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ECONOMIC DEVELOPMENT AND THE COLUMBIA RIVER
TRANSPORTATION SYSTEM

Yictor G. Atiyeh

Governor of Oregon

The Maritime Advisory Committee, which | formed early on
in my administration has been very helpful to me as we deal
with a variety of Issues +that relate to the maritime industry.
You might be Interested 1in knowing that | have +talked to
Governors Deukmajlon and Spelliman and encouraged them both to
do the same and they Indicated a great deal of Interest. So If
you have an opportunity +o taik to elther one of them, you
might encourage them to move along that 1Iine because it has
been useful.

The role the Columbia/Snake River System plays and the
role that each of you play has an Iimpact on every Oregonian,
although they really seldom realize it. Only 10 vyears ago,
most of +the <cargo on this river system originated within 75
miles of its banks. Today that sounds Impossible. Now the
Columbia River Snake River System has extended its Influence
more than 1000 miles to include 11 states and perhaps a quarter
of +the nation. Visitors to Oregon like to drive east from
Portland to enjoy the natural beauty of the Columbia Gorge.
They must return surprised at seeing a waterway that s
reminiscent of the Misslssippi or the St. Lawrence Seaway. As
the second largest river system 1In +the United States, the
Columbia/Snake system 1s a most significant iink In the modern
day transportation system +that has become the substitute for
the Northwest Passage sought by our early explorers. The Port
of Portland alone serves 500 businesses In this region, Just
the Importation of automobiles at +the Port of Portland lIs
belleved to contribute directly or indirectly to 9000 jobs.
Although it has been said that water and politics do not mix, |

know you have problems that do Involve politics. | recognize
the critical Importance of +this waterway to the Northwest
Region and | have worked aggressively to explain that
importance to our |awmakers In Washington D.C. And let me just
take a little aside and +tell you that our own Oregon
congressional delegation is acutely aware of the value of that
waterway. For example, I directed Oregon State agencies to

work directly with our congressional deliegation to ensure the
deepening of the mouth of the Columbla River and the critical
work at the Bonneville Locks. This kind of work will be
essential as our trading patterns continue +to shift, glving
greater emphasis to trade with the Orient. We now look forward
to the deepening of the Columbia River Bar by next year and the
Bonneville bottleneck also is on its way to being solved. And
here in a large measure, we need to thank Senator Hatfleld.
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I find it refreshing to find Ports and shippers along
this important river system, ports and shippers that some might
conslder to be competition, working together on your common
goals, not trying to determine who In fact is superior. Those
of you who are here this morning and who were former military
personne| know about the endless arguments +that go on over
which service branch Is superior. The story that the Marines
ITke to tell concerns a group of Marines who were sent to an
Army base for airborne training. An Army lieutenant told them
they would be expected to Jump from an airplane at 800 feet,
regroup on the ground and head north. After the briefing
several of the Marines asked the lleutenant 1f the piane could
be lowered to say 500 feet. The lieutenant patiently explained
that at such a low altitude the parachutes would not even open.
To which one of +the surprised marines replied, "You mean we
will be wearing parachutes." The point Is that any competition
that the ports and the shippers on this system have felt has
not softened vyour common resolve +to provide the best
transportation system anywhere. It has not softened your
resolve to work ‘together 1In partnership +to plan your jJoint
future. And | sincerely thank you for that.

As Governor of Oregon, | know the value of +the system,
] conslder 1t a vital component 1In Oregon's economic
development efforts. Oregon needs the Columbia/Snake River
system to promote Itself aggressively as an International
trading partner. Oregon's unparalleled efforts to secure new
international trade will contribute +to an even greater growth
ot traffic on this system - a system that has seen a tripling
of cargo tonnage through the Port in only 10 years and for all
of our Oregon ports as well.

The Germans have a saying about Americans that
I'tlustrates Oregon's commitment to International trade. In
America they say "an hour is 40 minutes." Oregon is pursuling
its International economic development efforts with that kind
of energy, without the mistakes that come with careless haste.
I must admit we recognize that our state was late in actively
promoting international trade. But we are making up for lost
time. We are providing assistance to companies iInterested Iin
expanding thelr export business. We published an exporter's
handbook to show Oregon companies +the mechanics of exporting.

We are conducting overseas promotions, four in 1982 alone. We
invite trade delegations from other nations to visit Oregon, to
talk with our industrial and agricultural leaders and

suppliers. We have established sister-state relationships with
the Paclific Rim nations +o further business and cultural tiles

and | personally led a trade delegation to Japan, Korea, and
Talwan.

Capt. Robert Gray named the Columbia River after his own
ship iIn 1792. He was obviously impressed with the waterway.
He would be equally impressed today If he could see what you
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and people like you are doing with this important river system,
all the way from the Pacific Ocean to Lewiston, ldaho, on the

Snake River, I've been aware of the aggresslive nature of our
trying to reach for uses of +the Columbla River and the Snake
River as a transportation system. Earlier | had indicated we

were drawing from as far away as the Midwest. You know and |
know there Is keen competition between the Mississlippi and the
Columbia systems. Where we thought of ourselves In small
terms, we are +today In fact Into the entire market of the
United States. Linking transportation, then, Is Important to
Oregon as an economic development effort. As you have triled to
talk to your colleagues about coming into our state, among the
things +they +talk about is the avallabliity of transportation.
And you make that system better. And, of course, as you are
able to service the fleet of barges or +tugs or ships, that
makes us stand out even more. So that is why | am here this
morning. Not only to kickoff your meeting, but to thank you as
a governor for your contribution to our economy. And to glve
you my renewed pledge to +the Columbia/Snake River System
battles as Oregon's battles.
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INTRODUCTION

Capt. W. Gibson Carter
Marine Extension Agent, Portland Area
OSU Sea Grant Extension

After this, the tenth annual conference of The Future of

the Northwest Maritime Industries, | belleve we have created an
instrument of value with characteristics of permanence. Its
strength perhaps Iies In +the mutual support of +the (a)

cooperating organlizations:

OSU Extension Sea Grant

Portland Shipping Club

Portland Steamship Operators

Propeller Club of the Port of the Columbia River
Women's Shipping Club

WSU Cooperative Extension - Sea Grant

(b) +the committment of +the membership of +the sponsoring
organlzations, (c) the industrious individuals from these
organizations who steer the conference, and (d) the flexibility
of the conference topics and agenda.

It has been pointed out to me repeatedly that one of the

special features of this conference Is that each Is different
in subject matter and to some degree those In attendance. This
overall iIndustry support and conference flexibility is probably

our greatest strength. The steering committee tries very hard
to plan topics six months ahead and provide a program which is
timely, educatlional and of immediate benefit to a majorlty of
those assoclated with the Columbla/Snake River maritime trade.

| take this opportunity to remind you, +this s your
conference, dedicated to +the Columbia River Baslin and Its

supporting industries. | am always searching for agenda items,
methods of presentation, criticism of previous programs and
ways to better serve those in maritime commerce. I want +to

hear from you.

Sincerely, 7

Gib ‘Carter




PANEL: SHIPBUILDING, REPAIR AND MAINTENANCE

The Portland Situation

George Tuckey, Vice President and General Manager
Northwest Marine Iron Works

The +title of this section is "Shipbuilding, Repalr and
Maintenance," so | +think we should say a word about
shipbuilding. Let's say three words: there isn't any, unless
we consider the barge building that Is going on at FMC and
Zidell. And Northwest Marine lron Works builds a barge once In
a while. But there is the capability in town for shipbulliding
if we ever have that opportunity.

The major thrust of our business is ship repalr and we
are very fortunate to have probably the best ship repair yard
on the West Coast and as good as anything that | know of on the
East Coast. Everything 1is modern, everything is accessible.
Most of you people know all about the yard. But for those who
don't, the Port of Portland yard is a publicly-owned yard.
Anyone can set up business there. Anyone who feels they want
to get into this business can do so at the yard and | am sure
David would be happy to rent you some space.

When congress determined +the Alaskan oil would be
confined to domestic use, the Port asked the people to back a
bond issue so they could modernize the yard and the people did.
We put about $65 miliion into the yard to build Drydock #4, the
largest floating space there is, and generally upgraded the
yard to a point where | think we can do anythlng. Basically,
we try to confine Drydock No. 4 +o the tankers; however, it is
available for anything. The crane capacities: we have 16
cranes from 45 tons to 200 tons, very modern cranes. We have
piped in gas, oxygen is piped around, we have a water treatment
facility +that takes +the bilge water and the slops off the
tankers or whatever ship, separates the harmful chemicals and
oil out of it, cleans it up and puts it back into the river.

We had an opportunity to tour the Newport News Shipyard.
They say their shipyard is the most modern in the world. They
were bragging that pretty soon they were going to put in a
water treatment facility. We are about 15 years ahead of them.,

As | said, the new drydock was basically designed for
the Alaskan tankers. There are about 36 tankers on the Alaskan
run right now and between six and nine of +hem can only be
docked in Portland because it is the only drydock big enough to
handie +those particular ships. We think that this same number
of tankers will continue to run, and if the oil production gets
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bigger in Alaska we are golng to probably see more tankers.
The tanker work Is almost 100 percent of the work we do in the
yard. My company, Northwest Marine, is active in Navy repalr
and overhaul. This yard Is 1Ideally suited for Navy work. We
recently modernized one berth and we are going to modernize
another one, especlally for Navy ships. It requires a little
more than the normal. We have to have sewage for it, 400 cycle
power, and a few speclialized things for Navy ships. Portland
is a good Navy town, the sailors like I1t; they used to tell me
it's Illke +they are on leave all the time. It Is hard to get
Navy in here though because we are not a home port. We are in
competition with the West Coast for Navy business. Frankly,
there 1is very |i1ttle Navy business now. With No. 4 drydock we
can drydock anything +that +t+he Navy has, except we haven't
figured ot a way to get a carrier through that railroad bridge.
The drydock Is capable of battleships on down. We do most of
our docking of Navy destroyers on what we call No. 1 dock,
which Is a 15 thousand +ton dock, ideal!ly suited for that sort
of thing. (By the way, there are four drydocks at the Port of
Portland, for +those of you who don't know it. One, three and
four are excellent docks. David Neset Is frying to sell No. 2.
I+ Is a wooden pontoon dock. It 1s getting old, but it Is a
good dock. Anybody who wants to buy a dock, | would recommend
you see David.)

The bidding practice for Navy work has <changed

considerably In the last few years. In the past, we had an
allocation system. The West Coast is divided up into three
Navy Districts. The 13th District 1Includes Portland and

Seattle. Then there Is the 12th and 11+h Districts as you work
south. And in years past, the Navy would allocate a ship to a
particular district and then the shipyards 1In +that district
would compete for that overhaul. That was nice because we were
all competing, we all had the same wage rate, we all knew each
other and there seemed to be plenty of work. It was always on
an IFB, Invitation for Bid. Low bid gets the job, regardless.
Well, now +things have changed. The largest portion of
competition 1is on the total West Coast. When the Navy decides
they want to overhaul a ship they will request proposals, known
in the business as an RFP. Now wlth the proposal, the low
bidder does not necessarily get the job. The shipyards up and
down the West Coast each will prepare a proposal and they get
voluminous. We have to tell +them our background, exactly how
we will do the job, work up the schedules, get into the finest
detall, and resumes of all the people who will work on the job,
and this happens over and over and over. Every Jjob we have to
do the same thing. We have +to explain the same thing. You

would think they would catch on after awhile, but that's how it
goes,

Most of the work we are doing now and in +the past, Is
with auxiliaries and amphibious ships. We now are also
overhauling ships of the line -- the destroyers and cruisers,
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frigates especially, we have done a number of frigates. These
are considerably more complex than the auxillaries but we have
been quite successful. We compieted a Job last year on a
guided missile destroyer, a highly complex job. When the ship
came In the yard, it looked |lke a garbage dump. There wasn't
anything on it working properiy. We had a year's work, which
we completed in 11 months. The ship has been back In service
and we haven't had the first guarantee item. Everybody's very
happy with it and | think +this speaks well, not only for our
company and our management, but also our labor force. We do
have an excellent labor force In town.

Presently, we are not bidding anything, although we hope
to shortly. One thing about what we have done in the past. In
the 1ast 10 years we overhauled nine Navy ships and the total
value of those nlne overhauls was $140 million. Translated
into 1983 dollars, +that 1Is $178 miliion. So that is a
significant industry 1in itself. | would guess that about 65
percent of that Is direct wages. Probably 85-90 percent of the
total Is spent right here in town: for wages, parts, material,
and so forth. The destroyers and frigates that we are doing
now are more complicated, so the cost and the value of the work
Is considerably higher. We expect a rising graph of cost for
Navy work. The Navy has gone to a system of 5 years between
overhauls, which, as a naval architect, | think Is dangerous as
hell. In that 5th year you have a ship that Isn't any good +to
you. When we see them after 5 years, there Is nothing working
on them. | don't know what good a ship of the Iine Is when you
can't fire the guns. However, thls Is the Navy's way of trylng
to save some money, and | assume they are doing it.

Let me explain a |ittle bit about another market in
town, the foreign work that comes in. We service the forelign
merchantmen that come 1into town, usually on the waterfront,
Very rarely, unless it Is an emergency, wliil we see them In the
shipyard. They will not be drydocked, they will go back to the
Orient, or wherever they came from because the price Is lower.
When they absolutely have to have something done +to load or
unload cargo or get back home, they will call on us.

We service between 500-600 ships a year. The total

gross value of those 500 service calls Is about $3 million, so
you can see that each one is quite small. | would expect this
market to continue. | don'?t really think it Is going to grow

any, but who knows?

~What can we expect in the future? Well, the Navy wants
a 600 ship Navy. | don't know whether they are every going +to
get it or not, but they are certainly trying. As far as
overhaul work, this is good. The more ships there are, the
more opportunity to overhaul. The largest number of ships that
the Navy will have will be destroyers, cruisers, frigates In
that class, which again we applaud because that is our stock In
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trade. We like them, we Iike to overhaul that type of ship.

We will not ever see nuclear ships in here, but we really don't
care. There are a few nuclear cruisers around. They are
always serviced in the public yards, the Navy yards. I would
expect that It will be two years before we see the overhaul
period start for the ships +they are now building. The FFG
program and 963 class program will be coming up about that time
and there will be a continual run of overhauls. As I say, we

expect to see this in about two years.

The tanker fieet, as | mentioned, | think will not
diminish. It may not grow +to any more ships than there are.
In fact, some of the larger ships may be goling on that Iline.
However, +those ships will continue to be avallable to us.
There is drill ing In the Gulf of Alaska. Maybe the production
will step wup in +the Guif of Alaska, although | heard a
disquieting note yesterday that ARCO abandoned one well. I+
was the most expensive drilling they had ever done and It was
in the Gulf of Alaska and they were In a dry hole. So we don't
like to hear that. | expect they will move thelir gear and try
again. | hope so.

As for the dry cargo fleet, we will continue to see
wheat exported. This is usually exported on foreign bottoms.
A little work is available there. As for breakbulk cargo,
again, | think that all we will see 1Is container ships. I
think that the old days of ships with masts and booms are about
gone, However, there Is some pending legislation known as the
Lindy/Boggs Bill that, 1f passed, would lead +to a bulldling
program for cargo ships in the U.S.

When | was flying back from Washington iast week, | was
reading an article In Atlantlc magazine about nuclear energy.
There was a very lInteresting section 1In there about a poll
taken by the Research Institute of International Awareness at
Columbia University. This poll was taken of sclentists,
industrial leaders, and government leaders and the amazing
thing to me was that 84 percent of these people think that by
the vyear 2000 coal will be our major source of energy. Now it
was followed by oil, natural gas, nuclear fisslon and solar
heat, In that order. | think we are going to have a coal
facility in town. |If there is anything to this poll, if these
people know what they are talking about, we should expect to
see coalers In town. As a matter of fact, we should expect +to

see a great number of them. So, it Is a possibility for future
work.

QUESTIONS AND ANSWERS

| QUESTION: You said you didn't do any new ship construction.
| Would you consider doing any?
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Tuckey: The only facility right now for new ship construction
is at FMC, who are friends of ours and we are exploring new
construction with FMC, They would |Ilike to build the hull
itself; they would like us +to take it from there and do the
outfitting and finish the ship. Yes, we are pursuing this, but
there just isn't any availble right now.

Elfzwater: | can add +to +that that Dillingham Corporation
routinely soliclits blds to bulld its tugs and barges and we are
offered that opportunity, As a matter of fact, I know

Northwest Is. But as a practical matter +there is so much
capacity avallable throughout +the U.S. that 1it's Just not
realistic for wus to start up that business here at thls time.
To say that we would never do that, we couldn't say that.
There i1s a good shipbuilding tradition in +his area. But agaln
it 1s a matter of economics that Is holding us back at +this
time.

QUESTION: George, what portion of your business Is slanted
toward MSC, Military Sealif+?

Tuckey: Well, when +the Military Sealift Command has work
available, we bid it. Over the past '10 years, probably 15
percent of our work was MSC.

Beali: One comment that | might make is, George touched on the
favorable treatment that the Navy personnel receive when a ship
I'lke the U.S.S. Wilson comes into the Port of Portland. | just
want to reemphasize what George sald. When | am back in
Washington D.C. talking to Navy personnel, | hear that every
single trip. "You are the people that really put on a show for
our people out there." Well, we do, we +reat +those people
very, very well. It is partly attributable to the Governor, to
our congressional delegation, the City Club, the Navy League,
the Chamber of Commerce, the Mayor and the entire northern part
of the state turns out for +hose people, and we really do put
on a show for them and they remember it. | had one other
comment. George touched on the amount of work at the Newport
News yard we saw last week. You might also elaborate on the
difference in working conditions at Newport News. We have
approximately, at Swan Island, 1000-2500 workers; It goes up
and down, obviously with the amount of work. They have almost
29,000 in the Newport News yard, but I'il tell you when you go
out here to Swan Island, those people are humming. They are
really working hard. At the Newport News yard, we started
counting to see if, In any one area, at least a third of +the
workers were working or looked |ike they were doing something
other than talking to the person beslide them.

Juckey: I think about 10 percent was the best count we got.
There was a group of people lifting up a little kingpost and
there were 15 people standing around that kingpost. Now you
are talkling about a two man Job. | don't know where the money
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Is coming from.....| know where the money Is coming from, the
government. It 1s an Indication that Scott and |, of course,
always complalin we are not getting enough production out of our
people, but when we see something |l1ke that i+ makes me feel a
whole lot better.

Beall: We also received very good marks from the Navy on +the
housing, +the module housing that we had out at Swan Island
during the overhaul of the U.S.S. Wilson. Some of you may know
that It is under new ownership and | might ask George to
elaborate on that.

Tuckey: What you read in the paper wasn't frue. Those units
were under |ease, the lessors sold the units to the Rajneesh,
not Northwest Marine Iron Works. They are dismantiing the
units. Going to take them to Antelope, | guess. But 1f we
ever have a need again, we can lease some more units and put
them on the same site. Northwest Marine lron Works was not
dealing with the Rajneesh.

QUESTION: Do you have any Information on the subject of 70/30
versus 50/50 splits In private yards versus Navy yards? What
do you know about that?

Beall: We have some tentative information on that. That is

one of several Issues that Congressman AuColn has been workling
on with his new position over at the Defense Subcommittee of
the House Appropriations Committee. They held an executive

sesslon last week, executive meaning private, +the public was
not allowed to attend. But we spoke with several of the key
staffers that work for Chairman Adabo afterwards and In the

middle of a number of other issues +hat |'|] discuss later,
they said that the 70/30 split was addressed and there Is still|
@ possibility that there will be some adjustment. By the way,

the 70/30 split refers +to a Navy administrative policy of
overhauiing 70 percent of the ships in Navy yards, 30 percent
in private vyards. We will not know the outcome of that until
they go to the full committee.

Ihe Situation in Other West Coast Ports

scott Fitzwater, President
Diltingham Ship Repair

This is a very tight |Iipped Industry, as you might
expect, because it is also a depressed one. So when | talk
about what is going on in other ports, | am really expressing
an opinion. | might also preface my comments by stating |
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believe our interest in other ports Is in a comparative sense.
We are not particularly Interested in what they are doling that
we can't do, or never would be able to do because of the
different markets, but In the sense that we actually compete
for the same types of work.

Some other general comments: As | mentioned, the
industry, worldwide, Is depressed. That is primarily a market
problem. In the U.S. it's worse off; not only Is it a market

problem, but It 1is a competitive problem. As George alluded
to, we have costs that, by +the world's standards, are simply

foo high. It is primarily a factor of labor and there 1is no
way our labor rates wlll ever come down to the point where they
are competitive on a woridwide standard. So we are not asking
our unions to try to come In line with international

competition. Our purpose In getting any kind of wage freeze or
wage break is to get ourselves on a more or less equal footing,
at least within this country. Right now the Pacific Northwest
is a little higher in Its wages.

The West Coast shipbuilding and ship repair Industry
essentially was built in World War |1 and obviously the demands
on the industry were much greater then. Since then the market
has shrunk and the facilities have remained essentlally static
with the notable exception of Portland. Outmoded facillities
and excess capacity make for a very competitive situation. |
guess you would have to say that a house cleaning Is underway.
Management is trying to get some rellief on wages. Some of the
shipyards have closed. There are examples In every port where
there Is a squeeze on. In spite of that, the shipyard In
Portland has flourished. During the last two years the economy
has been bad, but +this shipyard has probably enjoyed its

greatest success. That is not the case in 1983, but | have
every reason to belleve that we can return to prosperity. | do
not believe for a moment +that the kinds of disputes we are
having with labor are the things that will cause us problems in

the long run.

We are a mature industry. You <coulid call wus a
smokestack Industry. You could call us a sunseft industry. And
that is one of our political problems: does the community
really need us? We feel +they do; we certainly need vyour
support. You are going to need shipyards In every port If you
want to sustain shipping. The adjustment +to the market is
going to be painful for allofus. But | believe +the people on
this panel are up to the task. We have certainly shown that we
can compete in the last two years and | believe we are the envy
of the Industry, particularly on the West Coast.

With that let's start going down each individual port on
The West Coast and | will try to make some comments as to where
we stand relative to each.




Starting with Vancouver, which is not a domestic yard,
but a foreign yard. It 1Is also an excellent one. There are
actually a couple of yards there, one in the City of Vancouver
and one on Victoria. The one we are Interested In Is the one
on Victoria. It 1Is a facillity designed to compete for the
large ocean going vessels. They have facilities that are at
least comparable to ours in quality and iIn general efficiency.
I would not say 1In any fashion +that we enjoy a competitive
advantage over the Canadlians in this regard. We do have a
larger drydock and that has again given us some advantage on
the larger tankers, although 1+ 1is only a few ships we are
talking about. But fhey have a graving dock and we do not. A
graving dock offers some advantages to ship owners during
repairs for the type of alignment work that might be required
on some ships. Most notably this seems to be a factor giving a
lot of Sealand work, U.S. flag ships, to the Canadians.

They tell me the work ethic up +there 1Is quite good.
That +the wage rates are 1iIn fact a little higher now, In an
absolute dotlar sense. But when you devalue the Canadlan
doilar, they are comparabie or even a |little lower. They
compete with wus primarily for foreign flag work, for barges,
that sort of +thing that might be driving by. And
unfortunately, recently, they have been gliven an opportunity to
compete for Military Sealift Command vessels. Though they
haven't been successful, +they have put in very credible bids
and they have been higher than what we would have been able to
respond with. | think they also enjoy some advantages In not
being restricted In how they compete Internationally. The U.S.
has set up Its own code of ethics and | don't want to knock it
in any great sense. But certainly our standards of how one
competes are not the same as the world's. | don't know, by the
way, the estimated employment in that area. There Is some new
construction going on as well as ship repair. | believe
employment Is certainly steady and probably will Increase
because they have a strong hold on any demands the Canadian
Navy has for work. They have a brand new floating drydock,
about 150 feet wide. Dillingham Corporation graciously dredged
the hole for them. Anyway, they are going to be around for
awhile and they are going to be a factor in our business. I f
the MSC continues to allow them to bid on thelr contracts, it
is only a matter of time wuntil they succeed. | view them as
our equals at this time.

Seattie Is a very large ship repair market and there s
a large ship repair base there. The primary yards are Tacoma
Boat, which is mostly new construction, Lockheed Ship Building
and Drydock (they are primarily new construction) and Todd
Shipyards. The other notable one is rpobably Marine Power and
Equipment. Employment is around 8,000 people in the area.
Again, most of them are focused on new construction, +they are
not competing with wus. However, Todd is. Todd has a nice
facility, a large drydock. They are kind of getting out of the
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new construction business and presumably will get their costs
In line. To date they haven't been that successful In
competing head on with us for the tanker business. They are
very successful, however, In the Navy overhaul market. Tacoma
Boat is an iInteresting company, perhaps Bill Slack would Iike
to talk about them a |ittle bit. They are the only ones openly
bucking the strike situation at this time, probably because
they are under some severe cash flow problems. But they
certainly have grown in +the last few years. Again, they
focused on new construction, although they have ordered a new
drydock and they may be a competitor with us also. Overall, |
would say that the quality of competition from the North 1is a
little grade below us on the commercial side and certainly our
equal of the Navy side.

George talked about Portland. We are two different
companies, we both hold master ship repair contracts with +tThe
Navy. George Is competing, we are not. But that is a matter

of choice at this time.

San Franclisco and the Bay Area is a smaller market and a
smaller base. | believe there are probably no more than two or
three thousand shipyard workers 1in that area. The largest
employer would be Todd, which now occupies the former Bethlehem
Ship Yard. The other notable shipyard 1Is Triple A, which
occupies a beautiful facility, +the Hunter's Point Naval
Shipyard. Both of those, in terms of facilities, are probably
very competitive. Portland has a slightly larger drydock, but
Hunter's Point has a graving dock which Is an advantage. Both
Seattle and San Francisco have battle groups, or will have
battie groups stationed +there. That is, Navy ships +that
weren't there before, which obviously Is a market advantage.
Both ports also have an advantage 1In the sense that the |iner
trade which we are no longer getting Is still calling in those
ports, I have heard of a concept of superports where as the
ships become more sophlisticated, more expense, It makes more
sense to use a few ports than a lot. Bring the cargo *to the
ship rather than the ship to the cargo. That probably doesn't

speak well for Portland and would also not speak well for our
Industry.

So there are quite a number of competitors in the San
Francisco area in addition to Triple A and Todd. Most of them
are dedicated to Navy business. They don't have drydocks.
Although there are a couple of facilities still +there and
presumably for sale If you would like to buy them. One is the

former Todd yard in Alameda, and the Port of Richmond has taken
control of a former Willamette Iron and Steel shipyard in the
Richmond area. But there are companies called San Francisco
Welding, Pacific Drydock Service Engineering, Southwest Marine

(non-union), and a number of other small ones. It is a highly
competitive area. | would hate to be In business down there at
this point, I think they suffer from much too much capacity.
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Again, +they are very credlbie in the Navy contracting bidding
area, a |ittle less <credible 1in the commercial area. They
don't enjoy quite the reputation they should have with some of
our customers. And | could also say In all honesty that even
though we have the same labor agreement, the same wage rates,
that the work ethic In Porland, In this case, Is far superior
to down there. Our work ethic relative to Seattle is much the

same. Although +the larger +the vyards, generally the more
difficulty you have In getting good production, So by being
relatively small here In Portland, we do have an advantage.

In Los Angeles, Long Beach is the largest port area on
the West Coast. Surprisingly, there are very few viable
competitors for the ship repair business. We have another Todd
yard down there which Is focused on new construction, but it
does have a ship repair capability, although they are not
competitive in price. They are getting a marine rallway, which
presumably will be wused to attract larger Navy overhaul
contracts. Southwest Marine 1s a non-union company that has
taken over an old Bethlehem shipyard there. They are having
some problems getting a good identity with our customer base.
And there are a number of small +topside contractors. | am
estimating the employment in +the area of about 7,000 and
probably 1t will be declinling unless the Todd yard can obtaln
new construction contracts. They are the primary employer.

But L.A./Long Beach again has that advantage of all the

primary liner ships callling there. Lots of Navy ships are
home-ported +there or in San Diego. Many of our ship owners
have offices In the L.A. area. It Is very convenient for them

to use those people and they have a very strong political volice
in Congress and locally. The disadvantage is that, at least In
terms of tankers, that's an offloading, discharge port and most
repairs have to be accomplished in a gas free condition. So
tankers, If +they want +to get repalred in L.A., have to sit
around for awhlle while they get cleaned. Whereas if they want
to use Portliand, they can steam 1in +the general direction of
their next cargo while they are cleaning and divert at the last
second. So we have some cost advantage for that trade.

Last but not least, San Diego 1is a hotbed of naval

activity. There 1s one major employer, National Steel and
Shipbuilding Company. | +think +they are employing about 6,000
people. | estimate among the 11 other smaller yards, there are

about 2,000 employees. There is far too much capacity of a
certain +type for what the Navy really needs down there and it
has resulted in a lot of cutthroat bidding, and perhaps some
unethical practices. As a result, the Navy business In that
town has gone down significantly. Perhaps it has helped get
some battlie group statlons up and down the coast, but again the
political process probably favors some support for the iIndustry
In that area. There Is a non-union outfit down there that was
very successful In getting a new drydock. But there are many
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examples of shipyards that are not of any great quality. They
are a desk and a phone, a |lot of subcontractors, that sort of
operation. And +the Navy 1Is particularly upset wilth that
process. Of course, they are the only ones that have the power
to do anything about 1It. I belleve George and Jim have
mentioned this and we will probably mention it some more; we
are trying to make this point with the government to see If we
can't get more favorable treatment from the standpoint of the
quallty that we offer.

The advantage they have, other than the proximity to the
Navy market is that labor rates in +the San Diego area are
significantly lower than anywhere else on the West Coast.
Probably offsetting that is a lower work ethic. There are some
radicals 1In the unions, some wild-cat stoppages, that sort of
thing. And again many of the competitors are really not
qualified, by our definition, to do +the work. From a
performance standpoint, National Steel is a very strong
competitor, whether 1t be new construction or ship repair. |
think they are in the business for good and our strategy there
would probably be to keep them happy with new construction so
they wlll leave us alone.

I might add, | think | totalled up about 25,000 shipyard
- workers on the West Coast. | am probably grossly off, let Bill
Slack talk about it, but | made a stab at it anyway. In
addition, there are three public shipyards on the West Coast
employing what | believe to be about 30,000 people. So we have
a number of private contractors employing small groups and we
have three huge public vyards =-- inefficlent yards that are
employing even more people., That is one of the Ironies of this
business that we need to deal with,

QUESTIONS AND ANSWERS

QUESTION: Have you heard a rumor that Lockheed 1s about ready
to move out of Seattle?

Eitzwater: I haven'!t heard that one. George, have you heard
that one? (No. We will add that one to our list.) That is a
good rumor, repeat It often. Shipyards don't move very easily
and | find that hard to believe. But | would never say no.

QUESTION: Recently at National Steel 1In San Diego | saw

1600~-3000 people working. We are not working up here. Can you
comment on that?

Eltzwater: The labor situation, why we are on strike and they
are not, Is that what you question was? The contract with
labor that we have encompasses Just the major shipyards In San
Francisco, Seattle and Portiand, with +the exception of
Lockheed. Lockheed is not on strike and the rest of us are,
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As far as L.A., | believe the contract expired there also with
Todd and | don't think they are on strike. | think they are
negotiating. The eight smaller yards are on strike and so
there are quite a few yards on strike and that 1is a separate
labor agreement. In San Diego, each yard has a separate f{abor
agreement with a particular unlon. They are what we call
vertical agreements where one wunion 1s affillated wlth one
shipyard and, of course, some are non~union. National Steel, |
believe, s wunder the lron Workers of America, and probably
some of the others have a separate agreement down there. So |
really don't know at this point 1if any of those yards are
renegotiating +thelr contracts or whether +they are not on
strike. The lack of work probably means they are not doling
much regardless. We have not heard of any strike situation
down in that area. Our contract only affects the major
employers in the Paciflc Northwest.

Ihe Department of Defense Perspective

James _Beall, Attorney
Garvey, Schubert, Adams and Barer

It has been sald that if our congressional delegation
was just a little bit more supportive of +the votes on the
defense budget +that we would have more ship overhaul work in
Portland, Oregon, Well, 1f anybody here believes that getting
overhau! work in Portiand Is as easy as getting one of our
senators or congressman to vote yes the next time the D.0.D.
Defense Appropriations Bill comes up, | have a |itftle property
down in the Everglades we might talk about over coffee. For
decades, agencies have attempted to protect their programs and
increase their budgets by putting pressure on the congresslional

delegations through their constituencles. But if you look up
and down the West Coast at San Francisco, you will find very
I1ttle relationship between their votes on defense spending and
the amount of work +that +they have. There are historical

reasons why our defense people are located where they are. And
in many cases, we have seen where those who oppose the D.0.D.
the strongest and give them the most trouble are having some
relative success in landing overhaul contracts.

On the other hand, | do think it is important for our
delegatlon to develop a very keen understanding of the defense
contracting process, how the bidding process works, and how the
schedule of overhauls and other procurement programs affect us
here in this state. | think that it is very important for them
to understand how certaln key actors in varlous branches of the
government can make or break a contractor here In this state.
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But as one who works very closely with our congressional
delegation, | would Ilike to point out that our +two Republlican
senators and our two Demoncratic congressmen from the clty are
doing a heck of a job 1In developlng that understanding and
developing the key relationships with the people over at the
Department of Defense.

I would Ilike to spend a few minutes just touching on a
few of the subjects that are coming down +the pike. We have
mentioned a number of them and | will try to skim over +them

very lightly.

First, +the schedule of Navy work, the schedule of
overhauls, or what we call the planning matrix. In the short
term It is an absolute disaster, even though we just completed
the overhaul of the U.S.S. Wilson, which pulled out In May.
There is only one contract for a Navy overhaul that Portland Is
even elligible to bid on through fiscal vyear '84, and It is
going to go out under the IFB, the low bid process that George
Is +talking about. Unless we get that bidding process under
control, the Northwest ports are going to have a very difficult
time In landing that contract. But again, there is only one
contract. The problem Is nationwide. | believe the planning
matrix for fiscal year '84 has only 49 overhauls on it,
nationwide, whereas last year there were 61 and in fiscal year
'85 there is a plan for 65 overhauls.

My personal view Is that the only chance we have of
landing additional bidding opportunities, additlonal
opportunities to compete in other words, 1Is the action being
taken right now by the Appropriations Subcommittee on Defense
over on the House side. Les AuCoin, | have got to admit, has
been a real tiger for us on a number of these areas. He Is
dealing with the 70/30 split and he Is attempting to shake out
some additlonal overhauls.

There was a rule that all Navy overhauls be restricted
to the home port except where there was not adequate
competition, or for some other reason the local superintendent
of shipbuilding was allowed to +throw the bidding open on a
coastwide basis. About a year ago, due to the efforts of our
congressional delegation, the Navy changed that rule quite
significantly and now the rule reads that the Navy 1s allowed
to open up to two-thirds of their major overhauls for coastwide
bid and restrict one-third of +their ma jor overhauls for the
home port area. But of course, they still restrict all of the
SRA's, +the +two and three month Jobs that can only be done in
the home port. Currently, it 1s my understanding there are
over a hundred vessels home-ported In San Diego, approximately
20 in San Francisco and, although this figure changes from time
to +time and s not reflected 1in current Navy documents, |

believe there are only seven now home-ported in the Puget Sound
area,
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As | mentioned, Portland is not within the home port of
Puget Sound. Senator Hatfileld is toying with an Iidea +that
would change that definition to basically define Puget Sound as
including the Port of the Metropolitan Area. So one way to
handle it Is to join them. Scott touched on the battle group
that Is scheduled to go into Seattle. We talked one time about
writing to the loglistical planning group for that battle group
to see what we could do down here In Oregon. They told me they
had started out with a game plan of one carrler and 16 surface

combatants from Puget Sound. They are now down to a carrler
and either four or five surface combatants and that decision
will be made In a couple of months. The decislon on where In
Puget Sound to home port those vessels will be made by the end
of the year. Their current game plan 1is to conduct an
environmental Impact statement study throughout 1984. Then,

assuming +that +the study Justifles thelr preferred site
selection, go into site preparation for 1985/86 and finally, In
1987/88 actually locate the ships there. So whenever we talk
about home-porting we all get pretty excited. You have to
remember how long It takes +to study these things, prepare
sltes, and put facillties In place, even in a place llke Puget

Sound where +they have the Navy crawling all over. |, of
course, am discussing with numerous people back there what the
Portland situation 1Is and it 1Is not good. Neither the

strategic planning group nor the logistical planning group are
consldering any Oregon ports at this time.

Both of our senators have had some preliminary
discusslons with Secretary Lehman. | might add that Secretary
Lehman and recently retired Assistant Secretary George Sawyer
started this big push +to geographically diversify the fleet,.
Obviously to get away from the Pearl Harbor syndrome. They
have been very pleased with the Northwest ports, both Portland
and around the Puget Sound. (Many of you may remember George
Sawyer when he was out with a private consulting firm, before
being Assistant Secretary. He was head of the planning team
that was making the determination on whether or not Portland
ought to invest in that large new drydock.) But in any case,

currently the outlook 1Is bleak. There is no study on the
boards. As | mentioned, both of our senators are doing some
preliminary talking to people. 1|f we can get a study in place,

it Is going to be very important for +the northern Oregon
community +to get involved =-- through the Navy League, the City
Club, the Chamber of Commerce, things of +that nature. The
Governor has offered to put together a ptanning team from this
end to work with the Navy to ensure that there are adequate
facilities -- health care facilities, housing, things of that
nature. Again, | see that as a very long term effort.

We touched on the Military Seallft Command. There s
one vessel «called +the Observation Island. I+ Is a six-month
Job to start in January. Both Oregon contractors are bidding
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on it. The bid process through the Military Sealift Command
was a two-step process. Basically, they looked at proposals
from all the yards. I belleve there were 11 that submitted
proposals up and down the West Coast. They weeded out more
than half of them because they are very concerned that they get
this ship back on time. it iIs actually owned by the Alr Force,
loaned to the Navy, operated by the MSC and everybody has a
plece In it. But +the one thing that everybody agrees on 1is
that it has absolutely got to be back on some date In early
July, Obviously Portland has a little advantage there. They
Just returned the U.S.S. Wilson, supposedly a twelve month Jjob,
in 11 months, The Navy was very, very Impressed with that.
That may give us at least some stight leg~-up. |t refiects well
on our work force and everybody here in the community. But as
| say, both Portiand yards are competing for that job. I+
would put a lot of people back +o work for at least six months
and we are keeplng our fingers «crossed. | belleve the
announcement will be made October 7.

Now we have all talked a lot about this bidding process.
Scott talked about +the over-capacity in San Diego and he Is
absolutely correct. Competition down there is Just
unbellevably cutthroat. My concerns are a |ittle different on
that, My concerns are that somebody is making up an awful lot
of money after the bids have been opened and the Jjob has been
awarded. | don't know If that's exactly what the supervisor of
shipbuilding in the Navy Is doing down there, but we have been
collecting data on bids in both the commercial areas and the

Navy area. |f you could see those flgures, it Is absolutely
remarkable. When we are competing for a job with Exxon, or
Mobil, or ARCO, or somebody |ike that, Scott will pick one off
and the next time George wlll pick one off, next time Todd
Seattle will pick one off, and maybe San Diego will pick one
off. But it is incredibly fair and more often than not, our
bids are lower than San Diego's. And then | can show you the
last four Navy ships and it will Just shock you that +they are
all coming in at about 50 percent of what we are coming in at,

There is something very unfair going on here.

Again, | mentioned that Les AuCoin 1is looking at it on
the House side, Senator Hatfield Is looking at it on the Senate
side. One idea that some people have been floating is going to
an RFP, request for proposal, for all ma jor overhauls and Just
dumping the IFP process altogether. So you have got to submit
a proposal and be able to Justify exactly what you are going to
do with that ship; what are you going to open up; If this is
wrong, what are you going to do; who is going to work on it;
how much it is going to cost. Those proposals are often five
and six volumes, but the Navy is always ensured of getting a
contractor who knows what he or she Is doing.

Coast Guard overhauls. Senator Packwood is going +to
take up +this bidding problem with the Coast Guard to ensure
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that the difficulty we are now having with the Navy does not
happen when the Coast Guard cutters are put out for the

overhaul schedule, | bellieve beginning late next year. Senator
Packwood has been a real tlger for us on that and | am
marginally optimistic that we have a shot at it. I|f we can get

the first one, there Is about eight years worth of work there.
He 1s chalrman of +the Senate Commerce Committee, a very
important committee that has Jurisdictlion over the Coast Guard.

A couple of miscellaneous items. We are working on a
number of smaller government contracting programs, but we won't
go Into those. We are watching very closely who will become
the next Assistant Secretary for the Navy for shipbuilding and
logistics. As | mentioned, George Sawyer has recently resigned
and taken a position In private industry. We are very close to
@ career officer in that branch of the Navy named Everett Piet.

Plet is wvery impressed with Portland. He 1s particutarly
impressed with the job Portland did on +the U.S.S. Henry B.
Wilson. We are, of course, pulling very strongly for him, He

was proposed by the Navy and by some circles in the White House
as the next Assistant Secretary. The Navy wanted one of their

own for the first time ever. I+ was held up because he had
received some promotion during the Carter Administration and
it's being used again him. I+ is still up in the alr. We are

hoping that he gets it.

There Is a new Deputy Commander over at Naval Sea
Systems Command. Again, +this is a very key positlon.
Commodore Piatt has held that jJob. He is a very good friend of
Northwest Marine's and the Portland area. He Is very Iimpressed
with +the faclliity. We have had him out a couplie of times. He
has gone on and taken a new position that has never exlsted
before. He Is working with us a couple of proposals. But his
replacement is s gentlemen named Captain Bill Hallinstein, who
I know some people 1In the room have worked with on Navy
projects In the past. We are hoping to develop a very close
relationship with the captain as well.

In  summary, | think it's a competitive market out there
with a commercial market Just absolutely going to pot.
Everybody has put additional pressure on the Navy. You <can

hardly get 1In +to see anybody back there anymore. Lobbylists,
lawyers, representatives are |ined up down the hall. Everybody
is trying fo get a plece of +the Navy action and 1t is going to
be very difficult. But i think we have a pretty good team here
in Portiand and | thinx one way or another we are going to get
@ piece of the action.

QUESTIONS AND ANSWERS

QUESTION: The question dealt with private versus public
shipyards on the West Coast.
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Beall: There are Navy yards -- public yards -- up and down the
coast. Bremerton recently announced they were adding 800 new
employees to take them over 13,000 in their Bremerton yard. Of
course, at a time when our people are out of work, we Just
couldn't believe 1t. We immediately were in contact with the
Navy and they sald that at +that time about 80 percent of thelr
work up there was nuclear. None of +the private yards were
eligible to +touch it. But they did say that the percentage,
which at that time was 80 percent goes up and down, depending
on what's in port. There Is work up there that should be
thrown out. One way to do it is through the 70/30 split that
the gentieman down here was referring to. Another is just to

take specific overhaul <contracts and kick +them out for
coastwide bidding. We are trying to work a two-pronged
approach.

Comment from Audience: I think +there is an important part
gained that needs to be discussed in seeing more Navy work

available to non-Navy shipyards on the West Coast. And that
is, a study was done by the National Shipbuilders Council which
Indicated the cost of performing this work in a privately
operated shipyard where a price was given or the estimate +that
was given was considerably less than the ongoling costs of doing
business In a publicly operated vyard where they did not
actually track the cost as accurately for their own region.

Beall: That is a good point, my understanding is that the
Shipbuilders Council of America is attempting to do a study
comparable to +the one +that was done several years ago and |
know that both Capt. Bondi and Lt. Cdr. Marchetti over at
NAVSEA both believe that it is more expensive in +the public
yard.

Foreign Competition and Pending Legislation

David Neset, Director, Marine Services
Port of Portland

The topic of my particular section is foreign
competition and pending legislation. I would like to approach
that in the context of Portland's recent ship repair expansion
effort. As you are well aware, in November of 1976 the voters
of the Port District approved an $84 million bond issue. The
largest ever to receive voter approval in the State of Oregon.
The purpose was +to expand our unique ship repair facilities.
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And | use the word unique in the sense that our yard is owned
by the Port, a public agency, and the facilities are leased to
private operators to compete for work in a variety of different
markets. The reasons we needed to expand the yard were two in
number. First of all to keep what we had; and second of all,
to take advantage of the new tanker market which we foresaw.

Let me explain just a bit further. Our studies
indicated that the traditional market on which we depended,
U.S. flag vessels and scheduled service, was in decline. Also,
the ships that would be avallable were getting larger and our
facilities would become progressively less adequate to service
the market. Our studies also indicated +that the only real
growth opportunity would come In the tanker trade as a result
of the discovery of oil at Prudhoe Bay in Alaska. These two
factors, one a threat and the other an opportunity, led to our
ship repair yard expansion program.

We can report today that +the program has been quifte
successful. The industry has been preserved In Portland and
some 2,000 jobs have been saved or created, depending on your
point of view and the timing. And the tanker repalr business
has been on +the order of $140 million per year. But we must
also report that the future is an uncertain today as it was in
1975/76 when these planning studies were done. It is true that
we have in excess of 80 percent of the Alaska crude oill tanker
business, It 1s true that we have the best physical plant on
the West Coast and i+ 1Is true that we have a reputation for
quality work from a skilled work force. But it is also true
that the U.S. liner fleet has been reduced through bankruptcies
(reference States Line and PFEL), that very few U.S. cargo

vessels call on Portland, +that many U.S. vessels repair
overseas, that our +traditional share of Navy work has been
eroded, and that all of our business 1s threatened by potential

changes in federal policy or iaw.

I't would be helpful if we all understcod some of the
basic competitive facts about ship repair. Based on some
surveys that we have conducted, to the ship owner, quallity work
and fast turnaround are as important if not more important than
price. Secondly, we have the facilities, the firms, and the
qualified work force to give the vessel owner a fast, high
quality job. Third, others have similar capability and have
fower costs in what is a very labor intensive industry. Some
examples of hourly wages as reported recently by Lockheed are
as follows: I'n the Pacific Northwest an hourly wage, not
including fringes, is $13.49, in Japan an hourly wage of $6.77,
in Talwan $1.86, and in Korea $1.72.

With these wage differentials, vyou may well ask how It
is that we get any business at all. There are basically ftwo
reasons. There is a federal ban on the export of Alaskan crude
oil and, second, there Is a 50 percent ad valorum duty on the
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cost of repairs when a U.S. vessel recelves non-emergency
repairs in a foreign vyard. These +two laws, working in
combination, and let me stress that, the combined effects of
these laws are what cause +the tankers +to come to Portland.
Both of these laws are being challenged in Congress as we sit
here this morning. The Export Administration Act, which
contains the crude oil export ban, expires on September 30,
1983. This is about 11 days from now. The administration s
promoting 1its renewal without the ban on the export of oll. |
should also add there appears a very substantial sentiment in
Congress in support of the ban on the export of Alaskan crude.
But we could very well get to the end of the month and see the
expiration of the Export Administration Act without a renewal
on the ban. |If that should occur, | am no lawyer, but I+t may
be possible +to Initiate the export of oil from Alaska. The
administration's maritime policy initiative, which Is contalined
in HR 3156, proposes a repeal of the 50 percent ad valorum
duty.

Now 1f one or the other of these changes In law were +to
be enacted, we would see the disappearance, In my opinion, of
the tanker fleet from our shipyard. We fully expect, however,
To retain both the ban on crude export and the 50 percent duty.
But let us understand very well that fallure to do so would
bring about the demise of the ship repair industry in Portland.

These legislative initiatives of an administration that
maintains It is supportive of +the maritime industries in the

U.S. == difficult to wunderstand how they come to that
conclusion =~- are even more ominous when placed in the context
of earlier initiatives. These Include the termination of the
constructlon differential subsidy program. U.S. ships were

built in U.S. yards with a subslidy from the federal government;
that subsidy has not been funded during the duration of the
Reagan Administration. There was a temporary grant of
authority of U.S. flag~subsidized operators to acquire vessels
from foreign yards. A subsidized U.S. operator can buy a ship
In Korea and enter it into the operational differential subsidy
program and have Its costs of operation subsidized by the
taxpayer. As mentioned earlier, the extended Navy repair
cycles where ships are not going into yards as frequently as
some might believe they should and the supposed savings to the
taxpayer. These extended availabilities, or reduced
availabilities, for repalr are having an impact on business.
We have also talked about bidding policies, home-porting
policies, fixed pice bids, RFP;s, split bidding, and small
business set asides. The cumulative effect of all of these
policies, which individually may have substantial merit and
Justification, is to bring +the ship repair and shipbuilding
industry to the brink of disaster.

| might add there are other initiatives which have been
proposed which also have an ominous ring to them. One being
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the CDS payback, the permitting of foreign flag vessels to be
reflagged to carry U.S. government Impelled cargoes, and
allowing the construction and acquisition of foreign vessels
with money set aside 1In +tax deferred capital construction
accounts, Again, each of these things taken individually
doesn't make too much difference, but the cumulative effect Is
very serious. The effects of all of these changes have been to
empty U.S. construction yards, except for naval construction,
and force all the yards +to pursue repair work in the two
available markets: the Navy and U.S. flag cargo ships. The
competition for +the available work on all coasts has been
heightened as a result of +the cumulative effect of ali these
policies,

The best example of this in our own nelghborhood s
NASCO and it has been discussed earlier. Their forte In the
past has been new construction. However, because of the lack
of work due to these federal laws and policy changes, they have
entered the repair business -- and believe me this 1Is a new
development, Atl they did was build nice big tankers and we
got to repalr them. But now +they have entered the repair
trade. They have been rather successful at it, sufficiently so
to order the construction of a new floating drydock. And they
have been particularly effective in recent competition for Navy
work, specifically +the Cook, and +the Hepburn which were
recently awarded to San Diego yards.

I suppose in summary, we have to conclude that the ship
repair industry is dependent totally on federal policy and law.
As | indicated, the recent actions of the administration have
emptied +the order books of shipbuilders, and created a
situation of excessive and growing competition In a shrinking
marketplace. The effect of +this has been reduced employment
opportunity in Portiand. Proposed legislation changes, the
lifting of +the ban on +the export of Alaskan oil and the
elimination of the 50 percent duty on forelgn repairs would

‘Turn a difficult situation in Portland into a disaster. We

must continue +to work with our congressional delegation to
protect our industry and to preserve jobs for our people.

I would, to <close off +this doom and gloom look at
reality, try to conclude a littie bit on an upbeat note. We
faced a similar situation back in 1975 when we were looking at
a decllining ship repair market. As | indicated eariier, we had
some threats and we did 1identify an opportunity, and we
responded as a community with approval of a very large bond
issue, which had the effect of preserving 2,000 jobs. And as |
indicated, brought in sales for tanker repair of $140 million a
year. That had an impact in this area estimated at perhaps
$840 million. It is not a bad return on investment. That $840
million is wusing an economic multiplier of six which was
developed for us by the Maritime Administration. They can take
issue with the figure 1f they wish. But it 1Is a substantial
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‘benefit +to the community. We, In this industry, are doing all

we can to assure that history will repeat itself and that we
will successfully face the challenges of the future.

QUESTIONS AND ANSWERS

QUESTION: What can the local maritime Industry do to offset
the poor ship repalr situation?

Neset: That is the $64 question. Obviously, first of all we
have to, as an industry, be as competitive as we can and that
has to do with facilities, it has to do with management, It has

to do with labor, it has to do with overall costs and work
practices. And having got our house in order, we have to make
sure that our congressional delegation is well aware of what

the facts are, what we have done to warrant thelr attention,
and see that the Feds treat us fairly. And unfortunately, it
is a difficult phrase to define. There 1s a lot of work beling
done by Dillingham, Northwest Marine, +the Port of Portland, .
certainly the Governor and his staff, and a variety of other
folks to work with +the congressional delegation and make them

aware of the importance of +this industry +to our economic
well-being. And | think, as Jim pointed out earllier, that may
not have been as well appreciated in the past as it is
currently. | don't know of any other particular actions,

obviously within +that list there Is a broad range of actions,
but that is really what we have to do.

QUESTION: The question dealt with Alaskan ojl production and
its affect on ship repair work in Portland.

Neset: The production, as | understand it, through Prudhoe Bay
as early as 85/86 could experience about a 15 percent declline
and it could come down fairly quickly for a couple of years and

then level off. I haven't heard production levels as low as
you talked about. And | hope they don't occur. But the
continuation of +the +tanker market, on which we are very
dependent, depends itself on the discovery of additional oll iIn
Alaska and that oil moving rapidly to production and through
the pipeline. And although the Prudhoe Bay fleld had 10
billion barrels of oil in it when they started, | +think those
were the recoverable reserves. When you are pulling out 1.5,
1.6 million barrels a day, you can eat up billions pretty fast.

So we do face a decline and +the number of tankers in the trade
I's in direct relationship to the volume of oll and the distance
that they have to travel. On the other hand, +there are some
bright aspects +too. Nobody would be as foolish to forecast
what it 1s they are going to do with the natural gas that
exlsts In those fields up there, but from a price standpoint,
the least cost transportation system may very well be LNG
tankers. When and if that 1is ever developed, and It will be,
that will be another opportunity area. The only problem 1is
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that +these +things have very long lead times and | suppose
developing an oll fleld might take 5 to 8 years after you have
proven the field before you actually deliver the oll. So we
face a decline In the number of tankers that are available.

QUESTION: What is the status of the coal port at this time?

Neset: According to the Daily Journal of Commerce this

morning, they are at an impass and that is as much as | know.
| I am not part of those negotiations or reaily privy to their
| status except that | understand that things are very close to
| coming together. There are some sticky points but they are a
| lot closer today than, say, 30 days ago. '

QUESTION: The question dealt with the waterway user charges
proposed by the Reagan Administration.

Neset: The Administration proposed the imposition of
deep~draft user charges which would be segment specific. That
means that if you spend a million dollars a year dredging the
channe! and you have a million tons of cargo, each ton of cargo
would be assessed at approximately $1.00. In other instances
where there was no dredging +to access your channel, as is the
case in Seattle, there would be no segment specific wuser:
charges. Needless to say, the maritime interests of ports on
the Columbia River viewed +this with some alarm. It would
certainly have a serious competitive Impact on our commerce and
| it was estimated that we would be talking in terms of 50 cents
' a ton. That may not be significant if it is a contalner load
of Sonys, but if it's a +on of wheat, it could make a blig
difference. So the Port, In conjunction with most of the ports
In the Pacific Northwest, have been working with Congress and
| various organizations to oppose segment specific user charges.
Today In Congress there are three or four bills which approach
| this issue from various angles. The one that s the least
disruptive to the marketplace is most often referred to as the
Hatfield Bill. The one that is supported by the big ports and
has segment specific charges is the Moynihan Bill. Then there
is the free {unch for everybody Roe Bill, which approves all
the deep draft projects but doesn't charge anybody anything for
them. There may be a couple of others that | haven't been able
to identify. Right now it looks +to me as though the whole

situation is at an impass. Our delegation in Congress has
absolutely done a fantastic Job in keeping us from getting
shafted. | don't +think +there 1Is a bigger +task they have

tackled more successfully than that one.
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Shipyard Labor in_the Northwest

William Slack, Business Representative
Electrical Worker's Union Local 48

I would Ilke to talk a little about the way labor and
management Is put together in this bargaining area up and down
the coast. | think we have a unique situation in the Paclific
Coast Shipbuilders Association and the Pacific Coast Metal
Trades Assocliation in that we bargain from Vancouver, or the
Canadian border, to San Francisco as a group of labor people
and as a group of employers. By a group of labor people, |
mean all crafts that work In the shipyard area: boilermakers,
electriclans, machinists, steamfitters, laborers, carpenters,
teamsters, etc. These folks all bargain as a group. They
don't independently as electricians, or as bollermakers, but as
a group under the auspices of the Pacific Coast Metal Trades
Association. | think +this has some advantages In that when
there is a labor dispute, all of us are in it together, and |
think that includes management.

Management also bargains, or has bargained In the past,
up and down the coast as a group of employers from the Seattle
area to the San Francisco area. In the last couple of sessions
a few employers have withdrawn from +that bargaining session.
One being Lockheed 1In Seattle, and others that bargain
independently. But as a majority, they bargain as a group up
and down the coast. | think the excellent cooperation that we
have enjoyed 1in the Portliand area as far as labor and
management getting along together has been mentioned. Outside
of times when we are bargaining about specific labor management
problems, | would say the cooperation in the Portland area has
been excellent.

The labor unlions and management have been able to get
down to the nitty-gritty, the basic problems, and solve them

without causing work stoppages and added costs. | think that
Is one of the reasons that all of the speakers have alluded “to
the productivity in Portland. I think that is one of the

reasons we can perhaps demand a |ittle higher wage than some of
our competitive ports, such as San Diego and other parts of the

U.S. Just yesterday, | had phone calls from the East Coast
asking for some specific qualifications in electrical workers
that they needed. Possibly we will be able to put four or filve

people together to go back and help them perform the work that
they have to do. So we do have an excellient work force. It is
available and | think it is a direct spinoff from World War ||
when, for instance, in my city of Vancouver, the population
doubled 1In just a short period of time., Most of you in the
Portland area are aware that during World War |l we were one of
the largest shipbuilding areas in the U.S. Our local union was
the largest electrical local in +the U.S. during World War 1I1.
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There have been some changes since that time. Our membership
naturally has declined as the shipbullding industry gave way to
the ship repair industry. But the expertise seems to remain,
These folks that worked during the World War Il era and thelr
chiildren are now avallable in the Portland area +to do those
types of work that the shipbuilding Industry demands.

I think that cooperation between employer and unions Is
the key to the success of Portland. | would have to say from
labor's standpoint, we view the employers In the Portland area
-~ Northwest Marine, Dillingham and others -~ as being some of
the finest employers +that you <could deal with. We have
excellent cooperation. We are able to resolve problems that
seem Insurmountable for others up and down the coast. The
productivity In Portland, as far as labor Is concerned, Is
unsurpassed anywhere In the United States and anywhere |In
foreign ports. We have a work force that Is there, abile,
willing, and anxlous to perform +the dutlies that are put before
them. They are excellent craftsmen. | think that Is reflected
in the fact that those Jobs that come to the Port of Portiand
for repair, especially naval type work, Is out on time or ahead
of time. We have a good track record. | might argue a littie
bit about the avallabllity and number of workers that are here
In the Portland area. | think | would say It 1Is <closer *to
3-4,000 workers that are avallable here in the Portland area to
do ship repair work. These people, as | sald before, come from
a spinoff of World War Il and also from those Navy ships that
have visited our ports. I don't know how many times |
Interviewed a young person from other parts of this country who
had vislted our port as a Navy man, liked the environment,
wanted to live here and raise his family In Portland, Oregon,
and was an electrician on some naval vessel,

The shipbuilding Industry 1is a very Important part of
Portland, Oregon. | think it is something we have to keep
allve. One of the things | think labor and management could do
Jointly Is +o work more closely in our political actions, our
lobbying efforts In Washington D.C. and specific lobbying of
our individual senators and representatives. | have not seen a
good coordinated effort between management and tabor in +that
area. I think tabor can probably take a big part of that
blame, We are not educated perhaps as well as you In
management to address those Issues poilitically, but we need to
learn and we need to work together to get that job done.

These are difficult +imes for labor unions. We are
having a tough time surviving under the Reagan Administration.
But I think labor wunions are Important when we need an
avallable work force and special expertise found among union
members. We see tough times ahead and 1f employment continues
the way it 1s, management and labor are going to have a hard
time surviving In the shipbulliding industry in Portiand. '
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One of +the things | think we need to understand in the
area of wages when comparing +the private yards and the public
yards, Is the fact that in the pubiic yards most of the workers
work the year round. They are on a permanent salary; they are

guaranteed a Job. In the private yards that Is not a fact.
Our workers will work perhaps a month and be off a month. |
think the average amount of time that an electrician, at least
out of our Jocal wunion, would work == | think | could very

safely say that If they got nine months a year that would be
excellent empioyment. For the last couple of years most of our
workers have worked less than six months. So they have to
support a family on a six month Income. That Is an Important
consideration to think about when comparing private yards to
public yards. | might mention in regards to the strike that we
have been on strike since the 26+th of July. Lockheed 1In
Seattle 1Is voting today on a contract proposal that we will
probably hear about sometime right after lunch and find out

what the vote outcome was. | think there is some headway belng
made and | am hopeful that in the near future, this strike will
be over and we will all be back to busliness as usual.

QUESTIONS AND ANSWERS

QUESTION: We are a little unclear, at least Dillingham is, +to
the relatlonship of some of +the locals to the national
organization, The people here might have more sympathy with

the particular economic situation that we face +that runs
counter perhaps to some national goals within varlious wunlons.
Is that a problem that you see?

Slack: I think that in the Portiand area we are pretty small
potato as far as the picture up and down the coast Is
concerned. | am sure that the Seattle area, with employment of

some 4,000 electriclans as compared to my local with less +than
300, has a bigger Influence on the negotiations than the
Portiand area could. | think that International-wise there are
some differences In numbers of people In the different crafts
and that also has some Influence.

QUESTION: Are you saying +that +the situation works +to our
advantage or disadvantage then?

Slack: Well, that is a hard question to answer. | think the
advantage as | see In Portiand over both San Francisco and
Seattle Is the cooperation, the togetherness, that we feel at
least speaking from the union standpoint and | think | can fee!
that from a company standpoint. The advantage | see Is the
close cooperation we have as an Iindustry.




TRANSPORTATION ON THE COLUMBI!A RIVER
AND INNOVATIVE TRANSPORTATION IDEAS

Sam C. Guess, Senator
State of Washington
Spokane, Washington

It is a pleasure for me to be here today and to talk to
you about the Columbia River. My first introduction +to the
Columbia came 45 years ago last month, because It was on August
8, 1939, that | transferred from work on the Mississippi River
to do flood control work on the Columbia and Willamette Rivers.

My first assignment was to |locate as many high water
marks of the 1880 and 1894 floods as possible. | spent an
extremely interesting four months on the task and | uncovered
one authentic mark for +he 1880 flood and 21 authentic marks
for 1894, The Intervening 45 years had erased most “traces of
that flood, but then it had been 44 years since | did that work
and | still remember vividly my experience.

The Corps of Englneers set the levy grades based upon
the recovery of those high water marks, and we did a successful
Job with +t+he exception of Vanport, where, because of the
Ilmitation of funds, we chose not to rebulld the old railroad
grade which was belng used as a levy.

Recently, | have been involved In research of another
kind, trying to develop alternative methods of transportation
of farm products. As the railroads abandon +the small spur
lines +that go to the country grain elevators, we will have to
develop alternative means of getting the grain to the maln
lines or to the grain terminals. In some areas where graln
elevators are located on existing rall llnes, there are not
highways. Our studles will develop the most economical means

of getting that grain to market.

In purusing the subject, | recently ran across a record
made back In the 1880's. The story reported that Marcus
Whitman was the first recorded grower and shipper of wheat In
Washington State. Beginning In the 1840's, the Walla Walla
mission, established by Whitman, was the collection point for
grain and flour shipments to +the mining camps reaching all the
way into British Cotumbia. As the mining boom subsided in the
1870's, +the growers began to search for other markets. In an
effort to ship wheat to the East Coast, many Innovative changes
were made. One enterprising rancher constructed a wood pipe
chute down the breaks of the Snake River. The length of his
chute was 3200 feet and it worked successfully for about 15
years. It was far more economical to unsack the graln, pour It
intfo the chute, than to haul it by wagon the entire distance -
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even though it meant resacking 1t when It arrived at the
bottom. The success of that first wooden pipe chute attracted
others, but the competitor who <chose to wuse metal pipe In a
shorter distance became a cropper. The one who accompllished
the task in 1500 feet found that by the time the wheat reached
the bottom, much of it was either scorched or pulverized. To
follow that wheat from the port on the Snake River, we found
that It was carried by shallow draft sternwheelers to Umatilla
where 1t was unloaded, put on a portage railroad around the
Falls, then to Celllo - again by shallow draft sternwheelers,
and then again portage and loaded onto a boat, taken to The
Dalles portage, and finally by boat to Portland. It was stated
that by the time the wheat left Portland, half of the value had
been consumed by transportation.

This last year, the Washington State Legislature looked

at a number of alternative forms of transportation. After a

considerable amount of debate, we passed four measures to guide

us In the next few years. Two of the measures were actually

additions to the transportation laws and two were resolutions
which were funded.

The first law was a Benefit Highway District Law. The
ldea for a Benefit Highway District law was not a new one. A
bill was introduced back In 1957, right after the passage of
the Federal Interstate Highway Act, then again In the wearly
70's to help meet the problems In Kitsap County caused by the
Trident program. Neither biil passed and so we l|ooked
critically at the measure when it was introduced In 1983,

Atter four major drafting sesslons, the bill was
accepted by both houses and Is now law. It gives the counties
authority to float bonds, charge +tolls +to wusers, or tax
abutting property owners +to get 1In +the bonds. It 1s my
personal opinion that few, if any, counties will ever use the
law.

The second measure was study resolution. The means we
in Washington State use to create this type of study is a floor
resolution by +the Transportation Committee, or any other
committee. In this case, | asked the Transportation staff to
Include in the work program a study of the sky shuttle. The
proposal for a cable system to reach from Bremerton, across
Puget Sound to downtown Seattle with a branch to the Jackson
International Airport was presented to us by a subslidiary of
United States Steel during the session. This type of shuttle
system exists in Europe and a number of cities and states In
America are looking at the concept. The suspended cars travel
on 32 drive wheels which ride on two 1-1/2" steel cables. The
cars carry 62 passengers and a ball park figure when a system
Is constructed over land alone on existing roadway right-of-way
is about $1,000,000 per mile. It is usual to buy one car for
each mile In tThe system, and In the <case of the
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Bremerton-Seattle operation, +the <carrying capaclty would be
approximately 3,000 commuters per hour. Travel time would be
12 minutes as opposed to the one-hour travel time now required,

The third measure was a law to provide for the formation
of a County Rail District. The basis of this law came out of a
workshop discussion | took part in last August at the Council
of State Government at Salt Lake City.

The 1idea was developed because of +the continuing

pressure by the rallroads as they abandon the branch Iines
which serve the country elevator. There are some 1700 mlles of
rall lines In Washington facing abandon.

We selected the county to serve as the local agency to

manage the program. Two counties or more may enter Into an
agreement to own and operate rall lines or other forms of
transportation 1In light-density, essential-service areas. The

Rall District Is empowered +to Issue general obllgation bonds,
receive state or federal grants and to charge tonnage fees +to
support the operation. Revenue bonds may also be Issued.
(Chapter 303, Laws of '83).

The final measure Is the most exciting measure to me.
It was a study resolution, adopted when we ran out of +time +to
pass the blll. It calls for a comprehensive review with
recommendations for a materials and products transfer system.

In 1982, +the Leglislature purchased 217 miles of the
abondoned MilIwaukee Rallroad right-of-way. We belleve that the
areas lying along this right-of-way will suffer unless some
means of moving grain Is created. The Department of Natural
Resources was given the Job of managing the study, and on
September 15 a contract was awarded to Swann and Wooster of
Portland, Oregon. The main |ine of the Milwaukee may be the
major corridor wlth branch feeders, or branches could feed
large warehouse centers on the Buriington-Northern or the Unlon
Paciflc lines, or grain terminals on +the Snake or Columbla
rivers,

We will keep 1in <close touch with +the study as 1+
progresses and we look forward to an exciting report which is
to be presented to the Legislature in January 1984,

I will be happy to furnish a copy to any of you who
might request 1+,
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UPDATE, COLUMBIA RIVER AND NORTHWEST

The U, S. Maritime Adminisiration Office 1n_Portland

John W. Pullen, Maritime Development Representative
U. S. Maritime Administration, Portland

I want to thank Gib Carter of +the Oregon State
University Sea Grant Program and the other sponsors of this
conference for allowing me a few minutes to tell you about our
new Maritime Administration office In Portland.

Before | tell you about our Portland office functlions, |
have to touch on the basic role of the Maritime Administration.
The agency's main function is to carry out the provislons of
the Merchant Marine Act of 1936, as amended. Thls has to do
with promoting and developing a competitive U.S. merchant fleet
to carry a reasonable share of our waterborne commerce and
serve as an auxlliary fleet in time of national emergency. The
bulk of +the Maritime Administration employees who carry out
this basic role are In the Offices of Maritime Aids,
Shipbullding and Ship Operations, Legal Counsel, and Research
and Development of MARAD In Washington D.C. The Maritime
Administration Is In the Department of Transportation. We were
transferred over to DOT from the Department of Commerce a
couple of years ago. Although the Maritime Administration was
separated from +the Federal Maritime Commission over 20 years
ago, many people stlill confuse +the functions and the names of
the two agencies. The Federal Maritime Commission (FMC) is an
Independent federal regulatory agency and its functlons deal
with such things as tariffs and agreements concerning ocean
carrlers, and ports and matters of regulating ocean commerce.
On the other hand, the Maritime Administration is a promotional
agency and not a regulatory one. When | moved into the Federal
Building at 1220 S.W. 3rd Avenue on May 31, the first thing |
found was that the General Services Administration had labeled
my mall box "Federal Maritime Commission." | have had phone
calls from Individuals thinking | represent the FMC,

In addition +to the basic shipping role of MARAD, the
agency Is also In +the business of promoting ports, domestic

shipping, and marketing support for U.S. flag carriers. These
are the programs that the Portland office will be involved In.
These programs have only a small amount of staff and funding

résources compared to MARAD's major ship related programs. The
responsibility of the Portiand office will be to supplement the
efforts of the maritime industry in Oregon and on the
Columbia/Snake Rivers by providing Information and research and

acting as liaison between the industry and other agencies where
we may have an interest,
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MARAD does conduct a lot of studies, both by staff and
outside contractors. We compile maritime data statistics. We
perform any demonstration projects with the Industry. We make
avallable, either free or at a small cost, all the reports we
publish. These are listed in a MARAD catalog published every
year. Besides providing the maritime community with
Iinformation on hand, we welcome Industry-sponsored, well
thought out proposals to perform studles or demonstration
projects that will contribute to the betterment of a maritime
reglon. We have no grant program to do this for the industry,
but where there is a serious and genuine Interest by a segment
of the Industry to provide some of their own resources, we will
cost-share a project, provided that It 1Is also 1In our own
interest to do so. We write no blank checks.

To best 1illustrate our capabilities and the maritime
community support for our research projects, | would |like to
point out some examples of projects we have been Involved in:

- The Oregon Port Planning study that was done a few years
ago in conjunction with the State of Oregon.

- The Washington Public Ports Systems studies that were
done In conjunction with +the Washington Publlic Ports
Assoclation in 1975 and updated in 1980.

- In 1981, +the Maritime Administration, +the Port of
Oakland, and the Maritime Terminals Corporation
developed and demonstrated a computer application
program called a Marine Terminal Automated Management
System (MTAMS) for control of cargo and equipment at
public container “terminals. Since then, the Ports of
Portiand and Tacoma have acquired the baseline computer
software tapes and are presently implementing their own
systems. Terminal 6 here In Portiand Is about on line.
Both Ports have told us that our Initial research did
save them time and money In developing thelr systems.
We are happy that this MARAD R and D effort pald off for
the industry.

- Another popular project that has Interested the large
ports is MARAD's joint effort with the City of Tacoma
Fire Department to evaluate the capabilities of a
multi-purpose hover craft. This hover craft 1is the
first of its kind 1In +the <country. The beneflits of
operating this +type of vessel include |low operating
costs and fast response time In combating fires and oll
spills, and in search and rescue. Ports such as Long
Beach, Los Angeles, and San Francisco have shown an
interest because in some cases thelr flre boat expenses
run $1 million a year.
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- Another project was our natlionwide Vessel In-Port
Locator System called "VIPLOC." This was another
demonstration project but with the San Francisco Marine
Exchange. '

~ Our reglonal Port Impact Model that was cost-shared with
the Port Authority of New York/New Jersey 1Is being

adopted by the Ports of Seattle and Long Beach. This
project 1Is suitable primarily for the large port with
ample resources., The model 1Is designed as a flexible,

sel f-contained analytical planning tool to enable a port
to prepare a reglonal economic Impact assessment and to
undertake "what 1f" policy simulations based on changes
in port activities or 1ts economic environment,

- A recap of one of our recent In-house studies was
published in the August Issue of World _Ports magazine.
This study quantified +the economic Importance of the

U.S. stevedoring-marine +terminal industry.- I+ was
produced by MARAD and +the National Association of
Stevedores. This report will be helpful to people who

are not fully acquainted with the stevedoring industry.

Now, let me turn to the future! First, we will be
revising our port economic Impact kIt by simplifylng its
methodology and adapting varlious sections to standard software
programs, The kit Is for small and medium~sized ports with
Iimited resources and personnel to make port economic impact
assessments. Ports such as Longview and Fraser River, Canada,
used our old kit with good results. Secondly, we wlll be
developing a Port Risk Management Mapual in conjunction with
the Paclific Coast Assoclation of Port Authorities and the
American Assoclation of Port Authorities. This effort will be
useful for port employees handling insurance matters. Brlefly,
iIT* will be a guide book for solving common risk management
probiems and will provide a reference on port risk management
techniques. And lastly, we will be promoting the use of our
ship simulator located at our Kings Point, New York, Research
Center. This computer~aided simulator has been used by the
California Coastal Commission for ship traffic 1In +the Santa
Barbara Channel in Southern California and also for dredging
projects at the Ports of Mobile and Norfolk.

In conclusion, we do believe that we have some resources
to assist the maritime Industry here 1In Oregon. We depend on
you to make us aware of problems, issues and projects you think
should be addressed jointly by MARAD and the Industry. We
stand ready to work with you and the maritime associations that
represent you. You have MARAD representation in Portland now
and it 1s up to you to use our resources.
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Proposed Liner Copsortium

Roland Cornellius, Vice President and General Manager
International Shipping Co., Inc.

I have been asked to say a few words In connectlon with
what is known as the proposed liner consortium. | will try +to
provide for you today some background on the agreements that
have dated back to the 60's and a few comments as to how the
agreement might affect the Pacific Northwest and +the Portland
regional market rilght here at home.

This August 19, the Federal Maritime Commission granted
Interim approval of space charter agreements for the Six Line

Japanese Consortium on the <condition +that the lines Iimit
actual capacities 1in the service 1In addition to the usual
limits on the amount of space which could be cross chartered
among the |lInes. This particular interim agreement I's
technically good for 60 days and, therefore, runs out at the
end of October. |If It 1Is not approved, or not agreed to, by
the six line consortium, the request by +that group for an
extension of flve years will go down the drain. | don't think
that will happen, but that is where we are at this point,

The Japanese Six, or Big Six, are lines that Jolintiy
deploy a vast fleet of contalner vessels between Japan and the
u.S. They are operated by the Ilnes on three services to the
U.S. West Coast and +he East Coast. When containerization
started In earnest in the transpacific +trades 1In the latter
part of +the 1960's, +the Japanese |ines formed various space
charter consortia which have since led to a host of
confrontations with both the FMC and the U.S. «carriers. The
first service to be <contalnerized was the Pacific Southwest
operation to California in 1967. Today, we have a grouping of
four and two into Callfornia. That is, NYK and Showa together
and the four include the balance of that group, Mitsul, YS,

K-Line and Japan Line. The Pacific Northwest service was the
next to be launched when apparently a wiser group of all six
came under one umbrella, +t+hrough a single space charter
agreement versus +the two that | mentioned in California.

Following that, the so-~called New York service was then formed
with five lines In one consortium with the exception belng
Showa Line. There are five then to the East Coast.

On each space charter service, the U.S. anti-frust laws
required that the joint space charter agreements be approved by

the Federal Maritime Commission. Apart from the odd rate war
and perlodic overtonnaging problems, the Japanese consortia
were not hampered In their growth In these trades, nor were

there any FMC approval complications except the usual delays
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during the latter part of the 1960's and into the 1970's. It
was not until 1980 +that things began +to go wrong to some
degree, especially on the highly competitive Pacific Southwest
service to California. During August 1980, approvail for the
three space charter agreements expired and the lines appilied
for renewal In June of that year. The wusual protracted
hearings then began and the FMC issued an Interim authority at
that +time +to cover the space charter agreements for a |imited
period while the proceedings continued for +the overall and
final approval.

The main argument for renewal was that wunless ‘thelr
space charter consortia existed, overtonnaging and conjestion
at port faclilitles would result. Finally on January 16, 1981,
the FMC approved the operation of joint service on all three of
the routes to thls country with the implementation backdated to
August 1980 and running to August 22, 1983. However, for the
first time, +this approval was conditional upon +the TEU
IImitations within each space charter consortium. These limits
were set for the space charter agreements only. So the
carriers could take more than +the glven figure 1If it was
carried outside +the charter terms by the vessel owner and not
Interchanged between the partners. The first problem following
this approval was that several U.S. carrlers Immediately
objected on the basis that space charters were not competitive
and they claimed that the FMC did not approve them properly.

The space charter service of +the Japanese |ines has
greatly benefited the Portland area shippers and the Port of
Portland. I+ has afforded a needed high level of service to
Japan, which accounts for 52 percent of Oregon's trade. The
six lines, through their space charter agreements have provided
the service every five days for the last ten years. No other
carrier, U.S. flag or third flag, <can provide service even
approaching the consistency or duration of the Japanese |lines.
The six line space charter agreement has allowed the port to
accommodate this high level of service with a minimum level of
public investment In terminal facllities. It has aliso enabled
the Port +to achlieve a high level of facility utilization at
Terminal 6. To handle the same level of service by separate
llnes would require additional berthing space, cranes, and
backup area at additional public cost.

The Japanese space charter service and the FMC's
decision to limit actual vessel capacities hinge on the central
issue of overtonnagling, or excess vessel capacity. The fact is
that the four space charter agreements cover three trade routes
- that Is, +the East Coast, Callfornia, and the Pacific
Northwest, with +three different overtonnaging or tonnaging
conditions Involved in those trades. Yet the FMC has, as of
last month, applied a single solution in all cases, based on
information applicable at the +time +they received that data to
the California trade aione. While the Japanese |ine space
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uttlitzation 1In California is low, about 68 percent eastbound
and 56 percent westbound, the Pacific Northwest +trade
utilization rate Is virtually 100 percent. In Portland, +the
Japanese Ilnes have conslistently been booked full over the
years and average about 700 TEU's per salling from Portliand.
This situation has persisted for the last five years and It
seems evident that Portland shippers can use added space for
the Japanese lines and that +the addition of new capacity would
be readily absorbed by the Portland market without
overtonnaging.

The Portiand Far East contalner market s, therefore,
undertonnaged and not overtonnaged. There Is simply not enough
vessel capacity serving Portland +to carry all the avalilable

cargo. Conversely, the Seattle market I's virtually
overtonnaged; +there 1Is not enough cargo for all the ships.
This point Is illustrated by two facts. First, substantial

amounts of cargo must be trucked from Oregon to Seattle to find
the needed vessel space. Second, there Is about +three times
more local and regional cargo for vessel calls avallable In the
Portland market compared to Seattle. Over 200,000 tons, metric
tfons, of Oregon cargo moved vla Seattle container lines iIn
1982, With ocean carriers serving Portland during that perlod
of time fully booked. This clearly indicates that Portiand Is
undertonnaged and 1in need of additional vessel capacity. The
amount of |eakage to Seattle constitutes about 25 percent of
the Portland Far East cargo market.

In Portland we are served by only 144 Far East contalner
sallings per year, of which the Japanese space charter 1Is one
half. The approximately 950 thousand revenue tons of Portland
cargo market represents 6600 tons per salling of cargo
potentlal. By contrast Seattle Is served by 500 sailings - as
compared to our 144 per year - and on thelr local reglonal
market for the Far East cargo is about 1,090,000 tons, a |ittle
more than 100,000 +tons additional, with Intermodal cargoes
excluded from those numbers. The Seattle cargo base represents
only about 2200 tons per salling. That compares with +the
Portland figure of 6600 +tons. Again it Is clear that the
Portland market Is apparently undertonnaged.

This 1Is further demonstrated by the fact that new
carrliers have begun Portland service in 1983 without
diminishing cargo on existing lines. While three new lines
have doubled the number of salllngs from Portliand since May
1982, tonnage on the Japanese ilnes has remalned steady and

slightiy Increased. These new lines have done well In Portland
because of the need for more shipping capacity. As a resulft,
Portland's Far East container tonnage is wup 67 percent. In
spite of new steamship |ines serving Portiand, thke Japanese
utilization rate Is stiil almost 100 percent and the lines must
frequertly +turn down bookingys. Addec capacity Is therefore
needed., The FMC's conclusion that +the Japarnese vessel
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capaclities should be limited to avoid overtonnaging Is clearly
not justifliable in the Northwest, and particularly not in the
Portland market.

The FMC decision also raises a fundamental legal
question. Until now +the FMC has exercised the rightful
authority to Ilimit +the amount of space which the lines may
cross~-charter, Vessel capacity above and beyond the

cross-chartered space 1Is only used by the vessel owner. The
FMC has not had authority to Iimit the vessel capaclity which an

individual owner may operate. In 1t+s declision last month,
however, the FMC places actual vessel capacity IImits on the
six lines, thus |imiting the capacity of individual lines. |+t

seems highly questionable as to whether the FMC has the
authority to do this.

The central issue In the FMC's decision is, of course,
overtonnaging. In concluding that +the four space charter
agreements, that Is two In California, one in the Northwest and
one on the East Coast, as they are presently structured may not
be performing their basic function of preventing overtonnaging,

The FMC has falled to recognize the regional differences in the
trade conditions.

We think then, at the very least, the Northwest Space
Charter Service Agreement No. 835 should be exempted from
‘'vessel capacity limitations. The TOKYO MARU, which began
Portland service September 12, and the SHINBASHU MARU due in
January 1984 and other Northwest replacement vessels should be
allowed to enter the trade at full operating capacity.

Qgigmhiﬁ_ﬁixgn_cuﬁigms District

Steve Newman, President
Columbia River Customs Brokers and
Freight Forwarders Association

There are really two parts to our present difficulty
with the Customs Service In the river. The first is a fairly
new customs plan which would establish a small number of
regional appraisement centers around the United States. All of
the commodity specialists now located in the various port areas
would be «centraiized into these focations. To my knowledge,
there is no support for +this program from any importer groups
Or any brokerage groups. But the second and the more damaging
proposal would reduce the number of customs districts
nationally from 47 +to 35. The ports losing their district
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status would become sub-ports of their larger neighbors.

This Is not a new program. We last successfully fought
the battle to preserve our district in the mid 1960's. During
the last year, however, Customs headquarters in Washington has
begun an aggressive campaign to institute +thelr plan. The

districts closest to us that have already been abolished are
Great Falls and San Dlego.

Why Is the district status Important +to wus? In the
customs scheme of things, the country 1Is divided 1Into seven
regions, and each reglon Into several districts. Our regional
headquarters is Los Angeles and we along with Anchorage,
Seattle, San Franclisco, Los Angeles, Nogales and Honolulu are
the district offices. WIithin each district are any number of
sub-por+ts reporting to that district. Each district has Its
own director and staff with wide discretion to act upon matters
such as penalty cases, classificatlion decislions, manpower
allocations and so on. The sub-ports do not. Should we Iose
our district status, we would lose not only our district
director and his assistants, but also most of our commodity
speciallsts, our fines and penalties officer, and our marine
officer. Decisions which are now handled on a local basis
would be referred to the new district headquarters, presumably
In Seattlie. As a sub-port, we would have the same status as
the ports of Aberdeen, Great Falls and Nighthawk.

We oppose the efforts to take our district away from us
on two grounds. The first is that Oregon, Southwest Washlngton
and ldaho, the whole Columbia/Snake River system, Is really a
distinct trading area. We have our own cargo mix, our own
problems, and we are In no way tributary to the Puget Sound.
The second, we are in size of customs collections, the 17th
largest district in the U.S. And we had +the second largest
increase in collections in 1980-81, second ontly to Houston. We
are the largest district in +he country scheduled *to be
abolished. The next largest district which was abolished had
collections of $42 million in fiscal 1982. The Portiand
District had collections 1in fiscal 1982 of more than $154
million. In short, we are a viable growing trade area and In
order to malntain and foster that growth, we must have a full
range of federal services necessary to support .us.

Now what are we doing about it and where do we stand?
Last year, prior to congressional action on the appropriations
for Treasury, of which Customs Is a part, Congressman Wyden and
Senator Hatfleld introduced amendments that forbade Treasury to
use any of the money appropriated to change In any way, the
status of the Portland District. Districts that were
unprotected by legislation were aimost immedlately abolished,
I1lke San Diego. We have it on very good authority that customs
Is as anxious as ever to abolish this district and our feeling
Is that we will once again need congressional action to avoid
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1t. Last week in Washington we recelved the personal
assurances of both Representative Wyden and Senator Packwood
that amendments similar to last year's will be attached to
either the Treasury Appropriations BIlll, or more likely, glven
the speed at which Congress 1Is now working, the continulng
resolution that will provide funds to Treasury for fiscal 1984,

Every member of the congressional delegation as well as
Congressman Bonker from Washington's 3rd district have offered
thelr support of these amendments. Glven the fact that Senator
Hatfleld is Chalrman of the Senate Appropriations Committee and
Senator Packwood Is Chairman of the Senate Commerce Committee,
I don't think that we will fall this year. However, we have to
show popular support and we ask that each of you write to your
senators and your congressmen expressing vyour support for the
malntenance of the district. Congressmen do, 1In fact, pay
attention to what they hear from their constituents. Ron Wyden
made a comment to a Town Hall meeting that the most mail he had
recelved on any single 1issue since being In Congress was on
this issue last year. And he has become very interested and
very supportive. So we ask that vyou take +the few minutes
necessary to get a letter off and ask that they do in fact
support us.

tn an effort to find a long +term solution +o the
problem, an ad hoc committee has been formed with
representatives from all the ports, Importers and brokers. The
committee 1Is chaired by Tom Zelenka of the Port of Portland.
If any of you have any ideas for a long term solution, we would
be dellighted to hear thenm. Please send them to elither me or
Tom Zelenka In care of the Port of Portland.

Again, the continued growth of our area as a center for
International trade depends to a large extent upon the
continuation of these federal support services and we belleve
that a full service Customs District is vital to us.

Ihe Port of Portiand Twenty Year Master Plan

Margery Abbott, Senior Planner
Port of Portland

I think | was Invited here today as a challenge to see
if my Master Plan has been sitting on the shelf for the last
two years. It has been about two years now since we did finish
the Master Plan. As all of vyou have been aware, these have
been a rough two years, both for the Portland economy and ‘the
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maritime industry. It certainly is a real challenge to see 1f
a plan Is flexible enough to meet these kinds of downturns and
still keep an eye on the long term requirements to keep the
Port competitive. One thing | do to keep a little perspective
on this whole issue is | have a chart on the wall of my office
That shows Port of Portland cargoes for +the last 30 or 40
years. |t reaily looks like a mountaln range, It's Just up and
down and up and down. But it Is +ilted. The tong term growth
trend has been very consistent over this time frame.

Before ! try to bring you up to date on events refating
To the Master Plan, | want to briefly review the Master Plan
Just to set the stage. The Master Plan and the task force that
we had working with It looked at the potential growth of cargo
over the next 20 vyears at the Port of Portland. The pltan
identifled actlions in terms of land and facility development
the Port would have to take in order to remaln competitive In
the long run and also set policies to guide this development.

We identified potential for cargo growth from about 7.1 million
tons of cargo In 1980 to as much as 23 mililon tons by the year
2000. If we are going to have that kind of cargo volume we
need to build basically one new dock, one new berth a year, to
keep up. Also this means about $300 milllon worth of
facilities when you look at 1980 dollars. it also means we

need to reconstruct existing facilities as the Port begins +to
face land constralnts,

in speclflc terms, the 30 member citizen task force
recommended several things. The first was the land use plan
which we are following 1in +terms of development and new
facilitles. Second was a policy statement which emphasized the
need to provide the region with regular steamship service for

general cargo of all varieties. It also made a pollicy
statement recognizing the need +to attract more special purpose
facilities such as coal and auto facilities which bring 1In

revenue to the Port. One thing that the Master Plan dld point
out was the need to look at public financing in long terms. |
think we identified +that 20 percent of the facllity
requirements over the next 20 years would require some kind of
public financing. The task force also recommended that we seek
a general obllgation bond +to finance reconstruction of the
older genera! cargo terminals +to keep them viable 1In this
market. That Is where we were two years ago.

Now where are we today? In terms of tonnage after two
years of deciine, we seem to be well on our way to an upswing
In most areas. This fiscal year we have seen a 25% increase In
generai cargo volume. Terminal 1 is still down; it 1Is down
about 15 percent this year. Our Terminal 2 volume is up about
49 percent over 1981-82 and Termlnal 6 us up 33 percent
overall. We had an excellent year in dry bulk exports and the’
auto business was up despite the voluntary restrictlions of the
Japanese. Steel imports still remain low and probably will not
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recover until the economy recovers some more. | am sure you
are aware of the changes In the steamship lines; some of them
have already been referred to today. While we have lost a few,
we have brought in several major new ones, |lke Hyundai Line,
Mitsul Korea, Taiwan Hong Kong Service, Westwood, PAD has come

in the last few years and 1Is now Increasing thelr service,
Pacific Alaska and a couple of others. This is right in line
with our general <cargo mission. In terms of facility

development, progress in some areas has been a |little bit more
rapid than we anticipated and In a couple of cases It has been
a bit rougher than we had hoped. But all of the facllities are
following the direction that the Master Plan outlined.

The most significant projects are as follows: The
Columbla Grain Terminal at Terminal 5 has been expanded. There
is construction now underway at Terminal 4 to add an iInterim
RO/RO berth so that we can serve RO/RO ships until Terminal 2
is rebullt. Also it will be very Important during construction
when we tear up the old one. The third 1item 1s +the
construction of a coal facility on 100 acres In South

Rivergate. As | think most of you are aware, It was about
80-90 percent compliete when construction stopped. That stopped
on about March 2 of +this past vyear. In the most recent
development, the Port has accepted 1t in principle. !
understand the detalls are being worked out and the people at
the Port are pretty optimistic that it can be settled before it
comes back up In court. The revislions will be to the lease. |
think the changes are possible minimum guarantees +that willl
allow the project to proceed. And finally, the most visible
recommendation of the Master Plan is reconstruction of Terminal
2. In Aprii 1982, +the Port Commission approved a ballot
measure to seek a general oblligation bond for reconstruction of
Terminal 2 and some repairs for Terminal 1. This would have
been on the November 1982 ballot. This project go waylald by
Proposition 3, the property +ax Iimitation measure. This was
on the recommendation of the Attorney General, who felt +that
even it our bond measure were to pass, we probably still
couldn't get the money if Proposition 3 also passed. And at
that time Proposition 3 was ahead by 60 to 70 percent at the
pollis and 1t just didn't look too promising. So in August of
last year, the Port Commission pulled the bond measure off the
ballot until the whcle property tax issue could be straightened
out, either through the election or +the State Legislature.
Right now we are actively reevaluating the bond measure and
seeling how we can proceed. We are feeling very strongly about
the need for the T-2 reconstruction. We Just have a lot of
cargo we have got to handle somehow and that is the best way we
can do it. The need for a T-1 Is not quite so clear right now.

In  summary, given the fluctuating nature of the marine
business, the Master Plan continues +to serve as the target and
also as a way to assess where we are. The projects identified
Iin the Master Plan are proceeding and being built as we sald
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they should be, based on market demand in terms of funding
avallability. Projects such as the new multi-purpose bulk
facility continue to be a high priority. We are looking for
funding sources there. We are also looking for the further
expansion of the T-6 contalner docks before +oo many years
pass. The most pressing issue before the Port right now 1s the
one of financing major expansion with +the very limited
resources available. This problem was first identified in the
Master Plan, but it has really grown as competition among +the
West Coast ports has stiffened. We don't see any changes In
the near future.

Ihe Vessel In-Port lLocator System

Dick Copeland, Executive Director
Portland Merchants Exchange

What | am supposed to do 1Is give you an update on
VIPLOC. | don't Imagine anybody in the room knows what VIPLOC
is. So bear with me for Just a few minutes and | will give you

a little bit of history about VIPLOC or Vesse! In-Port Locator
System.

Several years ago the San Francisco reglion recelived the
first two R and D contracts from MARAD to do a study of all the
ma jor ports in the U.S. to establish, among other +things, if
there was a market or a need for estimated time of arrival for
vessels In all the ports of +the U.S. and the actual vessels
that would be In port. As a result of that study, there was a
meeting in San Francisco In 1980 where the National Assoclation
of Marine Exchanges was formed. That was the first time in the
last 20 vyears +that all the marine exchanges In the U.S. met
together. They had actually never met at one time. The
Columbia Association went back to MARAD along with +the San
Francisco Exchange 1in late 1981 for an R and D contract to
actually write the software and develop the system. The system
has been working In San Francisco and is totally computerized

as far as keeping track of its vessels. Thelr billing is done
on the computer. The software disks are supposed to be in the
mail so we are hoping that we in Portland will be able to put

them on our micro-computer and keep track of the vessels +the
same way.

To extend that beyond the local marine exchange, for the
last fwo years we have been meeting with various vendors to
find someone who could set up a national data base and also
handle national marketing. After the original study and some
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smaller studies, It was felt there was, in fact, a national
market for this Information. This includes local people such
as attorneys, ship chandlers, agents, owners, stevedores, port
authorities, brokers, and freight forwarders. They are pretty
obvious customers most of +the marine exchanges already have.
Then there is the array of federal agencies.,

Remember, there Is no public or private agency at this
time that can give you a Iist of vessels in port. Just to give
you some idea of +the kind of information we will be fitting
fnto the system when it goes on |Iline: the name of the vessel,
the ID number, the type of propulsion, flag, type of carriler,
such as contalner, breakbulk, grain, etc., last port of call,
next port of call, local agent, local berth, estimated time of
arrival, estimated time of departure, and some local +things,
such as pilots, and tug company. Based on this Information, we
hope that +the vendor that we selected, which 1Is Trade
Information Planning Speclalists in Seattie, will put together
an array of reports that the customers will be able to get by
contacting the local marine exchange or the larger customers
can put iIn thelir own CRT's and be able to call up any selection
of these different reports.

Just to glve you an idea of the ports that would be
Involved in the system. They would be New York, Baitimore,
Hampton Roads, Houston, New Orleans, Los Angeles, San
Francisco, Portland and Seattle. The intent Is for those ports
to pick up the small ports In +thelr area. The best estimate
that we have been able to come up with Iis that these ports and
the small ports near +them would represent something Iike 90
percent of the arrivals and departures, And 1t Is the hope
that as It goes on line, we will be able to plck wup some
additional ports by contacting the pilots associations or
starting additional marine exchanges to cover those areas. In
June of this year, | attended an international port and harbors
meeting in Vancouver, B.C. where | heard the varlous European
Common Market countries present papers on a project similar to
the one | have described here. They have completed thelr study
and established a need and now they are thinking in terms of
software, this type of thing. So +they are probably +wo to
three years behind where +the U.S. effort is right now. Our
next meeting of +the National Assoclation Is in October in
Virginia, at which time | hope we will sign the final contract
with our vendor in Seattie. He indlcates that it would be
about six months from the time we sign that contract before we
have the national system on |ine.
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PANEL: OCEAN CARRI!ERS-~CONFERENCE VS. NON-CONFERENCE
Pro-Conference View

Michael Uremovich, Vice~President - Marketing
American President Lines, Ltd., Oakland, California

| was asked to spend just a second describing what a
common carrier shipplng conference 1Is. These are groups of
carriers who get together in our country, under the auspices of
the Shipping Act of 1916 and subsequent legislation,
essentially to set prices, rules and regulations In a glven
trade. These conferences have been around In all international
trades essentially since the late 1800's. The first conference
went +to, depending on how you want to define i1+, about
1850-1860 between England and India. And they developed in ail
the trades at that time. Around the turn of the century there
was a real question In a variety of governments' minds whether
essentlally price fixing cartels, which is what a conference is
To a large extent, was appropriate for this kind of business.
And several governments initiated large studies to look at that
issue, our own being one.

The result of our look at the business was the Shippling
Act of 1916, which westablishes a serles of procedural
safeguards for +the shipper. Other countries, the United
Kingdom being one, went +the other way and decided that the
conference system was so appropriate that they made 1t an
integral part of the regulations of the business. Even today,
in different trades, If you are not in the conference you are
not in the business. Many of us | think would prefer to see,
at least iIntellectually, free and open competition everywhere
in the worid. But fortunately or not, It really doesn't work
that way. What really happens Is that forelign governments and
our own government to some degree have a variety of interests
in the various players in the international shipping community.

The conference is one of the Institutions and one of the
forms through which the competing government interests directly
contact the carriers. It 1is a way for a government to help
balance the supply~demand equation among the carriers 1in the
business, It is «clearly a way for the carriers to protect
thelr own interests. Conference carriers are generally
characterized, without speaking about any particular carrler or
situation, by higher service level kinds of carriers. - They
operate the more complex systems, focus on the higher value,
and more management intensive pleces of business.

If you study the trade statistics in the U.S., you will
find there is a clear distinction between +he kinds of busliness
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typlically carried by conference carriers and the business
typically carried by non-conference carriers. It seems to me,
and It seems to my company, that that is only correct. Buyers
in the transportation market buy different things. Some buy
the lowest cost, some buy a different service package than
others, some buy fast transit time, some buy different kinds of

documentation. Some buy intermodal service, some don't, |If
you are buying direct port-to~-port service, rather simply, and
you happen +to be positioned, let's say, in Hong Kong and

shipping to the U.S., non-conference competition 1Is real
competition and is a real problem choice for you as a shipper.
In other situations that Is not the case. As one of +the
speakers sald earllier, there is really no black and white In
this situation any more than any other. Because If conferences
were all bad or all good, we would either have all +the business
or none of the business and it just doesn't split that way. It
splits up because people buy different things.

Now from a carrier's perspective, why do we want a
conference? Well, the normally stated reasons are stability of
rate and supply, which Is the classic kind of reason. Now
there 1Is an offset to that. Stability of rates and supplies
implies that at any given commodity vyou might be able to buy
cheaper elsewhere. So if the counter argument Is "Yes, but
those stable rates are higher than they would be without them,"
In some situations that is absolutely true. But try buying a
discount airplane ticket around Christmas; you have those kinds
of pricing differentials.

As | mentioned, it provides a form through which certain
other interested parties in the trading community can meet and
talk and exert thelr Influences. In most countries, ours belng
a notable exception, shippers and shipper's councils are the
analog on +the shipper side to the frelght conference on the
carrier side. They seem to work reasonably effectively In most
countries. Not all, but in most. They don't in ours because
they are not permitted. The argument that it Is more difficult
here in the U.S. doesn't hold too much water because that s
more a problem of +the exlistence and non-existence of the
shipper's council than it is the existence of the ocean freight
conference, at least in our Judgment,

The third and most damaging criticism to the conference
system per se is that i+ tends to be less flexible and less
responsive to individual shipper needs than Just an individual
carrier., We have a situation here on the West Coast with which
we are all familiar. The PWC, Pacific Westbound Conference, is
having extreme difficulty at the moment belng market responsive
and being flexibie enough to react to +the needs of the
marketplace. We are meeting in Singapore today, as a matter of
fact, to resolve those Issues. And we, as a company, support
the continuation of +the conference system, but it must be
responsive to marketplace needs. If something doesn't happen
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In the conference structure, particularly westbound from here,
Amer ican President Lines 1is clearly going to have to look at
other optlons., There are historic reasons why the PWC has
these problems. I won't dwell on them at length, but i1+ 1is
essentially a matter of +the change In the transportation
community, most notably containerization and Intermodal have
gone past the conference systems! abllity +to quickly handle
them. That Is not a problem eastbound where carriers can act
independently within thelr conference environment, but remains
a problem In most of the westbound situations, So we “think
that the responsiveness and flexibillity criticism 1s the one at
the moment that has the greatest merit.

We don't believe that the rate argument has much merit,
The argument that conferences keep rates artificially high |
don't think is demonstrated by any of the evidence -~ at |east
none +that we have seen. Requests for rate reductions, for
example In the PWC, particularly over the last year, have been

approved in the 85-90 percent range, not all but most.
Conferences have historically, and we think will continue +to
have, market niches and market segments that they are better
equipped to address than non-conference carriers., Clearly
there Is some overlap, and one keeps the other honest 1If you
will, but the segmentation process does go on In this busliness

and they are separate.

And finally, foreign governments, This is an argument
that we may or may not agree with, but | submit to you as a
fact of |lfe: forelign governments take a much greater Interest

in their trade and thelr merchant marines than we do. They
legisiate and through +heir own legislation and +their own
maritime reservation Jlaws and the developing UNCTAD Code, use
the conference as +the mechanism through which most of these
governments act. And so to wish them away because you +think
the prices are artifical Just doesn't speak to the reallty of

the way foreign governments wil] continue to act 1in our
Judgment,

Again, we as a company support the conference system

‘because we belleve it does provide the stability, does permit

the segmentation of the marketplace that makes immanent sense
to us. It is a forum for people. We support shipper's
councils In the U.S., clearly our government does not, and we
tind conferences as a very strong and natural part of the
transportation community as such organizations have been in

airlines and motor carriers and numbers of other kinds of
situations.

-44-




Non-Conference View

Erik Falkenberg, Vice President - Trans Pacific
Westood Shipping Line, Tacoma, Washington

In many cases you find that +the conference carriers

really represent a mixed bag because they are conference In

some cases and they are non-conference in others. So they do,
in many cases, speak with two different tongues and that is why
I find this pro-conference set-up here quite Intferesting.

Westwood Shipping 1is a relatively new operator as a
- shipping entity, We are one of the few operators that are 100
percent Independent. We are not a member of any conference In
any of the trade routes that we do operate.

And before | go 1Into +the arguments pro and con the
conference, | want to touch on some considerations that +the
carrier has to go through before deciding to be a conference or
an independent carrier. And there are a lot of Issues. We
have the problem of +the national flag versus a third flag
carrier. The third flag carrier Issue Is a very Iimportant one

because as a cross trader you would have to fight the natlional

flag at both ends. We do see a ot of favoritism for the
national flag. Governments do favor their own filag regardless
of cost. We have cases here in the United States of the PL-480
program where at the expense of the U.S. taxpayers, a lot of
cargo Is shipped primarily on U.S. flag. It was said earlier
by a representative from MARAD that they wanted +to strengthen
the U.S. flag and help them be more competitive. | think In
many cases MARAD Is not doing that. In fact, at the cost of
the U.S. taxpayer, it is making them less competitive by not
letting a 1ot of cargo go out on open bid market. In other
cases the government gets involved with companies |ike Chrysler
with government loans. The negative factor Is that Chrysler
then has to support U.S. ttag only, at +the high cost as
compared to a lot of other alternatives.

So It is a complicated issue for a carrier to decide.
You have to review the flag, you have 1o review the trade
routes, and you also have to review the type of trade vyou are
going into because each trade Is different. What type of ships
do you deal with? Do you deal with 100 percent cellular
container ships, are you a combination carriler, a breakbulk
container, or a con-bulker. All of these factors are very
important for a carrier when they make the decision. In a case
of Westwood, we are what | would term a con-bulker operator.
The types of ships we deal with are bulk ships and combination
container ships. So the mix of cargo we deal with lends
itself, in our view, to be an independent operator In both
directions. The carrier has to make a lot of decisions and
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obviously when he finally makes the decision, he starts off
with his own good "where do | fit in?"™ Then he makes the
decislon of conference or non-conference. And each owner agalin
has a lot of different sets of circumstances and scenarlios that
you have to take into account before that decision Is made.

From the shippers point of view, you have the cost
aspect, the reliability of service and schedules, the port
range that is being offered, and the attentiveness to shippers
needs. One Important factor which is very often overlooked and
is offen misunderstood in +the +trade 1is +that it's not an
either~or case. The shipper can use conference and outside
carriers In most cases. Conference carriers try to Indicate
that in most cases you elther ship with us or you don't ship
with us because we can take certain actlions. In most cases
that is not correct. And that 1s a big Issue as an Independent
carrier *trying +to bring this message across to the trade, to

tell the trade that +they have options. They can shlp both
conference and non-conference in most cases with no
repercussions for thelr own activity, which gives them the
benefit of both worlds. | +think It is also very important for
the shippers and the consignees to sort out the bad apple from
the good apples among Independent carrlers. Because In the

very volatile shlpping markets, +there are cases where smart
independent operators might go out and take advantage of the
low shipping market and take time~charter ships into the trade
for a year or two and then disappear from the trade. | think
it Is wise from the shippers' point of view, when they look at
their selection of conference carriers, to look very closely at
~the independent operators who they support before they really
go into any type of business relationship. I think that is
extremely important,

Attentiveness to shippers' needs is extremely Important

also because the conferences, 1in most cases, have very siow
decision-making processes. | don't know how many shippers we
have In the room here, we have some. | would venture to guess

that in most cases you have received a request coming back from
the conference and your requests have been C.0.D. so you will
hear from us in two or three weeks or whatever. That is Just
not a good way of doing business. The other polint, which 1Is
also extremely important, 1Is that the conference carriers In
many areas compete with themselves. And we find cases where we
see a conference carrier on a port-to-port basis Is a member of
the conference and it 1is independent on an intermodal basis.
So they are, In fact, Independent on a point-to-port basls,
conference on a port-to-port basis and we sometimes find that
the total intermodal rate 1is lower on +the Intermodal basis

which is a more costly and more expensive transportation chaln
than a port-to-port.
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Ihe Shipper's Perspective: Conference vs. Non-Conference

David Buffam, Chairman of the Board
Ted L. Rausch and Company

The merits of conference versus non-conference steamship
service 1Is a very controverslial subject and the international
freight forwarder can serve as the Devil's advocate,

Forwarders need both conference and non-conference
carriers to keep ocean freight rates in balance. We do a great
deal of rate negotiations for our clients and believe that +the
competition offered by all carriers Is to the benefit of the
shipping public. :

The September 12 1Issue of +the New _York _Journal. of

Commerce article by Maureen Robb stated: "The Paciflic
Westbound Conference, which has 1lost a third of i1ts members
since last year, will face critical 1Issues at Its owners

meeting this month as many members question the effectiveness
and even the survival of the group.

"American President Lines, for Instance, sald It is
concerned that the present structure of the leading Pacliflic
conference has become 'obsolete! and It is evaluating several
major alternatives to the system.

"The conference, which is down to 11 members from 16 in
January 1982, has seen Its market share fall from about 75
percent then to an estimated 50 percent now."

Why are the conferences in trouble?

Many conference rules are too restrictive to iIndividual
carriers who need the right to make spot decisions on rates for
certain types of shipments.

The voting system at the <conference table allows
carriers who are member carrlers but not serving certaln trade

routes within the conference scope to dictate rates to areas
they do not even serve.

Conference carrler groups are not responsive to shilpper
needs and thereby not only prevent the shipper from getting
business, but also lose business themselves.

One good example of +this waé the request +that +the
Pacific Coast European Conference recently received from
shippers asking for reduced rates on frozen potatoes from the

-47-




Pacific West Coast to the Continent. Due to crop fallures 1In
Europe there 1is a shortage of potatoes and In order to be
competitive with Eastern Canadian exporters, the West Coast
rate needed to be reduced. The Conference decided agalnst +the
shipper request, which will most likely result in loss of U.S.
exports, plus the reefer space on +the ships calling here will
not be used to capacity.

We are presently experiencing faster rate action from
The non-conference carriers, but their blg problem Is that they
do not have an adequate inventory of speclalized container
equipment such as refrigerated contalners, flat racks and bulk
llquid contalners,

Not all conferences are unresponsive to shipper needs,

but they certalnly need to be more progressive in thelir
thinking.

The practice by Individual carriers of jumping in and
out of the conference at will is somethling which must be dealt
with, It is unfair to the shipping public and must be stopped

to glve shippers a better chance at international markets
“through equitable freight rates.
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CONFERENCE SPEAKERS

Margery P. Abbott
Port of Portland

PO Box 3529
Portland, OR 97208

Victor Atiyeh

Governor of Oregon
State Capitol Building
Salem, OR 97310

James A. Beall

Garvey Schubert Adams Barer
1800 ONE Main Place, 18th Floor
Portland, OR 97204

David Buffam

Ted L. Rausch Co. of Oregon
1628 NW Everett, PO Box 3525
Portland, OR 97208

Dick Copeland

National Assoc of Marine Exchanges
200 SW Market St., Suite 220
Portland, OR 97201

Roland Cornelius

Int'l Shipping Co., Inc.
421 SW 6th

Portland, OR - 97204

Erik Falkenberg
Westwood Shipping
PO Box 1645
Tacoma, WA 98401

Scott Fitzwater
Dillingham Ship Repair
PO Box 4367

Portland, OR 97208

Samuel Guess

Senator, Washington State
W. 408 33rd Ave.

Spokane, WA 99203
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Michael Martin

Dept of Ag and Resource Economics
Oregon. State University
Corvallis, OR 97331

David Neset

Port of Portland
PO Box 3529
Portland, OR 97208

Steven Newman

Col. R. Customs, Brokers &
Forwarders Assoc.

421 SW 6th, Suite 920
Portland, OR 97204

Capt. John Pullen
Maritime Admin Office
1220 SW 3rd Ave., Rm. 321
Portland, OR 97204

W.L. Slack

Business Rep Local 48 113 EW
2032 Lloyd Center

Portland, OR 97232

George Tuckey

NW Marine Iron Works
PO Box 3109
Portland, OR 97208

Michael Uremovich
American President Lines
1950 Franklin St.
Oakland, CA 94612




Oscar Brandt

Nautical Society of Oregon
12200 SW lesser Rd.
Portland, OR 97219

Ruth Brandt

Nautical Society of Oregon
12200 SW Lesser Rd.
Portland, OR 97219

Bill Boldt

0SU Extension Service
PO Box 1261

Portland, OR 97207

Roland Fisher
Waterway Terminals
PO Box 3349
Portland, OR 97208

Walter Gadsby, Jr.
States Line (Ret)
4300 SW Fairview Blvd.
Portland, OR 97221

Nancy Hanks

American President Lines
421 SW 6th, Suite 410
Portland, OR 97204

Elaine Lycan

Port of Portland
PO Box 3529
Portland, OR 97208

Jerry McAllister

Jones Oregon Stevedore Co.
PO Box 10167

Portland, OR 97210

James McDonald
Waterway Terminals Co.
PO Box 3349

Portland, OR 97208

LUNCHEON ATTENDEES
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Stan Morgan

American President Lines
421 SW 6th, Suite 410
Portland, OR 97204

Doug Parks

Gene Sause & Co.
200 SW Market St.
Portland, OR 97201

R.E. Rabe

Matson Terminals, Inc.
12001 N. Portland Rd.
Portland, OR 97203

Charles Thomas

Coast Line Transportation
Rt 1, Box 442EF

Portland, OR 97231

Thomas J. White

Parks Montague Allen & Greif

1200 Jackson Tower
Portland, OR 97208




CONFERENCE ATTENDEES

Eric Anderson

Art Anderson Associates
148 First St.
Bremerton, WA 98310

Robert Beegle
Marcon Int'l. Inc.
PO Box 2350
Lynnwood, WA 98036

Emil Berg ‘
Hallmark, Griffith, Keating
800 Benj. Franklin Plaza
Portland, OR 97258

C. Pete Blaskowsky
Western Transportation Co.
PO Box 3869

Portland, OR 97208

William Bloom

Western Transportation Co.
PO Box 3869

Portland, OR 97208

David Bonnett

Tracor Applied Sciences
PO Box 1325

Silverdale, WA 98383

Hal Bullock

Giannotti & Associates, Inc.
4915 NE Tolo Road

Bainbridge Island, WA 98110

Nicholas Calley

NW Marine Iron Works
PO Box 3109
Portland, OR 97208

Floyd Carpenter
Port of Longview
132 Valley View Dr.
Kelso, WA 98626
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W.G. Carter

OSU Extension/Sea Grant
PO Box 1261

Portland, OR 97207

Ken Casavant

Washington State University
Department of Ag Economics
Pullman, WA 99164

David Cheramy
11643 SE Flavel
Portland, OR 97266

Admiral Clements

Riedel International, Inc.
PO Box 3320

Portland, OR 97208

John Cowden

Wood Tatum Mosser Brooke & Holden

Suite 1300, 1001 SW Fifth
Portland, OR 97204

Keith Culver

Columbia Marine Lines, Inc.
6208 N. Ensign

Portland, OR 97225

Archie T. Davis

Jones Oregon Stevedore Company

2323 NW Suffolk
Portland, OR 97210

CDR Steve Davis
U.S. Coast Guard
6767 N. Basin Ave.
Portland, OR 97217

Tom Dowd

Washington Sea Grant Program
Mail Stop HF-05

Seattle, WA 98195




Gary Esgate Fred Heard

Department of Commerce Department of Commerce

428 Labor & Industries Bldg. 428 Labor & Industries Bldg.

Salem, OR 97310 Salem, OR 97310

Steve Felkins Jim Henderson

Port of Astoria Tracor Applied Sciences

Portway PO Box 1325

Astoria, OR 97103 Silverdale, OR 98383

Tom Gentle Karen Hilton

0SU Extension Communications General Steamship Corp.

Oregon State University 421 SW 6th Ave.

Corvallis, OR 97331 Portland, OR 97204

Greg Gibbs Maurice Holcombe

Kerr Steamship Co., Inc. Toplis & Harding Inc.

1 SW Columbia Suite 450 319 SW Washington

Portland, OR 97258-2022 Portland, OR 97204

Ernest Gibson Margaret W. (Peg) Johnson

Progress Electronics Co. of Oregon, Inc. Ogden Beeman & Associates

5160 N. Lagoon Ave. 319 SW Washington

Portland, OR 97217 ‘ Portland, OR 97204

Capt. Kirk Greiner Walter A. Larsen

U.S. Coast Guard W.A. Larsen Co., Inc.

6767 N. Basin 5120 SW Dover Lane

Portland, OR 97217 Portland, OR 97225

Jim Grider Deborah Lipton

NW Marine Iron Works Oregon State Board of Maritime Pilots

Swan Island 1400 SW 5th, Rm 201

Portland, OR 97217 Portland, OR 97201

Ray S. Hansen Barbara Low

CH2M Hill Port of Portland

1500 114 Ave., SE PO Box 3529

Bellevue, WA 98004 Portland, OR 97208

Douglas A. Hardesty G.W. Marsh

Columbia Industrial Park Reichhold Chemicals, Inc.

2000 E. Columbia Way PO Box 810

Vancouver, WA 98661 St. Helens, OR 97051
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James E. McGraw
General Steamship Corp.
421 SW 6th Ave.
Portland, OR 97204

Charles H. McKeown
Port of Portland

PO Box 3529
Portland, OR 97208

Bob McNannay

Port of longview
PO Box 1258
Longview, WA 98632

Hilarie Miller
Crowley Maritime

0 Box 17178
Portland, OR 97217

C.R. Minus

Matson

1618 SW 1lst Ave.
Portland, OR 97201

Betty Morrison

OSU Extension Service
PO Box 1261

Portland, OR 97207

Capt. Robert Mundell

National Cargo Bureau, Inc.
" 4744 N. Interstate Ave.

Portland, OR 97217

Ted Nethery

Halton Tractor Co.
PO Box 3377
Portland, OR 97208

Ralph G. Nolte

Port of Longview
PO Box 1258
Longview, WA 98632
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Capt. Peter Norwood
Port of Portland

PO Box 3529
Portland, OR 97208

John E. Patrizio

Cranston Machinery Co., Inc.
PO Box 68207

Oak Grove, OR 97268

Dawn Pavitt-Ryan
Port of Portland

PO Box 3529
Portland, OR 97208

John Pedisich, Jr.
Waterway Terminals Co.
PO Box 3349

Portland, OR 97208

Lenny Pendexter

American Buregu of Shipping
1618 lst Ave., Rm 220
Portland, OR 97201-5765

John M. Pisani
US Dept of Trans Maritime Admin-
400 7th St., SW

Washington D.C. 20590

Geary Powell

McCall 0il & Chemical
808 SW 15th St.
Portland, OR 97210

Lt. Michael Rand

US Coast Guard

6767 N. Basin
Portland, OR 97217

Don Ray

Willamette Tug & Barge
PO Box 3320

Portland, OR 97208



C. Kent Roberts

Parks Montague Allen & Greif
1200 Jackson Tower

Portland, OR 97205

Dan Rogers

American Hoist & Derrick Co.

1103 SW Kendall
Troutdale, OR 97060

Theron V. Rust
Port of Pasco

PO Box 769
Pasco, WA 99301

Tony Schlesinger
Sanko Kisen USA Corp.
550 Jackson Tower
Portland, OR 97205

Jerry L. Severson
Albany Insurance Co.
3931 SW Kelly Ave.
Portland, OR 97201

Fred Smith

OSU Ag. Economics
Oregon ‘State University
Corvallis, OR 97331

John Spencer

Riedel International
PO Box 3320
Portland, OR 97208

Mike Spranger

WSU Sea Grant

1918 NE 78th St.
Vancouver, WA 98665

Chief James Thacker

Multnomah Co. Sheriff's Office

12240 NE Glisan St.
Portland, OR 97230
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F.D. "Bob" Thoman
NW Marine Iron Works
2516 NW 29th Ave.
Portland, OR 97210

Robert Umphress

ITT Mackay

2701 N. Hayden Is. Dr.
Portland, OR 97217

Russell J. Urry
Cascade Shipping Co.
500 Jackson Tower
Portland, OR 97205

Glenn Vanselow

Port of Portland
PO Box 3529
Portland, OR 97208

Ray Verzosa

McCall 0il & Chamical
808 SW 15th St.
Portland, OR 97210

R.M. Vickery

Kerr Steamship Co., Inc.
1 SW Columbia Suite 450
Portland, OR 97258-2022

Frank Vizzini

Bauer Winfree Anderson Fountain &
421 SW 6th Ave.
Portland, OR 97204

Bill Wick

OSU Sea Grant Program
Oregon State University
Corvallis, OR 97331

Ben Williams

Esquire's Professional Cleaning
635 SE 70th

Portland, OR 97215

Schaub, PC



Dan Winslow

Corps of Engineers
316 SW Pine St.
Portland, OR 97204

Ruth Wood

Maritime Affairs
83938 Cloud Nine Rd.
Florence, OR 97439

William H. Zavin ITI
NW Marine Iron Works
2516 NW 29th Ave.

Portland, OR 97210
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