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THE SECHETARY OF COMIMIERCE
Washington, D.C. 20230

The President
President of the Senate
Speaker of the House of Representatives

Sirs:

It is my honor to submit the annual report of the Maritime Adminis-
tration, U.S. Department of Commerce. The report covers the Agency's
activities during fiscal year 1975 to promote and strengthen the American
merchant marine.

Although the Agency's programs are amply described in. the report, I
call your specific attention to the following:

* Shipbuilding continued at an unprecedented peacetime level
with a backlog of more than $4.4 billion in commercial contracts on
the books of American shipyards.

* Subsidized ship operators reported a net income of $120.9 million
for 1974 as compared with a net loss of $9.7 million the previous year.

* The U.S./U.S.S.R. Maritime Agreement continued to stimulate
American exports and provide employment for American merchant ships.

* ‘MarAd's research prégram continued to develop innovative
equipment, systems, and technology to improve the efficiency of the
shipping and shipbuilding industries.

* The importance of the Great Lakes maritime community was
highlighted by MarAd's opening of a Great Lakes Region and the award
of ship operating subsidy to provide American flag service linking
Great Lakes and overseas ports.

The report reveals that during the year the maritime industry made
substantial gains in improving the productivity and competitiveness
of the American merchant marine.

Respectfully,
QM—

Elliot L. Richardson

MARAD 1875



e
-

=

.

.

.

-

. m
e S

e
S s b
- e .
e 3
S S
. o
= . o e
e o =

-

S
e

o

.
.

.

S



INTRODUCTION

BY ROBERT J. BLACKWELL

ASSISTANT SECRETARY
FOR MARITIME AFFAIRS

The Nation's economic well-being
and national security are closely related
to U.S. strength at sea. The Maritime
Administration administers programs
designed to aid the development, opera-
tion, and promotion of a strong, modern
American merchant marine, an essential
component of U.S. seapower.

The innovative programs stemming
from the Merchant Marine Act of 1970
have provided a solid base for the growth
and modernization of the U.S. maritime
industry. The stability and forward-
looking attitude that the Act fostered has
enabled the maritime industry to better
withstand the fluctuations that so recently
beset all sectors of the U.S. economy.

Although much still remains to be
accomplished, the U.S. shipping and ship-
building industries have made consid-
erable progress in modernizing their
facilities and equipment and improving
their productivity since enactment of the
1970 legislation. Highlights of some of the
maritime industry’s major achievements
during fiscal year 1975 follow.

Shipbuilding

During fiscal year 1975 the Maritime
Administration awarded subsidized con-
tracts for the construction of three new
56,000 deadweight ton (dwt.) tankers.
In anticipation of an expected increase in
the refining capabilities of oil exporting
nations, these product tankers will be able
to carry such refined petroleum products
as naptha, gasoline, and diesel fuel as well
as crude oil. Of the total contract price of
$130.6 million, the Government will
pay $45.7 million in construction-
differential subsidy (CDS) and $300,000
for national defense features on the three
prodiict rarriers. MarAd also awarded
subsi .y ior reconstruction or conversion
work worth $63.5 million on eight existing
shir These contracts brought the total
v of subsidized shipbuilding activity
under the 1970 Act to more than $3
billinn, covering the construction or re-

wiruction of 82 merchant ships.

American shipyards delivered 12
subsidized and 13 unsubsidized new
merchant ships aggregating 1.2 million
dwt. during the past year. Ten of the 12
subsidized vessels had been ordered
under the Merchant Marine Act of 1970,
bringing to 19 the number of ships con-
tracted for and delivered under that law.
The 25 vessels delivered to the U.S. fieet
during fiscal year 1975 included six LASH
vessels, two ore carriers, one Roll-on/Roll-
off vanship, one tug-barge unit, and 15
tankers.

U.S. shipyards held orders for the
construction of 83 merchant ships aggre-
gating more than 8 million dwt. as of June
30, 1975. In addition, five vessels were
undergoing reconstruction or conversion.
Total value of the shipyards’ commercial
orderbook was more than $4.4 billion.

U.S. shipbuilding activity during the
past fiscal year reflected the uncertain
economic conditions that confronted
shipbuilders worldwide. Repercussions
from the 1973 oil embargo and the en-
suing price escalations have continued to
affect the tanker market. The drop in oil
consumption by the industrialized nations
that occurred during the past several
years has resulted in an ever-increasing
surplus of tankers. Tanker owners have
been forced to scrap or lay up some of
their existing tonnage and many cancelled
tanker tonnage on order.

Here in the United States, where the
tanker construction program is modest by
international standards, the effects of this
disruption were less severe than else-
where in the world. Nonetheless, there
were 22 U.S.-flag tankers in lay-up on
June 30, 1975, and nine tankers on order
in U.S. shipyards were cancelled during
the fiscal year.

Although the present world tanker
surplus is expected to continue for at least
the next two years, we anticipate that
market conditions in the United States
will improve more rapidly. Increased em-
ployment opportunities for tankers should
occur in the domestic trade with the
opening of the Alaska Pipeline and in the
foreign trade as a result of recent and pro-
jected Soviet purchases of U.S. grains.
Likewise, new ship orders for liguefied na-
tural gas (LNG) vessels, product carriers,
bulk and neobulk carriers, and intermodal
ships should be forthcoming as American-
flag operators continue their efforts to up-
grade the U.S. merchant fleet.

Title XI Guarantees

Under Title XI of the Merchant
Marine Act of 1936, MarAd guarantees
the principal and interest on commercially
placed mortgages and loans used to fi-
nance the construction or conversion of
ships and certain marine equipment.
With the Government guarantee behind
him, the private operator usually finds
it easier to obtain, at favorable interest
rates, the large amounts of capital needed
to modernize or expand his fleet.

MARAD 1975



During fiscal year 1975 guarantees
totaling approximately $699 million
were approved. As of June 30, 1975,
1,067 vessels and 2,138 lighters, with an
outstanding principal balance of $4.2
billion, were covered by contracis or
commitments under the program.

During the past year, both Houses of
Congress passed legislation that would
increase the present $5 billion limit on the
aggregate amount of unpaid principal that
can be guaranteed by the Government.
The Senate version raised the ceiling to $8
billion, the House to $7 billion. The two
versions were submitted to conference to
resolve the difference.

CCF & CRF Programs

To encourage the expansion and
modernization of all segments of the U.S.
merchant marine, MarAd administers the
Capital Construction Fund (CCF) and
Construction Reserve Fund (CRF) pro-
grams. Through participation in these
programs U.S. operators in the foreign
and domestic trades obtain tax-deferral
privileges on certain deposits.

Under the CCF program shipowners
operating in the foreign, Great Lakes, and
noncontiguous domestic trades may
deposit vessel and investment earnings
and capital gains on a tax-deferred basis,
provided the monies are used to acquire
or construct new vessels for these trades.
The number of CCF agreements in-
creased from 63 to 80 during the past
year. Asof June 30, 1975, there was $296
million on deposit in CCF accounts.

Operators participating in the CRF
program can defer the taxation of gain
from the sale or other disposition of a
vessel, provided the net proceeds are re-
invested in a2 new vesse! within three
years. Although all U.S. domestic and
foreign operators are eligible fo participate
in this program, it is used primarily by in-
fand waterway and domestic coastwise
operators. There were 12 CRF accounts
with a combined balance of $3 million as
of June 30, 1975.

Operating Aid

MarAd awarded three new long-term,
operating-differential subsidy (ODS}
contracts for the bulk trades and renewed
the 20-year contracts of three liner
companies.

As of June 30, 1975, there were 26
operators holding 29 ODS agreements
with the Agency. Of the 209 vessels cov-
ered under these agreements, 190 were
in operation and 19 were under construc-
tion. Special ODS contracts for the car-
riage of grain fo the Soviet Union covered
79 ships owned by 42 companies.

MarAd continued to monitor the
financial condition of subsidized opera-
tors, When problem areas were identified,
an ad hoc Agency team, with the com-
pany’s cooperation, analyzed operations
and provided recommendations for im-
proved profitability. Companies involved
have substantially benefited from these
reviews.

The financial position of subsidized
U.S.-flag ship operators improved
dramatically during the past fiscal period.
Astute management, combined with the
financial assistance provided by the Title
X1 Mortgage Guarantee, Capital Con-
struction Fund, and Operating-Differential
Subsidy programs, produced a combined
net income of $120.9 million, as com-
pared with a net loss of $9.7 million in
the previous year.

Great Lakes

The Agency’s activities in support of
the Great Lakes maritime industry were
greatly expanded during the past year.
MarAd established a new Great Lakes
Region with headquarters in Cleveland,
Ohio, and opened a Radar Training
School in Toledo, Ohio. Plans call for the
establishment of a marketing office in
Detroit, Mich., in addition to the existing
one located in Chicago, HL

This past year saw the return of
American-flag foreign trade service on the
Great Lakes, after an absence of more
than six years. Lykes Bros. Steamship
Co., Inc., initiated a monthly subsidized
service to Mediterranean and Black Sea
ports. A research contract awarded by
MarAd is evaluating other potential
overseas trade opportunities for U.S.-flag
shipping companies on the Great Lakes.

Ports

During fiscal year 1975 MarAd =~
placed increased emphasis on providing
technical and promotional assistance to
the Nation’s ports. The agency has under-
taken an extensive effort to rationalize the
development plans of neighboring ports
in order to reduce unnecessary and ex-
pensive duplication of facilities. Two area
studies were completed—one on Pacific
Northwest ports, the other on San Fran-
cisco Bay area ports. Future studies are
planned for other sections of the country.

To assist inland river ports, MarAd
and the East-West Gateway Coordinating
Council of St. Louis are investigating ways
to minimize the adverse effects of river
fevel fluctuations on dock operations.

A computer program was designed
to coordinate the movements of bulk
shipments through the Nation’s ports.
With U.S. grain exports projected to
increase significantly over the next
decade, this system should help to elimi-
nate the congestion and related problems
that occurred in the past under the stress
of heavy foreign grain purchases and
during naticnal emergencies. The pro-
gram wili be expanded to include pe-
troleumn and other bulk products.

Research and Development

A total of $33 million—$22 million in
Agency funds and $11 million in industry -
contributions—was expended in fiscal
year 1975 on maritime research and de-
velopment activities. The Agency en-
courages industry involvement in its R&D
programs to insure that funds are directed
to projects relevant to the industry’s
needs.

The Maritime Administration intro-
duced the concept of recoupment into its
procurement process this past year.
Under a recoupment agreement, the
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Government will be able to recover part
of the developmental costs from the sale
of technology or hardware developed
under a MarAd R&D contract. The com-
mercial sale of a marine gas turbine
developed under an Agency R&D pro-
gram should return between $250,000
and $750,000 to the Government over a
two-year period.

Several projects focused on up-
grading marine communications.
MARISAT, a sateliite communication
systern, is being tested by six U.S.-flag
shipping companies operating on major
ocean trade routes. About half of the
Great Lakes bulk carrier fleet is partici-
pating in tests of a new VHF-FM tele-
communications system that permits
direct dialing into commercial telephone
lines without operator assistance.

A combination of VHF-FM radio
contact and leased telephone lines is em-
ployed in a communications system that
MarAd developed for inland waterway
vessel operators. In the next phase of this
project, eight VHF-FM stations will be
constructed along the lower Mississippi
River and VHF radio equipment will be
installed aboard 25 river vessels in prepa-
ration for initial testing and evaluation of
the system. :

The number of energy-related
research projects undertaken by the
Agency has increased significantly. In
light of escalating crude oil costs, MarAd
is investigating the feasibility of using
lower-grade diese! fuels and fuels ex-
tracted from alternative sources, such as
coal and tar sands and shale. Under
MarAd auspices an ore carrier made a
successful test run on the Great Lakes
operating on heavy fuel derived from
shale oil.

The Agency awarded several R&D
contracts during the year to further
improve the design and operational
efficiency of marine engines.

U.S./U.S.S.R. Relations

A 1972 Maritime Agreement ushered
in a new era of improved commercial
relationships between the United States
and the Soviet Union. Not only has trade
between the two countries expanded, but
maritime officials and scientific personnel
have undertaken cooperative programsin
the areas of port and cargo operations,

handiing of hazardous cargo, port man-
agement training, and marine terminal

technology and control systems under the
1973 U.S./U.S.S.R. Agreement on Co-
operation in the Field of Transportation.

The Soviet and American maritime
delegations met several times during the
year to discuss the terms of a new mari-
time agreement to replace the 1972
agreement which expired December 31,
1975. The other major topic at the meet-
ings was the freight rate to be paid U.S.
operators carrying grain to the Soviet
Union.

Because of distortions in interna-
tional shipping markets, both countries
agreed to discontinue use of the index
system that had been employed to com-
pute the U.S. Gulf/Black Sea freight rate.
At the end of the fiscal year agreement
had not been reached on a new index.
{In September 1975, however, both sides
agreed to a new index system that guaran-
teed a minimum freight rate of $16 per
ton for American operators engaged in the
U.S.S.R. grain trade through December
31, 1976.)

Emergency Preparedness

MarAd continued to work closely
with other Government agencies to foster
the development of strong U.S. shipping
and shipbuilding industries capable of
supporting the Nation’s armed forces in
times of national emergency.

Existing American shipbuilding
capacity was analyzed in a MarAd/Navy/
Office of Management and Budget study.
It concluded that sufficient shipyard
capacity and materials existed to meet
current commercial and naval ship con-
struction requirements. Another study
underway during the year examined
shipyard mobilization capabilities that
would be required in the event of interna-
tional conflicts of varying duration.

To enhance the ability of the U.S.
merchant fleet to provide logistical sup-
port to the armed forces, MarAd and the
Navy have undertaken a joint research

program to develop modules and other
equipment that could be quickly installed
aboard commercial container-ships,
making them suitable for underway re-
plenishment and sealift missions.

U.S. merchant fleet mobilization
capabilities were greatly enhanced by the
establishment during the past year of the
Merchant Vessel Locator Filing System
(USMER). This system, which was sched-
uled to become fully operational in
November 1975, requires all U.S.-flag
merchant ships operating in the foreign
commerce to keep national authorities in-
formed of their at-sea locations and their
port arrivals and departures.

To insure effective control and
efficient operation of U.S. seaports during
a national emergency, the Agency pre-
pared an inventory of the Nation’s port
facilities and cargo-handling capabilities.

MARAD 1875
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Chapter 1

Shipbuilding

Contract Awards

During fiscal year 1975 the Maritime
Administration (MarAd) granted CDS to
build three product tankers. The Govern-
ment will pay $45.7 million or 35.08 per-
cent of the total contract price of $130.6
million. CDS is provided to offset the
higher cost of building foreign trade
vessels in the United States, rather than in
lower-cost foreign shipyards. (See Appen-
dix I for vessels under CDS contracts on
June 30, 1975.}

Besides subsidizing the construction
of three new vessels, MarAd awarded
CDS for reconstruction work on eight ex-
isting ships. Container capacity was in-
creased on four vessels, general cargo
stowage space was enlarged on two
breakbulk freighters, and the reduction
gears and shafting systems were modified
on two Lighter-Aboard-Ship (LASH)
vessels. Of the total reconstruction cost of
$63.5 million, the Government will pay
$22.6 million in subsidy.

The limited number of contract
awards during the past fiscal year reflected
the adverse impact that the depressed
tanker market had on shipbuilding ac-
tivities worldwide. The emphasis on the
construction of very large crude carriers
(VLCCs) shifted as a result of a quad-
rupling of OPEC (Organization of Pe-
troleum Exporting Countries) oil prices,
consequent worldwide energy conserva-
tion, and the declining demand for tanker
tonnage.

Private contracts were awarded for
the construction of 18 ships with a dead-
weight tonnage of more than 2.1 million
{see Table 1). These ships, valued atmore
than $906 million, comprised six ore
carriers, 11 tankers, and one Roll-on/Roll-
off (RO/RO) vanship.

As of June 30, 1975, there were 83
deep-draft merchant ships, with a total
deadweight of more than 8 million tons,
on U.S. shipyard orderbooks, compared
to 96 vessels a year earlier. Of these 83
vessels having a contract vaiue of $4.3
billion, 39 were being built with both CDS
and Title Xi Federal Ship Financing Guar-
antees. Ofthe remaining 44 vessels which
were being financed privately, 11 carried
Title XI Guarantees.

A slow-down in international offshore
oil exploration and an oversupply of off-
shore drilling units significantly reduced
new construction contracts for offshore
drilling rigs. At mid-1975 new drilling rigs
on order or under construction in Ameri-
can yards totaled 37, compared to 42 at
the same time in 1974. A substantial num-
ber of the rigs had Government financing
guarantees.

Construction Subsidy

To equalize the disparity between
U.S. and foreign shipbuilding prices,
MarAd is authorized to pay a construction-
differential subsidy. (See Appendix Il for
CDS expenditures since 1936.) To be
eligible for CDS, a vessel must be built in
the United States, owned by an American
citizen, manned by an American crew,
and operated under the U.S.-flag in the
Nation’s essential foreign commerce.

On June 30, 1975, CDS was being
paid for the construction of 39 new ships
and the reconstruction of five vessels (see
Appendix ). Construction and recon-
struction costs for these 44 vessels totaled
almost $2.5 billion, of which $&16 million
will be paid by the Government. The new
ships being built with CDS comprise 26
tankers, nine liquefied natural gas (LNG)
carriers, and four RO/ROs.

During fiscal year 1975 CDS con-
tracts for the construction of one 225,000
dwt. tanker and three 89,700 dwt. tankers
were cancelled.

There were 51 CDS applications
pending at the close of the fiscal year.
They covered a total of 148 new vessels,
consisting of 89 tankers, 33 LNGs, 10
ore/bulk/oil (OBO) carriers, six tug-barge
combinations, four bulk carriers, three
heawy-lift cargo vessels, two container-
ships, and one mini-LASH.

To minimize delays in processing the
payment of CDS to the shipyards, MarAd
adopted a new procedure during the fiscal
year. Payments are now made by the
Finance Office of the MarAd region in

which the shipyard is located rather than
from Washington, D.C. By reducing the
need for short-term loans for working
capital, this change in financial procedures
has resulted in significant savings in ship-
yard operating costs.

Ship Deliveries

Twenty-five new vessels, aggregating
1.2 million dwt., were delivered by
American shipyards during fiscal year
1975 (see Table 2). In addition, subsi-
dized reconstruction work on the cargo
ship JEFF DAVIS, owned by Waterman
Steamship Corp., and the LASH ATLAN-
TiCO and LASH PACIFICO, owned by
Prudential Lines, Inc., was completed.

The following 12 subsidized vessels
were delivered during the year:

» the LASH vessel SAM HOUSTON to
Waterman Steamship Corp. for its
U.S. Atiantic and Gulf/India, Pakistan,
and Sri Lanka trade;

s the LASH vessels GREEN VALLEY,
GREEN HARBOUR, and GREEN
ISLAND to Central Guif Steamship
Corp. for Gulf/Southeast Asia service;

= the 89,700 dwt. crude oil tankers
GOLDEN DOLPHIN, GOLDEN
ENDEAVOR, and GOLDEN MON-
ARCH to Aeron Marine Shipping Co.
for worldwide operations;

» the 38,300 dwt. product tankers
CHERRY VALLEY and CHELSEA
to Margate Shipping Co. for world-
wide operations;

« the 225,000 dwt. crude oil tanker
WILLIAMSBURGH to Tyler Tanker
Corp. for worldwide buik trade; and

s the LASH vessels LASH ATLANTICO
and LASH PACIFICO to Prudential
Lines, Inc., for U.S. East Coast/Medi-
terranean service.

MARAD 1975



This hydrofoil was constructed with the aid of
MarAd’s Title XI program. Ii is being loaded on
an American-flag ship bound for Hawaii where
it will be employed @s an inter-island ferry.

Ten of these 12 vessels had been
ordered under the Merchant Marine Actof
1970, bringing to 19 the number of ships
contracted for and delivered since enact-
ment of the law.

1.S. shipyards also delivered 13
vessels built without subsidy:

« seven 25,000 dwt. product tankers to
Marine Ship Leasing Corp. for charter
to the Military Sealift Command;

s one 120,000 dwt. crude oil tanker
to Atlantic Richfield Co.;

s two self-unloading bulk carriers for the
Great Lakes trade—one each for Kins-
man Marine Transit Co. and Ameri-
can Steamship Co.;

» one RO/RO vanship to Transamerican
Trailer Transport, Inc. for the East
Coast/Puerto Rico trade;

s one 35,000 dwt. integrated tug-barge
to Seabulk Tankers, Ltd.; and

» one 7,200 dwt. product tanker to
Cleveland Tankers, Inc.

Deliveries of oceangoing merchant
vessels by major shipbuilding nations
during calendar year 1974 are shown in
Appendix [IL

Title XI Guarantees

The Federal Ship Financing Program
was established pursuant to Title XI of the
Merchant Marine Act of 1936, as
amended in 1972, It authorizes the Secre-
tary of Commerce, acting through the
Assistant Secretary for Maritime Affairs,
to guarantee obligations made to finance
the construction, reconstruction, and re-
conditioning of vessels and certain marine
facilities and equipment. In the event of
default by the shipowner, the U.S. Gov-
ernment guarantees payment of any
principal and interest on the obligation.

The program encourages financial
institutions to provide shipowners with
long-term financing on favorable terms
and conditions at interest rates that are
comparable to those available to large,
financially diversified corporations.
Hence, ship operators can more easily
obtain the large amounts of capital
needed to modernize their fleets.

Since 1972 Title X! also has author-
ized refinancing of certain mortgages but’
only in the amounts outstanding and
subject to statutory determinations by the
Secretary of Commerce.

On June 30, 1975, the ceiling on the
aggregate amount of unpaid principal that
could be guaranteed by the Government
was $5 billion. Early in 1975 the U.S.
Senate and House of Representatives
passed legislation that would have raised
the ceiling to $8 billion and $7 billion,
respectively. The differences between the
two bills had not been resolved at the end
of the fiscal year.

Appiications were approved for
guarantees totaling approximately $699
million during fiscal year 1975 (see Ap-
pendix V). These guarantees covered 10
deep-draft vessels (4 of which were
second mortgages), 64 ocean tugs or
barges, 194 river tugs or barges, 14 drill
rigs, 37 offshore drill service vessels, and
410 LASH tighters.

In addition, based on commitments
made in previous fiscal years, guarantees
were placed on 387 vessels of various
types and 590 lighters.

Title XI applications approved and
contracts in force on June 30, 1975, had
a total outstanding principal balance of
$4.2 billion and covered 1,067 vessels
and 2,138 lighters (see Tabie 3).

Pending applications for ship fi-
nancing guarantees, as of June 30, 1975,
encompassed construction or reconstruc-
tion of 488 vessels and 575 shipboard

lighters. The estimated total amount of the
guarantees for these projects was $2.9
billion {see Table 3}.

The Revolving Fund of the Federal
Ship Financing Fund received $11.7 mil-
lion in netincome during the year, making
the Fund’s retained incorne $67.1 million.
This Fund is used to help underwrite the
Government's guarantee and to pay the
program’s cost.

Capital Construction Fund

The Capital Construction Fund
{CCF) program was created by the 1970
amendment to the Merchant Marine Act
of 1936 to assist operators in accu-
mulating the large amounts of capital
necessary to build or reconstruct ships.
Any U.S. ship owner or operator engaged
in foreign, Great Lakes, and noncontigu-
ous domestic trades is eligible to par-
ticipate in the program.

Any U.S. citizen owning or leasing an
eligible vessel may enter into an agree-
ment with MarAd to obtain tax-deferral
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privileges on certain deposits or other
property placed in a CCF. Eligible de-
posits inciude earnings from the operation
of a vessel, proceeds from the sale of a
vessel, and earnings from the investment
of accumulated assets in the Fund.

The number of individual and con-
solidated CCF Agreements increased
from 63 to 80 during the year. Operators
holding CCF Agreements are listed in
Appendix V. As a result of these Agree-
ments, the ship operators are committed
to acquire, construct or reconstruct
vessels, barges, and containers worth over
$4.9 billion during the next two decades.

During fiscal year 1975, the CCF
holders deposited $237 million into their
accounts. Since inception of the program,
$546 million has been deposited in CCF
accounts and qualified withdrawals have
been made as foliows: $64 million for new
construction, $66 million for reconstruc-
tion of existing vessels, $81 million for
payment of debt obligations and $39 mil-
lion for acquisition of ships. As of June 30,
1975, the CCF balance was $296 million.

In the past, approximately 25 percent
of CCF monies has been used for new
construction, 26 percent for the acquisi-
tion of new vessels, 33 percent for re-
construction, and 16 percent for payment
of indebtedness on existing vessels. In the
future, it is anticipated that more than 80
percent of the Funds will support the con-
struction of new vessels generating
approximately $4.3 billion worth of work
for American shipyards. About $3.1
billion of these construction expendi-
tures will be for vessels employed in U.S.
foreign trade. Additionally, $598 million
will be spent for noncontiguous domestic
trade vessels and over $604 million for
Great Lakes vessels.

Construction Reserve Fund

To encourage the upgrading of the
U.S.-flag fleet, the Construction Reserve
Fund {CRF} permits eligible parties to
defer the taxation of capital gains from the
sale or disposition of a vessel, if the net
proceeds from the transaction are de-
posited in a CRF and reinvested in a new
vesse! within three years. Because the
benefits of the CRF program are some-
what similar to but not as broad as the
benefits of the CCF program, the CRF is
used predominately by vessel owners
who operate on the inland waterways or
in other trades not eligibie to participate
in the CCF program. '

During fiscal year 1975, 14 fund
holders maintained an aggregate average
balance on deposit of over $2.5 million.
Five of the fund holders made with-
drawals totaling $2 million for the con-
struction of new vessels.

Three CRF accounts were closed
during the past year by fund holders who
had completed their new construction
objectives, and one new CRF account was
established. As of June 30, 1975, there
were 12 existing CRF accounts with a total

balance of over $3 million (see Appendix
VI).

Sea Trials

Personnel of MarAd’s Office of Ship
Construction participated in the official
trials of 61 vessels during the fiscal year to
ensure that the basic requirements of the
construction contract and specifications
were met. Of these 61 vessels, eight were
built with CDS and 53 were financed
under the Title XI program.

This boiler is being installed aboard a VLCC
under construction in Brooklyn, N.Y.

Ship Design

As a part of the Agency’s continuing
effort to maintain a mobilization base for
merchant shipping in the event of a na-
tional emergency, MarAd completed a
series of design studies to determine the
cost and feasibility of converting troop-
ships now in the National Defense Re-
serve Fleet to general cargo ships. After
selecting a representative P2 ship, two
conversion designs were prepared: one
for a full conversion, which included up-

- grading habitability standards and

cargo capabilities, and the second for a
partial conversion, which focused on pro-
viding cargo lift capability at minimum
cost. A third conversion design was com-
pleted using 2 World War I Viciory
troopship as a base hull.

Another part of this emergency pre-
paredness effort involved completion of a
study which determined the cost and
feasibility of modernizing the remaining
Victory cargo ships in the Reserve Fleet.
Experience with manning Reserve Fleet
vessels activated during the Vietnam con-
flict had indicated that habitability stand-
ards were-inadequate to attract sufficient
crew members in any type of emergency,
except perhaps an all-out war.

In another project, the Agency de-
veloped a conceptual nuclear ship design
for a single hull form, which can be
utilized as a barge carrier or a full con-
tainership. The design was developed
primarily for use as a standard against
which commercial nuclear designs sub-
mitted by contractors to MarAd could be
compared and evaluated.
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A 20,000 dwt. RO/RO vanship under
construction. Note the stern ramp (foreground)
which permits cargo vans to be driven on and
off the ship.

A computer program for the pre-
liminary design of a liquid bulk carrier was
developed and made available to the
industry. The program permits determi-
nation of optimum ship characteristics
based on current construction and op-
erating costs.

A study on tanker ballasting ex-
plored the limits of light ballast operations
and discussed incentives to encourage
such operations. Based on the early ex-
periences of ship masters who attended
the 1973 Intergovernmental Maritime
Consultative Organization Marine Pollu-
tion Conference, a significant savings in
fuel as well as improved maneuvering
characteristics could be achieved if speci-
fied ballast levels were maintained.

Value Engineering

By promoting the development and
application of design and engineering
innovations, the Value Engineering Pro-
gram attempts to lower the cost of ship
construction without impairing essential
vessel design characteristics. Information
about new developments is relayed to
U.S. shipbuilders through MarAd'’s active
participation in the Value Analysis Com-
mittee of the Shipbuilders Council of
America.

Potential savings of $1.9 million were
achieved in fiscal year 1975. Since the
program’s inception in 1957, cumulative
savings have amounted to $30.2 million,
an average of more than $1.5 million
per year.

Shipyard Improvements

All major American shipyards have
made substantial dollar investments in
plant improvements during the past
several years. Since enactment of the
Merchant Marine Act of 1970, the U.S.
shipbuilding industry has invested in
excess of $738.7 million in modernization
of facilities and capital improversents, of
which $221 million was expended during
fiscal year 1975.

.

Despite the present uncertainties in
the worldwide shipbuilding market, U.S.
shipyards plan to spend approximately
$279 million for facility improvements
during fiscal year 1976. Most of these ex-
penditures, however, are part of long-
term modernization programs.

The following are selected examples
of modernization projects at five major
yards:

Newport News Shipbuilding and Dry
Dock Co., Commercial Ship Division,
Newport News, Va.

This firm has committed $180 million for
a new commercial yard scheduled for
completion in June 1976. Newport News
is constructing a new building basin 1,600
feetlong, 250 feet wide, and 44 feet deep
that will be the largest in the United States
when completed. Also being installed
are a steel preparation building, panel

shop, sub-assembly areas, and a 900-ton
Goliath crane.

Avondale Shipyards, Inc., New
Orleans, La.

Avondale’s $42 million expansion pro-
gram was scheduled for completion by
October 1975. Under construction were
new building ways on which two ships,
each 960 feet by 176 feet, can be built
simuitaneously and a 900 foot by 260
foot floating drydock to be used for
launching new ships and for major con-
version work.
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General Dynamics Corp., Quincy
Shipbuilding Division, Quincy, Mass.

General Dynamics’ $40 million moderni-
zation program, begun in 1973, was
completed in mid-1975. Two conven-
tional inclined shipways were converted
to large building basins to enable the yard
to construct LNGs. In addition to its
modernization program, the yard also
committed in excess of $50 million for
new tools, machinery, and buildings at its
recently acquired Charleston, S.C. facility
that fabricates spherical aluminum tanks
for LNG carriers.

Sun Shipbuilding & Dry Dock Co.,
Chester, Penna.

Upon completion of its $40 million ex-
pansion program in late 1975, Sun Ship
will be capable of building vessels as large
as 400,000 dwt. Two major features of the
program are the construction of a large
floating drydock and a “‘shipbuilding plat-
form’’ capable of simultaneously building
two halves of a ship 1,400 feet long or
simultaneously building two smaller ships,
700 feet in length or less.

National Steel and Shipbuilding Co..
San Diego, Calif.

NASSCO’s $20 million expansion and
modernization program, scheduled for
completion in February 1976, will enable
the yard to build 190,000 dwt. ships. In
its new building basin, NASSCO will be
able to produce ships with a length of
1,000 feet and a width of 170 feet, com-
pared to the previous maximum size of
900 feet by 106 feet.

EEO—Shipyards

The Maritime Administration is re-
sponsible for insuring that Government
contractors in the maritime industries
provide equal employment opportunities
(EEO) to all Americans regardless of race,
color, religion, sex, or national origin.
Through its Office of Civil Rights, MarAd
conducts EEO compliance reviews at con-
tractor facilities to audit employment
practices and affirmative action programs.
Where discriminatory practices are en-
countered, corrective programs were ini-
tiated. The construction and repair
facilities that MarAd monitors account for
80 percent of the industry’s total em-
ployment.

Minority employment at American shipyards
has risen dramatically since 1969.

Minority group employment rose by
56.8 percent between 1969 and 1975,
while total industry employment in-
creased 9.1 percent over the same period.
Minorities represented 19.6 percent of
shipyard workers in 1969 and 28.2 per-

cent in 1975.

Minority representation in skilled and
white collar-salaried positions—both indi-
cators of progress in the quality of jobs
held—also improved. In 1975 minority
employees accounted for 30.6 percent of
the skilled workforce, compared to 17.7
percent in 1969. This represents a 69.2
percent gain over the six-year period.
Minority white collar-salaried representa-
tion rose 200 percent between 1969 and
1975. Minority workers, who occupied
only 3.6 percent of white collar positions
in 1969, now fill 10.8 percent of shipyard
salaried jobs.

As a result of MarAd's EEO pro-
grams, total female employment in the
shipbuilding industry has risen 92 percent
since 1969. Women accounted for 7.3
percent of the 1975 workforce, up from
3.8 percent in 1969. More women are
being hired as machinists, shipfitters, and
electricians, and for other jobs which were
previously open only to males. In 1969,
women held 159 blue collar jobs, repre-
senting 0.2 percent of all blue collar
workers; by 1975, this had risen to 3,800
jobs, or 4.4 percent of the blue collar
workforce.

MBE Program

In 1973, the Agency initiated a
Minority Business Enterprise (MBE) Pro-
gram to foster greater opportunities for
minority entrepreneurs in the maritime
industry. Working together with another
Department of Commerce agency, the
Office of Minority Business Enterprise,
MarAd personnel encouraged U.S.
shipbuilding and shipping companies to
utilize the capabilities of minority contrac-
tors. During fiscal year 1975, minority
contractors furnished goods and services
worth more than $9 million to the U.S.
maritime industry.
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Chapter 2

Status of U.S. Fleet

On June 30, 1975, there were 583
oceangoing vessels of 14.6 million dead-
weight tons (dwt.) in the privately owned
U.S. merchant marine (see Appendix
VII). The fleet consisted of 518 vessels
in active status and 65 vessels in an inac-
tive status. This fieet had an average
deadweight of 26,060 tons, an average
age of 17 years, and an average speed of
18 knots.

The 518 vessels in active status
‘aggregated approsimately 12.9 million
dwt. and comprised 142 freighters, 219
tankers, 15 bulk carriers, 136 intermodal
vessels {containerships, barge-carrying
vessels, and RO/RO vanships), and 6
combination passenger/cargo ships. Of
the 65 vessels in an inactive status 30
were laid up and 35 were temporarily in-
active, either awaiting cargoes or un-
dergoing repairs.

Areas of employment of U.S. mer-
chant vessels are presented in Appendix
VIl The world’s 15 largest merchant
fleets, as of June 30, 1975, are listed in
Appendix X

A composite picture of the financial
status of U.S.-flag operators, both sub-
sidized and unsubsidized, is presented in
the Combined Condensed Financial
Statements {(Appendix X). Table 4 pre-
sents the status of the Capital Reserve
Funds held by U.S. operators as of June
30, 1975. :

Operating Subsidy

The Maritime Administration is au-
thorized to pay operating-differential sub-
sidy (ODS) to U.S. shipping companies to
offset the higher cost of operating a vessel
in foreign trade under the American flag
than under a foreign flag. In past years
this form of aid generally covered wages,

~ The LASH vessel GREEN VALLEY and two
sisterships, constructed with the aid of CDS,
- provide regular U.S.-flag service between U.S.
Gulf and East Coast ports and Southeast Asia.

insurance, maintenance and repairs not
compensated by insurance, and subsis-
tence of officers and crews on passenger
ships. However, to reduce the industry’s
dependence upon subsidy, three new
contracts executed during the fiscal year
do not provide for subsidy payments for
hull and machinery insurance premiums
and maintenance and repairs not com-
pensated by insurance.

All modern cargo vessels, including
oulk carriers, that operate in an essen-
tial foreign trade are eligible for ODS. To-
tal payments during fiscal year 1975
amounted to $243.2 million (see Appen-
dices XI and XlI for ODS accruals and
expenditures).

Regular ODS

During fiscal year 1975 six new long-
term {20-year) ODS agreements were
executed. At year’s end 26 operators (10
liner and 16 bulk) held 29 ODS agree-
ments with the Agency (see Appendix
XIil). Although 209 vessels were covered
under these agreements, only 190 were
in operation on June 30, 1975. The bal-
ance were either under construction or
on order.

Payments during fiscal year 1975
pursuant to these regular ODS agree-
ments totaled $237.4 million. ODS ac-
cruals from January 1, 1937, to June 30,
1975, totaled $4,443.8 million; recapture
amounted to $238.2 million, leaving a
net accrual as of June 30, 1975, of
$4,205.6 million. Of the net accrual,
$4,101.6 million has been paid out, leav-
ing an estimated unpaid balance of $104
million at the end of the fiscal year (see
Appendix XI).

Contract Auditing

Prior to the enactment of the Mer-
chant Marine Actof 1970, subsidized liner
operators could not be paid the final 5
nercent of accrued GDS until their annual
accountings had been reviewed and
approved by the Maritime Administration.
During fiscal year 1975 such final pay-
ment audits were completed for 10 liner
operators, generally covering the period
from 1969 through 1971.

The Merchant Marine Act, as
amended in 1970, provided for payment
on a monthly basis of 100-percent of the
accrued wage subsidy, without awaiting
final audit. During the fiscal year wage
subsidies were paid on a 100 percent
basis to 10 liner and four bulk operators
under the provisions of the 1970 Act.

Audits completed during the fiscal
year resulted in reduced billings of ap-
proximately $1.4 million to the Govern-
ment.

Uniform Accounts

During fiscal year 1975 the Maritime
Administration continued its efforts to
automate the various maritime aids
programs,

The Cost Information Reporting Sys-
tem (CIRS) was completed, providing a
computer capability that will benefit both .
MarAd and the maritime regulatory
agencies, as well as the maritime indus-
try, and provide cargo information and
detailed voyage accounting.

Implementation of the system has
been postponed, pending legislative
authority to require all U.S.-flag opera-
tors carrying military cargo to record and
report their costs. )

A new Voyage Performance Report-
ing System was developed in cooperation
with subsidized companies. Data col-
lected under this system will be used to
provide a data base for another computer
system which wiil be used in economic
analyses of the shipping industry.

Contract Awards

New 20-year operating subsidy
contracts were awarded to Farrell Lines
Inc., Delta Steamship Lines, Inc., Moore-
McCormack Lines, Inc., Ajax Marine
Shipping Co., Achilles Marine Co., and
Athena Marine Shipping Co.

In the new ODS contracts with the
three liner companies—Farrell, Delta, and
Moore-McCormack—expenses for hull
and machinery insurance and mainte-
nance and repairs not compensated by
insurance are ineligible for subsidy.
Exclusion of these two types of expenses
from subsidy participation is expected to
result in savings of approximately $59
million.
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Ajax will operate one 56,000 dwit.
tanker now on order and Athena will
operate a 56,000 dwt. tanker currently
on order for United Shipping, Inc. Achilles
has entered into a partnership with Aeron
Marine Shipping Co. and Golden Eagle
Refining Co., Inc., for the construction of a
56,000 dwt. tanker which Achilles will
operate. When completed these three
tankers will be operated in worldwide bulk
service.

In April 1975, MarAd approved an
ODS application by Lykes Bros. Steam-
ship Co., Inc., for regular service between
U.S. Great Lakes ports and the Medi-
terranean area, Africa, and Southwest
Asia. When this service was instituted in
May 1975, itwas the first regular U.S.-flag
service linking the Lakes and overseas
areas since 1969,

Pending Applications

Eleven ODS applications from non-
subsidized operators were pending at the
end of the fiscal year.

American Heavy Lift Shipping Co.
has applied to provide a heavy-lift cargo
service between U.S. and foreign ports.
Cove Tankers Corp. seeks ODS to op-
erate two tankers between the United
States and the Soviet Union. National

Shipping Corp. requested ODS to carry
dry bulk cargoes from the Canadian
West Coast to the U.S. East Coast. Prairie
Shipping, Inc.’s application covers the
transportation of bulk and general cargoes
between Great Lakes ports and Northern
Europe. Suwannee River Lines, Inc.,
seeks ODS to transport liquid bulk chemi-
cals between the United States and the
Soviet Union.

Filing ODS applications for world-
wide operations with ore/bulk/oil carriers
or tankers were: Farrell Tankers, Inc;
Hedge Haven Corp.; Multi-Carriers, Inc.;
Tankers Holding, Inc.; Waterman Car-
riers, Inc.; and Zapata Western Ship-
holding, Inc.

In addition to these applications from
non-subsidized operators, three com-
panies with existing ODS contracts have
applied for operating subsidy to provide
for additional sailings or other services as
follows:

« American Export Lines, Inc.—for
service from U.S. North Atlantic ports
to ports in the United Kingdom and
Western Europe (Trade Route
5—7—8-9) and to Scandinavia
(Trade Route 6), and for service from
U.S. South Atlantic ports to the
United Kingdom and Western Europe
{Trade Route 11).

s States Steamship Co.—for increased
sailings on its Transpacific Far East
Service {Trade Route 29).

=« Waterman Stearnship Corp. —for
services from poris on the U.S. North
Atlantic Coast to those in the United
Kingdom and Western Europe (Trade
Route 5—7—8—9) and Scandinavia
(Trade Route 6), and from U.S. South
Atlantic ports to ports in the United

The 225,000 dwt. tanker WILLIAMSBURGH
was the largest vessel delivered by an American
shipyard during fiscal year 1976.

Kingdom and Western Europe (Trade
Route 11). Waterman also has appli-
cations pending for new long-term
ODS contracts for service from U.S.
Atlantic ports to the Far East (Trade
Route 12}, U.S. Guif to Western
Europe (Trade Route 21), and U.S.
Gulf to the Far East {Trade Route 22).

= American President Lines, Ltd., for a
long-term renewa! of its ODS agree-
ment for transpacific freight service
(Trade Route 29), and U.S. Atlantic,
Gulf and Pacific ports to ports in
Indonesia and Malaya (Trade Route
17).

Subsidy Index

The Subsidy Index System em-
bodied in the 1970 Act provides for the
payment of wage subsidies in per diem
amounts. The rate of change in the index,
computed annually by the Bureau of
Labor Statistics, is used as the measure of
change in seafaring employment costs.
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Since the collection of foreign cost data
takes several months, the Maritime Sub-
sidy Board establishes tentative subsidy

rates within 90 days of the beginning of

each fiscal year. The tentative fiscal year
1975 rates for all subsidized vessels were
completed in September 1974

MarAd completed all final 1971 sub-
sidy rates. For calendar year 1972, 69 of
the 126 final rates applicable to liner and
passenger vessels in liner service and 78 of
the 136 final rates applicable to the Soviet
Grain Program were completed. -

Soviet Grain ODS

From October 1972 when the U..S.,/\

U.S.S.R. Maritime Agreement was
. signed, U.8.-flag ships have participated
_in the carriage of over 24 million metric
tons of grain purchased by the Soviet
Union. During this period American-flag
ships carrying 5.3 million metric tons of
grain made 154 voyages to Soviet ports.

As of June 30, 1975, 42 operators
held short-term ODS agreements cover-
ing 79 vessels for the carriage of agricul-
tural commodities from U.S. portsto ports
in the U.S.S.R. (see Appendix XIV).

Payments during fiscal year 1975
under the special Soviet Grain Agree-
ments totaled $5.7 million. Twenty-six
U.S. bulk vessels were fixed for 45
voyages during calendar year 1974 and
accrued $8.3 million in operating-
differential subsidy.

The ODS agreements provide
that one year after termination of the
grain voyage the operators shall submit
their actual subsidized costs to determine
the total subsidy due on each voyage
completed. On June 30, 1975, 97 audits
of cost submissions had been completed
for the 111 voyages terminated through
June 30, 1974, permitting the determina-
tion of final subsidy rates and payments
to the operators.

Since the program began in fiscal
year 1973, operators have aecrued $57.6
million in ODS. Of this accrual, $47 mil-
lion has been paid, leaving an estimated’
unpaid balance of $10.6 million at the end
of the fiscal year (see Appendix XIJ.

In addition to exporting grain
cargoes, these vessels were able to im-
port substantial amounts of crude oil and
petroleum products on return voyages.

It is expected that the number of
operators and vessels involved in the
Soviet Grain Program will increase -in
anticipation of future large grain pur-
chases by the U S.SR

Contract Awards

During 1975 one new operator with
three ships was awarded an ODS contract
under the Soviet Grain Program, and
eight existing operators, each with one

vessel, terminated their ODS contracts.

- Grain Rates

During fiscal year 1975 the ‘freight

- rates paid by the Soviet Union for the
carriage of U.S. grain ranged from a high

of $16.13 to a low of $9.50 a ton. The
index system based upon the monthly
average voyage charter rates for the
carriage of heavy grains from U.S. Gulf
ports to ports in the Holland/Belgium

' range was discontinyed in March 1975

since .this trade became abnormally dis-
torted and did not provide a fair and
reasonable U.S. Gulf to Soviet Black Sea

freight rate. Until a new rate was nego- °

tiated, a fixed freight rate of $9.50 per ton
was agreed to for U.S.-flag fixtures made
by June 30, 1975,

In September 1975 the Soviet Union
agreed to a rate based on a new index
system with a minimum rate of $16 per
ton to be-paid to American vessels trans--
porting grain to the Soviet Union between
September 22, 1975, and December 31,
1976. The payment of this rate during
calendar year 1976 depended upon the
execution of a new maritime ‘agreement
between the two nations which became

-effective onr January 1, 1976.

' Passenger Ships

On August 30, 1974, Pruderitial
Lines, Inc., forfeited the passenger vessel
SS SANTA ROSA to the U.S. Govern-
ment pursuant to the sole recourse pro-
vision of the Title XI Guarantee on the

- vessel. On April 14, 1975, the Govern-

ment sold the vessel to Vintero Sales
Corp. The SS SANTA ROSA was trans-
ferred to Venezuelan-flag and registry and

and was to be operated in the Caribbean -
" cruise trade by Vintero as a joint venture

with Veneolana de Cruceros del Caribe
C.A. The SANTA ROSA was the last
vessel authorized for foreign sale under
the Passenger Ship Sales Act (Public Law
92-296). Four other vessels were pre-
viously sold under the Act.

Public Law 93-330, signed on June
30, 1974, authorized the sale of the SS
INDEPENDENCE, owned by American
Export Lines, inc. On July 3, 1974,
authorization to sell the vessel to Atlantic
Far East Lines, Inc., was granted and the
sale was consummated. The vessel was
transferred to Liberian flag and registry to
be operated as a passenger vesse!l in the
worldwide cruise trade.

The passenger liner SS UNITED
STATES, acquired by the Maritime Ad-
ministration under Public Law 92-256 on
February 5, 1973, remained in lay-up
status at Norfolk, Va. Several proposals to
reinstate the vessel in service were re-
ceived during the fiscal year but were

~ denied for various reasons, ranging from

lack of financial backing to uses not in
accordance with the requirements im-
posed by P.L. 92-296. However, the

- Agency continued to seek a qualified pur-

chaser. At the close of the fiscal year, a
new Invitation to Bid on the vessel was
being prepared..

On June 30, 1975, the active U.S.-
flag passenger fleet consisted of the SS

"MARIPOSA and the SS MONTEREY,

operated by Pacific Far East Line, Inc., in
the Pacific trade, and four combination
passenger/cargo vessels, the SSs SANTA .
MAGDALENA, SANTA MARIA, SANTA

- MARIANA, and SANTA MERCEDES,

operated by Prudential Lines, Inc., in the

" South American trade. During ﬁscaE year

1975 the SANTA MAGDALENA was
reinstated in Prudential Lines’ service
after a period of inactivity.

MARAD 1975 -

13



This new, 90,000-ton crude oil tanker, the
GOLDEN ENDEAVOR, was placed in
worldwide operation during fiscal year 1975.

Sec. 804 Activities

Under Section 804 of the Merchant
Marine Act of 1936, as amended, itis un-
lawful for any contractor receiving ODS
or any holding company, subsidiary, affili-
ate, or associate of such contractor,
directly or indirectly to own, charter, act
as operator or agent for any foreign-flag
vessel which competes with an essential
American-flag service, without the pior
approvai of the Secretary of Commerce.
The prohibition also applies to any
officers, directors, agents, or executives of
such an organization.

During fiscal year 1975 the following

waivers were granted under Section 804:

Atlantic Richfield Co.—to permit it to
charter and/or operate five foreign-flag
vessels in connection with its ODS
agreement for the Soviet grain trade.
Aries Marine Shipping Co.—to permit
it and affiliated companies (Ajax
Marine Co., Athena Marine Shipping
Co., and Achilles Marine Shipping
Co.) to operate five foreign-flag
vessels.

Zapata Products Tankers, Inc.—to
permit foreign-flag activities of certain
affiliated companies.

Zapata Products Tankers, Inc.—to
permit an affiliate, Zapata Off-Shore
Service, Ltd., to own and operate a
foreign-flag vessel.

Delta Steamship Lines, Inc.—to per-
mit it to continue to act as husbanding
agent for Empresa Lineas Maritimas
Argentinas vessels, which serve the
U.S. Gulf/South American trades.
Delta—to permit it to continue to act
as husbanding agent for North
American-West African Lines member

company vessels, which serve the U.S.
Gulf/West African trades.

= Delta—to permit it to continue to act as
husbanding agent for Booth Lines
vessels, which serve the U.S. Gulf/
South American trades.

= Farrell Lines, Inc.—to permit it to con-
tinue to operate its foreign-flag feeder
service at Monrovia, Liberia.

= Farrell—to permit it to continue to act
as agent for Nigerian National Ship-
ping, Ltd.

The waiver renewals of Delta and
Farrell were granted in connection with
the two companies’ new long-term ODS
agreements, which became effective
January 1, 1976.

In addition, 35 companies received
extensions of previously granted waivers
to allow them continued participation in
the special Soviet Grain ODS Program.
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Trade Routes

Several liner trade routes and liquid
and dry bulk cargo trades were reviewed
in connection with ODS applications or
modifications of areas to be served in ex-
isting ODS contracts.

The following services were found to
be essential to the foreign commerce of
the United States:

1. Worldwide liquid and dry bulk
services in the foreign oceanborne com-
merce of the United States.

2. Liner freight service on essential
United States Trade Area No. 4 between
U.S. Great Lakes ports and ports in the
Mediterranean Sea, India, the Persian
Gulfand the Red Sea. Lykes Bros. Steam-
ship Company, Inc., began operating on
Trade Area No. 4 with the sailing of the
SS MARJORIE LYKES on May 4, 1975.

A revised version of “Essential
United States Foreign Trade Routes” was
published in June 1975.

EEO—Ship Operators

The employment of minorities by
major shipping companies has risen sig-
nificantly since 1969 when MarAd
assumed responsibility for monitoring the
American lines’ compliance with EEO
statutes.

In 1975 minority employment
reached 1,420 persons or 17.2 percent of
the total shoreside (non-casual) work-
force. This contrasts with 755 minority
group members employed in 1969, or
10 percent of the shoreside workforce.
Since 1969 total shoreside (non-casual)
employment increased by 9.5 percent
while minority employment during the
period increased by 88 percent.

Minority participation in executive
and management positions has more
than doubled since 1969, from 3.1 t0 6.5
percent. Minority representation also
doubled among professionals, increasing
from 6.2 percent in 1969 to 13.8 percent
in 1975.

The status of women in the shipping
industry has also improved, with more
females being employed in non-
traditional areas. In 1975, women con-
stituted 4.6 percent of all executive and
managerial positions and 18.8 percent of
all professional employees. In all, 37.2
percent of the total shoreside workforce
in the shipping industry was made up of
women.

Foreign Transfers

The Maritime Administration ap-
proved the transfer to foreign firms of 88
ships of 1,000 gross tons and over.
Eighteen of these ships were sold for
scrapping abroad. Thirty-two of the
vessels were undocumented or registered
under foreign flags although owned by
U.S. citizens (see Appendix XV).

Increasing numbers of women are being
employed in non-traditional positions in the
U.S. merchant marine. Handling lines is routine
for these women crew members on an
American-flag tanker.

Approvals were also granted for the
foreign transfer of 537 ships of less than
1,000 gross tons. They included 400
commercial and 137 pleasure crafts.
Charters of U.S.-owned ships to aliens
were approved on 94 ships of 1,000 gross
tons and over, and 141 smaller vessels.

Three banks were approved as new
trustees and 49 banks were approved to
continue on the Roster of Approved
Trustees, pursuant to Public Law 89-346
and General Order 107. Approval was
granted for U.S. financial institutions to
assign their interests in three foreign
construction contracts to aliens.

There were 34 sale violations on pri-
vately owned ships, of which 27 were miti-
gated. User charges for filing applications
for foreign transfers and similar actions
amounted to $61,078.75.

MARAD 1875
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Chapter 3

Domestic
Operations

The domestic segment of the U.S.
merchant marine moves nearly one billion
tons of cargo annually. The Maritime
Administration in recent years has ex-
panded its programs in the domestic areas
to insure the smooth flow of all commodi-
ties. Inland waterways and Great Lakes
operators, as well as those in the coast-
wise, intercoastal and noncontiguous
trades, have benefited from MarAd’s pro-
grams.

Promotion

During fiscal year 1975 the Agency
published a report entitled Domestic
Waterborne Trade of the United States,
1965-1972 that lists commodities moved
in the domestic trades, the types of vessels
employed, and waterborne traffic be-
tween geographic areas. This information
provides the data base of the Maritime
Domestic Commodity Flow Data Bank,
which supports MarAd's market develop-
ment efforts on behalf of the domestic
merchant fleet.

MarAd prepared and distributed to
the members of the domestic shipping
industry a detailed report on the status of
programs developed at the First National
Planning Conference on Domestic
Shipping sponsored by the Agency in
1972. Of the 110 program elements
identified during the Conference as neces-
sary for an effective domestic shipping
program, 16 have been completed, 67 are
either in progress or ongoing in nature,
and 27 are awaiting action. Completed
projects inciided development of proto-
type communication systems for Great
Lakes and inland operators, implementa-
tion of legislation allowing certain inland
vessels as small as 25 gross tons to partici-
pate in the Title XI program, and comple-
tion of several economic feasibility studies

The 10,500 h.p. towboat ARGONAUT, shown
as she departed from the Dravo shipyard where
she was built.

to identify potential waterborne transport
markets on the Great Lakes, Chesapeake
Bay, and the coastwise services between
New York and Maine. In addition MarAd
was instrumental in convincing the
American Hull Insurance Syndicate to
increase the maximum hull insurance
coverage from $15 million to $40 million
per vessel.

The activities of other Government
agencies whose rules and regulations
impact on the domestic shipping industry
are monitored on a continuing basis.
When new rules affecting the industry’s
day-to-day operati(;ns are proposed,
MarAd insures that waterborne interests
are properly considered. During the past
year position papers were developed on
emergency petroleum allocation regula-
tions, hazardous materials discharge
penalties, discriminatory rail rates, and
vessel vapor recovery systems.

Great Lékes

Consistent with the Merchant Marine
Act of 1970, which recognized the Great
Lakes as ‘‘the Nation's fourth seacoast,”
MarAd established a new Great Lakes
Region to serve the area’s maritime com-
munity. In addition to the Region head-
quarters located in Cleveland, Chio, Mar-
Ad will have two marketing offices in the
Region—one in Chicago, llL., the other in
Detroit, Mich.—and a Radar Training
Center in Toledo, Ohio.

Regularly scheduled American-flag
service between Great Lakes and foreign
ports, which was discontinued in 1969,
resumed during the year. Lykes Bros.
Steamship Co. initiated a monthly subsi-
dized service linking the Great Lakes with
the Mediterranean area, Africa, and
Southwest Asia.

A MarAd research effort was initiated
during the fiscal year to identify business
opportunities on the Great Lakes for U.S.-
flag shipping companies.

River barge tows, such as this one on the lower
Mississippi River, move hundreds of millions of
tons of cargo annually on America’s vast inland
waterways system.
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The first U.S. commercial test of
marine heavy fuel derived from oil shale
occurred aboard a U.S.-flagore carrier on
a round-trip voyage between Cleveland,
Ohio, and Marquette, Mich. MarAd joined
with the U.S. Nawy, U.S. Coast Guard,
and private industry to conduct this test.
The shale-derived fuel, which had op-
erating characteristics similar to No. 6
fuel oil, proved to be a suitable alterna-
tive fuel for marine applications.

The Agency continued to work with
other Government agencies on projects
connected with the extension of the
navigation season on the Great Lakes and

" St. Lawrence Seaway. Traffic movement
was sustained on the Great Lakes during
the 1974-75 winter months, resulting in
the first 12-month navigation season on
the Lakes. A sociological survey to de-
termine the impact that such an extended
season has on vessel crews and lock and
terminal personnel also was undertaken.

MarAd has developed a VHF-FM
telecommunications system that permits
Great Lakes vessels to dial directly into
commercial telephone lines without
operator assistance. A network of six
stations was installed during fiscal year
1975. During the year about half of the
U.S. bulk carriers operating on the Great
Lakes were participating in evaluation
tests of the new system.

See Table 5 for the composition of
the U.S. Great Lakes fleet.

In April 1975, Lykes Bros. inaugurated regular
service between the Great Lakes and
Mediterranean and Black Sea ports with the
MARJORIE LYKES, shown here loading
outbound cargo at the Port of Detroit.

18
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The 630-foot self-unloader SAM LAUD joined
the Great Lakes fleet in April 1975.

Inland Waterways

Approximately 600 million tons of
cargo were transported on the inland
waterways of the United States in 1974.
This traffic consisted primarily of barge
movements of energy products, raw
materials, and agricultural commodities.

To assist in the safe and efficient
movement of these cargoes, MarAd and
inland waterways carriers jointly funded
a research project that developed a new
communications system for river vessels.
The Inland Waterways Communications
System (IWCS) enables towboats to
communicate with company offices
through a combination of VHF-FM radio
contact and leased telephone lines. Plans
were made for initial testing of the system
on the lower Mississippi River during fiscal
year 1976. Eight VHF-FM stations wili be
constructed at strategic points along the
Mississippi River between Cairo, IIl., and
Baton Rouge, La. During a one-year trial
period 25 towboats will participate in
system testing and evaluation.

A joint MarAd/U.S. Coast Guard
Tank Barge Study was published during
fiscal year 1975, cuiminating a three-year
effort to identify tank barge designs that
would minimize oil poliution on the
inland waterways. According to the
study, double-walled tank barges are sig-
nificantly more effective than single-skin
barges in preventing oil spills. Another
joint study underway will identify, test,
and evaluate interim repair materials for
tank barges.

To help prepare for expanding traffic
volumes on the inland waterways, MarAd
continued its work in the area of water
resources development. Of special note
was the Agency’s participation in a Water
Resources Council study examining
Federal planning and cost-sharing policy
options for water and related land pro-
grams mandated by the Water Resources
Development Act of 1974.

Domestic Ocean

To identify new markets for U.S.
tanker fonnage, petroleum movements
between the Virgin Islands and the U.S.
mainland were analyzed in terms of re-
finery capacity, product destination, oil
impact regulations and fees, vessel op-
erating costs, and charter rate levels and
trends. The results indicate that by 1980
approximately 25 U.S.-flag tankers of
30,000 dwt. could find employment in
this trade. This number could be signifi-
cantly increased if the Virgin Islands’
exemption from the cabotage laws were
rescinded.

To facilitate liner cargo movements
between domestic and foreign trade areas
efficient waterborne feeder systems are
essential. Contracts were awarded to Sea-
Land Service, Inc., to develop a feeder
system and containerships, and to Delta
Steamship Lines, Inc., to develop one for
LASH or Seabee operations.

MARAD 1975
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Chapter 4

Market
Development

The Maritime Administration has
under way an extensive marketing pro-
gram that involves: (1) improving the
sales efforts of U.S. shipping companies
by providing timely reports on cargo
movements and opportunities; and
{2) informing shippers of the advantages
of using American-flag ships. The pro-
gram’s basic goal is to increase overall
U.S.-flag carriage of the Nation's foreign
trade.

Marketing Program

The marketing program has been
concentrated in several areas: personal
contacts with shippers to make them
aware of the benefits of using U.S.-flag
ships; dissemination of information to
shippers and operators through studies,
publications, seminars, and forums; data
processing assistance through the Shipper
Information and Market Lead Informa-
tion systems; and market forecasting
through the Trade and Fleet Forecasting
Committee.

Staff initiatives in MarAd’s regional
offices form the basis of the shipper con-
tact portion of the market development
program. MarAd's marketing representa-
tives, located in seven major cities,
personally contact importers, exporters,
freight forwarders, state purchasing
officers, trade associations, and others
controlling or influencing the routing of
oceanborne cargo. Through these con-
tacts the representatives acquaint shippers
with the importance, both from a cor-
porate and a national perspective, of the
U.S.-flag fleet. These contacts also
provide MarAd with the opportunity to
identify obstacles interfering with shipper
patronage of U.S.-flag carriers and to
initiate steps to remove any such im-
pediments.

The versatility of modern U.S.-flag ships
permits manufacturers to assemble huge pieces
of equipment at the plant and ship them intact.
thus reducing costs. Formerly, this piece of
North Sea diilling equipment weighing 384
tons and standing 73 feet tall being loaded on
the deck of a SEABEE would have been
shipped knocked down.

Buring fiscal year 1975 direct con-
tact was made with policy level executives
of over 3,700 firms engaged in interna-
tional commerce, resulting in hundreds of
firm commitments to support the “‘Ship
American’ program. These included con-
tacts made with policy level executives of
more than 70 percent of the 1,000 largest
U.S. companies which engage in foreign
trade. This individual approach has re-
sulted in more than haif of those com-
panies contacted issuing policy directives
to use U.S.-flag ships whenever possible.

Unsolicited reporis received during
the past two years from 120 shippers in-
dicate that some $49 million in freight
revenue, which would otherwise have
gone to foreign shipping concerns, was
channeled to U.S.-flag operators as a
result of the Agency’s marketing program.

MarAd has significantly expanded
the dialogue between all segments of the
maritime industry and the shipping public,
as well as Federal and local Government
entities involved in shipping. Jointly-
sponsored seminars, forums, and other
programs have been held to generate a
direct exchange of views between all seg-
ments of the maritime industry and the
trading community they serve.

Two computer-based marketing
assistance programs initiated in fiscal year
1974 were completed and became
operational during 1975. The Shipper
Information System provides carriers with
general information on existing cargo
movements such as the shippers, mode of
shipment, existing logistical problems,
and, where appropriate, suggested meth-
ods for improving U.S.-flag services.
Complementing this program, the Market
Lead System identifies and tracks inter-
mediate and long-term business oppor-
tunities for U.S.-flag operators. This sys-
tem will be managing data on 300 to 400
cargo-producing projects by the end of
fiscal year 1976.

These systems will further improve
communications between shippers and
U.S.-flag carriers and enable the carriers

to better anticipate the service require-

ments of exporters and importers.
During the fiscal year MarAd’s
Eastern Region, under the sponsorship of
the National Maritime Council, provided
a Shipping Information Booth at two large
conventions where heavy machinery and
equipment were displayed and sold. Asa
result, hundreds of marketing contacts
and sales leads were acquired by MarAd
and passed on to American-flag carriers.
Another example of Agency market-
ing activities was the participation of
MarAd's Central Region in AGRI-FAIR
'75, the first international trade exhibit
sponsored by the State of Mississipni. The
contacts made with visiting foreign buyers

of agricultural implements and manufac-
turers and distributors of agricultural
equipment resulted in documented new
business for American-flag carriers.

In all, more than 10,000 cargo leads
were provided to U.S.-flag shipping com-
panies during the fiscal period.

During fiscal year 1975 MarAd also
created a Trade and Fleet Forecasting
Committee to ensure a coordinated
Agency response to the increasing de-
mand for a broad range of U.S. foreign
trade forecasts. A short-term forecast of
U.S. exports was completed and dis-
tributed to operators. In addition, a com-
prehensive package of short-term,
mid-range, and long-term foreign trade
forecasts was undertaken.

In the past the Agency’s main efforts
have promoted shipper patronage of
U.S.-flag liner vessels. However, during
1975 MarAd placed new emphasis on
marketing bulk shipping systems. In addi-
tion, a butk marketing program is being
developed which will initially concentrate
on generating shipper and investor inter-
est in bulk vessel construction, particularly
dry bulk, specialty product, and necbulk
ships.

Reflecting the success of the
Agency’s promotional activities, U.S.-flag
ships carried 41 million long tons of cargo
in calendar year 1974, or 6.5 percent of
U.S. oceanborne foreign trade, as com-
pared with 25.2 million long tons or 5.3
percent in 1970. (See Table 6 for tonnage
and value of U.S. oceanborne cargoes
from 1965 to0 1974.)

National Maritime Council

Comprised of all major segments of
the American maritime industry and Mar-
Ad, the National Maritime Council (NMC)
was formed to coordinate promotional
and marketing efforts of the American
merchant marine. MarAd’s Office of
Market Development serves as executive
secretariat for the NMC, both nationally
and in each of the NMC'’s four regional
divisions.
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In the four years of its existence, the
NMC has fostered a spirit of cooperation
among all segmenis of the industry. It
brings together U.5.-flag steamship com-
panies, maritime labor unions, ship-
builders, and Government officials in a
nationwide effort fo generate cargoes for
the U.S. merchant fleet. A series of
dinners, panel discussions, seminars, and
luncheons sponsored by the NMC has
brought the management of companies
engaged in international trade in direct
contact with marktime industry officials
and has prompted a useful exchange of
information.

Through NMC efforts a more respon-
sive relationship is developing between
the maritime industry and the Nation’s
foreign trade community. For example,
as a result of questions raised by citrus
and fresh produce shippers at NMC-
sponsored forums held in Florida, a
special team of representatives from
U.S.-flag liner companies, the Depari-
ment of Agriculture, and MarAd met with
the shippers to discuss transportation
problems peculiar to their industry and
develop effective solutions.

One of the Council’'s most important
prograrmns, the Shipper Advisory Pro-
gram—whereby leading distribution
executives of export/import firms serve as
advisors to keep the Council informed of
the business community’s service require-
ments—expanded during the fiscal year
and now includes 117 executives serving
as advisors. Formation is currently under
way of a National Shipper Advisory Board
which will incorporate the existing struc-
ture of the Regional Boards, providing a
national voice and more direct communi-
cations between shippers and the NMC’s
Board of Governors.

U.S./U.S.S.R. Liner Cargoes

The 1972 Maritime Agreement be-
tween the United States and the Soviet
Union assures ships of each nation access
to at least one-third of the cargo moving
between the two nations and provides
that parity (measured in dollar freight
revenues) will be maintained in cargo
movement.

During fiscal year 1975 direct service
to the Soviet Union was maintained by
three U.S.-flag liner operators. In addi-
tion, U.S.-flag container service to the

Soviet Union was available fo shippers on
a transshipment basis. The U.S. account-
able liner revenue share from November
1972 to December 31, 1974, amounted
to $18,077,123 as compared to the
Soviet share of $16,170,248 for the same
time period.

Preference Cargoes

The Maritime Administration moni-
tors. the activities of all civilian Govern-
ment agencies subject to the cargo
preference laws of the United States. The
Agency insures that U.S.-flag vessels par-
ticipate in such shipments pursuant to
applicable statutes. Table 7 presents U.S.-
flag participation in civilian agency
preference cargoes and Export-Import
Bank-generated cargoes during calendar
year 1974,

The Cargo Preference Act, Public
Law 664, requires that at least 50 percent
of all Government-generated cargo be
shipped on privately owned U.S.-flag
vessels, to the extent such vessels are
available at fair and reasonable rates. A
computer-aided system and concentrated
interagency liaison has permitted MarAd
to process over 22,000 ocean bills-of-

Assistant Secretary Blackwell respands to a
question from one of some 400 exporters and
importers during an NMC forum.

lading on this type of cargo and monitor
an expanded number of Government
agency shipments to insure compliance
with the Act.

As in the past, shipments generated
by the U.S. Department of Agriculture
{DOA) and the Agency for International
Development {AID} comprised about 99
percent of all non-military cargoes moving
under the Cargo Preference Act.

For the second consecutive year the
total volume of DOA cargoes shipped
under PL 480, the “‘Food for Peace” pro-
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gram, dropped appreciably. The 1974
tonnage was 1.33 million tons less than
the 1973 shiprents and 6 million tonsless
than the 1972 tonnage. AID programs
also, generated less cargo in 1974 than in
previous years. AlD shipments in 1974
showed a drop of 1.4 million tons from the
1973 volume.

The 1974 shipments of Government
agencies and the percentages of U.S.-flag
vessel utilization are shown in Table 7.
The three following agencies failed to
meet the 50 percent U.S.-flag require-
ment:

s AID—35 percent U.S. participation.
Of the total 3.6 million tons of cargo
generated, 93,000 tons of fertilizer and
1.5 million tons of petroleum products
were moved between foreign ports
where U.S.-flag service was not avail-
able. If this tonnage is deducted from
total AID shipments, the U.S.-flag
participation would be 64 percent.

s Inter-American Development Bank—
28 percent U.S.-flag participation.
About 6,600 tons of fertilizer were
shipped by foreign-flag vessels be-
cause U.S.-flag vessels were not
available, and about 5,000 tons of
cargo was shipped between foreign
ports. By deducting these 11,600 tons
from the total, U.S.-flag participation
would amount to 62 percent.

s Bonneville Power Administration—42
percent U.S.-flag participation. About
2,800 tons of cargo were moved be-
tween ports where no U.S.-flag service
was available. If this tonnage is de-
ducted from the total, the U.S.-flag
participation would be 67 percent.

The Agency also administers Public
Resolution 17 (P.R. 17} which requires
- all Export-Import Bank-generated car-
goes to be shipped on U.S.-flag vessels,
unless a waiver is granted by MarAd.

Waivers are of two types: (1) statu-
tory waivers are permitted when U.S.
vessels are not available at reasonable
rates and schedules; and (2) general
waivers are granted to permit recipient
nations to ship up to 50 percent of ocean
cargoes on vessels of their national flag if
they do not discriminate against U.S.-flag
shipping.

The Bank's Cooperative Financing
Facility Program, which ties together Bank
and private financing, has brought the pri-
vately financed portion of the transactions
under P.R. 17 requirements and further
increased the preference cargoes avail-
able to U.S.-flag ships. In calendar year
1974 the Export-Import Bank generated
more than $192 million in freight revenue.
Due to P.R. 17 and the Bank’s Coopera-
‘tive Financing Program, U.S.-flag carriers
received 81 percent of the freight
revenues.

An American-flag vessel loads grain under the
“Food for Peace” program.
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Chapter 5

Port and
Intermodal
Development

Rapid and economical movement
of the Nation’s commerce is dependent
upon efficient marine terminal operations
at U.S. coastal, Great Lakes, and inland
ports, along with effective methods of
transferring cargo between marine and
other modes of transport. The Maritime
Administration encourages and supple-
ments the modernization and develop-
ment efforts of the American port indus-
try, and fosters intermodal transportation
through various technical assistanice
and promotional programs.

Because of the close interrelation-
ship of ports and intermodal systems,
MarAd reorganized and consolidated the
activities of its former Division of Ports and
Division of Intermodal Systems into a new
Office of Port and Intermodal Develop-
ment during fiscal year 1975.

MarAd also serves as a clearing-
house for port and intermodal data,
collecting, analyzing, and disseminating
pertinent statistics to shippers, port
authorities, and other private and Gov-
ernment organizations.

Port Development

Pursuant to its statutory responsibili-
ties, the Agency has undertaken extensive
efforts to analyze and rationalize the
deveiopment plans of American ports.
MarAd encourages the participation of
individual ports in regional planning
programs.

Technical Assistance

MarAd acts as technical consultant
on port projects to the U.S. Department
of Commerce's Economic Development
Administration (EDA). Since 1965 EDA
grants and loans for port-related public
works have totaled over $130 million.

The Port of Seattle, along with 16 other
Washington ports and Portland, Ore.,
participated with MarAd in a regional study to
develop a sound planning base on which future
policy decisions may be made on the
development and use of public port facilities in
the State of Washington and Portland, Ore.

During 1975 comprehensive evaluations
of public works for the ports of Paducah,
Ky., and Panama City, Fla., were pre-
pared at EDA’s request.

MarAd continued to serve during the
year as technical consultant to the Na-
tional Oceanic and Atmospheric Ad-
ministration (NOAA) on port matters. To
insure the industry’s interests are properly
considered in coastal zone management
programs, the Agency acts as technical
assistant for the port and navigation de-
velopment portions of state coastal zone
management programs.

As part of the Agency’s Port Emer-
gency Preparedness Program, which is
aimed at effective control and efficient
operation of U.S. seaports during a na-
tional emergency, an inventory of the
Nation’s port facilities and cargo handling
capabilities was completed. This data is
being computerized in a Port and Facility
Information System (PAFIS). The infor-
mation will be updated periodically and
will be useful in port planning and emer-
gency operations.

In order to take full advantage of the
information included in PAFIS, a design
study has been undertaken which will
provide MarAd with a computer-
assisted system to assign individual
vessels to specific piers and wharves
during a national emergency. This system,
the Emergency Berth Utilization Report-
ing System, will also provide for rapid
exchange of information and communi-
cations between local ports and MarAd
headquarters as well as the emergency
headquarters of other Federal agencies.

MarAd also assists U.S. ports in the
development of adequate facilities to re-
ceive and dispose of vessel oily water
wastes to insure that they comply with the
Water Quality Improvement Act of 1972
and the Federal Water Poliution Control
Act Amendments of 1972. During the fis-
cal year the sixth volume of a study on
Port Collection and Separation Facilities
for Oily Wastes was released. This volume
considers the impact of the construction
of offshore deepwater oil terminals on
their contiguous ports.

A related project being conducted
in the Western Region is a study to de-
termine the relative impact of marine and
non-marine industry activities on water
quality in a public multi-port and harbor
complex. The Region also provided
advisory services to the State of Cali-
fornia’s Department of Transportation on
the formulation of a transportation plan
for the State.

An important MarAd port research
program is the Marine Fire Protection
Project. In December 1974 MarAd
awarded a contract to the Washington
State Coordinating Council for Occupa-
tional Education to develop a marine fire

protection system. The jointly funded
contract will develop pre-fire plans for
shipboard and marine fire training for
local municipal fire fighters. Fifty pre-fire
plans for vessels of different configura-
tions were in various stages of completion.
The results of the program will be released
at a national seminar scheduled for June
1976 in Seatile, Wash.

A problem of increasing significance
facing American poris and other interests
requiring navigable waterways is the de-
lays encountered in obtaining permits to
dredge and dispose of dredged materials.
MarAd’s Western Region joined with the
San Francisco Bay Conservation and
Development Commission, a California
State regional body, in a study of dredging
regulations. The coordination of permit
processing and the analysis of regulatory
procedures will provide a unique oppor-
tunity to formulate a national model for
needed improvements.

MarAd entered into a cost-shared
contract with the East-West Gateway
Coordinating Council of St. Louis, Mo.,
to investigate the effects of river level
fluctuations on the operation of inland
waterway docks and port facilities. The
study is using the Port of Metropolitan St.
Louis as a national prototype in the de-
velopment of a guide for all inland water-
way ports which will identify problems
and determine practical solutions to
minimize the adverse effects of river level
variations on dock operations. Data col-
lected in the study will also be available to
the metropolitan St. Louis area for future
port development plans.

MarAd’s Western and Central Re-
gions sponsored conferences on the
Agency’s role in port development.
During these conferences Region per-
sonnel explained the diverse services
available to ports from the Agency. Port
Directors and key members of their staffs
also presented various problems which
they felt could be resolved with MarAd
assistance.

A number of foreign countries have
requested that the United States provide
teams of U.S. marine/port advisors to
survey foreign port conditions and make
recommendations for improvements in
physical facilities and management
operations. MarAd participated on two of
these foreign port survey teams during the
year, one in Saudi Arabia and another
in fran.
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Under the U.S./U.S.S.R. Agree-
ment on Cooperation in Transportation,
MarAd organized and led a team of Gov-
ernment and industry representatives in
an exchange visit to Soviet poris on the
Black and Baltic Seas. Cooperative
projects involving the exchange of tech-
nical information and future training visits
were agreed upon and implementing ac-
tions were initiated by both nations.

As a participating member of the
Permanent Technical Committee on
Ports of the Organization of American
States (OAS) and its Subcommittee on
Port Operations and Cargo Handling, the
Maritime Administration, in conjunction
with other Federal agencies, developed
the national position for the U.S. delega-
tion to the Fourth Inter-American Portand
Harbor Conference which was held in
Mexico City in October 1975.

MarAd’s Central Region conducted
a conference in conjunction with the U.S.
Customs Service to acquaint New Orleans
shipping interests with the new Customs
procedures at U.S. ports. Participants
were given an opportunity to make
recommendations and voice objections.
Because of the success of this conference,
another has been scheduled for the Port
of Houston in fiscal year 1976.

Port Planning

In a cooperative venture with the
Washington (State) Public Ports Associa-
tion and the Port of Portland, Ore., a
cost-shared regional port planning study
aimed at evaluating and rationalizing port
facilities and investments necessary to
meet projected requirements was com-
pleted during the fiscal year. This study
represents the first such comprehensive
analysis of requirements and capabilities
ever accomplished cooperatively by a
large group of competing U.S. ports. As
a pioneering approach to cooperative port
planning on a regional basis, the study
forecasts terminal requirements for the
next 25 years, evaluating what is needed
to adequately serve the waterborne trade
of the Pacific Northwest which is ex-
panding because of changing vessel and
cargo handling technology.

MarAd also joined with the Northern
California Ports and Terminal Bureau
(NORCAL)} in the first phase of a similar
cost-shared cooperative planning study
of the ports in the San Francisco Bay Area.
This effort is designed to optimize the
development and utilization of com-
peting port facilities with a minimum ex-
penditure of public funds. The results of
this study will be incorporated in an
overall transportation plan for the State
of California.

Several ports of the country have
requested MarAd participation in similar

regional cooperative planning efforts and
Agency assistance to them was under
active consideration at the close of the
fiscal year.

Port Promotion

By acting as liaison between Ameri-
can ports and the many Federal agencies
whose policies impact upon port opera-

tions and development, MarAd assists in’

improving the working relationship be-
tween the Government and the U.S. port
industry.

As part of the marketing assistance
made available to American ports by
MarAd, an integrated computer bank
consisting of vessel movements, com-
modity flows, and facilities data has been
created to develop a national statistics
capability. The data bank assists both
Government and industry by providing
specific information needed for transport
planning and management decision-
making.

In addition to port-oriented foreign
trade reports available on a semi-annual
basis, two new reports were developed
during fiscal year 1975. The Vesse!
Entrance and Clearance Report sum-
marizes vessel directional flows by type of
service for principal U.S. ports and en-
ables users to analyze traffic by flag of
registry. The U.S. Port Container Cargo
Report provides details on the container-
ized cargo tonnage and number of con-
tainers handled by ports. In addition to
allowing users to make an analysis by
port range and coast for each of these
topical categories, the report shows the
percentage of general cargo moving by
containers.

Equipment and Facilities

To help meet expanding demands
upon the Nation’s ports, the Agency eval-
uated the equipment and facilities re-

guired for bulk and neobulk service.

During the fiscal year a computer
simulation program was developed to
assist Federal planners and private
operators in coordinating movements
and improving terminal productivity for
bulk shipments. The initial effort was
directed toward grain exports from U.S.
Gulf Coast ports. This program should
help avoid congestion and related prob-
lems which have occurred in the past
under the stress of heavy foreign pur-
chasing programs and national emer-
gencies. The program will be expandedto
include petroleum and other bulk prod-
ucts and cover all seacoasts and the Great
Lakes.

MarAd continued to support the
American National Standards Institute in
developing technical standards for both
freight containers and shipborne barges,
in addition to standards for package sizes
and unit-load dimensions. The Agency
developed the U.S. shipborne barge pro-
gram and a proposed standard covering
the dimensions of LASH and Seabee
barges.

To protect the large capital invest-
ments of American operators in inter-
modal equipment, the Agency also con-
tinued to represent U.S. interests at all
international standards meetings.

The Inventory of American Inter-
modal Equipment, published annually
by MarAd, reflected a 23.7 percent in-
crease in U.S. container capacity totaling
679,222 twenty-foot equivalent units
(TEU’s) in calendar year 1974. The
pamphlet provides Government and
industry with information on current
U.S. intermodal equipment by types,
sizes, and capacities.

A contract examining sharing of
specialized container equipment by U.S.-
flag containership operators was com-
pleted, and a similar examination of
refrigerated container sharing was under
consideration.

Recognizing that efficient rail/marine
interface increases the effectiveness of an
intermodal system, MarAd submitted
comments and recommendations on the
report of the Preliminary System Plan
for the reorganization of the Midwest-
Northeast Rail Region.
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Hearings before the Interstate Com-
merce Commission were completed
during the fiscal year on the complaint
filed by MarAd (ICC 35831} against cer-
tain rail carriers in the Southern Freight
Association. The complaint was filed as a
result of certain rail operators allegedly
cancelling interchange agreements with
containership operators. The parties to
the docket have filed their briefs in the
case and are awaiting the Commission’s
decision.

’ The Agency held several meetings
with U.S. bargeship operators to assist
them in developing a joint program to
overcome impediments to the adoption
of the bargeship concept, and to establish
priorities for future solutions to common
operating problems. The terminal
problems associated with barge-carrying
ships have been analyzed in preparation
for a bargeship operator conference to be
held on the West Coast in fiscal year 1976.

In cooperation with the National
Bureau of Standards, MarAd continued
developing design criteria for port struc-
tures to enable them to withstand extreme
winds. This continuing project has been
incorporated with similar research efforts
supported by the Agency for International
Development and the General Services
Administration. Proposals for further ex-
tending the scope of the project were
under consideration at the end of the
fiscal year.

The Agency represented the De-
partment of Commerce on the Inter-
Agency Committee for Transportation to
combat theft-related losses of cargo in
transit. Through membership in the
Northwest Cargo Security Committee,
the Western Region worked closely with
the Departments of Transportation and
Justice, local law enforcement officials,
operators of all modes of transportation,
insurance companies, and port authorities
to develop a system for monitoring cargo
losses.

MarAd participated in meetings of
intermodal working groups of the United
Nation’s Regional Economic Commis-
sions and the Intergovernmental Maritime
Consultative Organization (IMCO). These
meetings are held to resolve problems
relating to shipborne barges and con-
tainers and to assure reciprocal rights o
U.S. bargeship and container operators.

In an effort to extend the wave
conditions under which barges can be
safely discharged from LASH vessels,
MarAd joined with the Navy Department,
the National Oceanic and Atmospheric
Administration, the U.S. Army Corps of
Engineers, and the States of California
and Washington in funding the develop-
ment of a prototype Tethered Front
Breakwater. From this effort MarAd
anticipates the development of new mar-

kets for the LASH systems at ports where
wave conditions are now an inhibiting
factor.

An international conference, held in
New Orleans, brought together represen-
tatives of the governments of Great
Britain, The Netherlands, the Federal
Republic of Germany, and the United
States, with representatives of most of the
barge-carrying lines. Discussion centered
on regulatory constraints to the growth of
barge systems. As a result of the confer-
ence, MarAd will publish a booklet which

The flexibility of LASH barges allows operators
to load them with all types of cargo including
bulk commodities.

Innovative container developments, such as
this temperature-controlled hanging-meat
container, improve the competitiveness of
American container operators.

lists U.S. registered shipborne barges.
Such an official list will expedite the en-
trance and clearance of shipborne barges
to and from U.S. ports. It also should
facilitate the interchange of barges be-
tween international carriers. Following
the conference a technical advisory group
was formed which developed the Ameri-
can position on standardization for ship-
borne barges.
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Chapter 6

Under the Merchant Marine Act of
1970 the Maritime Administration’s re-
search and development (R&D) program
has been expanded and redirected to-
ward areas promising high potential bene-
fits in the near future and projects which
are more responsive fo industry needs.
The program aims to meet the national
goal of rejuvenating the American mer-
chant marine while, at the same time, re-
ducing the need for subsidy payments to
shipyards and ship operators.

MarAd has successfully encouraged the
industry to expand its participation in the
R&D program. This has insured practical
application of innovations by American-
flag shipping operators. Increased in-
dustry cost-sharing in research projects
attests to the industry’s willingness to help
develop and apply advanced technology
to improve its productivity and competi-
tiveness.

During fiscal year 1975 the Maritime
Administration committed more than $22
million to R&D activities. Cost-sharing of
various contracts by the maritime industry
and other Government agencies added

© an additional $11.4 million to the pro-
gram.

Appendix XVI provides a list of signi-
cant R&D tontracts awarded by MarAd
during the fiscal year.

The thrust of MarAd’s research effort
is in the areas of ship development and
ship operations, supported by programs
in basic maritime technology and research
conducted at the National Maritime Re-
search Center (NMRC) at Kings Point,
NY. :

During fiscal year 1975 the NMRC
at Galveston, Tex., was phased out due to
budget limitations. However, extensive
research into ship operations and human
factors continued at NMRC, Kings Point.

The MORMACSTAR, launched in May 1975,
wilf be the first commercially owned U.S.-flag
vessel equipped with a MarAd-sponsored
experimental, automated satellite navigation
and communications system.

Shipbuilding

MarAd launched its shipbuilding
research program in 1971 and placed new
emphasis on restoring the American
shipbuilding industry to a competitive
position in the world market. With the co-
operation of professional societies and
various shipbuilding experts, MarAd de-
veloped a research program to improve
the industry’s productivity. It is closely co-
ordinated with the shipyards and en-
compasses all major facets of the con-
struction process.

The program is directed toward up-
grading shipyard facilities and capital
equipment; developing technical data,
management aids, and industrial stand-
ards to improve production techniques;
adopting advanced computer and manu-
facturing technology to automate the ship
construction process; and conducting
employee motivational studies to im-
prove manpower utilization.

Welding accounts for approximately
20 percent of shipbuilding costs. During
the fiscal year several projects were ini-
tiated to.improve existing welding meth-
ods and equipment. These projects in-
clude manual, automatic, and semi-
automatic welding processes, and the use
of lasers in welding.

An improved vertical butt welder,
which welds the sides of a ship three to
five times faster than conventional equip-
ment, was developed. A horizontal butt
welding machine also is being developed.

Another costly process improved
under the R&D program is the connec-
tion of shipboard electrical cables. Nu-
merous electrical cables must pass
through a number of watertight bulk-
heads. An improved stuffing box devel-
oped during fiscal year 1975 wil simplify
the sealing of these cable penetrations.

The Agency’s R&D program also
demonstrated to the satisfaction of several
regulatory agencies that a method used by
the mining industry to connect lengths of
cable could be safely applied to marine
use.

In the area of automation, a sophis-
ticated computer program, PRELIKON,
was completed to assist builders with a
ship’s preliminary design. it was success-
fully tested during the fiscal year, and will
join AUTOKON-—a computer-aided
manufacturing system already being used
by U.S. shipyards—in speeding the de-
sign and construction process.

Research underway since 1972 has
resulted in the completion of a standard
series of powering and maneuvering data
for high block-coefficient hull forms
common to tankers and bulk carriers.
These data are now in use by many ship-

vards and enable naval architects to pre-
dict the powering and maneuvering
characteristics of a ship during the early
design stages without expensive model
tests.

Determining the exact wave heights
and configurations that a ship couid en-
counter is important to the ship design
process, but precise data on waves are
difficult to obtain because the measuring
ship itself moves up and down. A subsea
mountain in the North Pacific rising within
200 feet of the ocean surface has provided
an ideal fixed location for wave measuring
equipment. The Cobb Seamount, as this
mountain is called, is being used by
MarAd, in conjunction with conventional
measuring ships, to collect and expand
data on wave heights.

Ship Machinery

This program endeavors to increase
the options available to ship operators in
the selection of machinery systems by
developing more reliable, yet less ex-
pensive, hardware. Areas of research cen-
ter on propulsion machinery, transmission
systems, and auxiliary equipment.

A five-year project to adapt industrial
gas turbines to ship propulsion was suc-
cessfully concluded during fiscal year
1975. A gas turbine engine was devel-
oped that burns low grade ‘‘Bunker C”
fuel oil, reverses direction internally, and
operates for long periods of time with little
maintenance. By the end of the fiscal year
several U.S.-flag vessels in operation or
on order were using or would incorporate
some of the technology developed during
this project.

In the industrial gas turbine project
the concept of recoupment was intro-
duced into the Agency’s R&D program.
The contractor who adapted the turbine
signed a recoupment agreement with
MarAd whereby the Government will
recover part of its developmental costs
from the sale of the technology or the
resultant hardware. Over the two-year
period of the agreement the U.S. Govern-
ment potentially can recover between
$250,000 and $750,000.

Auxiliary machinery being devel-
oped includes a closed-cycle gas turbine
fo refrigerate and re-liquefy escaping
gases on LNG ships and a device {called
Destator) to neutralize the static charges
that build up in supertankers during tank
cleaning operations. The turbine was still
in the exploratory stage at the end of the
fiscal year, while the Destator had been
developed and was being tested aboard a
large tanker.

Propeller research underway is
investigating the phenomenon of cavita-
tion erosion. Design techniques being
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developed will predict the susceptibility to
cavitation so that the proportions of the
propeller can be modified to eliminate it.
Research also continued on the use of
highly skewed propellers to reduce ship
vibrations. One such propeller, tested on
the ore/bulk/oil carrier ULTRASEA, has
proven effective. Plans called for the
installation and testing of another highly
skewed propeller aboard the container-
ship SS DEFIANCE to validate the effec-
tiveness of the propeller on a different ship

type.

Ship Operations

Ship operations research endeavors
to increase the productivity of American-
flag shipping companies and reduce their
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