L
It established rate-filing rules and regulations; ‘centralized

and computerized rate filing; a worldwide distribution” S
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 from
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 procedﬁxegg

In short, instead of using what appeared to be a. simple,
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 had
created. DOD had to maintain its own traffic management
organization for military reasons and was now payihg
(through the rate structure) costs of managing the move- ..
ment of household goods which its own traffic managers
had previously handled. : - S

DOD officials told us that they preferred to have the
ITGBL method continued as the principal method of shipping
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 produce more
favorable ITGBL rates. They believe also that DPM - o
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. : o

AGENCY COMMENTS

, Thg Agting Assistant Secretary of Defense (Instaliations
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 are
reasonable, they did not agree with certain assumptions
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upon which they felt our cost analyses were based. They i
took the position that the diseconomies which GAO foupé 313 '
to exist in using the two competing modes of transpofrt, Y
namely, ITGBL and DPM, could be ellmlnated with the ITGBL

method as the continuing method operating with the’ restraint51
of reasonable rates determined by an 1ndependent regu- ' T
latory agency. _ T

. The assumptions that the assoc1at10n took Lssue with
‘and our comments are discussed below. : .

1. Assumption--The channels and 1nstallatlons stpdle o
were representative of total ITGBL traffic. The asso'”atlon
took the position that channels studied were hlgh-de
traffic channels and did not represent a falr ba31s for
costing out the system. L _

Qur comments--We at no time assumed the. channels , 4
selected for review to be typical of: the entire ITGBL -
system; however, we do believe them to be typlcal of the
high-density channels over which the bulk of ‘inter=
national household goods traffic is moved. Statlstlcs
show that most household goods shlpments move between .
major installations and not between out-of the-way places.=

2. Assumption--Shippers could take advantagf= of .
lower truckload rates for transportation between 1nstal—.-*
lations and ports, and the equivalent of 10 type—II con-
tainers could be loaded into a 40-foot seavan. The .
association expressed the opinion that it was not pOSSLble(,
to hold traffic long enough to permlt the loadlng of the :
equivalent of 10 type-1I containers into a seavan for
movement - from one origin to one destination and st111
meet the required delivery date lmposed by 1nstallat10n
transportation offices.

Our comments--With respect to obtaining truckload
rates, if all traffic moving over the channels rev1ewed -
were shipped under the control of the Government (by DPML_,
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 i
told us that, even under the ITGBL system, truckload '
rates were generally obtained.

As for loading the: equlvalent of 1¢ type-II contaxners
in seavans for shipment from origin to destlnatlon, the
volume of traffic over the channels reviewed is sufflcent
to permit this practice during most of the year.' However,
on the chance that traffic during the slack season would*
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be insufficient to permit such "door to door" use of
seavans, we also c¢stimated the cost if ‘seavans .were
used from origin to destination port (door to pler) We
found that DPM was generally still cost favorable. (See

app. I.)

Concerning our estimate of ITGBL carrlers'icosts, we
assumed that seavans would be used only for the ocean
transportatlon (pier to pier). Under this assumption,
there is little doubt that maximum utlllzatlon could be

achieved.

In addition to challenglng our’ assumptlons, the
association said that our cost analyses did. not. reflect
taxes paid by ITGBL carriers. Thisiis: true. | Durlng our
review we concluded that we would not: recommend ad0pt1ng
DPM as the sole method of shlpment of household goods.
Therefore we did not perform the substant1a1 ‘work requlred
to estimate taxes paid by the many dlfferent ITGBL carriers.
However, the only taxes involved would be those pald by
the forwarders themselves, since there would be little
change in the incomes or taxes paid by the contractors
actually providing the underly1no serv1ces."Furthermore,
the criterion we used for measuring the reasonableness of
the forwarders' profit (rates)--motor carrier profit rates
allowed by the Interstate Commerce Comm1551on--was prlor
to taxes paid. L

In addition, association officials took 1ssue w1th
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" portion of
the potential savings estimated from the use of ' DPM.
came from the use of vessels presently in the:Maritime
Administration's "laid-up fleet" in competltlon with the
American merchant marine. This 31mp1y is not .the case.
As stated on page 49 of the 1969 report, in estimatlng
the cost of moving household goods by DPM, we considered
only the use of regular commerc1a1 transportatlon serv1ces.,

Association officials questioned the conclu51ons
reached in the Department of Defense 1972 report. We
did not review this report in detail, and therefore we
placed no reliance on it in this report. We’ clted it
only to show the basis for DOD's return to usxng DPM.

Association officials also suggested that the sharp
reduction in rates (20 to 45 percent) in 1973 for transport-
1ng military unaccompanied baggage from selected locations
in the Pacific to CONUS may have been attrlbutable to the
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fact that 18, instead of 11, carriers were allowed to par! 1c1pa§e
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 v1rtua11y all ITGBL household goods ship-
ments, are, in our opinion, not stlmulatlng 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 11l participants ‘or

18, there is no incentive to bid low. In contrast, under the: R
competitive-bidding procedures used for baggage, the low bldder |
is rewarded in that it is given all the traffic it can: T R
handle, thus providing an lncentlve to bld as low. as. 1s :
feasible. _

Association officials further stated that our estimate
of $1.9 million savings resulting from competltlve rates
for baggage was based on the estimated quantity of baggage ,
traffic to be moved and that this quantity Aid not materlallze
so our estimate was not supported. There must have been some
mlsunderstandlng on this point. Our estimate of sav1ngs was
based on MTMC's computation of $950,000, the actual sav1ngs
realized during the 6-month period ended March 31, 1973.-
Although the $1.9 million arrived at by annuallzlng the 6-month
actual savings is not exact, thlS estimate is reasonable.

' Finally, association officials imply that reduced ITGBL
rates resultlng 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. perlod
withdrew from that phase because their rates were noncompen-
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 respon31ve bids .
received for the third phase of the test period were still
an average 10 percent lower than the me-too rates in effect
before the beginning of the trial in splte of a year's
inflation.

15



Household Goods ‘Forwarders Assoclatlon comments are in-'
cluded as appendix V. o _

CONCLUSIONS

Good arguments can be made for continulng to use both e 3
systems. However, if the ITGBL shlpplng method . is to be . RN
continued as the principal method, we: believe that action
should be taken to bring ITGBL rates more in line w1th the
reasonable cost of providing the services. :This can best
be done by 1ntroduc1ng more competltlon lnto the rate-sett{

procedures.

9 3

We further believe that the Secretary of Defense should
require MTMC, by June 1977, to evaluate and report on the -
progress made in bringing about effective competition. o
This report should include a comparatlve cost analysis
of the type contained in the appendlxes to this report.
1f efforts to iuprove competition ‘are not successful,

DOD should require auditable cost and pricing data to
support the forwarders' rate proposals so: as to: permlt a
determination that such rates are not excessive but are- at
a level to return carriers' costs and reasonable proflt.

_ If reasonable rates are not attalnable through such 5
modification of the DOD rate-setting: procedures, ‘DOD may have'
to revert to DPM, or statutory regulation of the forwarder
industry may be required to achleve that obJectlve.

_ Regardless of the results of. negotlatlons w1th ‘the
forwarders, it will be necessary to: retain DPM of shlpplng as,
a competitive hedge for use in those areas in which ITGBL "'
service is not available and for those 1nstances where,

- because of the size of shipments or:other c1rcumstances, the
ITGBL method is not economically fea51ble. ' el
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COMPARISON OF COST OF SHIPPING HOUSEHOLD GCODS UNDER ITGBL METHOD AND DPM FOR FY 1973
{costs and rates per 100 pounds net weight) :

XIaNaddv

Between JPPSO Camcron Station Betr-2en JPPSO Cameron Station Betveen JPPSO Cameron Station
and Seckenheim : _ _and Kaiseislautern and Prankfurt
Door_to pler Door to doox DOO: O _pier Door to door Door_to pler Door to door i
Outbound Inbound Outbound Inbound Outbouni Inbou Outbound 1inbound EhESEEEE‘TESSGEE oOutbound Inbound
oOrigin service $12.86 $10.73 $12.86 $10.73 $12.86 $10.47 $12.86 $10.47 $12.86 $11.12 $12.86 $§11.12
Container : s.41  4.31 5.41 4.31 5.50  4.16 5.50  4.16 5.45  3.96 5.45  4.96
Line-haul to port  1.07 2.0l 1.07  2.01 1.00  2.02 1.07  2.02 1.07  1.62 1.97° 1.62
Port handling - - - - - - - - - - - -
oOcean ' ' :
transportation 8.90  8.25 8.90  8.25 8.90  8.25 8.90 8.25 ° 8.90  8.35 8.90 8.25
Port handling 1.95  3.82 - - ©1.95  3.82 - - 1.95  3.82 - -
Line-haul to '
~ @estination 4.05  2.25 2.47  1.06 3.87  2.25 2.42  1.06 3.i4  2.25 2.13  1.06
: Destination E - :
- "services 4.26  5.12 4,02  5.12 .4.02  5.12 4.73  S5.12 4.73 5.12
Administrative .62 .60 .73, .86 - LTL. . .24 .68 .72 .66 .72
Claims - .16 .16 .16 .16 - - .16 - .16 . .16 .16 .16 .16 3
Total DEM - §39.28° §37.25° $29.06 $37.09 . - $35.64 $32.08  $39.% §37.02 - $35.96 $32.01 :
ITCEL rate $42.50 . $43.26 $42.50 $43.69 - $42.50 - $43.69 - -$42.50 4348 - - $42.50 - $43.48 -
Administrative .60 _ .39 66 .43 - .66 _.43 . _.63  _.a .63 _ .4L
_Totsl ITGBL =~ $43.10 $43.65 $43.16 $44.12 - $43.16 §44.12 | $43.13 $43.89 . $43.13 '$43.89
. IMGBL overor . A T R —_— _
. under (=) DPM. '$ 3.82 §.6.40 . $4.10 § 7,03 §7.52 $12:04  $ 389 $6.87  §7.17 ,11.88
Percent over or B B T ' ' ' L
ander (~).ex-- - - e
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.origin service

. Container

.Destination.
. service. -

:mt. over or -

. Percent Ov.t or R

- Between JPPSO Cameron Station -

§12.86
_ 5.52
Line-haul to port  1.07
Port handling -

Ocean
transportation ' 8.90

Port handling 1.95

Line-haul to-

‘destination’ 4.99

E:»“nll-mututzxva L ee
'-cnm ' 1,16

‘and Ramstein

er Door to Hoor

o e,

$11.16
4.50
2.02

8.25
3.82

2.25

and Hie-badon

Door_to pler Door to.door

Gutbourd Yabourd Outbound Tobound

Outbound

$12.86
5.52
1.07

8.90

2.42

[.4.65

. §11.16 -

$12.86
4.50 5.51

2,02

8.25 8.90

- 1.95

4.06

BT

16

| o .16
" Total DPM -jf“7 ..§ho§751_
1TGaL, zato '{1”"f?362;5pn;”

© §36.22
- 642.50-

71|
;

1.07

u§11.45

4.28
‘1,62

8.25
3.82

Between JPPSO Cameron Station

Between JPPSO Cameron Station

and Mildenhall

SEL__JEL.

nboun

312 86 $11. 45

'5.51
107

8.90

428
1.62

“~Poor 8

Out.bouna _ I%una

12,86 S 9.9

.'5}42:
02

9.7

Door to door
Ontbound 1 und

$12.86 § 9.91
‘3007 . .5.42
98T a2 Les

| §32.75 " §40.07° §
$43.69 - 542.50 §43.

‘under (-) DPN - )

under A=) “ox~

. pressed. as percent ’

of ITGBL.cost 5.4

oan.0 saa.08

§36:32 '$35.69
" 8396

s3s.20 839l
Cled

© C—

L3 e

$38.63

3.07

 1.00

', ;j§,i5;lﬁ.;'“
a6 T

§30.60.
s

I XIaNaday

1 XIANIddy
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Origin service

Containe-

I.:I.ne-hnul to port

" Port handli.nq

Ocean

transportation

Port handling

Line-haul to
destination

Destination

-orvice

: Ad-l.nhtntiva
. CIaill
_'~'1bt.1 nrn
: | I7GBL.rate :-
' ._ M-I.nutrauva
---;»_Iotax xraan

ITGBL over or -_ LR L e
,.§1.88 56,10 - . -

undor ( ) DPH

' 'i’orant ovnr or i
©under (~). ex-
pressed. as. percant

‘of ITGBL cost

Between JPPSO Cameron Station

Between JPPSO Cameron Stat:.on

7.0

"21.8 {{5* e S

o $e1.99

Between JPPSO Cameron Station

151 $-0.59.

-4.6  -3.6 . -1.4 8.1

s 3.36 o . .

=20.8

a2 - o

'

1 XTaN@dav

I XIaNdddav

and Rota and Naples and JPPSO Hawaii
“ADoor_to pier __ Door to door Door_to pier __Door to door “Bpoor to pler Door to door
Outbound Inbcund Outbound inbound Outbound Inbound Outbound Inbound Outbound Inbound Outbound Inbound
$12.86 $ 9.56 - - 512.86 $ 8,36 $12.86 $ 8.36 $12.86 § 8.80 - -
5.65 3.72 - - 5.65  3.19 5.65 3.19 '5.54 4.81 - -
2.97 - - - 1.05 .19 1.05 .79 "11.89 - : - -
- - - - - - - - 2.83 ° - - . -
- - - - 19.22 18.90 19.22 18.90 9.50 10.88 - -
- - - - 1.47 3.88 . - - - 1.62 - . -
- 2.97 - - .75 2.25 .82 1.26 - 11.89 - -
2.80 5.2 2 - - 3.57 5.12 3,57 5.12 4.75 5.12 - -
.50 .39 - - .56 .39 +56 .39 93 .76 - -
oo .16 16 - - .16 .16 _:16 .16 L .16 - -
'-‘1;.21 $21,92 T _545 zsf'§Qg;§£: i égg;g_.,sss 1711 3 -f;s44.04 7' Tl - o
52619 “s27. 2670 TEIUUS T saz.en sa1.205 - s42. 69 -$41.20 ;.'fsss 14083779 - =i e LT
>'_:§{’ ,,g'~_f',';:;_ R si;:££; 3;;22g:-5; 62 a3 e s 1jﬁ;5;“;}'d;55;,4;-
"jﬁiﬁigi"sﬁgégi - - : sfs;apﬁ}sn;;sa_. -’f""?afff}f53 sto.;l ?§3§;51 S - -
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Between JPPSO San Antonio Between JPPSO San Antonio Between JPPSO San Antonio
and Seckenheim and Kaiserslautern and Frankfurt

Doox to pler Door to door Door to pler Door to door Door to pler Door to door
Gt ® Tobound Dutbound Tnbousd Outbound Tubound Outbound Inbowrd Outhonid Tobond GCotbend Tabewnd

Origin service § 4.95 §10.73 $ 4.95 $10.73 §$ 4.95 $510.47 $ 4.95 510.47 $ 4.95 S§i1.12 $ 4.95 $1l1.12

I XIaNdddv

Container ’ . 3.09 4.35 3.09 4.35 3.24 4.25 3.24 4.25 3.16 '4.03 3.16 3.03
Line~haul to port 3.74 2.10 3.74 2.10 3.74 1.83 3.74 1.83 3.74 1.59 3.74 1.59
Port handling - - - - - - - - - - - -

Ocean . .
transportation 11.06 11.42 11.06 11.42 11.06 11.42 11.06 11.42 11.06 11.42 11.06 11.42

Port handling 2.14 7.17 - - 2.14 7.17 - ’ - T 2.14 7.17 -

Line-~haul to .
 destination 4.05 2.09 2.73 3.10 3.87 2.09 2.09 3.10 3.44 2.09 1.77 3.10

.Destination )
. sdzvice 4.26 1.93 4.26 1.93 4.02 1.93 4.02 1.93 4.73 1.93 4.73 1.93

Adll:ln.l-ttativa .35 .35 .35 .35 .46 .59 .46 .59 .41 .47 .41 .47
“Claims < -.16 - .16 .16 .16 _.16 .16 _ .16- ' .16 :160 .16 .16

davds s3.e8  s29.98 $3a.82

_Total DPM cost 33‘3 80 $40.30  $30.34. $34:14 . $33.64 $39.91 . §29.72 3 |
©ITGBL rate © . - 543, 51”'5‘59569}*'fsﬁa?s;}?$csi§§ﬁf:f;s93i§15_Sds-a?*iﬂvsqsgsl“ | '$43.51°./545.66 . '$43.51. $45.66. ~C
"_;.?:mni-tntiv-. . __,-43' .32 a3 32 e .36 L -"_'.'49_"f : .36"' CUU e 3 T a6 L 3a

_:_Toeal Imnx. ___543.94 -$45.98 $43.94 .$45.98 sﬁ)s;‘OO'.' 546 23 .. sii.‘oo ..,sds.-z:i . .$43.97 - $46.00 s_45.97. $46.00

. under (-) DPM . $10.14 §5.68  $13.60 §11.84 . .- '$10.36 - s__ 's.ja'z . $14.28 "§12.48° - $10.18 S 6.02 . '§13.99° §12.18

"n:e-nt e or:_ G N T Caniie TR :
“under (-) ex~ i :
pressed.as porcant T T T U U Y S L S
Of ITGBL cost  23.1 ~12.4 ° - 31.0 - .25.8 . . 235 C13.7 G 32.5 .

2320 131 38 L26.8

'

I XTQNZdav |




Between JPPS0O San Antonio
and Ramstein

Between JPPSO and San Antonio
and Wiesktodea

Between JPPS50 San Antonio
and Mildenhall

Dooxr_to pler Door to door ~Door to pler Door to door Dooxr to plexr Door to
Cutbound Inbound Outbo 1 und Outbound Inbound Outbound Inbound Outbound Inbound Outbound iInbound
Origin service $ 4.95 $11.16 § 4.95 $ll1.16 $ 4.95 §11.45 $ 4.95 $11.45 $4.95 $ 9.91 $ 4.95 § 9.91
Container 3.26 4.61 3.26 4.61 3.26 4.37 3.26 4.37 3.11 3.12 3.11 3.12
Line-haul to port 3.74  1.83 3.14 1.83 3.74 1.59 3.74 1.59 5.21 1.11 5.21 1.11
Port handling - - - - - - - - - - - -
Ocean . ‘
transportation 11.06 1).42 11.06  11.42 11.06  11.42 11.06  11.42 10.31  12.16 10.31  12.16
Port handling 2.14 7.1 - - 2.14 7.17 - - .78 7.21 - -
Line~haul to
destination 4.99  2.09 2.09 3.10 4.06 2.09 1.77 3.10 1.89 2.09 1.95 5.52
N Dntl.natlon : :
~ . asrvice 4.65  1.93 4.65 1.93 4.91  1.93 4.91 1.93 4.08  1.93 4.08 1.93
Mninistrative .39 .23 .39 .23 .38 .40 .38 .40, 33 . .18 33 e
Clains .16 .16 b16 . .16 .16 ¢ .16 - .36 .16 216 .6 16 .16
_ _ e LT L T : R : T e : _ =
Total DPH cos 234 540.60 - . ' : 47 .$30.10 .$34.09
k DPM cost $35.34 s;g 89 $30.30 $34 " 334 66 54 g,‘ - .Sgg&;; _f;;,g;_ _a;g_gg 337 01 ~ 1§30.10 $34.09
ITGBL rate '$43.51 - $45.66 $43.51 $45.66 -543 s1 sas ss $43. 51 $45.66 $41:08 $39:01 | 11$61.08.°.$39.91
Adainistrative . ‘ . o : o o . '
| cost . . Co42 2 .42 .29 .56 | .33 .56 . . .33 .47 ..32 .47 . .32
Total ITGBL . 343 93 $45:95  $43.93 $45.95  $44.07 $45.99  $44.07 "s;s,99=‘7:_$41 55 $40.23 §41.55 540.23
-under. (~) DPM  § q.ss $ 5;35-'_1-313.63 $11.5) ©$13.84  $11.57 $11:45. 5 6.14

- :Pazcent :over or

'$ 9.41 5 5.41

_510.73;-3 2.36-

I XIAN3Iddy

‘I XIQNEdAY
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Between JPPSO San Antonio Between JPPSO San Antonio Between JPPSO San Antcaio

I XIONAddv

and Rota and Naples ) and JPPSO Hawaii
¥Door_to _pler Door to door Door to piler Door tao daor Booor_to pler Door to door .
~ Outbound Inbound Outbound Inbound Outbound Inbound Outbound Inbound utbound Inboun Outbound Inbound
Origin service $ 4.95 $ 9.56 - - $ 4.95 $ 8.36 $ 4.95 $ 8.36 $ 4.95 S 8.80

Container .47 3.89 - - 3.47  3.39 3.47 3.39 3.29  4.98
Line-haul to port 5.91 - - - 2.09 .86 5.21 .86 8.20 -
Port handling .- - - - 6.20 - - - 2.83 -
ocean /
transportation - - - - 20.16 19.80 20.16  19.80 9.50 10.88
Port handling - - - - - 6.93 1.52 - - 1.62

Line-haul to

" destination - 5.91 - - .87 2.09 .75 5.14 - 8.20

N _ Destination . _
- _ service 2.80 1.93 - - 3.57  1.93 . 3.57 1.93 4.75  1.93
. Mministrative .23 14 - - .29 .18 - .29 .14 .66 .51
Clains ae : ' -

'mnl mm co-t s s

$28.79 - $29

. ITGBL rate §42.70  §45.92: - " §42.70. $45.92. saz 64': $34.19 - -
,-.'..;..__uam.eu‘m. 86 .18 ' 26 .80 71

Total m:t. szs zs*"szs;oz:_"__;'

_'mm. over or - IS e
“under ‘() OPH - s_11_;-7_;_ $ 8,330

" percent. over or

CCs4Bils. - $33i44 S34.90

), $6.40 . 5-0.90 §-2.18

..under (=).e@x~" : ; ; .
.pressed as percent . . .. = ' o
-of TTGBL cost _.40.1 27.8 . - -




€¢

' Naval Supply . Center- R
. Hote 1

Between NSC (note c) Oakland . Between NSC {(note ¢; Oakland Between NSC (note c¢) Oakland

bI'l'cBL traft’xc to and: t‘ram Rota moves via cOde 5 under vhzch the Govemment prov:ldes port handling -and ocean transpomtxon..

cbl'x cost figures are baaed upon pier-to-door outbound and door-to—pier inbomd nooxbto-door service vu not avaxlable.

Door-to-pler anip-onu ltutted 1nto uavans at o:igin mstallahon. unstufted at pozt -of deoukation, and
transportea to destination by.rail or motor .carriers. DooOr-to-door lnipn_c_nts stuited into’ seavans at . ongln
inltallatlon .and_unstufted at.destination .installation. - :

Note 2: '

...Ihe .DPM cost -shown in thu lppendu is based.on_the as.unption that l.ll “ITG L,tutnc moving -in. the- ‘teaffic
-chahnels teviewed ‘would  be. diverted r._o -DPM and move ‘in. truckload quantiuec with- an lnvans bei.ng stuffed
._vu.nx.ne equivalcnt o 5{ type-n nou ehold go’d‘ds containe:s. ABee.. Pe A0) ‘

and JPPSO Hawaii and Rota and Naples
Door_to pler __Door_to door _ésl??g__s_g_gi_e_r__ Door to door Door to pier _y, ~Door _to_door
o"“T‘P"mu:boun Inbo! Jutbound Ichound Outbound Inbound® Outbound Inbound Outbound Inbound® Outbound Inbound
Origin service $ 6.88 § 8.80 $6.88 $ 8.80 $6.88 $9.56 - - $6.88 § 8.36 - -
Container 4.07  4.75 4.07  4.75 .19 3.68 - - .19 315 - -
Line-haul to port - - - - 11.36 - - - 9.16 .86 - -
‘Port handling - - - - - - - - 5.95 - ’ - -
Oocean N
transportation 9.50  10.88 9.50 10.88 - - - - 20.16 19.80 - -
Port handling .49 1.62 - - - - - - - 6.93 - -
Line-haul to ’ :
~ dastination - - - - - 11.56 - - - 9.16 - -
Desvtination ’
service 475 3.83 4.75 3.83 2.80 3.83 - - 3.57 3.83 - -
Administration 65 .85 .65 .85 .22 .48 - - .28 .48 - -
Clains .16 .16 .16 .16 .16 .16 - - .16 .16 - -
Total DPM $26.50 $30.89 $26.01 $29.27 $25.81 $29.27 - - $50.35 .. $52.73 - -
1TGBL rate $30.06 $29.89  $30.04 $29.89  .$31,19 .$30.94 - - $48.40 . $47.02 - R
_ Mainistrative .56 .86 .56 .86 .22 - - .21 -41 - -
. Total n-csr. 7. §30.60 -$30.75: . $30.60 $30.75 . $31.41 - - L= - $48.61 547, 43 - -
—. ITGBL w‘r or . . o ) . ) L [RNEEE ~ e . e _j. . —':',,__'.1 : o - _ V ‘-
under (~) DPM ~ '$ 4.10 $-0.14 .. $4.52 5 1.48  $ 5.60 §- .- o $*._1._'_M-_-$-__-5_._30 - -
Percent over or o ' e R T
under ‘(~) ex- .
p:eued as pezcent 5 . BT .
of x-ran.cou L 134 T 15.0 . 4.8 17.8. 57‘ - - _36 112 - -

I XIAN3ddy
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APPENDIX II ' APPENDIX II

The useful life of containers was assumed to be three moves.h;?J

Claims--The added cost to the Government for clalms on, S
DPM shipments was considered to be that portion of tot' E
claims on ITGBL shipments paid by the. forwarders. Ini* o
responding to our earlier report, the forwarding 1ndustry
estimated that its cost of claims: averaged $6.87 for each.
shipment, or about 16 cents per net hundred pounds on an
average 4,200-pound shipment. - .

Government administrative cos*--Admlnlstratlve costs_
to the Government were estimated on the ba31s of the spec1fr
administrative functions required under the two met'ods of
shipment. To save time and audit work, we general 'V
oped costs on only those admlnlstratlve funttlons pe._,i"
to the specific method of shlpment. : . B

Forwarders' overhead costs--When respondlng to our
earlier report, the forwarding 1ndustry said, that ;tsy

head costs averaged $97.41 for each sh1pment.~ By ai
thls figure 1n accordance W1th changes to the cons'j

pounds.

Single-factor rate--We developed. welghted average j
single-Ffactor rates (see p. 20) on the basis of the nunt
of calendar days that different rates were ‘in effect. ,
These rates were adjusted for currency fluctuatlons andQ‘
other pertinent factors. _ . : S

i
L
i
)
-t
-}
N
I

i
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EVALUATION OF ITGBL RATES PROM APRIL THBROUGH JUNE 1974
(cost and rates per 100 pounds net weight)

Between ) Betweaen Between Between Between
Canmeron Station Cameron Station ~ Camercn Station Cameron Station Camsron Station
and Seckenheim and XKaiserslautern and Prankfurt and Ranstein _and Weisbaden

un Gutbound Inbound Outbound Inbound -Gutbound inbound, Cutbeound  Inbound

———

Origin sexrvice - $10.28 $18.75 $10.28 $18.75 §10.28 $18.75 $10.28 $18.75 $10.28 $18.75

TTT XIANIddV

Container cost 2.62 3.62 2,90 3.85 2.89 3.67 2.90 3.41 2.94 3.67
Line-haul to port 1.34 (a) 1.34 - 1.34 - - 1.34 - 1.34 -

Port handling 1.28 (a) 1.28 - 1.28 - 1.28 - 1.28 -

Ocean
transportation 11.84 12.51 11.84 12.51 11.84 12.51 11.84 12.51 11.84 12.51

Port handling - 1.28 - 1.28 - 1.28 - 1.28 - 1.28
.Line-haul to :
. destination - 1.34 - 1.34 - 1.34 - 1.34 - 1.34

; Destination cost 10.00 3.66 1 10.00 - 3.66 . 10,00 3.66 10.00 3.66 10.00 3.66

N

- Overhead cost 3.57 3.57 3.57 3.5 - 3.57 - 1.3.57

3.57 3.57 - 3.57 3.57
. -Total ‘cost. to ' -

-8

4.78

7+ Adjusted weighted | _
" average single- < <
factor zats . ..  $53.56

- Porwecdar protit 1243 3.62 12.35 12.36 - 9.87 . 12.35 1043 12 9.67
: - of total cost - & | 30:2 - 215 1-30.0 - - 30.0 - 22:0 30,0 - 23.4 - .. 208 216 . Lo
o
- - -4 %
3] :
o :
o
B H _
L _




- >
Between Cameron Station Between Cameron Station Between Cameron Station Between Cameron Station :S
and Mildenhall and Rota and Naples and JPPSO Hawaii t
Outbound tbound _._..__TM Outbound Inbound Outbound Inbound OQutbcund Inbound 2
Origin cost ' 510.28' $15.91 $10.28 $12.78 $10.28 $ 8.50 §$10.28 $10.66 El
>
Container cost 3,20 4.12 2,85 3.68 2.85 3.42 3.01 3.6 "
Line-haul to port 1.34 - 3.54 (b) 1.34 - 12,32 - :
Port handling 1.28 - (b) (b) .45 - .50 -
transportation 11.84 13.11 (b) (b) 22.59 23.32 10.47 9.16
Port handling - 1.28 : (b) .50 - - 1.28 (b) . .50
Line-haul to .
destination - 1.34 (b) 3.54 - 1.34 {b) 12.32
Destination cost 13.13 3.66 6.97 3.66 4.50 3.66 ' 3.82 3.66
Overhead cost 3.57 3.'57 3.57 . 3.57 3.57 3.57 " 3.57 3.57
. Total cost . to - .
N . forwarder $44.6 $42.99 $27.21 $27.73 $45.58 545.09 $43.97 $43.48
N Adjusted weighted | | | o |
average single- ' :
- factor rate = . _$5-I.__06 $47.32 $33.87 .$37.20 $51.85 .$50.47 .. $45.26 $40.15
arder profit B

(=) 642 4.33 6.66 9.47 © 6.27. 5.38 _ 1.29 = -3.33 -

4.4 10.1 20.5 3.2 1.8 1L 2.9 1.7




Origin cost
Container cost

Line-haul to port

. Port handling

Ocean
tranaportation

Port handling

Line-haul to
destination

Destination cost
Overhead cost

_'!biii;éoit to

"forvarder

Profit as s percant
.- of total cost

Between
JPPSO San Antonio
- and Seckenheim
ou

$ 8.50 $18.75

3.02 3.55
2.27 (a)
.50 {a)

17.26 17.25

- .50
10.00 2.27
- 3.00
3.57 3.57
$45.12 .§48.89

Between
JPPSO San Antonio
and Kaiserslautern
ou

$ 8.50

$18.75

.11 3.78

2.27 -
.50 -

17.26 17.25

Betwsen
JPPSO San Antonio
and Prankfurt

Outboun
$ 8.50 §18.75
3.10 3.59
2,27 -
.50 -

17.26 17.25

- .50 - .50
10.00  2.27 . 10.00  2.27
- 3.00 - 3.00
3.57 3.5 3.57  3.57
$45.21  §49.12. $45.20  $48.93
$54.00 '$57.79. . $54
e

19.4 17.7

Between
JPPS0 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

Between
JPPSO San Antonio
and Weisbaden

Dutbound Inbound

$ 8.50

$18.75

.15 3.6l
2.27 -
.50 -

17.26 17.25

- .50
10.00 2.27
- 3.00

3.57 3.57

III XIANdddy



' Between JPP_SO.S!n Antonio Between JPPSO San Antonio Between JPPSO San Antcnio. Between JPPSO San Antonio
and Mildenhall and Rota ‘and Naples - _____and JPPSO Hawaii

o _ - ou : und “Outbound Inbound ~ Outbound. : Outbound  iInbound

br':l._gin. cost - $ 8.50 . $15.91 . §$.9.00 $i2.78 .8 ;_8_.56 $ 8.50 . $.8.50

Container cost 3.43 4.05 3.06 3.60 3.086 . 3.34

III XIOQN3ddv

$10.66
3.22 3.52

Line-haul to port 2.27 - . 6.74 (b) - .2.27 - ' 7.66 -

_Port handling .50 - ) {b) .50 - .50 -

17.28 . .18.17 () ®) 21.50 20.53 10.47 9.16
- .50 b) .50 - .50 ) ~ .s0

1343 2.2 Y ) . . 7.66

- . e3.00 - 697 382 300

3.57- . U351 . o 3.8 o 3.

351 3.57

850,80 BA.56 . ..U $34.97  $40.73 o esn.en. . s3e.de . $68S

Czae o G2es o se3 oS sas o teae . D Le2 . -ls2



Betwesa NSC .(note c) Oakland Betwesn NSC (note ¢) Oakland Between NSC (note c) Oakland
and Rota and Naples _and JPPSO. Hawaii :
"EEEEEE" lnhound oiEiEEi!"‘ziiiauna . Outbound  Inbound

B ] e ——

Origin cost $9.50 $12.78 $9.30 $ 8.50
Container cost - 3.18 3.52 . © 3.18 3.28

$9.30  $10.66
3.37 3.43

- - ® ®
.50 - .50 -

ITI XIAN3ddv

Line-haul to port 12.84 (b) : 9.70

Port handling {b) (b)

" Ocean _
_transportation (b) (b) 21.56

. . Part. handling (b) .50
. Liseshanl ¢

20.53 20.47 9.16
- .50 _ - .50
) 12.8¢ - 9.70 b)
- 6.97 13,34 450 334 - 3.8 3.34
3.5 3,87 : Y 387, 03,87 o 3.57 " 3.57

1..$36.06 g

- $s2.258 Uosesa2 TSt gsii0n  ga0.66

- $37.37. se2.03 : | $58.95  gs7.27 0 . sac.lc 83225

III XION3daV
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APPENDIX IV. | T

Mr. F. J. Shaier ' o
Director, Logistics and Communications Di
U. S. General Accounttng Off:ce e
Washington, D.C. 20548

Dear Mr. Shafer.

Thu :m m reaponse to your letter of Jyl

m:t;atmg actmn to expa.nd Code _"J- ''g
use of competxtxve rate filings for ho
following an evaluat:.on of the Okma.wa 'I",_
CY 1976. o




APPENDIX V

James E. Thamgsos, se." : _
Sisruiive Cominittrs. - -

Member at Large

Con) Hallr
Msl’u&n‘

Al F. Woklswets ./

General Conmzel
Wasthingion, D.C.

. $hould be done prior to. rewlation f'
© . “industry (Report, pp.4, 21),
-.,results can.be obtained onl_

anaac.unh R

R 'availabﬂity of Tow truckload ral
e van Mew Yo POints-and ports; assumed:an:
c .every instance,
~“which are lost to the qovernment
, system ‘ . :

" set forth therein. on 2 number of'

PHONE:
02 m-nuo_ _
Mr. Henry W. Connor -
: Associate Director -~ © .

Calvin' W. Sials o Logistics & Conmnications Divisian
Presidem . ' v United States General Accounting ¢
Walingwe, DC; -Washington, D. C. . 20548 :

HugaB. Mkl Dear Mr. Connor
Vice Presidem ' k
Seartie, Washiagion . e have carefuny revi
T ‘dated January 8, 1976‘-'- d ibini

Gertard Bluemlein - .. _
Member 4t S Jo

Moy modification of pres s reqnired m order Ll
Femon, Mlosn. Ied; are _reasonabl' o
e.,:-::::m - - (Report; p. 21) |
Memper at Large evels to “return O
New Yok, New York
'. . . .
Jack Kagso . . ; e
: e . . Mthouqh GAO takes he pos 1on that the-Secretary- _of;- .

5‘.‘:‘..‘1'..‘211"".. - Defense should attempt to: brina.this
Alamdris, Vepinia - - and make @ repart by June: of 197

The concIusions in the GAD report are based as cl rly
sumptions as follous,. -

Pyt
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' (1) The assumption that all household goods ship-' a o
ments would be diverted from ITGBL to DPM . | SR

(2) The assumption that traffic could be distributed L
so as always to permit, without unreasonab]e delay and addition- & :-
al costs, the movement in truckload lots and movement of‘suffi ent
traffic to require 10 Type Il household goods containers from on‘“

origin to one destination

{3) The assumption that the traffic channe]s studied
are representative of the traffic handled in “the ‘ITGBL . system. o L
and that the points selected within a given channe] are, representa- - i
tive of the costs of. servicing that channel : TR

We do not agree with those assumptions

First, the question of whether the distribution of
household goods of military dependents could be reordered so.as '~
to permit the accomp11shment of the required delivery ‘dates’ needed~
by the military members is a traffic and not an' audit determin
With a1l due respect, we do not feel that- the ‘General Accoun g,
Office has the expertise of a traffic manager and that. this?deter-.
mination is one to be made in the first instance by MIMC. From ‘an.
industry viewpoint; and based upon industry's experience,- it 'is not
possible to hold traffic to permit ‘the equivalent of 10 Type I ‘fﬁ“
containers moving from one origin to one destination and 'still imeet"
the RDD's imposed by the installation transportation officers ‘to" e
meet the needs of the military member. This' difficulty would be"
exacerbated when consideration is given to the Tower volume traffic
channels not studied by the GAO - _ : .

Second, 1t is our understanding, based -on discu551ons ,
during which the basis for your:report was thoroughTy considered .
no attempt was made to ascertain that the channels studied | er‘ i
fact representative of the total ITGBL traffic, except to ma {
that there was covered an Army, an Air Force, and a Navy ins; 1
tion. Furthermore, it is our understanding that no: attempt" ’
to determine that the point or points selected within a given'traf
channel were in fact representative from a cost: standpoint of the
studied channel. . L .

It is the Association's position that the channels A
studied are the high density traffic channels’ ‘and do not represent';'” Vo
a fair basis of costing out the ‘entire. ITGBL system It is furt L
our pnsition that within a given channel, the. .point.or points
are not representative since, for example, Rota ‘was - taken a '
point for Spain, which installation is Jocated at’ the . port ) wherea
substantial amount of traffic originates and destines at Torr jon . o
Air Base, which is: Tocated severaT hundred miles from the port and-‘ e

33




which, therefore, adds additional line haul expense not reflected
in the GAO study. Lastly, as p01nted out, in ‘the study- made by, - the
Logistics Management Institute for the. Department of Defense (Tas
69-26), the comparing of point-to-point charges in connection. Wlth
DPM with point-te-country-wide- costs and. point to- state<wide rates:
and costs for ITGBL unfairly weights the comparison 1n favor of DPM
and against the ITGBL mode. _ e :

1
I
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|

In 'support of your over-all conclu51on ‘some l1m1ted B
reliance appears to be placed upon prev1ous studies. ‘It 1s not’ our
intention to resubmit in detail the position of the Association: o o
these past studies However, we do have the follow1ng brief commentsl,u:‘"'

(1) To the extent that reliance is placed upon the
1969 GAO Report, we have previously submitted detailed comnents in
opposition to the conclusion reached-in that Report including the Vi
fact that a substantial portion of .the sav1ngs ‘estimated by’ GAO j“ %
flow from the use of vessels presently in ‘the: Maritime Administra. on.
laid up fleet and  their operation -in: competition with the’ Ameri an:";
Merchant Marine. It is our understanding ‘thdt such competition-wi ‘
private industry is not perm1551ble under the present lan i

':‘S‘

(2) To the extent that reliance is placed upon the,
Army Audit Report dated June 12,1972, we point out, as we: did +in .
our letter of September 26, l972 addressed to'the Honorable' Barry
J. Shillito, Assistant Secretary of Defense (Installations & SRR

Logistics), that the alleged savings set forth “in, that report flow' &
from the type of inaccuracies underscored by the study of 'the - “’f?"-
Logistics Management Institute and are based upon the availability
of underlying . .ransportation serv1ces which are either very limited
or non- existent. R : o

He 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 solely asa’ resul
ofthe elimination of the "me too" ‘cycle rates were.reduced from*20
to 45 per cent (Report, pp. iii, 14-15). We respectfully p01nt out -
that in 1972 MTMC created a competitively restrictive environme tﬁhy e
imposing as a condition to participation in thé Code J program g

all carriers have exclusive agents at all military 1nstallations*
overseas, with the result that only: eleven ‘carriers were found: qual- IR
ified to participate in this business.. _On' the ‘other hand, 1n'the Blas el
request for rate submissions covering the 1973  traffic, MIMC wi o
drew the requirement for exclusive agency: “arrangements ; thus opening
up competition, with the result that eighteen carriers submi’

for this traffic. As a result, we feel .it'is both" ‘simplistic-anc
inaccurate to conclude that the rate reductions were solelw att ,but
able to the modification of the rate filing system _ CRts
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Furthermore, the estimated savings of Sl 9 million -
is unsupportable. . We were advised ‘that 1t was predicated upon
the assumption that the estimated quantity of unaccompanied“wJ
baggage traffic -moving under the Code J program duringIlS73 S
consistent with traffic actually transported The fact is that
the traffic actually:moved in Code J during:19 t@; a
under MTMC's estimated traffic requirements for a- ,
first, the withdrawal and reduction-in force levels at al
program locations, and second, the diversion of Code 9 traf
DPM, even though: the DPM costs were'’ higher As a result ‘a :
determination of economies achieved would; at the: very leas a
have to be related to actual traffic handled ‘under the progra and
not predicated upon an estimated traffic volumefwhich has proven

to be totally unreliable 4

Lastly. the GAO Report attempts tb derive support from Lo
the MTMC experience ‘during the experimental' alled Okinaw
trial. In response to that, we point out that n ‘evaluation:
been made as yet of the reduction in"agent ¢ ab lity resul Fy
this procurement-method, its applicability t ‘other areas’ ‘and it
adverse impact on the viability of the ITGBL ‘carriers ‘invol
We must point out that the four.original low ‘1dders duringJ_
phase of the Okinawa trial, which- transport” Ier .o
the traffic, all, within the first 120 days;" S
phase of the program upon determining that their rates had be (A
reduced to non-compensatory 1evels, and ‘one of these ‘carriers ha
brought suit in the United States COurt‘of Claims for. damages-in
excess of $200, 000 R L

As GAO recognized in its Report any change in. the compet Y
tive rate-filing procedures should be ‘sich that would. pemit’ carriers NN
to file rates which will return their costs and an element of ‘pr
and will "encourage ‘high quality service ‘to: the military member,,
Until it is determined that the alleged savings' realized from'the =~
Okinawa trial have not resulted from carrier ‘rates being’ depr sed
to non-compensatory -levels, we submit. that ‘this experience ‘in i
way bears upon the reasonableness of the ITGBL rate levels cons
in the GAO study ' . R e

Despite the setting forth. of what we: conceive to be
deficiencies in the GAQ Report, we are the first to recog he
almost impossible nature of the task of- collecting actual't
on DPM shipments and nothing stated herein is"to be taken as'
criticism of the good faith of your. organization S effort in this:
regard. There is no doubt that this study is considerably more’ detai
angego?iiders many more of the problems than any study which pre-
ce

As we understand it, thlS study was taken pursuant‘t' a
request by Congress that the General Accountin q Office det
feasibility of selecting either the ITGBL ‘o e DPM
single method for international:household go srmovements;v' :
reasons stated in your Report, we concur thaivthere is no bas; ‘o !
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divert the tonnage presently. handled by ITGBL to DPM and. utilize ST
that method as the sole mode of: transport Me: earnestly submit, S
however, that if regulation is’ adopted which protects the Government P
against unreasonable ITGBL rates ‘the primary basis for:' the DPM
method would be eliminated. To: the ‘extent that DPM might be: required
for shipments: held at the port. for military- instruction*_ -f P
shipments below 500 pounds, it-is- ‘the -position of our Associat o
that good faith negotiations. between MTMC and the industry would‘u
produce rates for these services which would be’ reasonaplepto the
government, and furthermore, the reasonableness of “such ‘rates:we
be subject to review should. the proposed legislation bg.enacted'

the diseconomies which you find exist in using two competing modes
of transport, viz., ITGBL and DPM, can: be eliminated with'the: IT
method as- the continuing method, operdting with the restr nts o

_ I want to express our sincere appreciation for th
complete cooperation and courtesies shown to me and our working“
group during the course of our discussions . i

Sincere]y;fj-7-3

HOUSEHOLD GOODS FORNARDERS
ASSOCIATION OF AMERICA INC

,Aalvmhl Ste1n C )

President

GAO Note: Page number reference in thls appendix may not
correspond- to pages of thzs report



