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Heine: Soviet Maritime Policies

SOVIET MARITIME POLICIES

The Soviets have established realistic objectives for their merchant marine which
will allow them to meet domestic and foreign shipping requirements, implement
political activities with the lesser developed nations, project power into the
international scene, and provide an auxiliary force for the Soviet Navy. While
Moscow can be credited with considerable success in meeting these objectives, the
realities of the situation indicate that their resources cannot serve two masters—that
is, meet the objectives cited and, at the same time, cause large-scale disruptions on

the world trade routes.

An article

Mr. Irwin M. Heine

About 2.4 Dbillion metric tons of
cargo loadings are carvied annually by
merchant ships in Whe international sca-
going irades. [t is an expanding com-
merce which has inercascd over the past
10 years al a rale of aboul 9 pereent
eompounded annually, and the Russians
wanl to carry as much ol il as their
capabilitics permit. 11 they succeed, it
would enable Soviel shipping authoritics
Lo utilize the U.S.S.R.’s large and grow-
ing merchant marine more effeclively; it
would enhance the Soviel’s iulcrna-
Lional inaritime prestige and make Lhe
U.8.5.R. a lorce with which to conlend
in international shipping couneils, More
imporlantly however, it would cnable
the et o carn hard currencies which
the U.S.8.1% is required Lo pay for the
goods and services so urgently needed

for ils economic growth and social
responsibilitics.

Some see the USS.R.s incursion
into intcrnational shipping as the “long
dark shadow,™ others as creating
“chaos in world shipping.”? A [cw take
a wore analytical approach such as
Kristian von Sydow,” who has sludicd
the operations of Soviel shipping lor
many yecars, The operable words in any
discussion, however, should be capa-
bility and performanee.

It is appropriate, therelore, to
examine the U.8.8.R.’s merchant marine
polieies not in the light of press notices,
bul in vrelation lo the cnormous
strenglhs and capabilities of the (ree
world’s lleets, Aflter all, many of the
maritime nalions have been at this
business for centuries, nol decades, and
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their merchant fleets dealt successlully
with competitive factors in all their
various forms and manifestationa,

Intent and Purpose. The thrust
toward the seas and oceans is a recurring
drcam that Russia’s rulers have had for
centurics, However, it was often [rus-
trated because of at strategic moments
in lime the inhibiting interventions,
cconomic disasters, assassinalions, wars,
internal uprisings, and revolution, But,
strangely enough, another frustrating
political sctback—having great military
implications—was probably the catalyst
that made drcam and reality one. The
Cuban missile crisis in 1962 pointed up
the strategic and trade imperatives for a
merchant marine that could free the
U.S.5.R. from dependence upon capi-
talist shipping.

Quile suddenly the U.S.3.R. began
diverting from other sectors of the
nalional economy very substantial
amonnts of its resources to acquirc a
more cffective merchanl marine. In
1960 the U.5.5.R. had a merchant fleet
consisting of 873 ships totaling 5 mil-
lion deadweight tons. Lt was far [rom &
modern fleet and definitely lacked
halanec with respect to the types, size,
and age of its ships. Under the 7-year
plan ending in 1965 and the 5-ycar plan
beginning in 1966, substantial gains
were made in the number of shipa and
the overall tonnage of the flect. PMans
for continned growth during the present
decade are under consideralion by
Soviet authoritics,

Constantly recurring in the writings
and specches of U85, maritime of-
ficials arc the following objeclives, al-
though not neeessarily in their order of
listing, for a strong Soviet merchant
marine:

¢ To meet the UASS.R.’s internal
and external shipping requirements,
According to Timofei Guzhenko, Sovict
Minister of the Merehant Fleet, the
rapid development of the U.8.8.R.s

ceconomy, the cxpansion of its loreign
commerce, and its economic agreements
tequire a considerable increase in its
merchant marine,® By 1980 it is esti-
mated the Sovict merchant marine will
inerease to approximately 19.8 million
deadweight tons from about 11.4 mil-
lion tons in 1969, The ultimate aim is Lo
carty nol only most of the U.S.S5.R.’s
forcign and domestic commerce, bul Lo
compete for the carriage of cargocs
from one forcign port o another. In
1969 Sovict-flag ships carricd 82 million
melric tons of cargo in the nalion’s
foreign commerce and between third
countrics and some 70 million tons of
coastwisc eargo.” Despile every effort
made by the Sovict authoritics to eon-
trol® the flag of the ship carrying the
U.8.5.R. exports and imports, char-
tering of forcign-flag tonnage was slill
necessary.

® To free the U.S.S.R, from depen-
dence upon “capitalistic” shipping in
the development of its foreign trade,
V.. Tikhonov notes that in the Czarist
days large sums of forcign cxchange
were required for payment of freight
charges on foreign-flag ships carrying
Russian cargocs. Unlil recent years sub-
stantial outflows of foreign exchange
were also required for payment of
freights and  charters to  capitalist
shipping companics, Such payments arc
being reduced considerably now that
the USSR has a large and growing
merchant marine and through S0V-
FRACHT® has become a charterer of
ships lo non-Communist shippers.
Underlying practically all comments by
Sovict authoritics on the nced for a
large fleet of ships is the dominanl
theme of carning and conserving forcign
exchange, Rubles are the currency of
trade between the USSR, and its
partners within the Soviet hloe;® they
are not aeecplable in the international
Lransactions of the free world,

Since foreign trade, as cvery other
aspect of the Soviet cconomy, is eon-
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ducted on a planned basis, imports arc
given primary consideration, Imports of
ships aud shipping equipment alone
amounted to 523 million rubles in
1969. Import requirements are based on
both economic and political considera-
tions, and the nceessary cxports are
allocated to pay for them. For years the
Sovict Union relied primarily upon the
sales of raw maltcerials, furs, timber, even
gold to obtain hard currencics. In 1969,
for ¢xample, raw materials and semi-
finished goods uccounted for about 51
pereenl of total exporls. Sovicl ceo-
nomic planners are trying to stop this
trend, sinee it is quite dungerous over
the long term for a nation to finance its
industrial buildup solely through the
costly cxgunsion of raw material pro-
duetion.!® Morcover, the picture which
such exports of raw malerials present Lo
the emerging and industrial nations is
onc of cconomic weakness and does not
accord with the image of industrial
power and prestige the USSR, wants
lo project. Accordingly, the USSR,
has been giving increasing atlention lo
selling indnstrial products and processes
to the non-Communist nations as a
means of carning [oreign exchange and
improving its balance of payinents posi-
tion,

The U.B.8.K. looks hopefully to its
merchant marine as a means of con-
serving and carning loreign exchange by
cartying as much as possible of ils
export and imporl cargoes on Soviel-
flag ships. Bul equally as imporlant, the
Russians hope to carn hard currencies
through the services it cun render
foreign shippers in trade between third
countrics and by chartering its ships to
shippers in capilalist nations, In 1905 it
wis cstimaled Soviel ships carried about
50 percent of the cargoes in USSR,
forcign trade, By 1969 Sovict ships were
carrying approximately 56 percent of a
larger forcign trade volume. Russian
commentators on maritime affairs point
oul that when Sovict ships began carry-
ing wool from Austiralia, the U.S.S.R,

SOVIET MARITIME POLICIES 3

was ahle to conserve foreign exchange
equivalent to $1 million annually which
it bad [ormerly paid to foreign shipping
companics, ' !

® To implement the U.5.5.R.’s po-
litical aetivitics in the less developed
countries (LDC's) and by “showiug the
flag.” One of the [actual eliches which
Soviet shipping authorilies repeal con-
stantly is the increasing number of visils
1L.S.S.R.-flag ships make Lo porls in
Asia, Africa, and Latin America. Tikho-
nov, Depuly Minister of the Maritime
Flect, noted that Tussian ships serve
Asgian, African, and Lalin Amcrican
countrics by carrying millions of tons of
building materials, vehicles, spare parts,
fuels, various kinds of equipment and
units for industrial and other products
built in those countrics with Ttussian
technical assistance. Soviet ships are
partieularly active in services Lo the
United Arab Republic, Syria, Libya, and
frag, although no mention is made of
the enormous supplies of military ear-
goea with which the U.S.8 1. supplics
these countrics and olhers within the
Soviel sphere of influence. Soviet-flag
ships carry large volumes of eargo to the
Communist countriecs of Cuba, North
Victnam, North Korea, Bulgaria, [ast
Germany, Poland, Rumania, and Yugo-
slavia. In 1969 Russian ships made
about 3,200 calls at ports in these
countrics, und in addition o carrying
huge supplics of military equipment,
they also  delivered food, elothing,
motor vchicles, farm machinery, ma-
chine tools, locomolives, medicines,
paper, fucl, metals, and building ma-
Lerials.

According to the Soviel Ministry of
the Maritime Ilect, capitalist shipping
lines serving the LDC’s formerly carned
about 82 billion annually in [reight
charges. ‘The monopoly they enjoyed
for ycars, however, has heen bhroken by
Soviet shipping lines which are offering
increased services al lower raies, foreing
Western matitime shipping companies to
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carry cargocs in the LDCs® trades at
morc cquilahle rates. The propaganda
impact upon the developing nations of
the benelits Lo be derived from Soviet
maritime  activitics, cconomically and
politically, is probably outl of propor-
tion Lo the services rendered by Soviel
shipping.

1t should be noted in Lhis context
thal, on a rnble basis, the Lotal wrnover
of USSR, wade amounted Lo 19.8
billion rubles in 1969.'% Of this
amount, Communist countries, in-
elnding Council for Economic Mutual
Assistance (CEMA) members Look 65
percent of 12.9 billion rubles, while the
LDC’ aceounted lor 13 percent of 2.5
million rubles. Trade hetween  the
U.5.5.R, and the United Arab Republic
amouuled Lo 420 million rubles, making
it the Soviel Union’s largest trading
partner among the LPCs At least
one-third of the wade with the LDC’s
was with countrics involved dircetly or
indircelly in the Middle Liast conllict of
which over 450 million ruhles was for
arms Lo be cleared through trade.

Some idea of Lhe cosls Lo Lhe Sovicl
Union in 1969 ol supporting the ccono-
mies of Cuba, North Victnam, North
Korea may be gained from the following
Lotal turnover amounts: Cuba, 770 mil-
lion ruhles, North Korca 295 million
tubles, and North Vietnam 186 million
tubles, This lurnover consisls pre-
dominantly of shipments [rom the
U.5.8.%. Apparently, the political gains
to be derived [rom such lrade agree-
menls arc worlh the cosls to the Krem-
lin authorilics.

® To gain stature and influence in
the international sphere as a maritime
power and to project that power in
pursuing international maritiie policies,
As a lalccomer among Lhe principal
marilime nations, the Soviet Union is
anxious Lo fiex ils shipping muscle in
inleenalional circles. What iuflucnee it
comumands on marilime malters is made
through its memberships in a number of

intergovernmental and nongovernmental
organizations such as the Intergovern-
mental Maritime Consultative Organiza-
tion (IMCO), the Shipping Coramittec
of the United Nations Conference on
Trade and Development (UNCTAD),
the Maritime Commiltee of the Inlerna-
lional Labor Organization (ILO}, and
the Permanent Lnternational Association
ol Navigalion Congresses.

As Sovicel shipping enlarged ils scope
ol operations through the addition of
new merchanl vessels Lo its [lect, SOV-
FRACHT and Sovicl shipping lines
sought membership in nongovernmental
international  marilime  organizations
and shipping conlerences, Acceptance
was nol always casy. l'or example, il
was nol until 1965 that the DBaltic
Steamship Line of Leningrad was ae-
cepled as a member-shipowner of the
Ballic and International Marilime Con-
ference wilth hcadquarlers in Copen-
hagen, Denmark, This organization is an
exclusive trade associalion wilth none of
the functions of a shipping conlerence.

After application for membership in
the Baltic Exchange was twice turned
down, SOVFRACIIT was [inally ad-
mitted to (ull membership in 1968. The
Baltic lixchange, located in London, is a
hourse [or shipowners und hrokers
where information on ships and eargoces
is exchanged and charter fixlures are
made. 1t is a world eenter for the Lramp
shipping industry and affords many
advanlages to ils members in Lhis bighly
technical and compelilive {icld.

Lor many years Soviel steamship
lincs did nol participate in shipping
conferences,'® One reuson may have
been that many ol the cargoes carried
hy their ships in their major liner
services were moving on roules generally
not subjeel Lo conlerence rales. lleine
and Coc** noted that “as Soviel
shipping activities heeame world-wide in
secopc and their authorilies less parochial
in  Lheir oullook, membership in
shipping conferences and pooling agree-
wents appeared advanlageouns,”
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Admittance of U.S.5.R, steamship
compinies lo shipping conlerenees is a
slow proccss. [n some cases Lhey have Lo
oblain membership by literally fighting
Ltheir way inlo a conlerence. A Soviel
shipping line will cul rates, see ils
sailings bracketed by conference ships,
and usually mainlain  nonproductive
gsailing schedules until the line shows
conelusively il means Lo conlinue opera-
tions despile all obstacles. A elassic
example of the [oregoing was Lhe
mecthod the Russians used Lo obitain
membership in the Outward Continenl-
Australia Conference and United King-
dom-Australia Conference, as well as
membership it Australian  Oversea
Trangport Associalion., The hree con-
ferences arc of Lhe “closed™ Lype which
predominate in Europe.!®

Sovicl ships offered up Lo Lhree
gailings monthly at rates 15 percent
under the conferences’ charges. The fact
thal the Soviet line was able to oblain a
contract lor large quantitics ol wool
destined for British and Furopean ports
decply disturhed officials of the 27 lines
in the Australian inward and outward
conferences. As a resull of lengthy
negoliations in London, an agreement
helween the respeclive conlerences and
the Sovicls was ratified, 1t provided that
the Baltic Steamship Company would
be granted full membership in the con-
ferences with a fixed sehedule of saitings
begiuning 1 Mareh 1969.'S About 6
monlhs laler the Soviels hecame mem-
hers of the New Zn:;llelrl(l/[".utop:;m
Shipping Conference. 1l as expected,
the Tar LSast  Steamship  Company
(FESCO) joins the Far East Freight
Conference on roules from Singapore/
Malaya Lo Furope, only four Sovicl
cargo lines will remain in operation as
independents on routes where they are
in direct compelition  with  non-
Communist conlerence lines.

Membership  in governmental  and
nongovernmenlal international maritime
organizations oflen gives the Soviels
leverage Lo promole Lheir own inleresls

SOVIET MARITIMFE POLICIES 5

and those of its clients of the moment,
pacticularly the LDC’s, in Lhe slralegic
arcas of the world,

Many conferences now scem Lo be
prepared to accept the Russians on the
theory il is casicr Lo control them from
the inside Lhan as an oulgide indepen-
denl. Weslern marilime nations hope
that by joining conferences the Soviets
will restrain Lheir propensily lor rale
culling. Thus far, Sovicl lines are ad-
hering Lo the rules and are cooperaling
with other shipowners on routes on
which Lhey are conference members,
Aflter all, there are higher carnings of
loreign exchange Lo be gained from such
associalions, and Llhere is no point in
operaling on uncconomic lerms unless
the goals are ruuch more worthwhile Lo
the U.S.5.R.%s marilime strategy,

® To serve as an auxiliary lo the
Soviel Navy. Since the end of World
War 11, the Russians have developed the
use of their navy, m addilion Lo ils
primary military purpose, lor the po-
litical and diplomatic advanlages il can
provide. To nmplement these advantages
and o serve as military  auxiliaries,
Soviel military planners have lighlened
the degree of integralion between the
naval and merchant flects.

The wmerchanl marine is a ready
source of supply of trained seainen and
olficers for Lhe Russian Navy, Training
merchanl scamen is a Tunclion of the
Ministey of the Maritime Fleel. Com-
mand personnel are lrained at the Minis-
try’s four higher and 12 specialized
secondary  educational  schools.  Ac-
cording o V.1, Tikhonov, one oul of
every four men in the merchanl marine
has a diploma of a higher or specialized
seccondary cducational institution.
Sovicl ships provide the practical ex-
perience, and it is nol unusual o find
some with excessive crews in relation Lo
their Lype and size,

Sovicl naval vessels are showing the
flag m Lhe Mediterrancan Sea Lo an
increasing degree, i lhe [ndian Ocean,

Published by U.S. Naval War College Digital Commons, 1971



Naval War College Review, Vol. 24 [1971], No. 8, Art. 2

6 NAVAL WAR COLLEGE REVIEW

and, more [requently, at the front doors
of the Uniled States in the Garibbean
and ol ils castern scaboard. Agreements
between the U.S.S.R. and a number of
the LDC’% in Aflrica and Asia make it
possible for Soviel tankers (o take on
Tuel Tor Russian warships al sca, while
Sovicl freighlers ael as snpply ships as
required.

® To demonstrale the henefils of
Soviet mationalization and planning,
Soviel pride in its merchanl marine
extends beyond mere chauvinism, Tt
also  represenls a  pragmalic  under-
standing of the merchant marines po-
litical as well as economic funclions,
First of all, the modern [lect is a realily;
the result of a planned elfort thal paid
off, Second, hccause ol the [leel the
government 18 able o lake care of
expanding loreign trade with less expen-
ditures of foreign cxchange for [reighls
and charters Lo capilalist shipping com-
pauics. Third, given the developing state
ol the Soviet inland lransporl syslem,
which still leaves much Lo be desired,
thppmg must play a major role in
moving inercasing quantilics of goods in
domestric trades, particularly Lo north-
crn Siberia und the Far Fastern proy-
inces, Fourth, Lthe existence of Lthe [leel
enables  Soviel leaders to reap the
planned political and economie benefits
from inercasing calls at LDUs’ ports,
Fifth, the merchanl matine is recog-
nized as the Soviet Union’s principal
supply line for mililary and economie
aid 1o ils widely scattered political
dependents in the Caribbean, Mediter-
rancan, and South China Seas and the
Sea of Japan, Sixth, as the creature ol
the slale cvery aspeel ol the Soviel
merchant marine is planned. Tikhonov
points out: “Nationalization enabled
the merchanl marine Lo go over lo
planmed  development and  operalion,
Plans cover the volume and direclion of
shipping cargoes, Leehnical operations of
the ships, the rale of expansion of the
fleet and the shore servicing establigh-

menls, and also training qualified per-
bOI'II'I(,l ™7 Seventh, bul by no mcans
last, Soviel planning authoritics can
presumably  pinpoint  the blame il
planned objectlives are not achicved. It is
a convenicnl system, especially when
such objectives are nol mel for improve-
menls in porl [lacilitics, loading and
discharging produclivity, ship deliveries,
oulpul ol ship repair enterprises, and
the climination of operating losscs, !

Fael and Myth.

The Soviet Merchant Marine, By
any standard the USSR, must be
reckoned as a major marilime power,
U.5. Maritime Administralion data show
their flect to consist of 1,717 ships of
12,8 million deadweight tons."® This,
however, is nol Lhe competitive Soviel
merchanl marine since Lhe foregoing
data arc belicved to inelude some 300
ships ol about 1.5 million deadweight
lons used primarily on the Danube
River and Caspian Sea. Authoritalive
Russian and other United States sources
concur on the figures of abont 1,400
ships lotaling some 11.4 million dead-
weight Lons,

If the Maritime Administration’s
lavger figures are used, Lhe Soviet mer-
chanl marine has 8.8 perecnl of the
worlds merchant slups but only 4.3
pereenl of its tonnage,2® On the basis
ol the larger Lonnage, the ratio al the
end of 1969 is aclually less than the 4.6
pereent in 1965, Compared with the
gize of the world’s non-Communist
merchant flect®! of 17,073 ships to-
taling 278.5 million deadweight tons,
the Sovicl merchant maring is still rela-
tively small.

A more meaninglul comparison of
the Sovicl merchanl marine and the
fleets of other counltries 18 shown in
table 1. The imbalanee among types of
ships in Lhe Rnssian Flecl is apparent,
There are no container ships (of the full
or parlial varicly), lighter aboard ship
(LASH) types, ore/ail carriers, or oilf
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TABLE |I-FREE WORLD, U.5.5.R., AND OTHER COMMUNIST*
MERCHANT FLEETS, BY TYPES OF SHIPS, AS OF DECEMBER 31, 1969
{1,000 GROSS TONS AND OVER)

Free World U.S.5.R. Other Communist*
DWT Tons DWT Tons DWT Tons
Type of Ship No. {000} No. {000} (000}
Freighter 8,912 71,430 829 5,543 855 4,062
Tanker 3,357 125,195 344 4,620 556 824
Freighter/Reefer 659 3,91 158 637 23 73
Bulk Carrier 1,624 42,6556 44 333 67 675
Comb.Pass./Cergo 793 3,984 73 193 28 81
Comb,Pass./Reefar 33 318 1 1 2 10
Qre/fQil Carrier 173 9,989 0 0 3 59
Whaling Tanker 10 210 7 118 0 0
Qre Carrisr 337 9,320 32 195 23 357
Auto Carrier 61 524 0 0 2 13
LPG Tanker 146 1,146 2 5 0 1]
Colliar 239 1,706 57 282 16 127
Timbar Carrier 150 1,360 170 831 6 24
Container 157 1,793 0 [4) 0 0
Partial Container 101 1,243 0 0 0 0
32 Other Types** 3 3,785 0 0 0 0
Total 17,073 278,470 1,217 12,758 780 6,295
Total World Fleet 19,570 297,623

*Albania, Bulgaria, Communist China, Cuba, Czechoslovakia, East Germany, Hun-

gary, North Korea, Poland, Rumania.

**Includes among others, chemical tankers, cement carriers, oil/bulk/ore carriers

(OBO), and “'LASH" ships.

Source: U.S. Maritime Administration

bulk/ere ((X3() combination ships that
are  found by Lhe principal non-
Comnuunisl  maritime  nalions Lo be
more versalile, produclive, and prolil-
able than the ordinary freighter, bulk
carrier, and lanker, Sovicl bulk carricrs
are few and minuscule in size, as are ils
ore carriers, The largest tanker is 50,000
deadweight Lons; 123, or 30 pereent, of
all ils tankers are under 5,000 dead-
weighl Lons. In luet, over 51 percent of
all Soviel merchant dry cargo ships and
tankers are under 5,000 deadweight
lons,

The concentralion ou ships of low
deadweight and  draft s deliberale.
There are very few porls in the [1S.S.1%.
capable of accommodaling ships of large
drafts. In view of the developing stages
of the Soviel Union’s internal transpor-
Lation system in relalion Lo the require-
ments ol its industrial struclure and the

needs ol its provinces, which streteh
from the Baltic Lo castern Siberia, il is
neeessary for a large parl ol the natton’s
domeslic commerce Lo move via ils
coastal walers and rivers, A considerable
number of the Soviel merchant flect is,
therelore, required for this purpose, The
elosure of the Suez Canal for the past 3
years has required even more ships Lo
serye Soviel Far Kasl provinces.

Annual deliverics ol new ships Lo its
merchanl marine from the USSR and
forcign shipyards are substantial. In this
conlexl, however, reference rarely is
made to the huge number and Lonnage
of ships delivered Lo the free world
merchant fleets with their technological
innovalions in ship design and Llypes
that make them more produclive and
compelilive on world trade roules,

In 1969 the U.S.S.R. ook delivery
ol 79 ships of all Ly pes totaling 748,000
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deadweight tons, primarily from ship-
yards in the U.S.S.R., linland, Yast
Germany, Poland, and Yugoslavia. De-
liverics to the non-Communist nations’

merchanl flects lolaled 864 ships of

28.1 million tons or 11 times the
number of ships and 38 times the
tonnage, In delivery of (reighter types
inclnding timher ships, which the
U.8.8.R. usee to compele with [rec
world shipping, the Rnssians took 47
ships tolaling 399,000 deadweight tons.
On Lhe other hand, the non-Communist
flects ook deliverics of 445 Treighter
types of 4.5 million deadweighl tong or
almost 10 times the number and more
than 11 Llimes greater than the Russians’
tonnage. Bul even these comparisons, as
oulsltanding as Lhey are, do nol presenl
a lrue picture of the disparilics, lor
included in the free world deliverics
were 158 conlainer-lype freighlers of
L8 million deadweight Lons whose com-
pelilive productivily is from 2.5 lo as
much as 5 limes greater (depending on
the size and specd of the ship) than the
ordinary freighter 1ype in the Soviel
merchanl marine,

Construction of the 1.8.5,R.’ first
conlainer ship was begun in 1970, and
plans for a modeslly large Llanker
(150,000 deadweight Lons) were com-
pleted with delivery expecled in 1973,
AL the beginning of 1970 the USSR,
had under construction and on order
208 dry cargo ships and tankers Llolaling
2.5 million deadweight lons and six
sgmall pagsenper ships cach  averaging
about 3,000 gross lous. When the 106
ships of L7 million dcadweighl Llons
being buill for seven Communist coun-
trics arc added Lo U.S.8.R. conslruction,
the Soviel bloe will have a gross tolal of
374 ships of 4.2 million Lons lor ils
fieets in the next few years.

Conlrasl thal total wilth the 1,936
ships of 94.7 million decadweight Lous
on order and under eonstruction for Lhe
non-Communist  merchant  fleets, lIn-
ciuded are 216 conlainer ships of 3.3
million dcadweight tons and the most

advanced types of dry and liquid bulk
carricrs that will reduce ballast legs of
voyages Lo a minimum,

It should he noted that the Sovicl
merchaut flect has nol kept pace with
the anticipated growlh scheduled under
the 1965 I"ive Year Plan, On the other
hand, free world shipping conlinucs Lo
expand al a much [asler rale than that
of the Soviel Union and its satellite
countrics, It may be thal since the
Arab.sracli war of 1967, Sovicl priori-
lics in the use of ils nalional budgel
bave been undergoing  changes Lhal
alfect its shipbnilding program. The
delay in holding the scheduled Commu-
nist Party Congress until 1971 may
suggest Lhal Lthe Kremlin recognizes ity
ceonomic shorleomings and is scarching
for new economic policics. 1L may also
be an indicalion of the struggle among
the various ministrics for [lavorable
shares of the nalional hudgel covering
the period 1971-1975,

Shipping Operations, Theoreli-
cally, the 13 Soviet slcamship com-
panics should oulperform steamship
lincs Lhal do nol operale in accordance
with computer planned norms. This is
not the casc, Tu lacl, the Soviel lines are
subjecl Lo the vagarics inhercul in any
governmenl  hurcaueralic control that
tends Lo slifle initiative. Guzhenko aud
Lukyanchenko have commented®?
[rom lime lo lime on some of the
merchanl  marine’s  operalional prob-
lems, viz:

® Sovicel ships are idle for Yong pe-
riods ol lime without Llaking on or
discharging cargoes. Approximately 56
pereent of the Lime dry cargo vesscls
spend in porls and 05 percent of Lhe
Llime spent by lankers does nol involve
loading operations. Morcover, aboul 20
percent of the delays affeeting ship
operaling produclivity occur after the
loading operation is completed.

® Port workers produclivily is in-
clined Lo be statie.
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® Mechanization for loading and dis-
charging cargoes is nol (ully utilized.

& Control over the preservation of
stule properly, i.c., ships, port Lacilitics,
and mechanical equipment is poor.

® Saviel planners have decreed thal
in 1970 operating usage ol dry cargo
ships will he increased Lo 330 days and
to 325 days {or oil lankers. Fyen il
these, goals are rcached, they are well
helow the usage of 350 days for Weslern
merchant ships.

Under the new relorm and cconomic
incentive plan instituted in 1968-1969,
a bhasic lask for the maritime lleel in
1970 s o introduce complete  cost
accounting in all divisions ol maritime
ransport, What is mosl interesting,
however, is thal under Lhe new syslem
the capitalist theory of profils and
cconanic incenlives to improve labor
productivily is being pul into efllect,

Soviet Ships in Internationol Sea-
going Shipping, As the world’s second
largest  cconomic  power, the Sovicl
Union  generated  only 112 million
metric lons of cargo loaded and un-
loaded in the U.S.S.R.23 Compared to
the bHailed States (454 milion tonsy,
Japan (35] million tons), the Uniled
Kingdom (219 mitlion Lons), Naly (201
million tons), the Netherlands (192 mil-
lion tong), and Y¥rance (148 million
tons), Russia’s cargoes in loreign trade
are small. Soviet loadings and unload-
ings accounted for 2.7 percent of the
world’s tolal scagoing movemenls i
1968, about cqual Lo the ralio il
reached in 1904, and less than for any
of Lhe intervening years. In 1967, the
latest date for which figures are avail-
able on a worldwide basis, the U881
loaded 45 million Lons and unloaded 10
million tons of dvy cargo, the lormer
comprised largely ol raw materials and
semiflinished produets; the laller con-
sisted primarily ol high technical prod-
ucls and foodstulfs.

Although much has heen writlen
about incursions of Russian shipping in
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the movement ol cargoes hetween third
countries, most of il is in the nature of
tramp  movements  and  the  overall
amounts are relatively small in com-
parison with the total world loadings of
dry cargoes which in 1967 amounled 1o
885 million metric lons.

As Sovict shipping moves [rom Lramp
shipping Lo scheduled or liner opera-
Lions, the major maritime nations arce
years  ahcad in operating  capability
through the use of the more elficient
and productive container ships in their
flects, Neither the Russian nor Lhe
Soviet bloe merchanl marine has this
capability, A complete reorientation of
Commuuist nations’ inlernal transporta-
tion, infrastructure will be required,
which may take years, before the
USSR and its CEMA associales can
have an eflective intermodal system thal
is essenlial for a conlainer ship opera-
Lion.

ln June 1969, {or the (irst time in
almuost 20 years, a Soviel ship entered a
U.S. porl with cargo. The Far Dasl
Steamship Company (FESCO), which
opetaled the ship has since filed tarilfs
for scheduled  operations  between
Japan, Canada, and wesl coasl United
States porls with the FPederal Maritime
Commission. They hecame effective on
23 Oetober 1978, Basically, the Larilf
rales  are estimaled o he equal to,
somewhat lower or higher, depending
on the commodity, than those of other
independent and conlerence lines. As an
independent, the Russians will be com-
peting with some 35 other independent
lines operating under Uniled  States,
Swedish, Greek, Korean, Japanese, Chi-
nese, Yugoslavian, Brilish, Panamanian,
Liberian, Canadian, and Philippine regis-
trics. Between June 1909 and Seplem-
her 1970, cight Soviel-flag ships made
13 calls on separale occasions at Sealtle,
Portland, San  Francisco, and los
Angeles-Long Beach, averaging less than
1,000 tons of cargo, primarily stecl
from Japan, will an oceasional cargo of
litanium sponge from Siberia, No ear-
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goes were laden for the outbound voy-
age. The operations of FESCO’s ships in
this trade, especially under existing
highly competitive conditions, will un-
doubtedly be closely studied by Ameri-
can shipping men.

FESCO’s trade through the years it
has been operating between Siberian,
Japanese, and west Canadian ports has
been largely onc sided and hardly profit-
able. For e¢xample, from 1965 through
1968 FESCO ships made 286 voyages to
west Canadian ports and carried a total
of 2,800 long tons of cargo inbound.
Not one ton of cargo to Canadian ports
was carried on 169 of those calis.
Apparently, the US.S.R.’s urgent need
for foodstuffs was the reason for so
many 4,500 mile ballast voyages since
the ships carried over 2 million long
tons of wheat and other products on the
homeward voyages. Of the 78 voyages
in 1969, FESCO’s ships carried 44,000
tons of cargo to Canada and took back
194,000 tons consisting principally of
wheat, forest products, and sulphur.??

Soviet efforts to operate profitably
in the Canadian Great Lakes trade ap-
parently has not come up to expec-
tations. Over the 1965-1969 period the
Russian ships made 187 calls at Ca-
nadian lake ports, averaging about 850
long tons on arrival and approximately
583 tons on departure.?® SOVINFLOT,
the organization that supervises the
Soviet shipping lines to Canada, expects
the volume of traffic carried by
U.S.S.R.-flag ships in the Canadian
Great Lakes trades to be about the same
in 1970 as it was in 1969. In that year
Soviet ships made 56 calls with 31,400
long tons of general cargo inbound and
22138 tons outbound. Of the two
Soviet lines in this trade, one serves
porls in the Mediterranean area, the
other calls at north European ports.

Factual evidence available to the
West should dispel many of the myths
regarding the capabilities and perfor-
mance of the Soviet merchant fleet.
There can be no guarantee Lhat Soviet

shipping will not attempt to intrude by
rate cutting on a given trade route or
service. Soviel shipping lines have done
this in a number of instances, the most
recent being the cut rates instituted by
the Far [ast Shipping Company
(FESCO) in opening up its service to
U.S. west coast ports, and will probably
continue to do so as economic and
political reasons dictate. On the other
hand, shipping companies of the princi-
pal maritime nations have long practiced
and are practicing rate cutting to gain
competitive advantages. There is a grow-
ing trend, however, by government
maritime agencies and national shippers
councils to prevent disruplive practices
on international sea routes. Further-
more, the great majority of the mari-
time nations of the world grant subsi-
dies*® in one form or another to their
shipping industries. They are not likely
to tolerate “rate dumping™ practices of
Communist countries on international
sea routes to the dctriment of their
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national flag lincs without some form of  foreign trade, all of its domeslic water-

government assistance. borne commeree, and serving as a naval
The realities of the Soviel merchant  auxiliary for its expanding navy and al
marine indicalc that the fleet is press the same time causing large-scale disrup-
enlly, and for the immediale future, nol  tions on world trade routes,
capable of serving the multiple pnrposes
ol carrying a major part of the nation’s ¥ % %
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The other matter of concern is the massive build-up of the
Soviet Merchant fleet. At present Russia is building ships at
about 10 times our construction rate. In a few years if they
continue as they have assured the world they will continue,
their fleet of cargo ships, bulk carriers and tankers will be far
beyond the requirements of their own economy. QObviously,
they intend to use this vast fleet as an instrument of their
national policy.

Daniel D. Strohmeier, Vice President, Bethlehem Steel Corp.
to Chamber of Commerce of Metropolitan Baltimore,
23 May 1966
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