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CARGO PREFERENCE AND EXPORT COMPETITIVENESS IN THE PORT OF DULUTH:
A SURVEY OP THE ISSUES

by Scott M. Hanson, C. Ford Runge, and Jerry E. Fruin

INTRODUCTION

The economic problems of northeastern Minnesota are reflected in the

fortunes of the Port of Duluth-Superior. The port is affected not only by

the contraction of the steel industry but also by wide flucuations in world

agriculutral markets. In the midst of these depressing forces, Duluth-Super-

ior remains a center of the region's economy. Cargoes handled at the ports

thus reflect, and. have a significant economic impact on the economy of the

region.

A major part of the 'ports' activity has come from a seemingly unlikely

source. food donations made by the U.S. government under the Food for Peace

program  PL-480!. While making up a tiny fraction of the tonnage handled at

the ports, PL-480 cargoes are highly labor intensive, and thus have a sig-

nificant economic impact. A bagging plant run by General Mills, for example,

was constructed specifically to accomodate these cargoes.

Ironically, a major constraint to these shipments is yet another

subsidy program: cargo preference. Cargo preference is a federal policy

requiring that a certain percentage of government cargoes be carried by U,S,

flag ships. U.S. flag ships fitted out to carry Food for Peace cargoes are

scarce on the Great Lakes, and thus the lake ports argue that they lose

these valuabLe cargoes. Cargo preference is a part of federal maritime

policy, and the politics of maritime policy are far beyond the control of

the ports,



This paper considers the complex issues underlying cargo preference and

its effect on the port of Duluth. First, a brief history of U.S. maritime

policy is presented. Second, a brief description of the Food for Peace

program  PL-480! is given. The policy of cargo preference is explained

third, outlining the cargoes to which the policy applies, and the cost of

the policy to the U.S. government. Fourth, the paper explores the politics

of the cargo preference issue, explaining the conflicting interests in-

volved. The final section examines cargo preference at the regional level,

explaining why cargo preference is important to the Great Lakes and Duluth

in particular.

This background document is intended to raise questions rather than to

provide definitive answers. However, it argues that the dual effects of the

PL-480 and cargo preference subsidies are to hurt the Great Lakes ports

without providing material benefits to the U.S. maritime industry.



BACKGRNM! Ojr U.S. MARITIME POLICY

U. S. maritime policy has three pillars; cabotage  excluding foreign

vessels from domestic trade!, subsidy  direct government payments to

shippers and shipbuilders!, and preference  requiring domestic ships to

transport certain cargoes! . All three have a history as long as that of the

U.S. itself.l

The founders of the American colonies were shipbuilders and sailors.

With access to vast forests at a time when forests in Europe were being

depleted, it was natural that shipbuilding would become a primary industry.

By 1776 onethird of the British merchant fleet was American made. Once

independent, the U.S. government continued to support the maritime industry.

At the end of the Revolution, a British ban kept U.S. vessels from their

former chief trading partners and placed many restrictions on trade with the

new nation. The first act of the first Congress in 1789 was a protective

tariff on imports, with a 10% discount on goods carried on U.S. ships. Only

U.S. built ships could be registered in the U.S., and they received wide

discounts in tonnage taxes. The Navigation Act of 1817 included the first

provisions for cabotage, restricting U,S. coastal trade to U.S. ships,

By 1839, the British, feeling the pressure from American built sailing

ships, began to award mail subsidies to steam ships. These were direct

payments to shippers of international mail. While steam had become well

developed in U.S. inland trade, the British pioneered its use in ocean

vessels. The U.S. authorized mail subsidies of their own in 1845. These

subsidies continued until 1858, when Congress discontinued them due to



increasing sectional pressure by the southern states, who ob]ected to

payments to northern shippers. Some mail subsidies were resumed after the

Civil War.

Despite continued support, the U,S. merchant marine had weakened con-

siderably by the time of the Spanish-American War, which served as the

impetus for the Cargo Preference Act of 1904, The Act provided that only

U.S. ships would supply U.S. armed forces overseas. World War I greatly

i,nflated shipping rates, and upon entry into the war the U,S. commenced an

emergency shipbuilding program. Bureaucratic difficulties made this program

slow to start during the war and slow to stop afterward. By 1920, the U.S.

fleet was 5 times its prewar size and half of all ships were government

owned. These were eventually sold at huge losses.

The Merchant Marine Act of 1936 was the fi,rst systematic attempt at

maritime policy. It established the Maritime Commission, replaced mail sub-

sidies wi.th direct construction subsidies to shipbuilders, and established

operating subsidies to ship owners and operators. These subsidi.es were

designated for ships on "essential trade routes," as defined by the Maritime

Commission, Reserve funds were established to cover these subsidies, with

additional funds put aside for construction loans.

Emergency shipbuilding during World War II was a success as the fleet

grew 14 fold, This time the disposal of the fleet was also a success when it

was sold to citizens of the U.S. and its allies after the war. Subsequently,

changes in technology, the shift to bulk cargos, and the emergence of flags

of convenience all made the U.S. fleet less competitive,



The 1936 act was refined by the 1970 Merchant Marine Act, which did not

change maritime policy and offered no new programs or goals. The act

continued construction subsidies and the requirement that U.S. flag vessels

in domestic trade be constructed in U.S. yards. For ship operators it

continued operating subsidies, cabotage, and cargo preference. The oil

crisis of the 1973/74 left overcapacity in the shipbuilding, industry all

over the world. Even before the oil crisis, the world capacity of tankers

was growing faster than demand. Many tanker owners responded to the -crisis

by shifting their ships to dry bulk cargoes, extending overcapacity to that

sector as well. The shipping industry throughout the world remains in

turmoil, but "to a large extent the climate for U.S. carriers  is! deter-

mined by congressional and presidential action, not the world environment."



CARGO PIIEFIDKNCR

"Cargo preference" refers to requirements that U. S. ships handle a

certain percentage of certain cargoes. Cargo preference has almost always

been a key part of U.S. maritime policy. Cabotage is a form of cargo

preference. The 1817 Navigation Acts were the first U.S. cabotage laws,

prohibiting foreign ships from handling U.S. coastal trade. As the V.S.

acquired overseas possessions later that century, the Acts were held to

apply to U.S. colonial trade as well. Cabotage laws are still in effect and

are connnonly known as the Jones Act.

The Military Transportation Act of 1904 was the first cargo preference

law that applied to cargo with foreign destinations. It required all

military cargo to be carried in U.S. flag or U.S. government owned ships. In

1934, Public Resolution 17 extended these requirements to U.S. government

financed exports as well. This requirement was reaffirmed in the Merchant

Marine Act of 1936,

Bulk carriers began to dominate world trade after World War II. When

U.S. ships found they could not compete in this market, the U.S. government

became concerned primarily due to military reasons. Consequently, in 1954

Congress passed that year's Cargo Preference Act  PL-664!. The Act es-

tablished a permanent requirement that 50% of all U,S. government generated

cargo be carried by U.S. ships. The requirement was to be computed separate-

ly for dry-bulk carriers, dry-bulk liners, and tankers.

This act strongly enhanced. the market for U.S. bulk carriers. It

reserved a portion of two important and growing markets for U.S. flags: the

supply of the growing U.S. overseas military establishment and the new



donations and concessional sales of agricultural commodities under the Food

for Peace program  PL-480! passed that same year, It also established cargo

preference as a permanent part of maritime policy. Until this Act, prefer-

ence decisions had been made from year to year. According to H. David Bess

and Martin Farris, "it is basically through these cargos  mandated by the

1954 act! that U.S. tramp shipping has remained alive."

The 1985 Federal District Court case ans o tation tute v Dole

found that cargo preference also applied to aIl export sales  specifically,

blended credit shipments! subsidized by the Department of Agriculture, not

just PL-480 sales. The Department ended the blended credit program after

this decision, The 1985 Food Security Act  commonly known as the 1985 Farm

Bill! then exempted the Department of Agriculture's commercial sales from

cargo preference, but gradually raised the requirement for PL-480 and other

concessionary shipments to 75% by 1988. To compensate the Department of

Agriculture, the Act provided that the Transportation Department pay for

freight differentials that exceed 20% of the value of exports. Zf the

Transportation Department runs out of money for these differentials, the

preference requirement reverts back to 50%.



PUBLIC LAW 480

Public Law 480 has been an important part of U.S. agricultural and

foreign policy since its passage in 1954. The act contains a number of

goals: expansion of international trade, disposal of surplus agricultural

commodities, promotion of stability in U.S. agriculture, encougernent of

economic development in developing nations, and promotion of U.S, foreign

policy. The emphasis of these stated goals has changed over time to reflect

changing objectives of agricultural and foreign policy.

Title I of PL-480 authorizes concessional sales of U.S. agricultural

commodities. Credits are given with interest rates of 2 to 3 percent and

repayment periods of 20 to 40 years. To assure that commercial sales are not

disrupted, recipient nations agree to additional commercial purchases based

on their imparts of the previous S years. Seventy-five percent of all sales

must be made to countries meeting the poverty criterion of the International

Development Association. The government pays differential freight costs to

U.S. shippers, that is, only the difference between U,S. flag rates and

world market rates,

Title II authorizes donations for humanitarian purposes, both for

emergency and disaster relief and for long term relief projects. A rninimurn

of 1.9 million metric tons are required to be distributed under Title II in

1987, with at least 1.4 million metric tons for non-emergency programs of

non-profit voluntary agencies and the World Food Program af the United

Nations. The remaining S00,000 metric tons are for emergency relief or to

supplement regular programs. All transport and handling costs, including



ocean freight, cargo preference differentials, inland freight costs and

packaging are co~ared by the program.

Title III authorizes sales similar to Title I, except that the sales

are designed for economic development objectives. They are multiyear

commitments in support of specific development programs in the recipient

countries. Loans may be forgiven if programs in the Title III agreement are

implemented. The Title III budget must be at least fifteen percent that of

Title I.

Title IV covers administration and general provisions. The Secretary of

Agriculture must determine commodity availability for the programs. Govern-

ment stocks must be in excess of domestic requirements and commercial

exports. Under the Sellmon amendment, the Secretary must determine that,

adequate storage facilities exist in recipient countries and that distribu-

tions of commodities will not interfere with domestic prodruction and

marketing.

The peak volume of the PL-480 program was in the late 1960's, when

shipments averaged 16 million metric tons per year. Recently, the program

has varied between 5.7 and 6.3 zillion metric tons per year. The value of

shipments has been rather constant, ranging between $1 billion and $1.3

billion, with volume changing in relation to agricultural prices,
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EFFECTS OF CARGO PREFERENCE

A 1984 General Accounting Office report stated that U.S. flag cargo

sub! ect to cargo preference accounted for substantial additional public and

private costs. Of the 37 million tons shipped from U.S. to foreign destina-

tions by U.S. flag carriers in 1980, over one-third, or 12.4 million tons,

was government cargo. The GAO estimated the additional shipping costs paid

by the government as a result of cargo preference were between $71 million

and $79 million.

Of this 12.4 million tons, 99% was provided by five government agen-

cies:

Total Percent excluding
D e se De te c

Dept of
Defense

PL-480

AI D

Dept of
Energy

Ex-Im Bank
Other

8800

2280
670

71%
18%

5%
63%

19%

450

120
100

12%

3%

3%

4%
1%

1%

The largest source of government cargo, the Defense Department, would

continue to use U.S. flag carriers even without cargo preference, both for

national security reasons and concern for maintaining the U.S, flag fleet,

U,S. flag carriers are also used for foreign-to-foreign shipments made by

the Defense Department which are not covered by cargo preference.

Of the remaining U,S, government cargo shipped on U.S. flags, nearly

two-thirds are PL-480 shipments. Title I shipments  sales to foreign govern-

ments! accounted for 1,430,000 tons ~ all of which would be shipped on for-

eign flag carriers in the absense of cargo preference due to the wide price
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tie t e
----------- thousands of tons!-----------

1980

1981
1982

1983

1984

1985

2280

5790

5170
5810

6670
8490

1430
3870

3940

4000

4110
5170

850
1920

1230
1810

2560
3320

differential between U.S. and foreign flag carriers. During the period of

the GAO report, this difference was from $30 to $80 per ton. The remaining

850,000 tons were shipped under Title II  donations to foreign governments!.

Since these are shipped in smaller lots, it is uncertain how much would be

shifted to foreign flag vessels,

The GAO determined that about half of the AID shipments and all the of

Department of Energy shipments would be on foreign flag vessels if cargo

preference did not exist. In total, of the 3,600,000 tons of the non-Defense

government shipments, ,300,000 tons would be certain to change from U.S. to

foreign flag carriers if cargo preference were abolished. The fate of the

remaining 1,300,000 is uncertain, though much of it would be expected to be

switched to foreign carriers.

Since 1980, PL-480 shipments unders Title I and Title II have been as

follows:8
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CARGO PRKFKRMCK: THK CONFLICTING INTERESTS

The conflicting interests involved in the cargo preference issue can

generally be divided into 3 groups:

1! Agriculture vs. the maritime industry,

2! Conflicts within the maritime industry,

3! Conflicting regional interests.

The tension between agriculture and the shipping industries is as old

as the history of the United States. Farmers have always resented the

federal subsidies that shipowners and shipbuilders have been given, and see

cargo preference as the latest in a long line of such subsidies. Cargo

preference is especially galling, as it directly affects PL-480 shipments

that accounted for over 10% of all U.S. agicultural exparts by value in

198S.9

The shipping industry responds that the costs of carga preference are

not borne by either farmers or exporters, but rather by taxpayers, and thus

do not affect total exports. Farmers still contend that an additional

government dollar used to pay shippers means a dollar less of exports for

the pragram.

The agriculture industry also argues that cargo preference has been

ineffective. In spite of cargo preference costing U.S.D,A. $1.6 billion over

30 years, in 1985 there were only about 20 U,S, flag bulk carriers in

service, with an average age of 17 years. Because they are sa few, they are

hard to locate and book for shipments, and their age makes them inefficient

to load,
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The interests of the maritime industry itself, however, are hardly

homegeneous. Different sectars of the industry derive different benefits and

costs as a result of cargo preference and overall maritime policy,

At first glance, U.S. shipping firms seem to be the major beneficiary

of cargo preference requirements, since the law does require that they carry

50% of gavernment owned ar financed cargo. However, they are also subj ect to

requirements to use U.S, labor and restictions on buying ships built outside

the U.S. They pay for these restrictions and the high costs of the U.S.

shipbuilding industry through higher ship prices  although the shipbuilders

do receive subsidies of their own.! Therefore, cargo preference can better

be seen as a subsidy to the shipbuilding industry rather than the maritime

industry as a whole.

Again at first glance, the ports of the U.S. would seem to be neutral

observers of the cargo preference issue, since the regulations da not

overtly affect the volume of government cargo shipped. The ports' revenues

do not depend on the nationalities of the ships calling on the ports.

However, since some ports have built various facilities like bagging plants

to take advantage of PL-480 shipments, they have a vital interest in how

these shipments are distributed. This is entirely at the discretion of the

Department of Agriculture, and cargo preference requirements are a major

determinant in this distribution. The parts thus are divided along regional

lines  Atlantic, Gulf, Pacific and Great Lakes! into trying to obtain their

"fair share" of PL-480 and other government shipments.

Since the fortunes of longshoremen are so tied to those of the ports

where they work, their interests in the cargo preference issue are parallel

to those of the ports, While their national unions have taken a general
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position in favor of cargo preference, the real action on the issue takes

place among the individual locals trying to ensure that their ports get

their share of the work from the cargo preference shipments.

The issue can alsa be viewed as causing regional tensions, between

agriculture and the maritime industry as well as within the maritime in-

dustries. Farm states generally oppose cargo preference while coastal states

support it. The four coastal regions will also claim that they are not

getting their fair share af the cargo preference shipments, These regional

differences are important in Congress, as legislators from the various

regions with an interest in cargo preference repsond to these interests.

These interests play a role on the committee assignments within

Cangress. Farm state legislators tend to lobby for and obtain assignments to

the agriculture committees, Consequently these committees tend. to suppart

the position of the agriculture industry on cargo preference matters. This

puts them in opposition to the merchant marine committees, which tend to

have caastal legislatars as members and tend to lobby for maritime industry

positions. This tension between committees was apparent in the drafting of

the 1985 Farm Bill. Eventually, a compromise on cargo preference far blended

credit programs was hammered out amang the various committees in the Senate.

These interests have different effects in the two houses of Congress.

Coastal states are more populous and more powerful in the House of Repre-

sentitives, while power in agriculture is more concentrated in the Senate.

Therefore the Senate Agriculture Committee and the House Merchant Marine

Subcommittee are the major players on this issue.

Just as Congressional committees tend to voice the positions af the

industries they regulate, so toa do the agencies of the executive branch. On
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cargo preference the respective agencies are the Department of Agriculture

on the one side, and the Department of Transportation and its Maritime

Administration on the other. These agencies have clashed several times, most

recently in the 1985 Federal District Court case ans orta n t tute v

~Do e which required blended credit programs to be included in cargo prefere-

nce and in the drafting of the 1985 Farm Bill.
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CARGO PREFERENCE: OTHER ISSUES

There are several other issues one should consider when analyzing cargo

preference laws. One is that of conflicting subsidies. Any combinatian af

policies that subsidize both the providers and the consumers of any good or

service is bound to be less than efficient. Yet such conflicting subsidies

are the rule rather than the exception due to the nature of politics and the

inclusion of "something for everyone" in any major policy. Such conflicting

subsidies abound in t1-'s area. Farmers are subsidized by a whole range of

price supports but face higher shipping costs due to cargo preference.

Shippers are subsidized by cargo preference yet face higher costs due to

restrictions on using non U.S, built ships. Foreign recipients of PL-480

shipments find the amount of those shipments are limited by cargo preference

requirements. The big lasers when subsidies conflict are taxpayers, who find

themselves paying for two or mare expensive programs when the same effect

could be achieved by a single smaller program.

There is no easy solution to this problem, if any solution exists at

all. In this instance, both PL-480 and cargo preference are small but

integral palicies. Both the agriculture and the maritime lobbies wield much

influence on government policy, When small portions of those policies are in

conflict, the temptation is overwhelming to "pay off" both interest graups,

even at higher costs far bath policies, rather than to find a politically

difficult solution that may be more efficient.

Another consideration is the federal budget and the efforts of the

Reagan Administration to reduce the role of the government in areas other

than defense. There has been a general pressure to reduce the size of and
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expenditures for domestic programs. The effect of this pressure has been

miniscule on maritime policy in general and cargo prefence in particular.

Too many groups have too much to lose if programs are reduced, and have kept

pressure on Congress and the administrative agencies to keep the programs

going.

Has cargo preference been successful in its goal of helping maintain

the U.S. merchant fleet? The answer is mixed at best. At least for the

carriers of bulk agricultural products, the results have been very disap-

pointing. As noted above, in spite of cargo preference costing the Dept, of

Agriculture $1.6 billion over 30 years, in 1985 there were only about 20

U.S. flag bulk carriers in service, with an average age of 17 years. Because

they are so few, they are hard to locate and book for shipments, and because

of their age are inefficient to load. Overall, U,S, ships remain smaller,

older, and less efficient than the average ship in the world fleet,
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CARGO PREFERENCE AND THE GREAT IAKES

The Great Lakes ports, and the Port of Duluth in particular, feel

slighted by the cargo preference requirements on PL-480 shipments. The port

of Duluth is especially dependent on PL-480 shipments with the depressed

market for taconite, the region's only ma]or non-agricultural export. PL-480

shipments have accounted for 85% of the port's general cargo exports in

recent years, and in some years over 90%.

While general cargo is a small portion af the port's total tonnage, it

accounts for a large share of the ecanomic impact af the port. The impact of

a part on the community can be measured by the amaunt of money shippers

spend on port services, Dry bulk cargoes Like grain or taconite require few

services and little labor. Many Title Il PL-480 shipments are packed in 50

pound bags and must be hand loaded. They are very labor intensive and may

account for over 50% of langshoremen hours worked at. the port. Runge and

Fruin found that general cargo accounts for over 40% of the longshoreman

hours worked at Duluth and Superior from 1979 to 1984.

The problem all Lake ports face in attracting PL-480 cargo in the face

af cargo preference requirements is the unavailability of U.S. ships for

those shipments. There is only one U.S. shipping company affering regular

internatianal service from the ~astern Great Lakes. U.S. charter ships find

it more Lucrative to operate in other coastal regions than the Great Lakes.

The port has often found that cargoes allocated to them by the U.S.D,A. have

been diverted to other ports to fulfill cargo preference requirements. They

feel that U,S.D.A. should consider "lowest landed cost" in allocating these

shipments, i,e. take into consideration the barge and rail costs af getting
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the commodities ta port. Since the Great Lakes are the closest of the

coastal regions to the Great Plains, where most of the PL-480 commodities

are produced, they feel they deserve a greater share of the shipments.

In terms of total international trade in the U,S,, the Great Lakes i,s

the smallest af the coastal regions, shipping only about 10% of the total.

The shallow draft of the St. Lawrence Seaway is a ma]or factar in this. It

might seem that the shallow draft requirement would be an advantage for the

Lakes in attracting U.S. ships since they tend to be smaller than the world

average, Hovever, those ships that can mave in and out of the Lakes find it

more lucrative to look for cargoes elsewhere. There are toa few cargoes

available and tao many risks that can keep a ship bottled up in the Lakes,

such as winter closings ar canal problems in the St, Lawrence Seaway.

Furthermore, the other coastal regions do not feel that the Great Lakes

should be extended any special treatment in regard to cargo preference,

In the drafting af the 1985 Farm Sill, the Great Lakes and their repre-

sentives stubbornly opposed the compromise that increased preference

requirements for PL-480 to 75%, although there was a special provisian that

the share of shipments from the Great Lakes not be reduced. The yearly

periods over which the shipments are measured were set to begin on April 1

to correspond with the spring opening of shipping an the Lakes. The require-

ments were gradully rasied to 60% in 1986, 70% in 1987, and 75% in 1988 and

thereafter.

Tables 1 through 4 illustrate PL-480 Title II shipments and total

exports in the coastal regions of the U.S. The Great Lakes have handled

between 11% and 27% of these shipments since 1978, with an average of 16%.

This compares with the Great Lakes' share af 8% to 15% of total U.S. exports
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during the same period.

The next two tables illustrate the "dependence" of the Great Lakes on

PL-480 shipments compared to the other coastal regions. Table 5 shows the

PL-480 share of each region's export tonnage, These percentages are nearly

all less than one percent. However, the low percentages understate the

importance of the PL-480 cargoes to the ports. Most of the total export

tonnage is bulk cargo requiring little handling, unlike the labor intensive

PL-480 cargoes.

A relative measure of this dependence is in Table 6. This shows the

ratio of each region's share of PL-480 to share of total export tonnage. By

definition, this ratio is exactly one for the entire country. A ratio

greeter than one indicates a higher share of PL-480 than of total exports,

and is an indication of the importance of PL-480 to each region. Looking at

thee 8 year average ratio for the Great Lakes, we can conclude that PL-480

is 1,7 times as important to Great Lakes ports than to an "average" U.S.

port.

Tables 7 through 10 repeats this date for customs regions of the Great

Lakes. "Duluth MN" includes both Duluth and Superior, The importance of

PL-480 at Duluth is fairly close to the national average by our measures,

with both Milwaukee end Chicago very dependent to them. However, the Duluth

district handles twice as much total exports as Milwaukee and Chicago

combined.
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1978 ~ 1985
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$4, 154
113, $70
575,350
133, 187
332,507
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66,580
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3.877X
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TABLE 3: TOTAL EXPORT TONNAGE BY REGION  theuaans[ tata!

1978 ~ 1985
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101, T62
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36,285

301,568 359,3ZB 403,324 400,352 C03,076 363,295 376,216 352,0DO 371,020NAT[ONAL
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TABLE 4: REGIONAL SNARE OF TOTAL EXPORT TONNAGE  Percent!

1978- 1985
AVERAGE1975 1979 1980 1981 10d2 1983 1984 1985

100.000X 100.000X TOO.DDDX 100.0DOX 100.000X 100.000X 100.000X 'IOO.OOOX 100.00QX
NATIOIIAL

TABLE 5: pL-450 sNARE 0F TDTAI. EKpoRT ToeeaGE BY REGIDN  percent!

1078 1055
AVERAGE

1978 1'070 1980 1081 1082 1983 1984 1985

D.415X 0.347X 0.305X 0.300X 0.30TX O.C23X 0.457X 0.6CCXNATIOHAL
D,C01X

TABLE 6: RATIO OF PI.-480 SHARE TO TOTAL EXPORT SHARE BY REGION

1978-1985
AVERAGE1980 1981 1982 1083 1984 198S1978 1979

0.110 0.022 O.oee 0.340 0.2d9 0.298
0.403 D.d02 0.022 0.812 2, 106 1.2 16
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1.397 1.524 1 139 0.950 0.580 0.285
0.817 1.220 1.309 2.01S 2.0dl 2.602

0.413 0. 266
0.872 1.320
1.4d2 1.S50
0.302 0.483
1.485 1.45d

1.000 1.0DO 1.000 1.000 1.00D 1.DOO 1.000
NATIONAL

1.000 1.000

TABLE 7; PL ~ CBO TITLE II TONNAGE BY GREAT LAKES CVSTONS DISTRICTS  tOne!
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1,250,096 T,245,118 1,231,512 1,2d2,947 1,239,0dS 1,537,032 1,717,450 2,267,01T '!,679,652 T,CeP,DDB
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TABLE 8: TQTAI. ExPDRT TDNNAGE BT GREAT LAKEs cUBTDHB DIBTRIcTs I thaUeend tone!

1978 1985
AVERAGE1P78 1980 1981 1982 '1983 1984 19851979
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TABLE 9: PL 4$0 TITLE II SHARE OF TOTAI. BXPORT TONNAGE BY GREAT LAKES CUSTOMS DISTRICTS  Percent!
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CONCLUSION

As stated in the introduction, this paper only asks questions. It gives

no answers. Hopefully the paper lays the groundwork for examining how the

port af Duluth can best address the problems it faces as a result of cargo

preference.

The high ratio of the Great Lakes PL-480 share ta total export share

could be interpreted as a "dependence" on PL-480, It could also be inter-

preted that the Great Lakes already gets too large a share of PL-480, The

concept of dependence can be studied more closely, Total port activity can

be exaimined rather than only exparts. The compostion af exports may be

studied. Examination of the origin af PL-480 cargoes and their transporta-

tion charges to the export port may reveal whether a region's share of

PL-480 is reasonable. Actual longshore labor used in handling PL-480 will

give a more accurate indication of the impact of PL-480 on the Great Lakes

and at Duluth.

The process af allocating PL-480 shipments to ports should also be

examined. The written laws and reguluations governing the PL-480 program

might be not indicate how the bureaucrats actually administer the program,

If the Great Lakes want to attract more PL-480 cargoes, more should be

learned about the allocation of those cargoes.

Finally, should the Great Lakes and Duluth make special efforts to

attract PL-480, or are their efforts best spent making their facilities more

attractive to all shippers? This may seem like a moot. question, since more

PL-480 is always good for a port. But are the ports resources and influence
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best used in lobbying to obtain PL-480 shipments? Would the rewards perhaps

be greater by concentrating, efforts elsewhere?

Duluth and the Great Lakes do have disadvantages in competing for

cargoes. Their resources are limited. The economic problems of northeastern

Minnesota make the stakes even higher, and the port has a responsibility as

a center of economic activity for that region. Therefore these questions

about cargo preference and the competitiveness of the port are important in

setting priorities for port development activities.
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