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OBO’s or ore/bulk/oil carriers are a class of high productivity ships to be
built in the future which will permit U.S.-flag operators to compete with their
foreign counterparts. The design shown here was unveiled to the shipping
industry in May 1970 by the Maritime Administration.
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LETTER OF TRANSMITTAL

THE PRESIDENT
THE HONORABLE PRESIDENT OF THE SENATE
THE HONORABLE SPEAKER OF THE HOUSE OF REPRESENTATIVES

Sirs:

It is with great pleasure that | transmit to the Congress this report
of the Maritime Administration’s activities during Fiscal Year 1970.

With the enactment of President Nixon’s new policy for the modernization
of the American Merchant Marine, America’s maritime industries are embark-
ing on a new phase in their history. This program offers the long-term
commitment of Federal assistance necessary for our vital shipping and
shipbuilding industries to maximize their contributions to our sustained
economic growth. '

The revitalized fleet resulting from the program will insure that this
Nation's commercial and military cargoes are carried expeditiously at all times.
It will assist in improving the U.S. Balance of Payments, thus protecting our
position in the international economy. And it will furnish jobs at sea and in
supporting industries which will be open to all Americans.

The Maritime Administration’s Annual Report reflects the numerous
changes and improvements made by that agency in preparation for imple-
menting the President’s program. They provide a firm foundation on which
future progress toward the realization of a modern, competitive merchant

fleet will be based. |
D W Ao

Secretary of Commerce



INTRODUCTION
AND SUMMARY

“| am announcing today a new maritime program

for this Nation, one which will replace the drift

and neglect of recent years and restore this

country to a proud position in the shipping lanes
of the world.”

President Richard M. Nixon

—October 23, 1969

A NEW COURSE IS CHARTED

By A. E. Gibson,
Assistant Secretary of Commerce
for Maritime Affairs

1970 was a pivotal year for the American
Merchant Marine.

Almost twelve months to the day after he had
transmitted to the Congress a new maritime
program, President Nixon on October 21, 1970
signed the enabling legislation—the Merchant
Marine Act of 1970—into law. The measure was
the most significant and far reaching maritime
legislation enacted in more than three decades.
When the legislation came up for approval in
the Senate and House of Representatives, only two
dissenting votes were cast. This overwhelming
bipartisan endorsement reflected the strength of
the national commitment to reverse the maritime
decline that had been proceeding unchecked for
ten years.

At the end of World War |l this Nation had the
largest, newest and most modern fleet in the
world—totaling 4,446 ships. By June 30, 1970,
the active fleet numbered only 819 vessels, more
than two-thirds of which were 25 years old and
at the end of their economic utility.

By contrast to the mounting obsolescence and
attrition of the American commercial fleet, the
fleet of other nations such as Norway, the U.K.
and Japan became progressively larger, more

productive and consequently more competitive.
Thus in the period 1960-1969, while U.S. foreign
trade export/import tonnage increased by more
than 50 percent—ifrom 278 to 428 million tons—
the percentage carried by the American-flag fleet
fell from 11 percent toc 5 percent.

It became apparent in 1969 that by 1980,
unless corrective measures were promptly insti-
tuted, the Nation’s foreign trade fleet would be
reduced to about 200 ships capable of handling
less than 3 percent of U.S. waterborne foreign
commerce. It was also recognized that the capa-
bility of such a fleet to meet even the most
limited Department of Defense emergency sealift
requirements would be minimal. :

it was against this background that the Presi-
dent announced a reaffirmation of the national
requirement for a strong and modern merchant
marine, and for a United States maritime industry
that, with sufficient Government impetus, could
become considerably more independent during
the decade of the 1970's. He summarized the
new program in these words:

“Our program is one of challenge and oppor-

tunity. We will challenge the American ship-

building industry to show that it can rebuild

our Merchant Marine at reasonable expense.

We will challenge American ship operators

and seamen to move toward less dependence

on government subsidy. And, through a sub-

stantially revised and better administered
government program, we will create the

opportunity to meet that challenge.”

The principal aims of the new maritime pro-
grams were to:

e Restore the United States to the rank of a
first-class maritime power by providing it with
a modern, efficient merchant marine commen-



President Nixon signs into law the Merchant Marine Act of 1970, embodying
his program for the revitalization of the American Merchant Marine. Looking
on at the history-making White House ceremony are, left to right, Secretary

of Commerce Maurice H. Stans; Assistant Secretary of Commerce for Maritime
Affairs A. E. Gibson; Federal Maritime Commission Chairman Helen D. Bentley;
and, Secretary of Transportation John A. Volpe.




surate with the Nation’s leading position in world
trade and its national and collective security
commitments.

¢ Provide an environment in which the Ameri-
can shipping and shipbuilding industries could
marshall the inherent strengths of the free enter-
prise system to improve their competitive posi-
tions. The Program encouraged and rewarded
innovative management, the application of ad-
vanced technology, improved labor productivity
and aggressive marketing to reduce dependence
upon government subsidies.

e Establish a foundation for industry stability
and planned orderly growth that would avoid
future bloc obsolescence of our merchant fleet
and contribute to more cooperative labor-manage-
ment relations.

The Merchant Marine Act of 1970

A large number of highly productive merchant
ships of advanced designs will be constructed
annually with Federal assistance over a 10-year
period. The mix of ships will vary from year to
year but will include general cargo ships, such
as container and lighter/barge carrying vessels;
tankers, and combination oil/bulk/ore (OBO)
ships. The capacity to be added to the U.S. mer-
chant fleet each year will equal that of 30 highly
productive modern ships.

Because of their larger sizes, faster speeds,
and rapid cargo handling, each of the ships to be
built will be the equivalent of three to five of the
ships built during World War Il.

To the extent practicable, the ships will be of
standardized designs and will be ordered in quan-
tities that will permit series production and lower
unit costs. Their involvement in the design process
should contribute to further cost savings. Since
shipyards are in a unique position to eliminate
unnecessary features which add to construction
prices, they will be encouraged to develop and
market their designs.

Multi-Year Procurement Contracts, similar to
those employed for other government programs,
will be utilized. Under the terms of such contracts,
the government’s share of the cost of a subsidized
shipbuilding contract may be funded over the
term of construction period—rather than being
appropriated in full during a single year. This

procedure provides the ability to order ships in
large lots to facilitate series construction.

Construction-Differential Subsidy (CDS), was
previously extended only to ships built for opera-
tors receiving operating subsidy for the carriage
of general cargo in foreign trade, has been
broadened. It now will be available to ships built
for nonsubsidized foreign trade operators, inciud-
ing those to be used in the dry and liquid bulk
trades.

Applications for new construction subsidized
will be made by the shipyards, which are the
beneficiaries of the CDS, rather than by prospec-
tive shipowners. For projects involving the con-
version or reconstruction of existing ships, either
shipyards or the shipowners can apply for the
subsidy. The price of subsidized ships may
be negotiated by shipyards and the shipyard
operators.

CDS will continue to be based upon the differ-
ence between U.S. and foreign shipbuilding price
levels. However, the new program prescribes a
descending scale of CDS targets stabilizing at a
ceiling of 35% in FY 1976.

Presidential Commission. To monitor the prog-
ress of the shipyards in meeting the CDS goals,
the Merchant Marine Act establishes a seven-
member Commission on American Shipbuilding.
The Commission will assess the capabilities of the
shipbuilding industry to increase productivity and
reduce costs. If it determines that the industry
will be unable to meet the targeted CDS reduc-
tions, it must recommend alternatives to the ship-
building program then in effect. It also is required
to submit a comprehensive report of its findings
and recommendations to the President by October
1973.

Construction Reserve Funds. The new program
broadly extends the eligibility to establish fax-

deferred construction reserve funds. Previously,

this privilege was restricted to those operators
who received operating-differential subsidies.
Eligibility to establish such funds now is accorded
to operators seeking to accumulate capital to build
ships for nonsubsidized foreign trade operations,
service on the Great Lakes, the noncontiguous
domestic trades (Puerto Rico, Hawaii, Alaska),
and vessels of the fishing fleet.

Eligible operators with approved construction
plans are permitted to deposit earnings, proceeds



from the sale or loss of vessels, and depreciation
into these tax-deferred funds. The level of such
reserves must be limited to the amount necessary
for the operator to undertake his agreed upon
shipbuilding or vessel acquisition plan.

Federal Ship Mortgage Insurance (Title Xl).
The Government is empowered to guarantee com-
mercially placed ship mortgages and construction
loans aggregating $3 billion in unpaid principal.
The previous maximum amount that could be
insured was $1 billion. The increased ceiling will
assist the ship operating companies to procure
at attractive rates the private investment capital
needed to undertake the expanded shipbuilding
program.

Buy American. Materials to be used in sub-
sidized ship construction under the Merchant
Marine Act of 1970 must continue to be of U.S.
origin. However, the Secretary of Commerce is
empowered to waive this requirement for certain
items if ship deliveries would be delayed by tardy
receipt of the domestic materials and equipment
used in their construction.

Operating-Differential Subsidy (ODS). The new,
high productivity ships to be built under the
Merchant Marine Act of 1970 will reduce the
need for ODS to offset the lower operating cost
advantages of foreign-flag competitors. Several
American containership operators are already
competing effectively in the North Atlantic and
trans-pacific trades without ODS. For the near
future, however, ODS will be essential for many
American-flag operators operating in foreign trade.

The Merchant Marine Act of 1970 makes
several modifications in the ODS program. For
the first time bulk carriers engaged in foreign
trade are eligible to receive an operating subsidy.
This change reflects the fact that bulk cargoes
currently account for 90 percent of this Nation’s
international trade tonnage and all signs point to
further substantial growth through the end of
this decade.

The CDS and ODS assistance extended to bulk
carriers should eventually lead to the elimination
of premium freight rates paid for the transporta-
tion of government-sponsored cargoes.

The differential between U.S. and foreign sea-
faring wage rates will continue to be the principal
factor in determining ODS levels. In calculating
subsidy, subsidizable U.S. wage costs will be

adjusted for escalation by application of a nationai
wage index compiled by the Bureau of Labor
Statistics. This provision provides an incentive to
the industry to insure that offshore maritime labor
contracts are reasonably consistent with the
general trend of labor contracts throughout the
economy and the transportation section in par-
ticular. The wage index provision also eliminates
the retrospective review of wage costs and their
after-the-fact disallowance for subsidy is not being
“fair and reasonable”.

Elimination of Recapture. A provision in the
Merchant Marine Act of 1936 enabled the Govern-
ment to recapture one half of all profits of
subsidized operators which were in excess of 10
percent of the capital they employed. This is
repealed in the 1970 Act. Such a provision is no
longer necessary since present corporate taxes
largely achieve the same result.

Research and Development. The R&D activities
of the Maritime Administration will be enlarged
and redirected. Priorities have been redirected to
place emphasis on near-term projects to improve
the competitiveness of the shipping and ship-
building industries. This is in accord with the
President’s desire to generate practical benefits
from R&D activities, and apply them to the design,
construction and operation of ships built pursuant
to the Merchant Marine Act of 1970. The number
of cooperative government/industry research
programs has also been substantially increased.

Seaports. The Secretaries of Commerce and
Transportation in conjunction with related indus-
tries and local governments will coordinate the
development of ports to accommodate the ad-
vanced ships and systems contemplated by the
Merchant Marine Act of 1970.

Equal Employment Opportunities. The Secre-
taries of Commerce and Labor will work with
industry and labor organizations to ensure that
employment opportunities within the maritime
industry are equally available to all.

The Maritime Administration. While program
and legislative development was proceeding, com-
plimentary activity was undertaken to streamline
the operations of the Maritime Administration.

The headquarters staff was restructured to
provide more effective direction and coordination
of the Agency’s missions. Four new Assistant
Administrator positions were established:



Assistant Administrator for Operations, respon-
sible for technical programs, including ship
construction, ship operations, and ports and
intermodal systems.

Assistant Administrator for Maritime Aids,
responsible for administering shipbuilding and
ship operating subsidies, mortgage insurance,
manpower and market development programs.

Assistant Administrator for Research and
Development, responsible for all R&D activities,
including advanced ship development and opera-
tions and maritime technology.

Assistant Administrator for Finance, responsible
for the Agency’s financial management, and data
systems activities.

The post of Assistant Administrator for Admin-
istration was retained. This office overseas admin-
istrative services, management and organization,
and personnel.

The Office of Policy and Plans was reorganized
and strengthened to provide additional capabilities
in the areas of economic and operational analyses,
encompassing such areas as collective bargaining,
balance of payments, military use of merchant
ships, and general development of marine re-
sources. This office also assumed the responsi-
bility for the Agency’s budget.

In addition, three new offices were established:

The Office of Civil Rights, which is responsible
for seeing that maritime contractors do not engage
in discriminatory practices in the hiring or
advancement of employees.

The Office of Market Development, which is
engaged in a program of assisting American-flag
lines to achieve a larger share of the carriage of
the Nation's foreign trade cargoes.

The Office of Ports and Intermodal Systems,
the objective of which is to promote modernized
port and terminal facilities needed to accommo-
date high technology ships and to remove the
constraints impeding intermodal transportation
systems.

The Agency’s field organization, which formerly
was oriented towards seacoasts, was reorganized
into three regional areas encompassing all 50
states. This change extends the Agency’s opera-
tions to the inland areas which figure importantly

in the market development and intermodal sys-
tems programs now underway.

Cost Reductions. Substantial savings accrued
to the Government from the elimination or phasing
out of unnecessary activities, paperwork and in-
dustry surveilance. Actions initiated by the indus-
try also conserved government expenditures.

Following are some of the highlights of these
activities:

By encouraging operators to build ships similar
to those previously constructed, the construction-
differential subsidy rate approved during FY 1970
averaged 45.8 percent, as compared to a 53.4
percent average in FY 1969. This reduction trans-
lated into a savings of approximately $10.5 million
to the Government.

Two long-established subsidized operators
relinquished subsidy during the year. United
States Lines’ fleet of 16 containerships operating
in U.S. North Atlantic and U.S.-Far East trades
are competing without subsidy. In addition, Ameri-
can Export Isbrandtsen Lines took three container-
ships operating in the U.S. North Atlantic trade
off subsidy. The annual savings to the Government
that results from the non-subsidized operations
of these 19 ships amounts to $19,214,000.

A reduction of excessive Federal surveillance
of ship maintenance and repair activities of sub-
sidized operators was initiated. By reducing costly
inspections and surveys and substituting com-
puterized checks of invoices, coupled with random
spot checking of the vessels and invoices, some
$200,000 in annual savings will be realized by
the Government. Similar streamlining of the
methods of administering subsidized shipbuilding
and conversion contracts is producing savings in
personnel costs amounting to $115,000 annually.
Overall, the Agency’s manpower reductions dur-
ing the year represented savings of approximately
$2 million, some of which is permanent and some
of which will be applied to support new program
initiatives.

By taking actions which will reduce the six
National Defense Reserve Fleet anchorages to
four, additional annual savings of $870,000
annually will be realized. A total of 137 obsolete
ships from the reserve fleet were sold for scrap
during the fiscal year. The collective sales
amounted to almost $10 million, of which $5.3
million came from sales to foreign scrap firms.



During FY 1970, the Agency’s warehouse stock
inventory of ship parts was reduced from $13
million to $8.5 millidn. The reduction of surplus
inventory will ultimately permit the closing of
one of three warehouses and produce savings of
$50,000 annually.

Other Achievements

In advance of the enactment of the program,
the Agency commissioned two teams of con-
tractors, each of which was headed by a major
shipyard, to develop a family of preliminary
designs of standardized ships to be available to
ship operators for construction under the new
maritime program.

LI

Five additional designs were developed “in-
house” by the Maritime Administration’s Office
of Ship Construction. The designs, which encom-
passed containerships, a lighter-aboard-ship
(LASH) vessel, tankers, dry-bulk carriers, com-
bination oil/bulk/ore carriers (OBO), “neo-buik”
vessels and multi-purpose ships were presented
to the shipping industry in May 1970.

From the design preferences expressed by the
shipping community, it was readily apparent that
0OBO’s, LASH, containerships, and tankers will
figure prominently in the early portion of the
shipbuilding program.

As a consequent of the decreased cargo require-
ments to supply operations in Southeast Asia, by
the end of the fiscal year the Agency had with-
drawn from service all but two of the ships
reactivated from the reserve fleet to provide sea-
lift to Vietnam.

As the Federal Agency responsible for eliminat-
ing discriminatory employment practices in the
shipyard industry, the Maritime Administration
succeeded in instituting precedent-setting affirma-
tive action plans in two of the Nation's largest
shipyards. These plans require the yards to com-
pensate for the present effects of past discrimina-
tion against minority employees.

The Agency successfully interceded with
British marine underwriting organizations on be-
half of U.S.-flag liner operators who had been
confronted with a substantial surcharge on cargo
insurance rates for ships 25 or more years of
age. The surcharge, if implemented, would have
driven into retirement more than 250 of the 650
American-flag ships engaged in foreign trade.

A high-priority program to increase American-
flag carriage of U.S. foreign trade was initiated
by the creation of the Office of Market Develop-
ment. Using analytical and promotional tools and
a seasoned staff of traffic and marketing experts
making direct contacts with leading importers and
exporters, this office is providing valuable assist-
ance to the ship operating industry to increase
shipper patronage of its services.

During the year the quality and magnitude of
communications between the Agency and the
military services was improved. As a consequence,
the Navy and Maritime Administration agreed
jointly to sponsor a broad study of the military
uses of merchant ships.

Significant progress was made in strengthening
and redirecting the maritime planning functions
required for long-range development of the mari-
time industry. Plans also were initiated to develop
analytical, data-processing and other computer
services to be used in a totally integrated informa-
tion system.

in a series of Maritime Sudsidy Board rulings
substantial reductions were prescribed for the
subsidizable crew complements of conventional
and automated ships. Most of these reductions
and the attendant savings to the Government will
become effective June 16, 1972 when present
collective bargaining agreements terminate.
Manning scales on the initial group of 11 LASH
ships contracted by Prudential-Grace Lines and
Pacific Far East Line were set at 38. Subsequent
vessels of this class will receive subsidy for
crews of 32.

The Maritime Subsidy Board will establish
subsidizable manning scales for ships to be buiit
prior to the award of the construction contracts.
This policy should substantially reduce the
amount of litigation which has, in the past, pro-
ceeded from such determinations when they were
made after the construction has begun.

During the year substantial progress was made
in reducing the backlog of unpaid operating sub-
sidy owed to ship operators. In FY 1970, payments
of approximately $10.1 million were made in
settlement of outstanding balances.

Further details of the Maritime Administration
and activities during FY 1970 are provided in the
succeeding sections of this report.



OPERATIONS

SHIP CONSTRUCTION

Ships under Construction

On June 30, 1970, contracts for the construc-
tion or conversion of 74 large merchant ships
were in force in private U.S. shipyards. These
covered 53 new ships under construction or on
order and 21 existing ships undergoing or await-
ing conversion. The corresponding totals a year
earlier were 54 new ships and 25 conversions
(Table 1).

TABLE 1—Ships Under Construction/Conversion

Number of Ships

Total New Conver-
sion
Under Contract July 1, 1969 79 54 25
Contracts Awarded During FY 1970 28 16 12
Subtotal 107 70 37
Completed During FY 1970 33 17 16
Under Contract June 30, 1970 74 53 21

The 74 ships under contract at year’s end had
a contract value of $1,271.6 million. Of these,
26 ships, with a contract value of approximately

$606 miilion, were being built under the sub-
sidized operators’ replacement program (See
Appendix V). The other 27 new ships under con-
struction or on order included 20 tankers, one
containership, two Great Lakes ore carriers, three
bulk chemical carriers and one roll on/roll off
ship.

Subsidized ships under conversion inciuded
eight full containerships and nine partial con-
tainerships. Under conversion without subsidy was
one private C4 troop ship to a containership and
three private tankers being jumboized.

Contract Awards

In addition to contracts for five ships to be
built with construction-differential subsidy (See
Table 2), orders were placed for 11 nonsubsidized
ships, including five tankers at Bethlehem Steel
Corporation’s Sparrows Point, Md., Yard, two
225,000-ton deadweight tankers at the new Sea-
train Shipyard in Brooklyn, N.Y., three tankers
and one roll on/roll off ship at Sun Shipbuilding
and Dry Dock Company in Chester, Pa. Contracts
for nine subsidized conversions (see Table 2)
and three nonsubsidized conversions aiso were
awarded.

TABLE 2—CDS Contracts Awarded in Fiscal Year 1970

No. Total Estimated
Type of of Estimated Estimated Cost
Shipping Line Shipyard Ship Ships Cost! CDS Cost of NDF
United States Lines, Inc. Sun SB&DD Co,, C7-S-68e 2 $35,176,000 $15,776,000 .
Chester, Pa.
The Oceanic Steamship  Bethlehem Steel Corp., C7-S-88a 2 $50,565,000 $23,521,000 $50,000
Co. Sparrows Point, Md. '
American President Litton Systems, Inc. C6-S-85b 1 $23,229,700 $10,450,000 $10,858
Lines, Ltd. Pascagoula, Miss.
Lykes Bros. Steamship Todd Shipyards Corp.  C5-S-37e 9% $30,640,122 $13,927,122 —
Co., Inc. Galveston, Texas
$139,610,822  $63,674,122 $60,858

1 Total Contract Cost including CDS and National Defense Features, but excluding engineering and change orders.

* Reconstruction

7



This view of a section of the Avondale Shipyards, New Orleans, La.,
illustrates the new techniques U .S. yards are employing to modernize their
production facilities. The use of the modularization technique to achieve
“assembly line” production flow, as well as the use of rotating jigs to
allow “downhand” welding of hulls, represent improvements which
shipyards can develop to achieve economies leading to reduced U.S.

shipbuilding costs.




TABLE 3—Ship Deliveries

Owner Bullider Design Delivered
Moore-McCormack Lines ingalls Shipbuilding Division C5-8-78a* 3
American Mail Line Newport News Shipbuilding & Drydock  C5-S-75a** 2

Co.
States Steamship Co. Avondale Shipyards C4-S-69b** 2
Non-Subsidized 7
Eagle Terminal Tanker Bethiehem, Sparrows Point Yard Tanker 1
Keystone Shipping " " 1
Penn Tanker ' " 1
Matson Navigation Co. " Containership 1
Sun Oil Company Sun Shipbuilding & Dry Dock Co. Tanker 1
Mathiesen's Tanker ” " 1
Humble Oil Avondale Shipyards ” 3
Coast & Geodetic Survey American Ship Building -S2-MT-MA74a 1
10
TOTAL 17

* Roll on/Roll off
** partial Containership

Deliveries

Of the 54 ships being constructed in U.S.
shipyards on July 1, 1969, 17 were delivered
during the fiscal year. These comprised seven
subsidized ships, one ocean survey ship for the
U.S. Coast and Geodetic Survey, one container-
- ship and eight tankers for nonsubsidized owners
(See Table 3).

~ Small Vessels

The Maritime Administration administers the
technical aspects of design and oversees con-
struction of fishing vessels built under the United
States Fishing Fleet Improvement Act, which
authorizes the Secretary of the Interior to pay up
to 50 percent of the construction cost. Nine ves-
sels were delivered during the year under this pro-
gram, six being tuna vessels for the West Coast.
Only one subsidized fishing vessel was under
construction as of June 30, 1970.

During the year, three construction subsidy
applications were withdrawn after receipt of bids.
However, bids were being invited at the year’s
end for two vessels. The United States Fishing
Fleet Improvement Act of 1964 was extended
until June 30, 1972, by the enactment of H.R.
4813, but appropriations for FY 1971 were not
requested.

At the close of the fiscal year, the oceano-
graphic surveying ship RESEARCHER was de-
livered to the Maritime Administration by the
American Ship Building Company and, sub-
sequently, was redelivered to the ESSA, Coast and
Geodetic Survey. This vessel contains the latest
in equipment for navigation, communications,
ship handling, and surveying.

Trial and Guarantee Surveys

Sea trials and acceptance surveys were con-
ducted on five subsidized ships and one Coast
and Geodetic oceanographic survey ship. In addi-
tion, sea trials were observed by the Trial &
Guarantee Survey Board on five ships insured
under the Title XI Mortgage Insurance program.
Final guarantee surveys were conducted on 16
subsidized ships and six Title X| ships.

Design and Development

During the year, a major in-house effort was
undertaken to complete five preliminary designs
to provide benchmarks for evaluation of con-
tractors’ designs and to serve as possible standard
ships for the Maritime Administration’s new mer-
chant marine program, “Merchant Ships for the
Seventies.” These designs consisted of a 60,000-
ton deadweight ore/bulk/oil carrier, 15,000-ton



deadweight general-purpose cargo ship, a 24-knot,
single-screw containership, a 26-knot, twin-screw
containership, and a 23-knot barge carrier. In
conjunction with these designs, a condensed
version of the Maritime Administration’s Standard
Specification for Cargo Ship Construction was
developed to supplement the outline specifications
written for the five designs. The revision will form
the basis for quality control of ship construction
under the new standard ship program.

The Agency continued to promote shipboard
mechanization and automation by the completing
of a design for a standardized engine-room control
console. The completed project was published
in a report entitled “Maritime Administration
Guide for a Standardized Engine Room Propulision
Control Console.”

A project study begun in FY 1969 was con-
tinued during the year to develop a standard
bridge controi console and arrangement so that
future ship designs can take advantage of the
benefits of such standardization. In a similar area
of mechanization, preliminary design require-
ments were deveioped for an unattended engine
room steam propulsion plant.

A project was initiated to design a shipboard
system to monitor and evaluate equipment per-
formance. Utilizing a general-purpose computer,
the system will monitor operating parameters,
compare them to acceptable norms, and advise
operating personnel on developing problems or
performance degradation. It will provide an ex-
perience base from which a wide variety of future
shipboard computer applications can be drawn.

Supplementing the initial development of a
shipboard information system, the Maritime
Administration, with the cooperation of a ship-
owner, will place this data collecting system into
prototype operation. It is expected to provide
management with the information to determine
proper work schedules for effecting efficient
maintenance and repair.

A project covering the effect of steam condi-
tions and cycle arrangements on performance of
high powered propulsion plants as determined
by computer was completed during this fiscal
year. The resuits of the computer calculations
derived specific fuel consumption rates for a
horsepower range up to 45,000 HP for three
steam cycles. The information obtained will be
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useful in updating current computer programs
for future marine power plants.

A research program into propeller vibration
and stress was initiated jointly with two ship
operators and the American Bureau of Shipping.

A propeller of a C4-S-69a ciass freighter, SS
MICHIGAN, was instrumented and hull vibrations
and propeller blade stresses were recorded. It is
anticipated that test results will help to determine
factors which cause propeller blade failures.

To further dampen propeller induced ship
vibrations, the Maritime Administration joined
with a ship operator in conducting a full-scale
test of a skewed propeller. The propeller will be
installed on a ship in an effort to verify model
test research data on this type of propelier.

A study into the use of contra-rotating propellers
was initiated in connection with the proposed
instailation on a large twin-screw containership.
A new stern was designed and model tests per-
formed on twin-screw, contra-rotating, single-
screw and overlapping propeller versions for the
same hull. Machinery and economic studies were
conducted which demonstrated the feasibility of
contra-rotating propellers for this design.

A gas-turbine power plant design was com-
pleted for a low-cost commercially acceptable
cargo ship. This design supplemented, a com-
pleted steam turbine and two diesel engine de-
signs of the same ship. The gas-turbine design
is to be readily adaptable for construction under
emergency conditions and for meeting National
Defense Reserve Fleet requirements. To further
encourage the development of improved marine
propulsion plants, the Agency plans to undertake
a comprehensive research and development
project to adapt the industrial gas turbine to
shipboard applications.

During FY 1971, contributions were made to
the development of technical publications, such
as the revision of the Society of Naval Architects
and Marine Engineers’ authoritative text books
on “Ship Design and Construction” and “Marine
Engineering.” Thsee new editions will be basic
educational tools for training naval architects and
marine engineers.

The Maritime Administration’s on-going pro-
gram of conducting performance evaluation trips
on foreign and domestic ships of unusual design



and application contributed to the dissemination
of information vital for furthering of advanced
marine ‘technology applicable to the Agency’s
new construction program. The program also
provided insight into operational methods em-
ployed by foreign ship operators.

During the year, additional data was collected
to verify a new method of calibrating shaft horse-
power meters using ultrasonics. Three additional
tests during fiscal 1971 should help decide
whether to abandon the conventional and much
more expensive system of forcibly twisting the
propeller shaft itself.

New electronic systems, including the first
marine automatic direction finder to be manu-
factured in the United States, have been provided
for special purpose cargo ships (LASH and Sea-
bee) now under construction. The Agency has
authorized the shipboard installation of single
sideband radio-telephone transmitters and re-
ceivers to extend the range of high seas voice
communications. Work involving improvements
to marine radar equipment including development
of the first (10 c.m.) transistorized main radar
for merchant ships built in the United States was
initiated during fiscal year 1970. Radar reliability
testing to the highest performance requirements
in the world have been successfully completed
on five shipboard systems.

Pollution Abatement

The Office of Ship Construction represented the
Department of Commerce in a series of inter-
agency task group meetings under the direction
of the White House Executive Office, which devel-
oped a national oil spill prevention action plan.
These meetings led to the decisions embodied
in the President’s Message to the Congress of
May 20, 1970, assigning to the Secretary of
Commerce two important tasks in the action plan
for the prevention of oil spills from ships. The
President directed the Secretary to: (1) develop
specific technical standards which could form
the basis of muitilateral action by the Department
of State to negotiate international standards for
the construction and operation of tankers, and
(2) to coordinate a joint effort with private indus-
try and port authorities to develop additional
shoreside facilities for the reception and treat-
ment of oily wastes. In turn, the Maritime Adminis-
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tration has assumed departmental responsibilities
for the tasks.

The Office of Ship Construction has developed
action plans responsive to the President’'s Mes-
sage. Recognizing the indispensable contribution
which U.S. industry must make in collaboration
with the Government, the President established
by executive order the National Industrial Pollu-
tion Control Council, (NIPCC) composed of chief
executive officers drawn from all parts of industry.
The Council reports through the Secretary of Com-
merce to the President and the Council on Envi-
ronmental Quality. The Agency has met with and
sought the advice and assistance of the NIPPC
Shipping Sub-Council, with particular emphasis on
the industry’s cooperation in implementing the
specific measures developed in the Agency’s pol-
lution abatement action plan.

With regard to the development of international
standards for the construction and operation of
tankers to achieve maximum abatement and pre-
vention of oil poliution emanating from tanker
operation, the Maritime Administration is par-
ticipating as active members of State Department
delegations to several international conferences.
The Agency is accredited as a member of the
U.S. SOLAS (Safety of Life at Sea) Working Groups
preparing for three IMCO (Intergovernmental-
Maritime Consultative Organization) Technical
Sub-committee meetings in London seeking inter-
national agreements on pollution abatement
through improved ship construction and operating
standards. Technical studies by the Maritime
Administration in support of U.S. Delegation posi-
tions were prepared. The Agency was accredited
as a member of the U.S. delegation to NATO's
Committee on Challenges of Modern Society Ocean
Oil Spills Conference to be held in Brussels,
November 2-6, 1970, and presented a paper on
“Ship Construction and Operation Standards for
Oil Pollution Abatement.”

SHIP OPERATIONS

General Agency

Beginning in July 1965, the Maritime Adminis-
tration provided ships from the National Defense
Reserve Fleet (NDRF) for the Vietnam sealift at
the request of the Department of Navy. At the
height of the operation, 161 Reserve Fleet and
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11 operating ships assigned to General Agency
Agreement (GAA} service for operation under the
direction of the Military Sea Transportation Serv-
ice (MSTS), now the Military Sealift Command
(MSC), accounted for 34 percent of the military
shipments to Southeast Asia. (See Chart 1)

As mentioned earlier, by July 1, 1870, only two
refrigerator ships, the CONTEST and FLYING
DRAGON, remained active, thus virtually eliminat-
ing Maritime Administration-owned’ ships from
competing with the private sector of the American
Merchant Marine.

A number of actions were taken to keep the
lay-up expense for the returning vessels at a
minimum. These included holding the ships in
the reserve fleet, instead of at commercial piers
while awaiting deactivation, and selective schedul-
ing and group contracting for “moth-balling.”

Charters

Five Government-owned ships were under bare-
boat charter at year end, a decrease of one from
FY 1969. One was the NS SAVANNAH, chartered
to First Atomic Ship Transport, Inc. The other
four were traded in to the Government for credit
toward construction of new ships and operated
under charter by the former owners to maintain
their services until the new ones are delivered.

Repair and Maintenance

A procedure was initiated whereby invoices
for maintenance and repair work sent in by the
subsidized operators are cocded and fed into a
computer. Comparison of costs among different
ships and lines by frequent computer print-outs
are used to assure that costs are fair and reason-
able. Random spot checking of invoices and a
detailed survey by the Agency in conjunction with
the quadrennial American Bureau of Shipping
Special Inspection are used to verify computer
findings. Annual savings resulting from utilization
of these streamlined procedures will reach
$200,000 per year.

During the fiscal period, a total of 411 Job or
Work Orders were awarded in the United States
for repairs and permanent lay-up of GAA ships.
These awards, totaling $8,259,619, and repre-
senting approximately 125,000 man-days of work
throughout the marine industry and its supporting
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services, were distributed between the three Coast
Regions as follows:

Eastern Region $2,513,381
Central Region 1,834,916
Western Region 3,511,322

Estimated cost of foreign repairs to GAA ships
for the same period was $269,838.

In connection with the Exchange Program, the
Agency reviewed invoices and supporting docu-
ments covering underwater class repairs per-
formed on 12 transfer ships. These repairs
amounted to $1,212,796, of which $413,990
was disallowed as being for the owners’ account.

Fifty-two surveys were made to establish
defects and deficiencies on ships in subsidized
service and to establish eligibility of costs for
operating-differential subsidy.

There were 855 repair inspections, including
drydocking and underwater work, to verify the
need for repairs and their satisfactory completion
on subsidized ships. Repair costs, totaling $41
million, were reviewed to determine eligibility
for subsidy and the fair and reasonable cost for
repairs. Some $3.1 million was found ineligible
for subsidy.

Approximately 1,425 other surveys, inspections
and repair cost estimates were made to assure
compliance with various contractual requirements.

Vessel Exchanges

Thirteen applications were filed during the year
for the exchange of ships under the Ship Exchange
Act of 1960, as amended, (Public Laws 86-575
and 89-254). Maritime exchanged one ship, the
USNS MERCURY, a converted missile-tracking
ship released from service by the MSTS during
the fali of 1969. The MERCURY was allocated to
Matson Navigation Company in exchange for the
HAWAIIAN BUILDER. The shipowner proposed to
convert the vessel to carry bulk sugar and, at its
election, to convert the ship to carry containers
and molasses as well.

Since the inception of the Ship Exchange Pro-
gram in 1960, some 427 applications have been
filed for exchanges. During this 1C-year period,
the Maritime Administration exchanged 121
government-owned for 125 privately owned ships.
It received $24,421,231 in excess value of the
ships going to operators over those traded-in,
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mostly troopships made avaiiabie for the exchange program
with the concurrence of the Department of Defense on the
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subsidized ship operator recipients to conventional carge
ships, containerships, roll-on/roli-off, or heavy-lift cargo
ships, and that, further, the ships would be made available
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were cffered for exchange. Conversions propesed and in
process include 18 breakbulk cargo vessels, 26 container-
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owned by the United States. Public Law 89254,
enacted Oct. 10, 1965, amended P.L. 86-575. Among
its provisions: extension of time period for exchange
program to 1970, further defining U.S. citizen own-
ership requirements, and cerfain requirements for
operation of traded-cut tanker vessels.



subject to adjustment when contract work on
certain of the ships is completed. (See Chart Ii)

Ship Sales

In view of rising cosits for retaining ships
slated for scrapping, steps were taken to sell
some scrap candidates in the East Coast NDRF
abroad.

During fiscal 1970, a total of 137 ships were
scrapped, of which 38 were sold abroad for $5.3
million and 99 to domestic scrappers for $4.7
million. Thus, the collective sales amounted to
$10 million instead of the approximately $6.5
million they would have brought if all were dis-
posed of on the domestic market. As a resuit
$3.5 million additional revenue was realized from
these transactions.

A detailed breakout shows 100 Liberties and
17 non-Liberties from NDRF anchorages were
sold for scrap during the year for $6,707,278.
Additionally, two Liberties and 18 non-Liberties
from other locations brought $3,282,286.

During the 1958-70 period, 1,126 Liberties
and 171 non-Liberties from NDRF anchorages
were sold for $76,315,600. Another $9,970,197
was realized from the sale of 20 Liberties and
106 non-Liberties from other locations. In sum-
mary, the 1,423 ships sold between 1958 and
1970 brought in revenues totaling $86,285,793.

There are no outstanding principal balances
due on mortgages on ships sold to U.S. citizens
and foreign nationals under the 1946 Act.

During the fiscal year, $75,853 in principal
and $6,310 in interest were collected from Banco
do Brazil under its agreement with the Maritime
Administration dated June 1, 1965, whereby
Banco assumed the payment of 11 outstanding
Brazilian mortgages with total balances of
$379,270. On June 30, 1970 the principal balance
outstanding under this agreement was $132,743.

A total of $115,418,920 in interest had been
collected from U.S. and foreign ship sales under
the 1956 Act.

Foreign Transfers

A total of 167 ships of 1,000 gross tons and
over, 72 more than in fiscal 1969, were trans-
ferred foreign with the Maritime Administration’s
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approval. Over 60 percent were sold for scrapping
abroad. Twenty-seven of the 167 ships were
undocumented or registered under foreign flag
though owned by U.S. citizens (See Appendix V).

Charters of U.S.-owned ships to aliens were
approved on 28 ships of 1,000 gross tons and
over.

Applications for transfer foreign of 473 ships
of less than 1,000 gross tons, 295 commercial
and 178 pleasure craft, were approved, along
with charters of 42 ships to aliens.

Of 18 violations involving the sale of privately-
owned ships without Maritime Administration’s
prior approval, 16 were mitigated or settled.

National Defense Reserve Fleet

- At the end of FY 1970, the Agency maintained
six National Defense Reserve Fleet (NDRF)
anchorages containing 1,027 merchant ships,
virtually all of which were in the 25-year-age
bracket. Because of advanced obsolescence,
inferior operating. characteristics, and excessive
reactivation costs, only about 350 of these are
considered suitable for reactivation 1o meet
national shipping emergencies. Accordingly, plans
were initiated to close the Hudson River, N.Y. and
Mobile, Ala., anchorages.

During the year, 204 ships were placed in the
fleet and 190 withdrawn, of which 101 were
affected by the Southeast Asia sealift. See Table
4 for arrivals and withdrawals tabulations and
Table 5 for ships in NDRF anchorages. Number of
ships in the Reserve Fleet at each year end since
1945 is shown in Appendix VIi.

TABLE 4—Reserve Fleet Arrivals and Withdrawals

Reasons or Sources Arrivals Withdrawals

Sold Scrap o] 120
Navy 23 8
Deactivation /Drydocking 52 55
Military Sea Transport Service 21 0
ROS/RS Ships* 101 1
Exchange Program 0 1
Equipment Removal 1 1
Inter-Fleet Transfers/Retention
Ships 4 4
Use Agreement 2 0
TOTAL 204 190

¢ Reduced operational status/Reduced status.



To implement its market development effort, the agency created an
Office of Ports and Intermodal Systems to assist with development and
expansion of new transport systems and to promote containerization
and the modernization of U.S. port facilities.



TABLE 5—Ships in Reserve Fleets, June 30, 1970

Special
Retention Scrap Program Total

Fleets

Hudson River, N.Y. 0 77 1 78
James River, Va. 130 169 27 326
Mobile, Ala. 21 100 0 121
Beaumont, Tex. 107 12 17 136
Suisun Bay, Calif. 145 92 29 266
Olympia, Wash. 79 15 6 100

TOTALS 482 465 80 1,0%7*

* Excludes 14 ships sold for scrap but not delivered. Represents
a decrease of 973 ships in the past 10 years.

The recurring preservation program for the
the necessity to adjust the fiscal plan to contract
remaining retention ships moved ahead despite
45,226 man-days of work downward to 34,719.

PORTS AND INTERMODAL SYSTEMS

New Organization

The revitalization of the U.S. merchant marine
depends heavily upon the use of advanced cargo
handling systems on vessels and in ports. These
systems will be successful only when integrated
fully with highway and rail transport at home and
abroad. To complement the market development
aspect, the Office of Ports and Intermodal Systems
was established during fiscal 1970. It was staffed
with both marine and inland transportation ex-
perts having the knowledge and initiative needed
to assist in the development and expansion of
new transport systems. The staff will play a key
role in promoting containerization and the
modernization of U.S. port facilities.

Intermodal Transport

To encourage the adoption of technological
innovation by the U.S. merchant marine, the
Maritime Administration sponsored the Automatic
Container ldentification Conference on January
20, 1970. The Conference acquainted the mari-
time industry with an electronics and computer
aided approach to transport equipment identifica-
tion and control. A key result has been stimulated
interest in the utilization of optical scanning
devices for the processing of container-control
information.
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intermodal Coordination

During the year, the Maritime Administration
promoted the wide-spread use of cargo containers
which can readily be moved from ship to flat-bed
truck or rail car with minimum handling, by
encouraging highway, rail, and water transport
industries to negotiate agreements for standard-
ized container-handling equipment.

Joint efforts with industry and other govern-
ment agencies resulted in the redrafting of new
standards for intermodal containers. These will
provide the U.S. maritime industry with structural
testing and establish criteria for intermodal con-
tainers of various sizes.

Because of the impact of international controls
on container movement, continued efforts were
made to insure active U.S. participation at all
international conferences and meetings regarding
intermodal transport. U.S. positions on container
handling were developed for numerous sessions
entailing inland transport activities of the United
Nations’ Economic Commission for Europe and
the work of the Inter-governmental Maritime Con-
sultative Organization.

Containerization of Commodities

The “Experimental Export Shipment of U.S.
Cotton in Containers” was launched to demon-
strate the practicality of a more economic and
efficient alternative to the traditional “breakbulk”
handling methods for the movement of domestic
cotton to foreign markets. The ¢otton loaded into
intermodal containers at Lubbock, Tex., arrived
in good condition at Kobe, Japan, with a sub-
stantial savings in transit time realized. Similar
“trial shipments” for other commodities are en-
visioned for fiscal 1971.

Federal Consultants in Port Development

The Maritime Administration continued to
serve as port consultants to the Economic Devel-
opment Administration in determining the tech-
nical and economic feasibility of proposed projects
submitted by economically distressed communi-
ties for financial assistance in the construction of
commercial marine terminal facilities. Economic
evaluations of port and waterway projects in
Alaska, California, Texas, Mississippi, South Caro-
lina, Puerto Rico, and the Virgin Islands were
provided during FY 1970.



Water Resources

As a lead member of the Department of Com-
merce Water Resources Coordinating Committee,
the Maritime Administration continued to con-
solidate views of other Commerce agencies and
provide technical input to the U.S. Army Corps
of Engineers for use in their evaluation of pro-
posed ocean and inland channel improvement
projects. A comprehensive evaluation was pre-
pared relative to certain proposed navigational
improvements at Tampa, Fla., and Baltimore, Md.

Future Port and Terminal Requirements

Recognizing the major problem posed by the
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rapid growth in size of tankers and dry-bulk
carriers, the Maritime Administration initiated
preparation of a major study entitled “Evaluation
of Offshore Terminal Systems Concepts.” The
objective will be to develop more effective and
economical ways to enable U.S. ports and ship
operators to overcome, with a minimization of
poliution hazards, the present vessel size con-
straints imposed by channel depth limitations.
Completion of this study is foreseen in FY 1972.

This office prepared plans to encourage and
coordinate the development of adequate facilities,
stationary and mobile, within port areas to re-
ceive and dispose of oil discharges from vessels
and oil recovered from spills at sea.



MARITIME AIDS

SUBSIDY ADMINISTRATION

Operating-Differential Subsidy

Thirteen operators participated in the operating-
differential subsidy program, with a total of 247
ships under contract at the end of the fiscal year.
Payments during the year on operating subsidy
due for 1970 and for prior years totaled
$205,731,711. (See Chart II)

Operating-differential subsidy, accrued from
January 1, 1937 to June 30, 1970 totaled $3,302
million; recapture amounted to $245 million; net
payable as of June 30, 1970 was $3,057 million,
of which $2,917 million had been paid out, leaving
an estimated unpaid balance of $140 million at
the end of fiscal 1970.

Passenger services continued to decline, with
the SS ARGENTINA and SS BRAZIL of Moore-
McCormack Lines and the SS UNITED STATES
of United States Lines being withdrawn from
service. As a result, there were six passenger ships
in lay-up at the end of the year since American
Export Isbrandtsen Lines, Inc., had previously
withdrawn three ships from subsidized service.

Three applications for operating-differential
subsidy were pending at the end of the year.
Waterman Steamship Corporation’s subsidy re-
quests involve Trade Route No. 21 (U.S. Gulf/
U.K. and Continent), and on Trade Routes Nos.
12 and 22 (U.S. Atlantic and Gulif/Far East).
Isthmian Lines, Inc. applications cover two serv-
ices (U.S. Atlantic and Gulf/India—Pakistan—
Ceylon, and U.S. Atlantic and Guif/Persian Gulf),
primarily on Trade Route No. 18 (U.S. Atlantic
and Gulf/India, Persian Gulf and Red Sea).
Central Gulf Steamship Corp. has requested sub-
sidy for services primarily on Trade Route No. 18.

Oceanic Steamship Company applied for a new
operating-differential subsidy contract to com-
mence December 17, 1972, when its present
contract terminates.
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Grace Line Inc., and Prudential Lines, Inc.,
during the year merged to form Prudential-
Grace Lines, Inc. Under this merger the operating-
differential subsidy contract of Prudential Lines
was terminated and all assets, liabilities, contract
provisions, etc. of the terminated contract were
combined into the remaining operating-differen-
tial subsidy contract of Grace Line.

Appeals were entered with Department of Com-
merce against a number of decisions involving
subsidy disallowances where operators and the
unions had previously agreed that operators
would make certain benefit contributions for
specified categories of seamen, which the Mari-
time Subsidy Board later found ineligible for sub-
sidy payment. During the year, three separate
suits brought in U.S. courts by operators seeking
reversal of the Secretary of Commerce’s decisions
on certain disallowances were either withdrawn
with prejudice or motions to this effect had been
filed by the operators involved.

In an effort to overcome the large backlog of
operating-differential subsidy rates pending at
the start of fiscal 1970, the Board and the sub-
sidized operators agreed in practically all cases
to extend the 1965 subsidy rates (or an earlier
year for certain passenger or combination ships)
through December 31, 1968. This will allow
concentration on new rates applicable to calendar
1969 and subsequent years.

Trade Routes

A revised version of the booklet, “Essential
United States Foreign Trade Routes,” was pub-
lished in April 1970. The new publication, whose

format was changed to incorporate information

items frequently requested, offers more statistical
data on cargo movements than earlier editions in
the series.

Limited reviews of several trade routes were
made in connection with applications for operat-
ing-differential subsidy, mortgage insurance, and



One of the largest U.S.
containerships, the HAWAIIAN
ENTERPRISE, moves at speeds
of 24 knots, and carries more
than 1000 containers as it

serves the Pacific area.

.

The S§ MARIPOSA is one
of four passenger ships still
operating under the U.S.-flag.

The AMERICAN LEGION
is typical of modern U.S.-flag
ships approved for government
mortgage insurance during
1970.




for construction-differential subsidy on new ships
or the conversion of old ones.

The new maritime legislation amends Section
211 of the 1936 Merchant Marine Act to require
a determination of the bulk carrying services
needed for the promotion, development, expan-
sion and maintenance of the foreign commerce
of the United States for national defense or other
national requirements. As a result, this Agency
will make an assessment of the bulk trades,
liguid and dry, to determine their service
requirements.

Construction-Differential Subsidy

Under President Nixon’s new merchant marine
program, construction-differential subsidy (CDS)
funds will be used to aid in rebuilding all seg-
ments of the United States flag merchant fleet
that are engaged in foreign trade. The past prac-
tice was to limit such aid to steamship companies
hoiding operating-differential subsidy contracts.
To implement this program, the Maritime Adminis-
tration is formulating new ship procurement pro-
cedures which will be responsive to the needs
of the unsubsidized as well as the subsidized
ship operators.

To assist the Maritime Administration to for-
mulate its subsidized shipbuilding program, the
U.S.-flag ship operators were requested to advise
the Maritime Administration of the number and
types of ships they proposed to build under the
new program from available designs for highly
productive ships. These include the “CMX" de-
signs developed by Bath Iron Works Corp. and
Newport News Shipbuilding and Dry Dock Co.
and five Maritime “Benchmark” designs devel-
oped in-house. The CMX designs include several
types and sizes of containerships, buik carriers,
ore-bulk-oil carriers, tankers, and multi-purpose
bulk carriers. The Maritime Benchmark designs
include an ore-buik-oil carrier, a general purpose
cargo ship and two sizes of containerships, and
a Lighter-Aboard-Ship  (LASH) type barge carrier
design.

Early responses to this program by ship opera-
tors indicate considerable interest in construction
of containerships, ore-bulk-oil carriers, large
tankers and LASH-type barge carriers.

CDS contracts were executed during FY 1870
covering construction of five new containerships
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for three operators and the conversion of nine
conventional C-3 type carge ships into partial
containerships for another shipping line. The total
domestic cost of this construction and recon-
struction work is estimated at $139,610,822, of
which $63,674,122 is estimated tc be CDS
payable. (See Tabie 2 and Chart IV.)

At year's end, applications were pending from
three subsidized and three nonsubsidized opera-
tors for CDS on eight new and eight converted
ships, including two tfankers, each of 230,000
DWT. (See Table 6.) Bids had been received
for the reconstruction of two ships and the
construction of three new vessels. (See Table 7.)

Federal Ship Mortgage insurance

During FY 1970 applications were approved
for Federal Ship Mortgage and/or Loan insurance
totaling $204,181,146, covering 29 vessels. In
addition, mortgage insurance contracts aggregat-
ing $79,271,000 were placed on 14 ships, based
on commitments made in earlier fiscal years. (See
Table 8.) Additicnally, two Title Xi Mortgages
were terminated when American President Lines,
Lid. paid the balance on the SS PRESIDENT
ROOSEVELT and The Cabins Tanker, Inc. on the
tanker THE CABINS.

At year's end, Title XI contracts in force
covered a total of 171 ships and 360 barges for
a total outstanding balance of principal and
interest of $919,418,003. (See Chart V.}

At the same time pending applications for lcan
and/or mortgage insurance encompassed con-
struction or reconstruction of 29 freighters, four
tankers, 12 tugs, barges or miscellanecus types,
and 565 lighters and barges to be carried on
board ship, at a totai estimated cost to the appli-
cants of $328,894,455, of which $258,432,556,
is the estimated amount to be covered by mort-
gage insurance.

The Federal Ship Mortgage Insurance Fund
received $5,278,050 in net income during the
year, making the retained income of the fund
$25,129,664.

Reserve Funds

The Maritime Administration also assists U.S.
ship operators by administering construction re-




Chart Ill. Maritime Subsidy Expenditures
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Chart V. Federal Ship Mortgage and
Loan Insurance Program (Title XI)
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NOTE: Under Title XI of the Merchant Marine Act of 1935,
the Maritime Administration is authorized to insure
mortgages not to exceed 87% % of actual cost on
(1) passenger vessels 1,000 g.t. and over and cap-
able of at least 8 knots sustained speed, to be used
solely on iniand rivers and waterways, (2) ocean-
going tugs of more than 2,500 h.p., (3) oceangoing
barges of more than 2,500 g.t. and (4) other vessels
of not less than 3,500 g.t., capable of 14 knots sus-
tained speed. On ships not meeting these require-
ments, and on those built or rebuilt with construc-
tion subsidy, the agency may insure icans and mort-

Freighter 110 §485011,406 29 $117,139,000

Combination
Passenger/
Cargo

Tanker

i1 46,312,000

38
2

358,604,861
18,062,582

48,210,256

Miscellaneous 76,350,000

{tugs, hydro-
foils, ete)
Lighters
(LASH, etc.}

380 9

,599,850

16,733,306

TOTALS:
Ships §90

i
Lighters g

,990,849
,599,850

$241,699,250
$ 16,733,306

gages for up to 75% of the actual cost of building
and rebuilding.




TABLE 6—Pending CDS Applications

Company Number of Ships Type
Subsidized
American Mail Line Lid. 2 Containerships®
American Export isbrandtsen Lines, Inc. 3 Containerships
States Steamship Co. & C~4 Cargo Ships**
Nonsubsidized
Central Guif Steamship Corp. 3 LASH
Haan Shipping Corp. i Tanker
Hase Shipping Corp. 1 Tanker

* Conversion of C-4 type cargo ships to full containership—Subsidy approved but contracis not executed at end of FY 1970.

#% Retrofit and install flume stabilizers on C4-S-lu type ships.

TABLE 7—Pending CDS Bids

Number invitation
Company of Ships  Design Date Apparent Low Bid
American Mail Line Ltd. 2% C6-S-1x April 3, 1870 Bethiehem Steel Corporation, San
Francisco, Calif.
($8,404,000 for each of 2)
American Export Isbrandisen 3 C5-8-73b May 15, 1970 Bath iron Works Corporation, Bath, Me.
Lines, Inc. ($16,993,333 for each of 3)

* Reconstruction

TABLE 8a—~Mortgage Insurance Applications Approved in FY '70

No. of

Ships Name or Type Company Date Amount
1 Hopper Dredge Barge Construction Aggregates Corp. 7/10/6% $6,386,000
2 ROBERT E. LEE Waterman Carriers, Inc. 9/19/63 2,055,000

STONEWALL JACKSON ” ” 2,060,000

3 AFRICAN DAWN Farrell Lines, Inc. 10/1/68 3,000,000
AUSTRAL PATRIOY ’ ” 3,500,000
AUSTRAL PILOT ” ” 3,500,000

8 Tugs & Barges of various sizgs National Marine Service inc., etc. 10/17 /69 2,532,200
1 228,600 DWT Tanker Langfitt Shipping Corp. 12/29/69 41,822,813
1 228, 600 DWT Tanker McRae Shipping Corp. 12/29/69 41,822,812
5 AMERICAN LANCER United States Lines, inc. 3/18/70 5,800,000
AMERICAN LEGION ” ” 5,800,000
AMERICAN LIBERTY ” ” 6,800,000
AMERICAN LYNX ” ” 6,800,000
AMERICAN LARK ” ” 6,800,000

i OVERSEAS ANNA (Reconstruction}  Ocean Transportation Co., Inc. 4/29/70 6,463,000
1 Tug/Barge Unit ingrarm Ocean Systems, Ltd. 5/27/76 8,039,321
6 LASH Ships (Hulls 231-5 & 238) Pacific Far East Line, Inc. 6/30/70 51,000,000
29 $204,181,148
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TABLE 8b—Title XI Mortgages Placed in FY '70 From Commitments in Previous Fiscal Years

No. of

Ships Names Company Date Amount
7 EXPORT BANNER American Export—Isbrandtsen Lines 10/7 /69 $2,890,000
EXPORT BAY " ” 2,890,000
EXPORT BUILDER " " 2,890,000
EXPORT BUYER " " 2,890,000
EXPORT CHALLENGER ” ” 2,890,000
EXPORT CHAMPION " 4/2/70 2,720,000
EXPORT COMMERCE ” " 2,720,000

1 HAWAIIAN ENTERPRISE Matson Navigation Co. 2/14/70 17,214,000
2 HONG KONG MAIL American Mail Line Ltd. 7/25/63 5,680,000
AMERICAN MAIL ” 10/22/69 5,362,000

1 PENN CHAMPION Penn Tanker Corp. 11/10/69 10,325,000
1 EAGLE CHARGER Eagle Terminal Tankers, Inc. 10/2/69 10,200,000
2 WYOMING States Steamship Co. 8/11/69 5,280,000
MICHIGAN " 8/26/69 5,320,000
14 $79,271,000

serve funds which receive certain tax deferment
benefits and which may be set up for the purpose
of building new vessels for U.S. foreign and
domestic commerce; and accepting old ships for
allowances of credit on construction of new ships.

On June 30, 1970, balances in five construction
reserve funds of operators tbtaled.$2,354,687,
compared with $1,966,261 in four funds at the
beginning of the fiscal year, an increase of
$388,426. One fund was established during the
year. (See Appendix VIll).

At year's end, statutory reserve funds of sub-
sidized operators totaled $95,161,343, consisting
of $46,362, 193 in capital funds and $48,799,150
in special reserve funds, as compared with a
total of $135,950,367 at the beginning of the
fiscal year, a decrease of $40,789,024. (See
Appendix XLI.)

In addition to the mandatory deposits in special
and capital reserve funds, one subsidized opera-
tor was authorized to make a voluntary deposit
of $1 million.

TABLE 9—U.S. Flag Carryings Under Government-Sponsored Programs
in Calendar Year 1969

Program Total Tonnage U.S. Flag Percent
or freight uU.S.
revenue
Public Law 480 tons 8,130,000 4,215,000 51.8
AID tons 6,171,000 3,326,000 53.9
Export-import Bank freight revenue $86,867,739 $75,164,183 86.5
Inter-American Development Bank tons 15,000 11,000 73.3

MARKET DEVELOPMENT

New Organization

In March of 1969 the Office of Maritime
Promotion was disbanded and its functions trans-
ferred to other offices. At the end of FY 1970,
the Office of Market Development was established
to promote increased use of American-flag ships.

The Office of Market Development is imple-
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meriting a program to strengthen the marketing
capabilities of U.S.-flag carriers. The goal of the
program is to increase the percentage of com-
mercial and Government-impelled cargoes carried
in ships of American registry. (See Table 9.)

The Market Development Program includes
direct assistance to U.S.-flag steamship com-
panies in the form of statistical market data
showing cargo movements and performance by



Chart VI. U.S. Oceanborne Foreign Trade:
Commercial Cargo Carried (Tonnage)
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Chart V. U.S. Oceanborne Trade:
Commercial Cargo Carried (Dollar Value)
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U.S.-flag and foreign-flag carriers broken down
by commodity, trade route, tonnage, value, eic.
The program also involves intensive contact by
regional Market Development officers with major
shippers to identify areas where lucrative cargoes
can be secured by American-flag ship operators.
Regional Market Development offices are staffed
with personnel who have extensive commercial
steamship experience, and the Washington head-
guarters Market Development staff are selected
professionals capable of providing strong support
to the industry’s efforts to solve the marketing
problems identified in the field.

Market Development aiso encompasses promo-
tion of the American-fiag fleet through a campaign
of publicity and education of shippers and the
general public as to the modernity and capability
of U.S.-flag ocean transport services. This in-
cludes presentations by the Market Development
staff before trade groups and the use of all
communications media to promote shipper patron-
age of American shipping.

The Market Development program remains
flexible to effectively render Maritime Adminis-
tration assistance to individual carriers and the
American shipping industry as a whole in the
area of increased market penetration. It is antici-
pated that this form of government assistance will
raise the industry level of marketing expertise
and foster market orientation among industry
management.

it is further anticipated that changes in the
administration of Cargo Preference regulations
will substantially increase U.S.-flag participation
in Government-impelled cargoes.

A significant step in the market development
program was made when the Secretary of Com-
merce sent letters to 1,200 top export officials
urging their increased utilization of U.S.-flag
merchant ships. The responses to these letters
indicated a. sincere interest by the export com-
munity in supporting the American Merchant
Marine and provided information which will be
very helpful in formulating promoctional efforts
by the Office of Market Development and the
carriers in the implementation of this program.

For related statistics concerning U.S. ocean-
borne foreign trade in terms of commercial cargo
tonnage and dollar value see Charts Vil and Vill
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Cargo Preference

House Report 80 of the 84th Congress directs
the Maritime Administration to exercise general
surveillance over the administration and observ-
ance by the shipping agencies of PL 664, the
Cargo Preference Act.

Agricultural exports of PL 480 cargoes carried
in U.S.-flag vessels in calendar year 1870
amounted to 50.5 percent of the total movements.
In calendar year 1968, 51.8 percent was shipped
under U.S. flag. The comparable figure for 1968
was 44.4 percent.

Public Resolution 17 Administration

Public Resolution 17 is applicable to cargoes
generated under loans and certain guarantees of
payment issued by the Export-Import Bank of
the United States. The basic requirement is 100
percent carriage by U.S.-flag vessels, but under
administrative determination this may be reduced
to 50 percent. The remainder may be waived to
vesseis of the recipient nation when that nation
does not discriminate against United States
vessels.

During 1969, 33 general waivers were granted
and three rejected waiver applications were rein-
stated after the recipient nations eliminated dis-
criminatory practices. Headway was made in
resolving some areas of difficulties concerning
cargo preference and discrimination in our South
American trades. As a result of this progress,
waivers formerly denied were granted to Argen-
tina and Brazil in FY 1970.

Domestic Shipping

Delta Steamship Lines’ application to serve
Gulf ports and Puerto Rico was granted thus
relieving a recurring shortage of shipping space
for non-containerizable cargo. The space shortage
in this trade was further reduced by two other
operators who increased their break bulk services
from Atlantic coast ports. Work was started to
determine what actions by the Agency would help
ship operators inaugurate coastal feedership
service to reduce the number of U.S. coastal
ports of cali.

Shipping Restrictions

Free world and Polish fiag vessels which call
at Cuba or North Vietnam poris are barred from



carrying U.S. Government-financed cargoes. They
may become eligible to carry such cargoes upon
promise of the controlling party to keep all vessels
under its control from calling at ports of these
nations.

At the end of FY 1970 there were 181 ships
of 1,331,574 gross tons on the Maritime Adminis-
tration list of those ineligible to carry Government
cargoes because of calls at Cuban ports since
January 1, 1963. Forty-three ships were added to
the list during the year and 35 were removed,
of which six were reinstated and 29 were broken
up, sunk or wrecked. The number of reported
arrivals in Cuba of ships listed was 233, 43 more
than in 1969.

At year's end there were 53 ships of 354,232
gross tons ineligible to carry government cargoes
because of calls at North Vietnam ports since
January 25, 1966. One ship was added to the
list during the year and three removed, having
been broken up, sunk or wrecked.

MARITIME MANPOWER
Labor Data

Seafaring employment declined approximately
15.8 percent from the 1969 normal monthly
average. More than half of the drop was caused
by the withdrawal of Government-owned General
Agency ships from active service to the Southeast
Asia area. Another one-third was due to the
termination of several passenger ship services
The total workforce in commercial shipyards
remained relatively stable during the year, falling
less than one percent. The longshore labor force
experienced a loss of 3.8 percent in average
employment. (See Table 10.)

TABLE 10—Maritime Manpower Daily
Average Employment

Type Normal Daily Average

1870 1969
Seafaring (Shipboard Jobs) 41,731 49,534
Shipyard (commercial yards able to
construct oceangoing ships
475 by 68 feet)
Production Employees 61,731 64,290
Total force including management
and clerical 77,766 78,209
Longshore 66,120 68,700
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Labor-Management Relations

While the major seafaring contract negotiations
for Atlantic and Guif Coast employers were re-
solved by July 1, 1969, Pacific Coast negotiations
continued through the balance of the calendar
year and contract accords were reached without
incident. The pursers and pharmacists’ mates
(Staff Officers of America) initiated strike action
against several U.S. Lines’ container ships for
six days to safeguard members’ job rights. The
deck officers (Masters, Mates and Pilots) also took
issue in a two-day work stoppage against the
same employer to obtain representation rights for
masters aboard U.S. Lines’ ships who previously
had been excluded from MM & P representation.
A Matson Navigation Co. proposal reducing man-
ning of engine department members for two
container ships under construction led the Marine
Firemen’s Union, representing unlicensed engine-
room personnel on the Pacific Coast, to withhold
assignment of its members to Matson Line ships.
The Pacific Maritime Association, representing
the employers, countered by refusing to engage
vessel personnel for any ship.

The ensuing work stoppage of 35 days immob-
ilized 43 U.S. flag merchant ships, though pas-
senger ship services and military cargo move-
ments were not affected. The cumulative impact
of these seafaring disputes approximated 37,500
man-days of lost productivity.

The Atlantic Coast longshore container agree-
ments- were -instrumental in provoking work
stoppages at several major ports. The Port of
Baltimore was immobilized for three days as
longshoremen sought to obtain more frequent
payments of their Guaranteed Annual Income.
Baltimore port employers had proposed annual
GAl payments while longshoremen sought quar-
terly payments similar to the practice established
at the Port of New York. The Port of Hampton
Roads, Va., was struck two days when time-
keepers picketed for inclusion of work guarantees
in their new contract. Three U.S. and 15 foreign
flag ships were affected. When American Export
Isbrandtsen Lines terminated its use of a major
New York passenger pier facility and abolished
a number of longshore jobs, it triggered longshore
work stoppages against three of its cargo ships
then loading at New York and Baltimore. The two-
day strike ended with an interim accord to ease



Shooting the Sun—A Midshipman
uses his sextant to observe the altitudes
of the celestial bodies to find his

ship’s position at sea. This is the
classic method of obtaining a ship’s
position at sea.

Midshipmen receive instruction in
radar plotting using Radar Simulators
in the Electronics Laboratory,
Department of Nautical Science,
Bowditch Hall. This is a part of the
Electronics course given to Ist
Classmen.

U.S. Merchant Marine Academy
Midshipmen receive instruction on
the Nordberg main diesel engine unit,
especially prepared for training
purposes in the Department of
Engineering, Fulton Hall.




the impact of the job loss. At the Port of New
York longshoremen staged a two-day strike over
alleged abuses in the stuffing and stripping of
containers by non-iongshore labor. The ensuing
glut of containers was removed when the dispute
was resolved by agreeing to increase the penalty
for violations from $250 to $1,000 per container.
A jurisdictional dispute at Pacific Northwest ports
prevailed for 25 days while longshoremen took
issue with the right of non-affiliated workers to
process the unloading and cleaning of imported
motor vehicles. Stop-work meetings involved some
3,500 longshoremen from several Columbia River
ports, immobilizing 31 U.S. and foreign flag
merchant ships and impeding the movement of
grain and lumber shipments. This resulted in a
loss of 52,000 man-days of longshore productivity.

Harbor tug services were suspended for periods
of 55 days at the Port of Savannah, 60 days at
the Port of New York, and 277 days at the Port
of San Francisco, all due to the expiration of
labor contracts. Ocean shipping was incon-
venienced when entering or clearing these ports
and local harbor activities involving the distribu-
tion of fuel and building materials and the removal
of municipal refuse were in some instances
seriously curtailed.

The expiration of regional teamster contracts
immobilized the trucking industry at Pacific Coast
ports resulting in glutted container terminals and
railroad piggyback marshaling yards. The dis-
ruption to container movements during the 45-day
dispute caused some minor delays to ocean
shipping and resulted in a number of ship depar-
tures without full utilization of cargo capacities.

Labor-management agreements expired during
the year at several major shipyards. Bethlehem
Steel’s Shipbuilding Division experienced a ten-
day strike at their Sparrows Point, Md. and
Beaumont, Tex., facilities as did the Alabama
Drydock Company at Mobile. Bath iron Works
at Bath, Me. suffered a 40-day walkout. The
General Dynamics’ yard at Quincy, Mass. was
closed for two days, and the Toledo and Lorain,
Ohio facilities of the American Shipbuilding Com-
pany were immobilized for 73 days before a new
contract accord was reached. The aggregate of
these shipyard work stoppages totaled 217,800
man-days of lost productivity.
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Seamen Training

Eight hundred and ninety-four seamen com-
pleted the Maritime Administration’s radar, gyro,
and loran training programs, and 2,027 completed
the fire fighting and damage control courses
sponsored by the Agency and Military Sealift
Command.

Two hundred and twenty-six deck and engine
officers and 33 purser-pharmacist mates were
graduated from the various seafaring labor union
training programs, while upgrading programs
were sponsored by several unlicensed unions.

Academy Training

Eighty-one third mates, 86 third assistant
engineers, and 16 with dual training as third
mates and third assistant engineers were gradu-
ated from the U.S. Merchant Marine Academy,
Kings Point, N.Y. The 16 with dual training were
the second class of graduates under the dual
deck-engine curriculum. In addition to their
licenses, the graduates received Bachelor of
Science degrees, and, if qualified, commissions
as ensigns in the U.S. Naval Reserve. The
Academy had an average of 945 students during
the year.

Effective January 1, 1970, cadet sea-year pay
was increased from $193.20 to $208.80 per
month.

Two hundred and four third mates and 237
third assistant engineers were graduated from
the State marine schools at Vallejo, Calif.; Cas-
tine, Me.; Buzzards Bay, Mass.; Galveston, Tex.,
and Fort Schuyler, N.Y. All who qualified received
commissions as ensigns in the U.S. Naval Reserve
in addition to their licenses.

The schools had a combined average enroll-
ment of 1,623 cadets during the year, most of
whom received a government allowance of $600
toward the cost of uniforms, textbooks, and sub-
sistence. Each of the above State Marine Schools
received an annual federal assistance payment
of $75,000 for maintenance and support.

The Great Lakes Maritime Academy, a part of
the Northwestern Michigan College, Traverse City,
Mich. was established in FY 1970.

Merchant Marine Awards

A Merchant Marine Meritorious Service Medal



was presented to Alex W. Pantalone for his heroic
efforts as Radio Operator on the SS PRESIDENT
BUCHANAN, while the vessel was under attack
in the Long Tao River, Saigon, November 18,
1967.

A Merchant Marine Meritorious Service Medal
was awarded to Harvey L. Moss, Able Seaman on
the SS GULFSUPREME, for his heroic actions fol-
lowing a collision between his vessel and a barge
being pushed by the tug KATE MALLOY on the
Mississippi River, December 25, 1967.

A Merchant Marine Meritorious Service Medal
was awarded to Captain Leon E. Jean, Master of
the SS TRANSGLOBE, for his outstanding per-
formance when his ship was attacked several
times while transiting the Saigon River in 1968~
69. U.S. Ambassador Elisworth Bunker made the
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presentation Captain Jean in a ceremony at the
American Embassy on December 13, 1968.

Merchant Marine Meritorious Service Medals
were presented to James B. Harrington - and
Morgan L. Jones, crew members of the SS
ANNISTON VICTORY, for saving two pilots from
a ditched USAF plane in the Luzon Straits, Phillip-
pine Islands, February 26, 1968.

A Merchant Marine Meritorious Service Medal
was awarded to Chief Engineer Albert E. Kinkade,
SS SPIRIT OF LIBERTY, for his performance of
duties when his vessel sustained a severe ma-
chinery casualty to an auxiliary generator while
at sea on December 25, 1968.

There were 100 authorizations for the Vietnam
Service Bar completed during the year.




Civil Rights Specialist William Ellis, left,

is welcomed aboard by Assistant Secretary for
Maritime Affairs A. E. Gibson as part of the
Agency’s program for monitoring Equal
Opportunity Programs of Government in the
Maritime Industry.



ADMINISTRATION

During the year, restructuring of the Maritime
Administration headquarters organization con-
tinued toward the goals of making it more respon-
sive to program needs, to upgrade the organiza-
tional level and place increased emphasis on
certain priority activities, and to provide for more
effective coordination and direction of related
functions. (See Chart VIII)

Previously, the Agency’s field organization gen-
erally concentrated only on the coastal areas.
In January 1970, a shift was made from a coastal
to a regional field organization encompassing all
50 states and divided into three regions with
headquarters in New York, New Orleans, and San
Francisco. In conjunction with the reorganization,
a greater share of the Agency’s functions and
authorities were assigned to the three regions.
(See Chart IX)

In order to promote closer working relationship
between the Maritime Administration and its
parent agency and provide the staff with a greatly
improved working environment, the Headquarters
were moved from General Accounting Office (GAO)
Building to newly renovated sections of the Com-
merce Building. The move included the combining
of some Maritime Administration personnel with
their Commerce Department counterparts, and
the direct transfer of some functions and per-
sonnel to Commerce.

To supplement the nucleus of competent civil
servants already on board to meet the require-
ments of the new maritime program, the Agency
succesfully recruited top executive talent from
government, academic, and industry sources.

Deficiencies in its accounting system adopted
some years ago prompted the Agency to devise
a fully automated and integrated financial system
which would meet the information needs of
management as well as GAO and Commerce
Department standards. The design phase was
completed during the year, and the system, known
as the Maritime Administration Financial Infor-
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mation System (MAFIS) was submitted to the
Comptroller General for review and approval.

Another cost reduction achievement during the
year involved a program to reduce warehouse
stock inventories of ship parts and materiais by
declaring surplus all equipment and ship com-
ponents except those required for vessels in the
reserve fleet still needed for national defense,
and for a small number of ships remaining in
operation. By the end of FY 1970, warehouse
stock inventory totaling $13 million had been
reduced $2.8 million.

MANAGEMENT
Audits

In response to recommendations in the General
Accounting Office Report to Congress, “Improve-
ments Needed in the Operation of Government-
owned Vessels in Support of Military Activities in
Southeast Asia,” the Maritime Administration and
the Navy agreed to place vessels going into re-
duced operational status in a Reserve Fleet site,
rather than commercial piers, in the interest of
economy. In addition, closer surveillance was
instituted to insure that prescribed procedures
for advancing funds to general agents were being
followed. Another report issued at year's end
on “Cost of Operating the Nuclear Merchant Ship
Savannah” was pending review.

Internal audits were conducted and reports
issued during the year on: (1) Review of Subsidy
Operations Examining Functions; (2) Survey of
Management of Equipment and Warehouse
Standby-inventories; and (3) Audit of Support
Services at the U.S. Merchant Marine Academy.

Internal Management

Actions to reduce costs of the Maritime Admin-
istration operations resulted in savings of
$7,193,000 during FY 1970. Principal actions



were: (a) beginning phase-out of the Hudson
River and Mobile Reserve Fleets; (b) comprehen-
sive agency-wide review of manpower require-
ments; (c) a Value Engineering-Ship Replacement
Program to eliminate unnecessary components
and introduce new materials and technologies as
a means of reducing ship construction costs;
(d) reduction in costs of daily stores, supplies and
equipment on GAA-operated ships; and (e) sale
of scrap ships in foreign areas at considerably
higher net proceeds to the Government than if
sold in domestic markets.

The major headquarters reorganization men-
tioned earlier included establishment of four new
Assistant Administrators for Maritime Aids, Opera-
tions, Research and Development, and Finance,
respectively. Additionally, three new offices were
established: (a) an Office of Ports and Intermodal

Systems; (b) an Office of Market Development and -

(c) an Office of Civil. Rights.

FACILITIES

Real Property

At year's end the Agency's Real Property in-
cluded the former reserve shipyard at Wilming-
ton, N.C.; warehouses at Kearny, N.J.,, New
Orleans, La., and San Francisco, Calif.; a terminal
at Hoboken, N.J.; the U.S. Merchant Marine
Academy at Kings Point, N.Y.; and National
Defense Reserve Fleet sites at Tomkins Cove,
N.Y.; Lee Hall, Va.; Mobile, Ala.; Beaumont, Tex.;
Benicia, Calif.; and Olympia, Wash.

The Wilmington, N.C. shipyard was under lease-
purchase and long-term lease agreements with
the North Carolina State Ports Authority. Another
long-term agreement included the Port of New
York’s lease of the Hoboken Terminal.

The former National Defense Reserve Fleet
anchorage at Astoria, Ore., was under lease to
the Ports of Astoria and Portland. The General
Services Administration is disposing -of the re-
maining acreage of the former Wilmington, N.C.
fleet anchorage.

Rents from lease of real property to private
interests during the year amounted to $5,250.

Material Control
Rental of mobilization reserve machine tools
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and equipment to commercial concerns working
on defense contracts or in support of merchant
marine programs produced a revenue of
$167,699.

Marine equipment valued at $73,220 was
loaned on an emergency basis to steamship oper-
ators and Government agencies during the year
increasing the total value of such equipment on
loan to $97,974.

Excess personal property having an acquisition
value of $5,553,801, was disposed of during the
year, including property with an acquisition value
of $3,141,345, donated or transferred to other
Government agencies. Property valued at $13,704,
was destroyed or abandoned, and property with
acquisition value of $2,398,252, was sold for
$370,049. Warehouse inventories were reduced
by $2.8 million in the fiscal year; equipment in
stock was valued at approximately $10.1 million.

PERSONNEL
Equal Employment Opportunity

During.-the year, the number 'of personnel
employed by the Maritime Administration de-
creased by 10l1—from 2,232 to 2,131. These
figures do not include an average of 3,318 sea-
men employed by contractors operating ships
under the GAA program. About 24.6 percent of
the Agency’s work force consisted of minority
group employees, a gain of 1.3 percent for the
year. Minority employment in high grade jobs
reached 4.3 percent or more than double what it
was a year earlier.

During FY 1970, the first Equal Employment
Opportunity Seminar for Supervisors was con-
ducted. Freddie T. Johnson, Office of Ship Con-
struction and Chairman of the Agency's Equal
Employment Opportunity Program, received a
special Department award for his role in further-
ing the program. Mr. Johnson was one of the
first recipients to receive the award within the
Government.

Tréining

During FY 1970, a total of 764 employees
were trained in the following categories: pro-
fessional; scientific and engineering; supervisory



and management; technicai and other. Of these,
114 were minority employees.

The supervisory program was continued during
the year with two courses being offered, “Super-
vision and Group Performance” and “Introduction
to Supervision”. A new problem solving discussion
skills course was established from which gradu-
ates of the pilot program were utilized to conduct
classes for other Maritime Administration em-
ployees. To help personnel keep abreast of tech-
nological changes in their fields, a graduate study
program was developed for implementation in
FY 71, whereby individuals study full-time at an
accredited college or university for up to one
year.

Thirty-eight employees, including seven from
other agencies, completed reading improvement,
shorthand and typing courses offered under the
secretarial development program set up in FY
69. Another 19 persons were trained in the
fourth annual middle management program, and
10 finished courses for naval architects and
marine engineers.

Awards

Fourteen employees received outstanding
awards during the year including nine Depart-
ment of Commerce Silver Medals, the second
highest recognition given by the Department; and
five Bronze Medals, the Maritime Administration’s
top honor.

Ten of these awards went to employees in the
field. Of these, the most notable achievement
involved a group of seven Beaumont Reserve
Fleet employees, each of whom received a medal
for valor for helping extinguish a blaze in the
Pan American Petroleum Corporation docks on
the Neches River.

At the Department of Commerce 1969 Annual
Honor Awards Ceremony, Secretary Stans singled
out the Maritime Administration for special com-
mendation for the outstanding contribution its
employees had made to the Special Suggestion
Campaign of August 1969. Agency employees
submitted 33.8 percent of all suggestions received
by the Department during the campaign. As a re-
sult, Maritime Administration’s participation and
adoption rates for FY 1970 rose to an all-time high
of 43.3 percent and 11.1 percent respectively, far
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above the Federal averages of 18.2 percent and
5.3 percent published by the Civil Service Com-

mission for FY 1969.

Two hundred thirty-eight employee suggestions
were adopted at an estimated first year savings
of $31,307. Other employee confributions re-
sulted in savings of $460,000 for a total of
$491,307.

One hundred seventy-six employees, or 8.2
percent, received Outstanding Performance rat-
ings for performance which not only exceeded
normal requirements in all respects, but was
deserving of special mention. Forty-five em-
ployees, or 2.1 percent, received a Quality Step
increase—a salary step increase in addition to
a regular pay increase—for high quality per-
formance which exceeded normal requirements
in all major aspects. One hundred thirty-nine
employees, or 6.5 percent, received an award for
special achievement.

Safety

Through the printed word, on the job training
and safety surveys of all Reserve Fleet and Office
facilities, attention was focused on hazardous
acts or conditions that could be potential killers
or accident traps for employees. “Safety First”
was more than a slogan in the Maritime Adminis-
tration, it was a requirement throughout the year.
As a result, the Agency’s work injury experience
decreased in 1970 in comparison to the 1969
record in both numbers and rates. The President’s
Mission Safety 70 goal of injuries sustained was
surpassed by the Maritime Administration in
1969 and in 1970, when the injury frequency
rate was reduced by 73.8 percent and 75.0 per-
cent, respectively.

FINANCE

Accounting

The accounts of the Maritime Administration
were maintained on an accrual basis and in con-
formity with the principles, standards, and related
requirements prescribed by the Comptroller Gen-
eral of the United States.

Net cost of combined operations of the Mari-
time Administration for the year totaled $289.4
million. The cost included $237.1 million for
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operating and construction-differential subsidies,
$22.6 million for depreciation on Reserve Fleet
vessels and other assets, $6.5 million for research
and development, and $15.1 million for adminis-
trative expenses. The equity of the Government at
June 30, 1970, totaled $1,301 million, a decrease
of $48 million from June 30, 1969. The decrease
included the net cost of combined operations of
$289.4 million and the return of $20.1 miliion
in collections and unobligated balances to the
Treasury, offset by $251.7 million appropriated
by Congress and $9.8 million in property trans-
fers from other agencies. See Appendix EXHIBITS
1-4 for detailed financial statements.

At year's end, work continued to fully automate
accounting, payroll, cost accounting, and financial
information systems.

Contract Auditing

The Maritime Administration auditors review
the operators’ annual subsidy accountings, which
have been certified by independent public ac-
countants, before payment of the final five per-
cent of operating-differential subsidy. They also
audit expenses eligible for subsidy to permit
payment to the operators of up to 95 percent of
the accrued operating-differential subsidy for
such expenses. Agency auditors are unable to
complete final audits until such time operators
file their final accountings.

Audits to permit final payments were completed
for seven operators generally covering the periods
from 1959 through 1964. Most of the audits of
expenses eligible for subsidy of the 14 subsidized
operators were completed through calendar year
1965. Wage expenses of nine of the operators
were audited through Fiscal Year 1968.

Audits were made to determine the actual
operating costs of the NS SAVANNAH under its
charter agreement. Other audits included General
Agency Agreements, contracts for ship construc-
tion and repair, research and development, and
related contracts.

Audits completed during the fiscal year resulted
in reduced billings of about $5.3 million to the
Government.

Title Xil Insurance

During the year, the Maritime Administration
continued to administer war risk and certain
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marine and liability insurance programs author-
ized by Title Xll, Merchant Marine Act of 1936,
as amended.

War risk insurance binders cover shipowners
from the time commercial war risk insurance
ceases to provide adequate coverage until 30
days after the outbreak of war involving the
major powers. Binders outstanding on June 30,
1970, were: 1,267 for war risk hull insurance,
1,205 for war risk protection and indemnity in-
surance, and 999 for war risk insurance of crew
life and personal effects. From the inception of
the binder program in 1952 to June 30, 1970,
binder fees totaled $1,042,138, and expenses
totaled $704,247, of which $377,932 was paid
as fees and expenses to the underwriting agent
appointed by the Agency to process the binders.

War risk builder’s risk insurance for the pre-
launching construction period was written on 157
ships from the inception of the program in
1953 through June 30, 1970. Premiums totaled
$3,153,015. From October 1962 through June
30, 1970, 50 policies were issued for war risk
builder’'s risk insurance for the postlaunching
construction period, each with a service fee of
$75, and each subject to attachment and pre-
mium assessment upon the automatic termina-
tion of commercial insurance resulting from out-
break of hostilities.

A standby war risk cargo insurance program,
which becomes effective when the Maritime
Administrator finds that insurance adequate for
the needs of U.S. waterborne commerce cannot
be obtained on reasonable terms and conditions
from companies authorized to insure in any state,
was continued. Commercial underwriting agents
are employed to write this insurance, and as of
June 30, 1970, 38 were under contract.

At the request of the Navy, war risk insurance
was provided, but on a reimbursable basis for
losses incurred without premiums, as authorized
under section 1205, Merchant Marine Act of
1936. During the fiscal year, insurance coverage
in effect was as follows: '

1. Second Seamen’s war risk insurance was
provided for the crews of 19 Government-owned
tankers operated for Military Sea Transportation
Service, now the Military Sealift Command (MSC).

2. War risk hull and Second Seamen’s war risk
insurance were provided on one privately-owned




U.S.-flag vessel and its crew while under bare-
boat charter to MSC.

3. Second Seamen’s war risk insurance was
provided for the crews of 170 privately-owned
U.S.-flag tankers and dry cargo vessels chartered
to MSC. The coverage provided is limited to the
“Vietnam Combat Zone,” referred to by com-
mercial underwriters as an additional premium
trading area.

Net premium savings to the Navy under pro-
grams Nos. 1 and 2 above, from inception in
1954 and 1964, respectively, to June 30, 1970
are estimated at $1,016,592, after deducting
claim payments of $110,740. Net savings to the
Navy under program No. 3, from July 15, 1968
to June 30, 1970 is estimated at $2,510,475.
Claim payments of $40,075 were made under
that program with an estimated $2,500 still
pending.

Under section 1208(a) of the 1936 Act, money
in the war risk insurance revolving fund may be
invested in United States securities or in those
on which the Government guarantees principal
and interest. Since 1962, when the initial invest-
ment was made, through June 30, 1970, interest
earned totaled $1,239,968.

Other Insurance Activities

The Maritime Administration continued to self-
insure Government-owned ships, with the excep-
tion of two ships operated by its general agents
on which marine protection and indemnity insur-
ance was purchased to take advantage of the

TABLE 11—Marine and War Risk
Insurance Claims

Number
Claims of claims Amount

Fiscal Year 1970 Reported settled ' Settied

Marine protection and

indemnity:

Against the Government 2 1,900 2,000 $1,125,000
Marine Hull:

in favor of the Government 46 108 35,321

Against the Government 1 6 101,542
Marine Builder's risk:

Against the Government G 4]
Second Seamen’s war risk:

Against the Government 3 o

1 Settlements include claims reported in prior years.
2 Approximate.
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worldwide claims settling facilities of commercial
underwriters. By assuming the war risk hull and
Second Seamen’s war risk insurance, it is esti-
mated that the Agency has effected for MSC a
net premium saving of $6.6 million during the
Vietnam buildup from July 1965 through June
30, 1970.

Claims of a marine and war risk insurance
nature assumed by the Government, and not
recoverable from commercial insurance are
shown in Table 11.

Mortgage insurance providing coverage when
marine policies are invalidated was renewed on
April 1, 1970, at expiring premium rates on ships
owned by unsubsidized operators who have mort-
gages insured under Title XI. Owners of 36 vessels
were covered. Primary coverage was placed in
the American market to the extent of nine per-
cent, the maximum available, with the balance
plus 100 percent of the excess coverage over
$13 million per vessel placed in the British

market. The mortgagor pays the insurance
premium.
The Maritime Administration determines

whether the insurance placed in commercial
markets by mortgagors of ships on which the
Government holds or insures mortgages, by
charterers of Government-owned ships, and by
subsidized operators of ships, complies with the
contract requirements. See Table 12 for insur-
ance amounts approved during FY 1970.

TABLE 12—/nsurance Approved During FY 1970

Total % %
Kind of Insurance Amount U.§. Foreign
Marine Hull $2,017,890,740 66 34
Marine Protection and
Indemnity 1,580,688,000 40 60
War Risk Hull 2,366,001,900 7 93
War Risk Protection and
Indemnity 2,332,078,900 7 93

CIVIL RIGHTS ACTIVITIES

During FY 1970, the Maritime Administration
established an Office of Civil Rights to meet the
Federal Government’'s commitment to insure
that equal employment opportunities for all
exists in the Government and among Government
contractors.

Until January 1, 1970, the Agency had equal



employment opportunity contract compliance
responsibility only for the major shipyards and
subsidized ship operators. Since then, it has
taken on responsibility for facilities of the entire
shipbuilding and ship repair industry, all sub-
sidized and non-subsidized ship operators, the
inland water transportation industry, and the
stevedoring industry.

The Agency monitors the personnel practices
of ship operators, shipbuilders, and other mari-
time contractors, and assists in developing each
contractor’s affirmative action plan to meet Labor
Department standards.

The principal focus of compliance during the
past year was on the shipyard industry since
President Nixon particularly noted the importance
of achieving equal employment opportunity in
this area in his message to Congress calling for
the new maritime program. There were 179 com-
pliance reviews, revisits or pre-award reviews
made within the maritime industries. All of the
major shipyards were reviewed and affirmative
actions plans approved for nine of the 15 yards.
With employment levels as a whole relatively
stable from early 1969 to early 1970, minority
utilization improved for white collar positions
from 3.4 percent to 5.0 percent and for the
skilled job classifications from 16.1 percent to
19.8 percent among the major shipyards.

Since January 1, 1970, the focus on compli-
-ance has been directed towards the white collar

42

office employment of ship operators. There have
been 36 reviews of, or revisits, to major shipping
companies. Despite a 10 percent decline in white
collar employment opportunities, minority utiliza-
tion rose from 9.9 percent in early 1969 to0 11.9
percent in early 1970.

A program was initiated 0 encourage the
expanding shipbuilding industry to utilize federal
manpower training programs for the hard-core
unemployed and underemployed. Since December
1969, 10 contracts for the training of 1,419 hard-
core unemployed have been entered into by major
shipyards. In addition, proposals have been sub-
mitted by other shipyards to the Labor Depart-
ment for 1,445 additional training slots.

An intensive recruiting program was under-
taken during 1969 and early 1970 to attract
qualified minority group applicants to the U.S.
Merchant Marine Academy. The minority popula-
tion among the cadets at the Academy had re-
mained at token levels throughout its history.
As a result of this recruitment effort, 97 Congres-
sional nominations of black students were re-
ceived. Of these, 90 were initiated by the civil
rights staff.

As a result, 22 of the 54 black cadets found
physically and academically qualified were ten-
dered appointments to the Academy, accepted
them, and were enrolied in the Class of 1974. This
number exceeds the total black population that
passed through the school in the past 25 years.



RESEARCH & DEVELOPMENT

The Maritime Administration Research &
Development (R&D) programs have been struc-
tured to be responsive to national objectives for
the U.S. merchant marine. These objectives were
given a new thrust by President Nixon last year
when he expressed the need for augmented prac-
tical applications of R&D to aid in improving the
U.S. competitive posture. As a result, the empha-
sis is on near-term programs to reduce life-cycle
costs of American merchant ships, and increase
productivity in both ship operations and shipbuild-
ing. Thus the Maritime Administration’s research
and development program is designed to improve
the competitive position of the U.S. merchant
marine while reducing the Government’s share of
the cost of its construction, operation, and
maintenance.

Within the near-term area, first consideration
has been given to key shipbuilding programs to
develop standardized ships which can be pro-
duced economically utilizing series production
methods and multiyear procurement. Also, pro-
grams are underway to improve shipbuilding
through the development of more effective equip-
ment standards, computerized design and con-
struction, and more efficient production facilities,
organization and control. Finally, competitive
ship subsystems (e.g., propulsion systems), to
augment the standardized designs, are being
developed and new ship concepts which can be
added to our fleet in the near-term future are
being examined.

Another phase of near-term R&D activities is
pointed directly towards improved shipping opera-
tions. First priority programs include improved
shipboard operations such as computer applica-
tions, pollution abatement, improved shoreside
operations, including maintenance and repair.
Additionally, cargo and market research such as
commodity-form change, utilization of the Reserve
Fleet, and logistic support for the U.S. Navy are
other major pursuits. A major program in this
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area is one of personnel research. The Agency is
jointly investigating with the Coast Guard the
impact of advanced ship technology upon the
crewing skills and crew composition of future
vessels.

Other priority programs are underway using
more advanced technology. Herein the Maritime
Administration seeks to determine the future
role of high-speed ships, high-power and tech-
nologically advanced power plants, future nuclear
applications, ice-transiting commercial vessels,
offshore terminals, and the commercial advan-
tages of improved navigation, communication and
automation.

For both near-term and mid-term programs,
supporting economics, systems analyses and
requirements studies are being carried out com-
plementary with scientific and engineering efforts
so as to outline American commercial objectives
and lay out the stepping stones to the ultimate
goal-—the creation of a viable, healthy and com-
petitive merchant marine.

The fundamental technological program in-
volves the assessment of improved facilities not
now available in the country such as a ship
operation simulator center, a shipbuilding automa-
tion center, technical data center and ships-of-
opportunity programs which are essentially ship-
board data centers on merchant ships. It also
includes the implementation of institutional pro-
grams, e.g., university, international, interagency,
as well as the Marine Research Information Serv-
ice (MRIS), to undertake the necessary research,
provide the scientific manpower and to dissemi-
nate information to the maritime community.

To accomplish this, the aid of the entire mari-
time community has been enlisted. In July 1969,
the Maritime Administration sponsored a national
conference on maritime research and develop-
ment at Woods Hole, Mass. The three-week con-
ference was attended by 200 executives and pro-






fessionals representing shipbuilders, steamship
companies, labor organizations, research orga-
nizations, universities and.government agencies.

The conference generated 114 clearly defined
research tasks which have served as a basis for
formulating a new long-range research program.
The mutua! goals subscribe to by industry, man-
agement, labor and research organizations have
provided the Government with a synthesis of
industry objectives on which to base a greatly
increased R&D effort.

ADVANCED SHIP DEVELOPMENT

Competitive Merchant Ship Design Program

By initiating the Competitive Merchant Ship,
or “CMX”, Project in September 1969, the
Agency moved decisively forward to develop a
group of standard designs for multi-year, multi-
ship production in this decade. The three-phase
CMX program—preliminary design, engineering
development, and construction—uwill enable ships
to be built at lower unit costs. As these ships
enter service they will upgrade the competitive
capabilities of the U.S.-flag fleet.

Contracts were awarded to Bath Iron Works,
Corp., Bath, Me., and Newport News Shipbuilding
and Drydock Co., Newport News, Va., to produce
a number of basic ship designs. At the same time,
parallel in-house ship designs were prepared by
the Agency's Office of Ship Construction. The
contracts called for completion of five specific
tasks: analysis of the commercial shipping
market and ship operators’ needs; integration of
the information into ship performance require-
ments; development of the preliminary designs
insuring that the ships can be produced at accept-
able costs; planning for their production, includ-
ing the determination of costs, financing, schedul-
ing, and facilities and manpower requirements;
preparation of tentative construction contracts
for production of the developed designs.

in May 1970, at a forum attended by more
than 600 members of the maritime industry, the
two contractors unveiled a total of 11 basic
designs comprising large and medium-sized
containerships, tankers and combination bulk
carriers, as well as general cargo vessels.
Shipowners and operators were asked to review
all preliminary designs in advance of awarding
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contracts for the second phase calling for the
development of detailed engineering plans.

Advanced Propulsion Systems

The Maritime Administration and the General
Electric Co. entered into a five-year cost sharing
contract which is directed towards the develop-
ment of heavy-duty gas turbines as marine pro-
pulsion systems in conjunction with improved
fuel analysis, treatment and handling systems.
Concurrently, development will be undertaken in
the areas of marinized regenerators for improved
thermal cycle efficiencies and the development
of reversing gas turbines for shipboard applica-
tions. The use of heavy-duty marine gas turbines
as propulsion systems offers potential economic
gains in both capital and operating costs when
conventional residual fuels can be satisfactorily
utilized as oppose