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Employees at the Quincy, Mass., Shipbuilding Division of General Dynamics Corp. ready the 55 ALN LYKES
for its sea trials. The huge barge-carrier is the second of three Seabee-class ships being constructed for Lykes
Bros. Steamship Co., Inc.
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THE SECRETARY OF COMMERCE
Washington, D.C. 20230

December 11, 1972

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

Sirs:

| have the honor to submit the Annual Report of the Maritime Administration
for fiscal year 1972.

During the year, the activities of the Maritime Administration were directed
toward further implementation of the President’s innovative program under the
Merchant Marine Act of 1970, the first major restructuring of the nation’s mer-
chant marine policy in three decades.

The President’s program has invigorated ail segments of the maritime industry. It
has instituted the largest commercial shipbuilding program ever undertaken in
this country in peacetime. The new, highly productive ships being built under
the program will greatly enhance the competitive position of American flag lines.
Additionally, as a result of the improved outicok for the merchant marine, a
welcomed stability in the shipping industry’s labor-management relations has
been achieved.

The core of the President’s program is rebuilding our merchant marine with
modern and highly efficient vessels. As of June 30, 1972, orders had been placed
for 30 new vessels of modern design and conversion of 13 conventional vessels.
This represents an investment in high technology vessels of $1.1 billion, which
will generate approximately 33,000 man-years of work for the American ship-
building industry and a similar amount in supporting industries.

in fiscal year 1972 alone, orders for 21 new vessels with a total value of $772.1
million were placed. These vessels wiil enable American operators 10 take ad-
vantage of the most modern transportation technigues, and provide shippers
with unsurpassed service. Among the more notable ships contracted for are three
tankers which, at 265,000 tons each, are the largest ever ordered in the United
States. Other vessels ordered under the subsidy program during the year included
13 tankers, three roll on/roll off freighters, and two barge carriers. Moreover,
these vessels will be built with only a 43 per cent subsidy as compared to the 55
percent subsidy ‘permitted prior to the President’s program. targely as a result of
these orders, American shipyards at the end of the fiscal year had the largest
peacetime orderbook in their history.

During the year, added impetus was given to the agency’s domestic shipping
efforts. Through a joint industry/government effort, the National Planning Con-
ference on Domestic Shipping, a broad agency program to aid all segments of
this vital industry is being finalized. Other areas, including market development,
poliution control, value engineering, were strengthened to increase the respons-
iveness of the Maritime Administration to today’s priorities. in addition, the
agency’s research and development activities provided vital support to make
possible the technological advancements necessary 1o further improve the com-
petitive position of the U.S. shipping and shipbuilding industries.

| believe that this report shows concretely that the Maritime Administration, by
promptly and efficiently carrying out the provisions of the 1970 Act, is making
steady progress in revitalizing the American Merchant Marine.

Respectfuily,

&

Secretary of Commerce







By Robert j. Blackwell

Assistant Secretary of
Commerce for Maritime Affairs

The new wave in American shipping—char-
acterized by a vitality and dynamism the
industry has lacked for many years—finds
its expression in the high-productivity ships
being built, the more stable labor-manage-
ment relations in the industry, and the
ability of U. S. shipbuilders to increase their
efficiency.

As the principal federal agency respon-
sible for promoting a strong American Mer-
chant Marine, the Maritime Administration
throughout fiscal year 1972 directed its ef-
forts at cuitivating and reinforcing these
hopeful trends, which represent the mari-
time industry’s response to the challenges
of the President’s maritime program as em-
bodied in the Merchant Marine Act of 1970,
which was enacted in October 1970.

s SHIP COMNSTRUCTION

The keystone of the President’s initiative is
a ship construction program. As of june 30,
1972, over $1.1 billion had been committed
to the construction of 30 new ships and the
conversion of 13 existing ships. During fiscal
year 1972, contracts were awarded for 21
new, highly productive vessels at a cost of
$772.1 million. When these ships are deliv-
ered, they will add more than 2.1 million
deadweight tons (dwt.) to America’s ship-
ping capability. Particularly noteworthy
among the contracts concluded during the
year are three for the largest tankers—at
265,000-dwt. each—and three of the largest
roll on/roll off vanships ever built in this
country.

At the end of the fiscal year the Mari-
time Administration was considering appli-
cations for the construction of nine lique-
fied natural gas (LNG) carriers and four oil/
bulk/ore (OBO) carriers. If approved, the
ships covered by these applications would
add significantly to the U.S.-flag fleet's ca-
pability to transport this country’s essential
bulk cargoes.

All construction contracts awarded
during fiscal year 1972 were subsidized at
or below the prescribed guideline rate of
43 percent—attesting to the American ship-
yards’ capabilities in meeting the challenge
of the 1970 Act to reduce costs through in-
creased productivity.

o FEDERAL SHIP MORTGAGE INSURANCE

Fiscal year 1972 was also a banner year for
the federal ship mortgage insurance pro-
gram, under Title XI of the 1936 Act. De-
signed to assist ship operators in obtaining
the private capital necessary to replace or
expand their fleets, this program enables
the government to guarantee commercially
placed ship construction and mortgage
loans, aggregating up to $3 billion in upaid
principal. During the year, Title Xl appli-
cations covering 162 vessels and 1,171
lighters were approved, representing insur-
ance commitments totaling $647,338,750.
This is an increase of more than 130 per-
cent from last year’s record $280.7 million
in insurance commitments. At the close of
the year, less than two years after the statu-
tory ceiling of this program was raised to $3
billion, the maximum was being ap-
proached. At the end of the year, applica-
tions approved and contracts in force cov-
ered a total of 434 vessels and 1,721 lighters
with a total outstanding principal balance
of $1,692,312,000; and applications were



pending that, if approved, would increase
this sum to $2,723,720,000.

For the first time since the establish-
ment of the Title XI program, applications
were received from firms engaged in the
oil exploration industry. By the end of the
year, 15 offshore exploration vessels had
been approved for mortgage insurance.
They included mobile offshore drilling rigs,
oceangoing tug-supply vessels, workover
units and pipe-burying barges.

o CAPITAL CONSTRUCTION FUNDS

Also designed to aid operators in amassing
the large quantities of capital necessary to
build or convert ships, the Capital Con-
struction Fund program gained momentum
in 1972. By the end of the year, 91 funds
had been established by operators in the
U. S. foreign, Great Lakes, and noncontig-
uous domestic trades and in the U. S. fish-
ery industry. The accumulation of assets
under this program for approved ship con-
struction, acquisition or conversion pro-
grams will aggregate more than $800 mil-
lion.

e SHIPYARD IMPROVEMENTS

American shipyards have for the past five
years been investing more than $100 mil-
lion a year in capital improvements. These
modernization efforts generally involve in-
stallation. of automated equipment and
highly mechanized production systems. In
addition to the upgrading projects of most
American yards, three new shipbuilding
facilities were constructed during the pe-
riod. It also appears likely that this invest-
ment trend will continue at the same or an
increased level because of shipyards’ deter-
mination to enter the world market for the
construction of high technology ships.

e OPERATING AID

During the years, four operators entered the
operating-differential subsidy (ODS) pro-
gram. Contracts were signed with Margate
Shipping Co., Aeron Marine Shipping Co.,
and Sea Service Tankers, Inc., covering a
total of ten tankers which will be delivered
between 1974 and 1976. The fourth con-
tract awarded resulted in the American
Steamship Company’s being the first oper-
ator to be granted subsidy for bulk service
in U. S./Canadian trade across the Great
Lakes. The company was granted an experi-
mental subsidy involving eight of its vessels
through the 1973 Great Lakes navigation
season.

o DOMESTIC SHIPPING

In the area of domestic shipping, the Mari-
time Administration launched the most
comprehensive, long-range government
program ever devoted to this segment of
the merchant fleet. In May, 1972, a National
Planning Conference on Domestic Shipping
was held in St. Louis, Mo., to identify indus-
try needs and develop a program that
would be fully responsive to these needs.
The conference consisted of four panels,
each comprised of representatives from all
segments of the industry. Over 100 specific
program elements were identified and
molded into a five-year program through
which MarAd can assist this iong-neglected
segment of the U. S. maritime industry in
capitalizing on its future growth potential.
Assistance to the domestic shipping
segments operating in inland waterways,
Great Lakes and domestic ocean trades was
provided by expanding the agency’s market
development efforts to provide this seg-
ment, as well as the foreign segment, with



tools to generate greater shipper patronage
for its vessels. During the year, a computer-
ized cargo data bank was developed for
the domestic industry. By providing infor-
mation on cargo movement, traffic patterns
and transportation forecasts, this data sys-
tem will assist the industry in identifying
new markets and balancing existing serv-
ices.

o CARGO PREFERENCE

The Merchant Marine Act of 1970 assigned
to MarAd the authority to oversee the ad-
ministration of the Cargo Preference Act.
To assure that government shipper agencies
are transporting at least 50 percent of their
cargoes (both by tonnage and revenue) on
American ships, a Cargo Preference Control
Center was established within the Office of
Market Development. During the year the
agency also issued two regulations to insure
compliance with the Act: one assuring that
‘adequate shares of PL-664 cargoes will be
reserved for U.S.-flag ships and the second
instituting informal grievance procedures to
resolve conflicts between carriers and ship-
pers of preference cargoes.

o RESEARCH AND DEVELOPMENTS

During 1972 MarAd’s research and devel-
opment (R&D) programs were expanded
and redirected to foster near-term techno-
logical advancements which will improve
the competitive position of the U. S. ship-
ping and shipbuilding industries. Prior to
enactment of the 1970 Act funds available
for research totaled only $6.7 million. In
1972 this figure was almost quadrupled to
$23.8 million. The agency’s research invest-
ment in 1972 was increased by the addition
of $9 million in industry funds and support
services for specific projects showing high
potential of yielding near-term benefits.

Among important projects undertaken .
during the year was a contract to develop
and test a vessel control system using a
shipboard computer linked through orbit-
ing satellites to a shore-based computer.
Through this project, the agency seeks to
capitalize on U. S. advancements in the
computer and space sciences to improve
the efficiency and lower the operating costs
of U. S.-flag vessels.

A major study to identify suitable po-
tential sites for deepwater terminals was
completed. Since few ports in the U. S. are
capable of handling vessels above 80,000
dwt. and the trend in construction is toward
much larger vessels, especially tankers, the
U. S., in order to benefit from the econo-
mies inherent in the huge tankers, must
expand its port capabilities. The study ex-
plored the economic and technical consid-
erations involved in alternative solutions to
this requirement.

During 1972 MarAd’s nuclear propul-
sion program continued to be directed
toward completion of preliminary engi-
neering and initiation of tests to bring an
advanced atomic propulsion system to the
stage where U. S. ship operators and ship-
builders could enter into commercial con-
struction contracts to build competitive
nuclear merchant ships.

e OTHER ACTIVITIES

The Maritime Administration expanded par-
ticipation in international maritime meet-
ings. Most significant was the participation
of the Assistant Secretary of Commerce for
Maritime Affairs in the U.S.-U.S.5.R. negoti-
ations on a wide variety of topics of inter-
est to the U. S. shipping community.

The development of highly sophisti-
cated merchant ships-and fransportation



systems increases the emphasis placed on
port development and intermodal systems.
During the year MarAd was actively en-
gaged in promoting the welfare of, and
“developing new technology for, American
ports—ocean as well as inland and river.
The agency worked with the U. S. Army
Corps of Engineers, Environmental Protec-
tion Agency, Economic Development Ad-
ministration and various industry groups to
develop and analyze facilities for the recep-
tion and disposal of oily wastes, and partici-
pated in river basin and regional bay
studies, and the assessment of require-
ments for navigation locks on inland rivers.

Activities of the agency to eliminate
ship-caused pollution of the oceans were
expanded during the year. A Coordinator
of Environmental Activities was designated
and assigned principal responsibility for
effectively implementing the National En-
vironmental Policy Act of 1969 and related
environmental regulations. The agency also
developed data for the Intergovernmental
Maritime Consultative Organization which
will be used in developing international
regulations aimed at the elimination of in-
tentional oily discharges from tankers by
the middle of this decade.

In addition to a study undertaken in
cooperation with several government agen-
cies and industry associations, the Maritime
Administration is working with a local port
authority to obtain a surplus U. S. Navy tank
farm to demonstrate the technical and eco-
nomic feasibility of recycling oily ship
wastes.

To determine ways in which merchant
vessels could aid the U. S. Navy in carrying
out its logistic support missions, a standard
merchant tanker, the S5 ERNA ELIZABETH,
was operated with U. 5. Navy and NATO

495-741 O - 73 - 2

ships to test the feasibility of at-sea refuel-
ing of aircraft carriers, frigates and destroy-
ers. During the two-month trial, the tanker
successfully replenished 40 military vessels
in the Caribbean, Mid-Atlantic and Medi-
terranean.

During the year the agency was re-
structured through the establishment of
five new offices to give added impetus to
high priority programs: '

(1) The Office of Domestic Shipping
was established as an independent office
to aid the promotion and development of
the Great Lakes, inland waterways and do-
mestic oceanborne trades,

{2) An Office of Maritime Research
Centers was created within the Office of
Research and Development to control and
coordinate the activities of the two National
Maritime Research Centers,

(3) An Office of Marine Insurance was
established under the Assistant Administra-
tor for Maritime Aids to develop and ad-
minister the marine insurance activities of
the agency,

(4) The Office of Budget and Accounts
was formed by consolidating the budgeting
and accounting functions within one office,
and

{5} The Office of Financial Analysis was
created to provide timely analysis of the
financial condition of the shipping industry
or its specific segments.

o CONCLUSION

As a result of these agency activities, and
many others, substantial progress was made
in implementing the Merchant Marine Act
of 1970 during the vear.

Specific details of the Maritime Admin-
istration’s activities during fiscal year 1972
are provided in subsequent sections of this
report.



(Above) President Nixon announces the award of nearly $660 million in contracts for the construction of 16
advanced-design merchant ships in five U.S. shipyards. (Below) Shipyard workers at National Steel & Shipbuild-
ing Company in San Diego hear President Nixon announce the award of a $54.6 million construction contract

to their yard.




o CONTRACTS AWARDED

in direct support of the national policy to
revitalize the American Merchant Marine,
the Maritime Administration (MarAd) en-
tered into construction—differential sub-
sidy contracts for the construction of 21
advanced, highly productive vessels during
the fiscal year. Valued at $772.1 million,
they constitute the largest investment in
ship construction in any peacetime year
since passage of the 1936 Merchant Marine
Act. Included among these new ships are
the three largest tankers, at 265,000-dead-
weight tons, and the three largest roll on/
roll off vanships ever built in the United
States. The vessels contracted for during
fiscal year 1972 and those already under
construction represent the initial flights of
modern ships called for by the Merchant
Marine Act of 1970 to rejuvenate the U. S.
merchant fleet.

in addition to the 21 new ships, con-
struction-differential subsidy contracts were
awarded covering the conversion and mod-
ernization of five existing ships (See Table
1.

Private contracts were awarded for the
construction of: one 80,000-deadweight

Ship Construction

ton (dwt) tanker and one 23,000-dwt deep-
sea mining ship at Sun Shipbuilding and
Dry Dock Co., Chester, Pa.; one 120,000-
dwt tanker at Bethlehem Steel Corp., Spar-
rows, Md.; one 26,000-dwt Great Lakes ore
carrier at The American Ship Building Co.,
Toledo, Ohio; one 28,100-dwt bulk carrier
at Lockheed Shipbuilding and Construction
Co., Seattle, Wash.; nine 25,000-dwt tank-
ers at Bath Iron Works Corp., Bath., Me.,
and Todd Shipyards Corp., San Pedro,
Calif.; one 7,200-dwt tanker at SB A Ship-
yards, Inc., jennings, La.; and three 35,000-
dwt tankers from Gunderson, inc., Portland,
Ore.

e SHIPS UNDER CONSTRUCTION

The total number of large merchant ships
under construction or conversion in private
U. S. shipyards, increased from 79 on july 1,
1971, to 92 on June 30, 1972 (See Table 2).
Including both subsidized and unsubsidized
construction, this shipbuilding volume—in
terms of gross tonnage—represents the
largest peacetime orderbook in the history
of American shipyards.

The 92 ships under contract at year’s
end had a contract value of approximately



TABLE 1.

CONSTRUCTION—DIFFERENTIAL SUBSEE

Owner

Shipbuilder

Type of Ship

Margate Shipping Co.
Central Gulf Lines, Inc.
Aeron Marine Shipping Co.
MFC-Boston Tankers, Inc. i
MFC-Boston Tankers, Inc. IV
MFC-Boston Tankers, Inc. Vi
Sea Service Tankers, Inc.
States Steamship Co.
Langfitt Shipping Corp.
Tyler Tanker Corp.

Polk Tanker Corp.

American Mail Line, Ltd.
Lykes Bros. Steamship Co., Inc.

National Steel & Shipbuilding Co.

Avondale Shipyards, Inc.

National Steel & Shipbuilding Co.

Bethlehem Steel Corp.
Bethliehem Steel Corp.
Bethlehem Steel Corp.
Todd Shipyards Corp.

Bath iron Works Corp.
Seatrain Shipbuilding Corp.
Seatrain Shipbuilding Corp.
Seatrain Shipbuilding Corp.
Todd Shipyards Corp.
Todd Shipyards Corp.

Tanker-T6-5-93a
LASH-C3-5-81d
Tanker-T8-5-100a
Tanker-T10-5-101b
Tanker-T10-5-101b
Tanker-T10-5-101b
Tanker-T6-M-98a
RO/RO-C7-5-95a
Tanker-T10-5-92a
Tanker-T10-5-92a
Tanker-T10-S-92a

Containership-C6-S-Txa
Breakbulk/Containership

C5-S-37f

TOTAL CDS CONTRACTS AWARDED IN FISCAL YEAR 1972

1 Total Contract Cost Including CDS and National Defense Features, but Excluding Engineering and Change Orders.
* Reconstruction

TABLE 2. SHIPS UNDER
CONSTRUCTION/CONVERSION

$2.05 billion. Of these, 60 with a contract

value of approximately $1.5 billion were

being built or converted with subsidy. The

— remaining 32 were being financed privately

or with Title XI mortgage and loan insur-
ance.

Ships under conversion at the end of

Number of Ships

Total  Ne ng;er' the year included 12 subsidized cargo ships
W fons being modified to carry containers. In addi-
Under Contract tion, one private tanker was being jumbo-
July 1, 1971 79 57 22 ized.
Award During o -SMALL VESSELS
The Fishing Vessel improvement Act ex-
FY 1972 _iz EZ j pired on june 30, 1972, and the fast two
Sub Total 121 94 27 vessels built under this act were delivered
to their owners during fiscal year 1972.
Completed During in September 1971 the stern trawler
FY 1972 29 15 14 ROBERT F. O’HARA, built by Gamage Ship-
— — — building, Inc., South Bristol, Me., was deliv-
Under Contract ered to Dorothy M. O’Hara, inc. The last
June 30, 1972 92 79 13 vessel, the J. BRADLEY O'HARA was deliv-

ered by Jakobson Shipyard, Inc., to Trawler
Fordham, Inc. in October 1971.




ONTRACTS AWARDED DURING FISCAL YEAR 1972

Estimated Estimated
Cost Cost to

to Govt. of Covt. of

Total Estimated Total Construction- MNational

No. of DWT. Completion Estimated Differential Defense
Ships Tonnage Date Cost’ Subsidy Features
3 114,900 1-31-75 $ 54,665,100 $ 23,435,043 $ 165,000
2 78,200 12-31-74 54,698,000 23,502,940 40,000

3 258,000 1-30-76 83,566,461 35,814,000 166,461
1 265,000 4-30-75 71,234,000 30,566,703 133,000
1 265,000 9-30-75 71,234,000 30,566,703 133,000
1 265,000 3-31-76 71,234,000 30,566,703 133,000
4 140,000 4- 1-76 79,460,000 34,120,000 —
3 56,730 3-11-76 114,129,477 48,744,000 728,477
1 225,000 2-28-73 46,043,200 19,766,000 43,200
1 225,000 2-28-74 62,929,700 27,017,500 57,000
1 225,000 12-31-74 62,929,700 27,017,500 57,000
1* 21,696 9-15-72 9,463,323 3,920,680 15,900
4* 58,760 2-18-73 13,958,276 5,998,276 —_—

26 2,198,286 — $795,545,237 $341,036,048 $1,673,038

During the 12 years the Act was in
effect, 45 fishing vessels were constructed
under the program.

o DELIVERIES

On july 1, 1971, there were 33 new mer-
chant ships being built with construction-
differential subsidy (CDS) contracts. Of
these six were delivered during the fiscal
year. In addition, eight tankers and one ore
carrier, built without subsidy, were deliv-
ered, making a total of 15 new ship deliv-
eries (See Table 3). There were also 14 con-
versions completed of which 11 were sub-
sidized, and three were privately financed.

o SEA TRIALS AND GUARANTEE SURVEYS

Sea trials and acceptance surveys were con-
ducted on 11 subsidized ships. The Trial
and Guarantee Survey Board also observed
the sea trials of four vessels which were
constructed under the Title XI Mortgage

Insurance Program. Final guarantee surveys
were conducted on 11 subsidized ships.

o DESIGN AND DEVELOPMENT

Together with the Department of the Navy,
the agency undertook a study of the eco-
nomic, procedural, procurement, and tech-
nical aspects of floating pier systems. The
objective of the study is to develop portable
terminals at which deep-draft, non-self-sus-
taining containerships can off-load supplies
for Navy and Marine Corps contingency
forces operating in undeveloped areas.

The growing importance of liquefied
natural gas (LNG) tankers, which carry this
clean-burning fuel in a liquid state at a
temperature of minus 260 degrees,
prompted an investigation of various pro-
posed cargo containment and handling
systems to determine which are most ap-
propriate for construction in American ship-
yards in terms of the yards’' capabilities.
Preparation of in-house benchmark de-
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TABLE 3.

SHIP DELIVERIES DURING FISCAL YEAR 1972

Owner Builder Design Delivered
SUBSIDIZED
PACIFIC FAR EAST LINE Avondale Shipyards C8-5-81b 5
LYKES BROS. General Dynamics, Quincy C8-5-82a 1
Division
LYKES BROS. Todd, Galveston, Tex. C5-S-37e 6*
AMERICAN MAIL LINE, Bethiehem, San Francisco, C6-5-1x 3*
LTD. Calif.
AMERICAN PRESIDENT Todd, Seattle, Wash., & C6-5-69¢ 2*
LINES, LTD. San Pedro, Calif.
Total Subsidized Deliveries 17
NON-SUBSIDIZED
HENDY CORP. Bethlehem, Sparrows Point Tanker 4
FALCON TANKERS, INC. Litton, Ingalls Tanker 3
MATHIASEN’S TANKERS Sun SB and DD Co. Tanker 1
BETHLEHEM STEEL Litton, Erie Marine Ore Carrier 1
TEXACO INC. Maryland SB & DD Co. Tanker T*
AMERICAN OIL CO. Newport News SB & DD Co. Tanker 1*
SABINE TOWING & TRANS. Newport News SB & DD Co. Tanker 1*
Total Non-subsidized Deliveries 12
TOTAL DELIVERIES 29

* Conversions

signs and comparative studies was initiated
during the year to prepare for the future
building of LNG ships in this country.

The Maritime Administration contin-
ued to promote the adoption of shipboard
mechanization and automation, with partic-
ular emphasis on utilizing advanced sys-
tems to achieve reductions in shipboard
manning. Completed studies for unat-
tended enginerooms on American ships in-
dicate that a remote engineroom watch is
entirely feasible and that designs meeting
the most recent regulatory requirements
are in sight.

The third revision to the Maritime Ad-
ministration’s Standard Specifications for
Merchant Ship Construction has been de-
veloped. Widely accepted by the industry
as a basic reference book, the current revi-

sion of the Specifications is being expanded
to include Lighter-Aboard-Ship (LASH), ore-
bulk-oil (OBO), and tank vessels in addition
to the ships covered by the original version.
Future editions are expected to encompass
LNG carriers, tug-barge combinations, and
other specialized designs, so that it will re-
main a truly standard specification for the
American Merchant Marine.

At the request of the municipal gov-
ernments of Milwaukee, Wis., and Muske-
gan, Mich., for domestic shipping assist-
ance, a preliminary design of a passenger/
auto ferry to connect these two cities on
Lake Michigan was prepared. The study was
carried to the point that engineering feasi-
bility, construction costs and ship character-
istics were all determined in sufficient de-
tail to permit the cities to determine the
economic viability of such a venture.



e VALUE ENGINEERING

The value engineering program produced
savings of $2,682,000 in fiscal year 1972.
The cumulative program savings since its
inception in 1957 are approximately
$24,132,000.

o POLLUTION ABATEMENT

During fiscal year 1972, the Maritime Ad-
ministration accelerated its efforts at the
national and international levels to control
and abate ship-generated pollution. To pro-
vide effective management of the agency’s
broad pollution abatement activities and
programs, a Coordinator of Environmental
Activities was designated and assigned prin-
cipal responsibility for carrying out the
functions required to implement the Na-
tional Environmental Policy Act of 1969 and
related environmental regulations. All such
staff functions were delegated to a newly
established MarAd Environmental Activities
Group which provides full time consulting
and technical support to MarAd operating
units concerned with pollution abatement
programs. :

To provide an assessment of the envi-
ronmental impact of MarAd’s merchant
ship construction program for the Seventies,
a working paper was completed and sub-
mitted to the Council on Environmental
Quality (CEQ). The preliminary draft of a
similar paper for LNG vessels was com-
pleted describing MarAd’s program in this
field and related safety and pollution abate-
ment activities. For the on-going CEQ Inter-
agency Study on the Environmental Impact
of Supertankers, the agency provided data
on traffic movement and density of tankers
carrying oil to selected port sites under

-evaluation. The study is scheduled for com-

pletion by the end of calendar year 1972.

All specifications for tankers contracted
for under the ship construction program
were reviewed to assure compliance with
MarAd specifications governing the control
of ship-generated pollutants, including oil,
sewage, garbage and smoke. MarAd collab-
orated with the U. S. Coast Guard and
the Environmental Protection Agency in the
promulgation of two important national
regulations to control oil spills and sewage
discharges in U. S. waters. At the interna-
tional level, MarAd, in conjunction with the
Coast Guard, EPA, and industry, completed
the Segregated Ballast Tanker Study for the
Intergovernmental Maritime Consultative
Organization (IMCO) covering tanker de-
sign configurations in the range of 120,000
to 500,000 deadweight tons. At the request
of IMCO this study will be extended to
smaller clean-product and chemical car-
riers.

Furthering the international effort

aimed at the elimination of intentional oily
discharges from tankers by the middle of
this decade, MarAd representatives at-
tended IMCO technical subcommittee
meetings held to draft a convention on
marine pollution, which will be the subject
of an international conference to be held
under IMCO auspices in October 1973.

In addition to the development of
multi-national standards for the protection
of the marine environment, the agency also
worked with the Department of State and
the CEQ to reach a bi-lateral agreement
with Canada on preserving and enhancing
the water quality of the Great Lakes and an
accord with the U.S.S.R. on a broad-scale
agreement to establish cooperative pro-
grams on mutual environmental problems.
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An in-house study with the U. 5. Coast
Guard on preventing barge pollution of the
inland waterways and Great Lakes was ini-
tiated with a Great Lakes’ operator and a
private research organization.

Additionally, ongoing research pro-
grams are being pursued on the effects of
oit spills on marine organisms and the de-
velopment of shoreside facilities for col-
lecting and treating ship generated waste.
Shore-based and shipboard equipment de-
signed to economically separate oily wastes
are being tested and oil monitoring and
measuring equipment are being developed.
Also, a national testing facility for oily water
separators will be installed as part of the
facilities of the National Maritime Research
Center in Galveston, Tex.

e SHIPYARD IMPROVEMENTS

In the five-year period, 1967-71, American
shipbuilders invested nearly $500 million in
modernization. This investment was di-

rected at introducing automated equipment
and highly mechanized production systems
into the previously fabor-intensive ship-
building process. In addition to upgrading
projects in most American yards, three new
yards were built. Litton Industries, Inc., con-

i E

Bethlehem Steel’s new 1,200-foot long shipbuilding b

at Sparrows Point, Md. can build vessels larger than

300,000 dwt.

structed a shipbuilding facility in Pasca-
goula, Miss., to build both large naval and
merchant ships as well as a yard at Erie, Pa.,
to construct ore carriers and barges for the
Great Lakes trades. Also, Seatrain Ship-
building Corp. reactivated the former
Brooklyn, N. Y., Navy Yard for the construc-
tion of very large crude carriers in excess of
200,000 deadweight tons each.

Highlights of specific improvements
made at shipyards during this period are:

{1) Bath Iron Works Corp., Bath, Me.,
invested approximately $9 million to pro-
vide facilities to construct ships of far
greater beam and displacement than was
previously possible. The yard’s moderniza-
tion activities for steel processing and as-
sembly involve extensive acquisition of new
equipment, construction of an all-weather
fabrication and assembly building with high
capacity (200-ton) overhead cranes and
better arranged flow lines.

(2) The Quincy Shipbuilding Division of
General Dynamics Corp., located at Quincy,
Mass., has created an in-house research and
development program primarily directed
toward the development of methods and
facilities for constructing liquefied natural
gas carriers and very large crude carriers to
production-oriented designs. Since 1969,

One of the capital improvements at the Los
Angeles Division of Todd Shipyards Corp. was
the installation of this 175-ton-capacity crane
which is used to move large prefabricated sec-
tions of a vessel to the building basin.
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the yard has spent $10 million to adapt its
facilities for modular ship construction.

(3) Bethlehem Steel Corp.’s Sparrows
Point, Md., yard recently complieted an $18
million program to build a graving dock
large enough for the construction of
300,000-dwt tankers and a modern steel-
handling and steel-fabrication facility. Im-
provements at the yard include installation
of a numerically controlled gas plate-
cutting machine and an automatic plate and
shape blasting-painting machine, as well as
a new panel shop and blast and coating
complex capable of handling ship sub-
assemblies weighing as much as 200 tons.

{4} One of the most visible improve-
ments at Mewport News Shipbuilding and
Dry Dock Company, Newport News, Va., is
a 310-ton crane. Standing 19 stories high
and spanning two shipways, this crane per-
mits the efficient handling of large sub-
assemblies, heavy machinery and propul-
sion components,

(8} Avondale Shipyards, Inc., New
Orleans, La., has constructed a large pro-
duction line served by computers and auto-
mated and mechanized material handling
and fabrication systems at a total cost of
$54 million.

(8) National Steel and Shipbuilding
Co., San Diego, Calif., has undertaken ex-
tensive improvements amounting to $3.5
million for a new steel-handling facility,
construction of two new building ways, a
warehouse, and an engineering building.

(7} The Sun Shipbuilding and Dry
Dock Co. has spent more than $2 million
to construct an engineering building and
extend its dry dock.

{8) Todd Shipyards Corp. invested $10
million to upgrade its shipyard facilities.

Although not comprehensive, this list
is representative of the commitment of U. S.
shipbuilders to compete more effectively
with foreign yards, narrowing the price
differential between them.

in addition, future modernization plans
of existing yards are expected to aggregate
more than $100 million annually because of
the interest of American shipyards in enter-
ing the world market for the construction of
tiquefied natural gas (LNG) carriers and the
requirements of the Alaskan oil trade. Table
4 shows future investment plans of the
major shipbuilding companies. Although
not comprehensive, this list is indicative of
the desire of American shipyards to meet
the challenge of the Merchant Marine Act
of 1970.

TABLE 4, MAJOR SHIPYARD FUTURE INVESTMENT PLAMS
Proposed
Expenditures
Shipyard {Millions) Improvements
General Dynamics Corp. $ 12.0 (LNG) To reconstruct yard facilities for building

or 19.5 (VLCO)

- Chicago Bridge & Iron Co., 7.0 to

Brunswick, Ga. 2.0

National Steel & Shipbuilding 116.0
Co.

Newport News 5B & DD Co. 106.0

Seatrain Shipbuilding Corp. 2.5

Todd Shipyards Corp., 76.0
Galveston, Tex.

Todd Shipyards Corp., 135

San Pedro, Calif.

LNG transports and very large crude
carriers (VLCC).

New facilities for constructing LNG tanks

for shipyards with prime contracts for

LNG ships.

New yard to construct LNG ships.

New yard to construct LNG ships.
New painting facility.

New yard to construct LNG ships.

New cranes and shipways for ships as
large as VLCCs.

TOTAL FUTURE INVESTMENT $333.0—%345.5

495-741 O - 73 - 3
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The Maritime Administration established
the Office of Domestic Shipping in October
1971 to promote all segments of the do-
mestic shipping industry. This includes in-
land waterways and Great Lakes operators,
as well as those in the coastwise, inter-
coastal and non-contiguous trades. This
action implements the longstanding man-
date of the Merchant Marine Act of 1936,
as amended, for the Maritime Administra-
tion to promote a merchant marine “suffi-
cient to carry its domestic waterborne com-
merce . . . and to provide shipping service
on all routes essential to maintaining the
flow of such domestic . . . waterborne com-
merce at all times.” This directive was given
new impetus by the Merchant Marine Act
of 1970, which specifies the extension of
benefits to the entire merchant marine.

o PLANNING CONFERENCE

After preliminary, informal meetings with
individual domestic shipping groups, MarAd
sponsored a National Planning Conference
on Domestic Shipping (April 30 to May 4,
1972). Held in St. Louis, Mo., its purpose
was to identify industry needs and define
goals for an effective program to meet
them. A major objective of this “working
conference” was to insure that the long-
range program initiated by the Maritime
Administration would be fully responsive to
the needs of the industry. This was the first
coordinated effort by responsible repre-

This 69,800-ton tanker, which was delivered during
the year, is employed in the crude oil trade between
the U.S. West Coast and Alaska.
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sentatives of management, fabor and gov-
ernment to define the current and future
problems faced by the nation’s waterborne
domestic shipping industry.

As a result of the conference a recom-
mended five-year program was developed.
At the end of the fiscal year the proposed
program was under evaluation by MarAd.
A number of the conference’s recommen-
dations reflect programs already underway
in the agency. These and additional pro-
grams which will result from MarAd deci-
sions regarding conference recommenda-
tions will constitute the new national do-
mestic shipping program.

o DOMESTIC OMBUDSMAN

During the year, the Office of Domestic
Shipping played a key role within the gov-
ernment as an “Ombudsman for the do-
mestic shipping industry.” Extending to the
field of legislation, the best interests of the
industry are brought to the attention of
agencies whose actions may have an impact
on the industry’s operations. In addition,
the Office of Domestic Shipping has pro-
vided a forum in which problems of mutual
concern in the industry can be discussed
and in which new ideas for improved
equipment and services can be explored
and evaluated.

joint efforts with industry and other gov-
ernment agencies resulted in the creation
of a computerized data bank for domestic
commodity movements, traffic patterns and
transport forecasts. These will aid the do-
mestic shipping industry in pinpointing new
markets and balancing out existing trades.

» EXTENSION OF GREAT LAKES SHIPPING
SEASON

As part of a multi-agency federal three-year
demonstration program to extend the win-
ter navigation season on the Great Lakes/
St. Lawrence Seaway, MarAd deveioped the
design for a laser navigation system. Pro-
posed for development during fiscal year
1973, this equipment will automatically
provide precise position data to a vessel
navigating on the lakes during the winter
months when floating navigation aids are
temporarily removed.



o CHARGER LOG

The feasibility of a standard merchant
tanker to provide underway fueling to U. S.
Navy and NATO ships was demonstrated by
the joint Navy/MarAd project, Charger Log
I. The SS ERNA ELIZABETH, a 35,000 ton,
typical U.S.-flag merchant tanker, operated
with U. S. Navy and NATO ships for a two-
month period in the Caribbean, Mid-
Atlantic and Mediterranean areas providing
at-sea replenishment to 40 ships including
aircraft carriers, frigates, and destroyers.

The significance of this successful op-
eration was concisely expressed by Chief of
Naval Operations Admiral Elmo R. Zumwalt,
Jr.o .. . it proved the feasibility of using
commercial tankers to consolidate Navy re-
plenishment ships and to provide limited
replenishment of combatant ships. The
knowledge that this surge capability is
available can expand the employment op-
tions of our Fleet.”

Other joint Navy/MarAd tests are con-
templated for the future to determine other
fleet support roles that can be assumed by
commercial merchant ships.

To further increase the coordination
between the Navy and the merchant ma-
rine, the Emory S. Land Chair of Merchant
Marine Affairs was established during the
fiscal year at the U. S. Naval War College,
Newport, R.I. Through lectures and discus-
sions with naval officers, the professor hold-
ing this Chair will be able to impart to them
a better appreciation of the capabilities of
the U. S. merchant fleet to meet this na-
tion’s vital defense needs.

o MARAD ADVISORY BULLETIN

During the year, 22 MarAd Advisory Bulle-
tins were disseminated to U. S.-flag steam-
ship operators.

The bulletins, containing significant,
current operational data, are published and
distributed as frequently as items of impor-
tance occur. They alert U.S.-flag operators
to such matters as new or revised U.S. and
foreign customs regulations, and entrance
and clearance procedures which assist the
operators in avoiding vessel delays and
penalties.

s FOREIGN TRAMSFERS

Approval was granted to transfer 141 ships
of 1,000 gross tons and over to foreign
firms. Over 50 percent of these vessels were
sold for scrapping abroad. Thirty-three of
the 141 ships were undocumented or regis-

tered under foreign flags though owned by

a U. S. citizen (See Appendix V).

Charters of U. S.-owned ships to aliens
were approved on 20 ships of 1,000 gross
tons and over.

Applications for transfer foreign of 593
vessels of less than 1,000 gross tons (450
commercial and 143 pleasure craft) were

- approved, and charters of 67 ships to aliens

were approved.

Of 12 violations involving the sale of
privately owned ships to aliens without
prior approval of the Maritime Administra-
tion, nine were mitigated or settled during
the year.

Nine banks were approved as Trustees
and 30 banks were approved to continue
on the Roster of Approved Trustees, pur-
suant to Public Law 89-346 and General
Order 107.

General Order 58, which sets forth the
regulations governing foreign transfers, was
amended to: (1) extend blanket approval
previously granted to non-resident, non-
citizens to all those residing in the United
States, and (2) give blanket approval for
U. S. shipyards to construct vessels de-
signed primarily for use in exploration and
drilling for oil, gas and other minerals at
underwater locations for foreign owners.

User charges for filing applications for
foreign transfers and similar actions
amounted to $37,425 in FY 1972.

o MAINTENANCE AND REPAIR

The systematic processing of maintenance
and repair cost information received from
subsidized operators presents an efficient
method for determining the suitability and
reliability’ of equipment on subsidized

A commercial tanker, the SS ERNA ELIZABETH, re-
fuels the USS INDEPENDENCE while underway. With
MarAd’s cooperation, the tanker was chartered by
the Military Sealift Command to test at-sea refueling
techniques with Navy vessels.
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ships. During fiscal year 1972, several for-
eign shipping delegations, after reviewing
many government plans for control of mer-
chant marine maintenance and repair cosfs
around the world, expressed the opinion
that the Maritime Administration’s Ship
Maintenance and Repair Data Processing
and Evaluation System is the most compre-
hensive and productive.

The modified federal surveillance over
the maintenance and repair activities of
subsidized ship operators, initiated in fiscal
year 1970, continued in fiscal year 1972.
The adoption of this procedure achieved a
savings of $200,000 through manpower re-
ductions.

Approximately 625 surveys were made
during the year to assure compliance with
various contractual commitments under the
Title Xi ship mortgage insurance and oper-
ating subsidy programs.

Maintenance and repair expenditures
for the five state maritime academy school
ships in FY 1972 totaled $890,500.

Maintenance and repair expenditures
generated approximately 50,000 man-days
of work throughout the marine industry and
its supporting services.

During the year, a task force was estab-
lished to review the survey and inspection
requirements for ships under Title Xi and
preferred mortgages and those sold for
scrap or nontransportation use. As a result
of the task force recommendations, the
number of inspections and surveys was re-
duced consistent with agency policy to
eliminate nonessential surveillance over
persons doing business with the federal
government, while still protecting the gov-
ernment’s interest.

o REACTIVATION EVALUATION PROGRAM
OF NDRF SHIPS

A major responsibility of the Maritime Ad-
ministration is to provide merchant ship-
ping during times of national emergency.
One of the immediate and larger sources
of shipping available to MarAd are the ves-
sels faid-up in the National Defense Reserve
Fleet (NDRF).

During fiscal year 1972 MarAd em-
barked on a program to evaluate tech-
niques necessary to rapidly and economi-
cally reactivate a Victory ship, laid-up under
a dehumidified preservation system in the
NDRF, giving full consideration to the
maintenance, repair, reconditioning and

betterment of the 123 Victory ships pres-
ently moored at three active fleet sites.

As a result of this test program, the
overall time and cost to return Victory ships
from the NDRF to a ‘“ready for service”
status will be significantly reduced. The
theoretical aspects of this evaluation were
substantiated with the actual breakout and
partial activation of the SS GREELEY VIC-
TORY from the James River, Va., reserve
fleet.

e MNATIONAL DEFENSE RESERVE FLEET

On june 30, 1972, 673 ships were moored
in the four locations of the National De-
fense Reserve Fleet excluding 28 ships sold
but not delivered (See Table 5). During the
year 29 ships were placed in the fleet and
199 ships were withdrawn (See Table 6).
The Olympia, Wash., reserve fleet was
closed during the fiscal vyear, and the Mo-
bile, Ala., reserve fleet phase-out continued
to progress on schedule, with completion
scheduled for fiscal year 1973.

The number of retention ships de-
creased from 381 to 356 during the year.

The preservation program (including
conventional preservation, dehumidifica-
tion, and cathodic protection) established
for the remaining retention ships pro-
gressed satisfactorily. The fiscal year plan
called for 29,888 man-days of work and was
99 percent completed.

TABLE 5. SHIPS IN RESERVE FLEET
AS OF JUNE 30, 1972
Scrap and
Cannibal-
Fleet Retention ization sp! Total
James River,
Va. 143 123 1 267
Mobile,
Ala. e 30 —_ 30
Beaumont,
Tex. 53 34 1 88
Suisun Bay,
Calif. 160 126 2 288

TOTAL 356 313 4 673

! Special Projects.

2 Excludes 28 ships sold for scrap but not delivered. This
total represents a decrease of 1,604 ships from the re-
serve fleets, peak of 2,277 vessels. (See Appendix Vi)



Assistant Secretary Blackwell dedicates plaque commemo- This monument marks the position of the

rating the Jocation of the Hudson River, N.Y., National
Defense. Reserve Fleet which was closed during the year.

o VESSEL EXCHAMNGES

Under the Ship Exchange Act of 1960, as
amended, Maritime traded out one R1-M-
AV3 refrigerated cargo ship, the MV KER-
STIN, an ex-Navy store ship, during the
year. The KERSTIN was assigned to Star Kist
Foods, Inc., a subsidiary of H. J. Heinz Com-
pany, in exchange for the ferryboat SANTA
ROSA. Star Kist will reconstruct the ship
and use it in fishing operations.

The Ship Exchange Act expired on
July 5, 1972. Four hundred thirty-four appli-
cations had been filed for the exchange/
transfer of ships during the program’s 12-
year history (1960-1972). MarAd exchanged
122 government-owned ships for 126 pri-

TABLE 6.  RESERVE FLEET ARRIVALS
AND WITHDRAWALS DURING
FISCAL YEAR 1972

Reason or Source Arrivals  Withdrawals
Sold Scrap — 191
U. S. Navy 15 0
Military Sealift

Command .6 0
U.S. Army 1 0]
U. S. Coast Guard 3 1
Title Xl 0 1
Inter-fleet Transfers/

Retention Ships 4 6

TOTAL 29 199

Olympia, Wash., National Defense Reserve Fleet,
before it was closed during the fiscal year.

vately-owned ships belonging to 50 com-
panies. In payment for the difference in
value between vessels traded-out and those
traded-in, the government received ap-
proximately $24,061,543. a

o SHIP SALES

The sale of 111 Liberty and 92 other ships
from NDRF anchorages for scrap or non-
transportation use during the fiscal year
yielded an aggregate return of $9,213,-
113.25 to the government. An additional
ten ships from non-fleet locations were
sold for scrap or nontransportation use at a
total price of $1,635,295.22 during FY 1972.

The Hydrofoil HS VICTORIA, built in
1966 with the aid of Title Xl mortgage insur-
ance and acquired by the government in
January 1969, through a mortgage foreclo-
sure proceeding, was sold in August 1971
for U.S.-flag operation at a price of
$150,000.

In summary, 214 government-owned
ships were sold during the year for a return
of $10,998,408.47.

Under the Merchant Marine Act, 1936,
as amended, and the Ship Sales Act of 1946,
ships were sold to foreign operators with
loans of $236,596,361. A total of $56,477,-
798 in interest was collected during the life
of these foreign loans. The agreement with
Banco Do Brasil, covering payment on 11
outstanding mortgages for ships furnished
to Brazilian operators under the 1946 Act,
was terminated with the payment of the
principal balance of $56,890 and $1,431 in
interest by Banco Do Brasil. At the close of
the fiscal year, all balances of principal and
interest had been paid.
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The use of containers has increased the productivity of ocean transportation systems.
Containers can be lifted directly off truck chassis by cranes which deposit them on
a vessel.
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o INTERMODAL TRAMSPORT

The development of intermodal transport
continued to represent the promise and
challenge of the future for the American
operators competing in the international
marketplace. Offering the economies of
scale associated with capital intensive meth-
ods, containerization and other through-
movement unitization programs have
changed the nature of the ocean transpor-
tation business. Instead of simply providing
port-to-port shipping services, steamship
lines now offer the overall movement of
freight from origin to destination.

Despite tne innovativeness of Ameri-
can operators in this field over the last
decade, this country’s superiority in furnish-
ing these high-technology services consti-
tutes no monopoly, since foreign operators
have aggressively responded to the chal-
lenge with equally substantial investment
and effort to develop through-transporta-
tion systems.

On the mostly highly containerized
trade routes the focus of concern is shifting
from providing capacity to insuring high
utilization of existing vessels and equip-
ment. Information developed by the Mari-
time Administration reveals significant un-
derutilization in many of the services of-
fered by American operators.

During fiscal year 1972, efforts of the
agency were directed to the identification
of specific opportunities to overcome im-
pediments, thus increasing intermodal traf-
fic and overall system utilization.

A study on the Impact of Marine Con-
tainerization on the U.S. Transportation
System was completed, providing forecasts
of container fleets, trade, and port capaci-
ties for the remainder of this decade, by
developing a computerized model for fore-
casting these variables under various as-
sumptions, the study provides an analyti-
cal framework for rational decision making
by containership operators and other firms
involved in intermodal transportation.

Projects have been initiated to expand
employment of refrigerated containers by
maximizing their usage (a study of sea-
sonal/area commodity requirements), by
expediting movement (study of supply and

dispatch problems), and by generally in-
creasing shipper awareness of the transport
potential inherent in the intermodal move-
ment of perishable fruits and vegetables.

The increased penetration of marine
containers into land transport has created
institutional problems with domestic rail
carriers. As a result, MarAd has intervened
in regulatory matters before the Interstate
Commerce Commission to assist the mari-
time industry in eliminating potentially dis-
advantageous proposals and practices of
inland carriers. Similarly, MarAd has inter-
vened with the Customs Bureau and the
Federal Maritime Commission to seek satis-
factory solutions to complex regulatory
constraints relating to the development of
new barge-carrying transport systems.

e PORT DEVELOPMENT

in the President’s message to Congress of
October 23, 1969, announcing his program
for the rehabilitation of the American mer-
chant fleet, he stated that “the larger capi-
tal investment necessary to construct a
modern and efficient merchant fleet re-
quires corresponding port development.”
Directly related to the efficiency and effec-
tiveness of the Merchant Marine is the ter-
minal capability of U. S. ocean ports, as well
as those on the Great Lakes and inland
waterways.

The port industry in America has tradi-
tionally been in the position of reacting to
new requirements stemming from develop-
ments in naval architecture, cargo handling,
and automation in an attempt to keep pace
with these technological changes. As a re-
sult there frequently is a long lag between
the introduction of new shipping technol-
ogy and the development of adequate port
capability to accommodate the vessel-ori-
ented innovations. The Maritime Adminis-
tration must, therefore, maintain a position

‘of influence in promoting the welfare of,

and developing new technology for, the
American port industry. Now that the mer-
chant marine revitalization program is
underway, MarAd is involved in this equally
important area of terminal activity. One
principal contribution in this field during
this fiscal year was the agency’s providing
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The world’s first LASH (Lighter-Aboard-Ship) terminal became operational as part of the Port of San Francisco
during 1972.

the initiative leading to the resolution of a
problem concerning the proper size of a
new navigation lock between the Missis-
sippi River and the Mississippi Gulf Outlet
in the vicinity of the port of New Orleans,
La.

A prime objective of MarAd’s port de-
velopment program is to support and aid
the currently ongoing efforts to develop
deepwater facilities in the United States to
accommodate the large bulk carriers neces-
sary for the economical transportation of
dry and liquid bulk commodities.

The completion during the year of an
economic study relating to deepdraft off-
shore transfer terminals was a major con-
tribution to such efforts. MarAd has also
actively participated in detailed studies by
the U. S. Army Corps of Engineers on the
feasibility of offshore ports, in addition to
the Corps’ more comprehensive studies of
the three major coasts of the United States.

Assisting in the development of ade-
quate facilities to receive and dispose of
oily waters in port areas is a major under-

taking of the agency pursuant to the Presi-
dent’s pollution abatement message of May
20, 1970, which calls for the elimination of
vessel discharges at sea. in this effort, the
agency aids port authorities, local govern-
ment, and private industry.

Working jointly with the American As-
sociation of Port Authorities, American in-
stitute of Merchant Shipping, Environmen-
tal Protection Agency, American Petroleum
Institute, and the U. S. Coast Guard, MarAd
has awarded a contract to investigate the
use of alternative shoreside systems for re-
ceiving oily water, recycling it, and dispos-
ing of residues by some method which
would preclude environmental degradation.

To supplement this contract, MarAd is
cooperating with a port authority in obtain-
ing a surplus U. S. Navy fuel tank farm as a
pilot project to demonstrate the economic
viability of recycling oily waste.

Under the authority of the Water Re-
sources Planning Act of 1965, the Maritime



The LASH and Seabee systems permit preloading of
barges which can be floated to a mothership.

Administration, as a member of the Depart-
ment of Commerce Water Resources Coor-
dinating Committee, has responsibility for
the preparation of the marine elements of:
(1) comprehensive river basin studies, such
as the Southeast New England River Basin
Study, the Long Island Sound Study, the
Great Lakes Basin Commission Study, and
the Lower Mississippi River Basin Study;
(2) Congressionally authorized and funded
regional bay studies such as the San Fran-
cisco Bay In-Depth Study and the Chesa-
peake Bay Study; and (3) the deep-draft
regional port studies that are now author-
ized for Gulf and North Atlantic coasts and
the soon-to-be authorized Pacific Coast
study. These studies are designed to ex-
plore the best uses of water and related
land facilities and resources to meet con-
temporary and long-range needs for safe,
efficient, and adequate water transportation
consistent with other national and regional
objectives.

The Maritime Administration is also
responsible for enhancing the readiness of

495-741 O - 73 - 4

The SS DOCTOR LYKES is one of the world’s largest
general cargo ships.

the port industry in the United States to
react promptly to national emergencies, in-
cluding war and natural and man-made
disasters. The objective of MarAd'’s program
is to provide guidance and technical assist-
ance and emergency operating and organi-
zation plans.

Recognizing the economic impact
which ports have upon their local and re-
gional economies and their contribution to
the Gross National Product, the agency has
initiated studies aimed at quantifying the
economic stimulation being provided by
this nation’s ports and their industries.

Also aimed at promoting the general
well-being of American ports in the Mari-
time Administration’s more active role as
technical port consultant to the Commerce
Department’s Economic Development Ad-
ministration (EDA). Since 1965, EDA grants
and loans for port-related public works
have reached almost $100 million. MarAd
analyzes applications from ports and fur-
nishes EDA with comments on the feasibil-
ity of the proposed improvement projects.
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o OPERATING-DIFFERENTIAL SUBSIDY

At the end of the fiscal year there were 16
operators holding operating-differential
subsidy (ODS) agreements (see Appendix
Vi) and a total of 206 vessels were covered
under these contracts. Payments during the
year on operating subsidy due for 1972 and
for prior years totaled $235,666,821 (See
Chart ).

Operating-differential subsidy, accrued
from january 1, 1937, to june 30, 1972,
totals $3,730,438,304; recapture amounted
to $238,617,774; net payable as of june
30, 1972, was $3,491,820,530, of which
$3,420,846,488 had been paid out, leaving
an estimated unpaid balance of $70,974,042
owed sixteen operators at the end of the
fiscal year.

During the fiscal year five new operat-
ing-differential subsidy contracts were con-
summated under the provisions of the Mer-
chant Marine Act, 1936, as amended, in-
cluding amendments made by the 1970
Act. One contract, effective on january 4,
1972, was awarded to the Margate Shipping
Co., while others were signed with Aeron
Marine Shipping Co. and Sea Service Tank-
ers, inc., on june 30, 1972. However, these
companies will not receive operating sub-
sidy until their new tankers, which are
under construction, enter service between
1974 and 1976.

American Steamship Company became
the first operator to be granted subsidy for
bulk carrier service on the Great Lakes,
when a short-term contract was effected on
April 21, 1972. Scheduled to terminate on
December 31, 1973, unless extended, it
covers two Great Lakes navigating seasons
in U. S.-Canadian trade. Waterman Steam-
ship Corporation, in addition to its long-
term 20-year agreement covering sailings
on Trade Route 18 (U. S. Atlantic and Gulf/
India, Persian Gulf, and Red Sea) which was
signed last fiscal year, concluded a short-
term agreement on May 8, 1972 (terminat-
ing on May 7, 1975, unless extended) for
operations on Trade Route 22 (U.S. Guilf/
Far East).

One former subsidized operator, Gulif
& South American Steamship Co., Inc., ter-
minated its subsidy contract during the fis-
cal year on February 18, 1972. The Assistant
Secretary for Maritime Affairs/Maritime
Subsidy Board had earlier granted consent
for the purchase by Lykes-Youngstown Cor-
poration of W. R. Grace & Co.’s 50 percent
interest in Ly-Gra Corporation, Gulf &
South American’s parent company; and
Lykes thus became the sole owner of both
entities. Also approved was the sale of the
five C-3 vessels owned by G&SA to Lykes
Bros. Steamship Co., Inc., for use on Trade
Route 31 (U. S. Gulf/West Coast of South
America). Thus, Lykes is continuing the ser-
vice formerly operated by G&SA in this
trade.
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Chart |

Millions of Dollars

61 62 63
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64 65 66
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L400— BB s Construction—Differential Subsidy (CDS),

» Including Reconstruction

-300
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56 58 60
FISCAL YEAR

67

68 69

76 71 72

1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 1971 1972
TOTAL ODS & CDS 151.3 128.6 147.4 156.4 226.7 253.5 323.0- 315.4 282.0 301.0 260.0 258.2 297.8 290.2 302.5 404.7 378.9

0oDS 135.3 108.3 120.0 127.7 152.8 150.1 181.9 220.7 203.0 213.3 186.6 175.6 200.1 194.7 205.7 268.0 235.6
CDS (incl. Reconst.) 16.0 203 27.3 287 74.0 103.3 141.0 947 789 877 734 825 97.7 95.5 96.7 136.7 143.3
Fiscal Construction Reconstruction Total Construction Operating- Total
Year Differential Differential and Reconstruction Differential ODS and
1936 Subsidy? Subsidy? Subsidy (CDS)? Subsidy (ODS)? CDS
1937 Y y 4

1938

1939 $ 131,571,571

1940 (Reflects CDS

1941 adjustments cov-

1942 ering World War $ 16,601,213

1943 1t period)

1944 plus

1945 $ 105,852,291 $ 3,286,888 $ 246,249,167 $ 471,968,043
1946 (Equivalent to

1947 CDS—allowances

1948 made in connec-

1949 tion with Mariner y

1950 ship construction $ 5,784,595

1951 program) 14,018,284

1952 41,437,567

1953 62,838,704

1954 $ 5538417 ! J 85,038,513 v
1955 5,358,663 0 $ 5,358,663 115,391,111 $ 120,749,774
1956 1,613,737 $ 14,368,688 15,982,405 135,342,146 151,324,551
1957 16,379,076 3,909,695 20,288,271 108,292,274 128,580,545
1958 22,637,540 4,709,383 27,346,923 120,031,522 147,378,445
1959 21,679,547 7,065,416 28,744,963 127,693,052 156,438,015
1960 69,156,794 4,828,227 73,985,021 152,756,154 226,741,175
1961 102,118,519 1,215,432 103,333,951 150,142,575 253,476,526
1962 136,858,263 4,160,591 141,018,854 181,918,753 322,937,607
1963 90,514,302 4,181,314 94,695,616 220,676,685 315,372,301
1964 77,234,458 1,665,087 78,899,545 203,036,847 281,936,392
1965 87,649,008 38,138 87,687,146 213,334,409 301,021,555
1966 70,810,939 2,571,566 73,382,505 186,628,357 260,010,862
1967 81,592,502 932,114 82,524,616 175,631,860 258,156,476
1968 97,610,561 96,707 97,707,268 200,129,670 297,836,938
1969 95,460,092 57,329 95,517,421 194,702,569 290,219,990
1970 74,999,309 21,723,343 96,722,652 205,731,711 302,454,363
1971 109,250,401 27,450,968 136,701,369 268,021,097 404,722 466
1972 113,567,240 29,748,076 143,315,316 235,666,821 378,982,137
Total all FY $1,517,453,230 $132,008,442 $1,649,461,672 $3,420,846,489 $5,070,308,161

1 Data for construction and reconstruction subsidies are stated on an accrued expenditure basis and do not include any
refunds of CDS made for operation of CDS ships in domestic trades.
2 Data for operating differential subsidy are stated on basis of vouchers approved for payment.



The passenger ship legislation (Public
Law 92-296), signed into law on May 16,
1972, was of particular significance to sev-
eral of the East Coast subsidized operators
who had American-flag passenger ships laid
up, because of consistent losses, despite
subsidy. While idle and without subsidy,
the lay-up costs for these ships (estimated
by the operators to be about six million
dollars) represented a constant drain on the
financial resources of these companies. The
bill authorized sale to foreign buyers of the
55 SANTA ROSA and SS SANTA PAULA of
Prudential-Grace Lines, Inc., the SS ARGEN-
TINA and SS BRASIL of Moore-McCormack
Lines, inc., and the SS CONSTITUTION
owned by American Export Lines, Inc., (for-
merly American Export isbrandtsen Lines,
Inc.). The legislation also authorized the
the government to acquire the SS UNITED
STATES from United States lines, inc., for
retention in the reserve fleet.

Both American President Lines, Lid.,
and Pacific Far East Line, Inc., continued to
operate passenger ships from the U. S. Pa-
cific Coast. Also, Prudential-Grace Llines,
Inc., was granted permission to operate
three of its four M-class passenger-cargo
ships in combination service on Trade
Routes 23, 24 and 25 (U.S. Pacific/Carib-
bean, East Coast of South America, West
Coasts of South America, Central America
and Mexico), with service scheduled to be-
gin during july 1972.

Eleven subsidized lines were given per-
mission to reduce the required number of
minimum sailings on various freight serv-
ices during calendar year 1971 because of
disruptions caused by longshore strikes,
charter of some of their vessels to the Mili-
tary Sealift Command, and other reasons
beyond their control.

Eight applications for operating-differ-
ential subsidy were pending at the end of
fiscal year 1972. Isthmian Lines, Inc.’s appli-
cations for breakbulk operation cover two
services (U. S. Atlantic and Gulf/India, Paki-
stan, Ceylon, and U. S. Atlantic and Gulf/
Persian Gulf, Red Sea) on Trade Route 18.
Applications for U. S./foreign tanker service
include the following companies: Mathia-
sen’s Tanker Industries, Inc., Langfitt Ship-
ping Corporation, Polk Tanker Corporation,
Tyler Tanker Corporation and Texas City
Tankers Corporation. In addition to these
applications from non-subsidized opera-
tors, two companies with existing ODS con-
tracts have applied for operating subsidy

on other services: American Export Lines,
Inc., for its container service on the North
Atlantic (Trade Route 5-7-8-9) and Water-
man Steamship Corporation for breakbulk
operation on Trade Route 21 (U. S. Gulf/
Western Europe).

The Maritime Administration, in coop-
eration with the subsidized shipping lines,
implemented the provisions of the 1970 Act
calling for the application of a wage index
system. This system will substantially elimi-
nate the need for the agency’s detailed re-
view of each collective bargaining agree-
ment, including changes in work rules, rates
of pay, fringe benefits, contributions to spe-
cial funds, etc., to determine whether em-
ployment costs are fair and reasonable. The
rate of change in an appropriate index to
be compiled annually by the Bureau of
Labor Statistics will be deemed the measure
of change in fair and reasonable employ-
ment costs after an initial determination has
been made. With some modifications, re-
vised regulations applicable to liner-type
operations have been applied to bulk-carry-
ing vessels which are being subsidized for
the first time.

Judicial appeals from disallowances by
the Secretary of Commerce of operating-
differential subsidy on certain items of ex-
pense, most notably severance payments
and contributions to union training funds,
are still pending before the courts.

Tentative ODS rates applicable to liner
operations under the 1970 Act have been
calculated for all companies and have been
incorporated by addenda in all contracts
amended pursuant to the new law. Of 228
operating-differential subsidy rates required
for calendar year 1969 for all subsidized
items of expense, 77 have been completed
by the staff and are undergoing examina-
tion by or discussion with the operators
concerned prior to submission to the Board
for approval.

o SECTION 804 ACTIVITIES

Under Section 804 of the Merchant Marine
Act of 1936, as amended, it is unlawful for
any contractor receiving operating-differen-
tial subsidy, or any holding company, sub-
sidiary, affiliate or associate of such con-
tractor, directly or indirectly to own, char-
ter, act as agent or broker for, or operate
any foreign-flag vessel which competes
with an essential American-flag service. This
prohibition also applies to any officers, di-
rectors, agents or executives thereof.
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Artist’s conception of a 35,000 dwt. tanker being constructed for Sea Service Tankers, Inc., by Todd Shipyards
Corp.’s Los Angeles, Calif., Division.

The Merchant Marine Act of 1970
amended this Section to permit steamship
operators who did not hold ODS contracts
on April 15, 1970, but who later became
contractors, to continue certain specified
foreign-flag activities with respect to the
carriage of dry or liquid cargoes in bulk,
provided that the operators filed with the
Secretary of Commerce fuli and complete
statements of such activities within 90 days
of enactment of the 1970 Law. A total of 24
companies filed statements of foreign-flag
activities with the Secretary.

Two operators, Waterman Steamship
Corp. and American Steamship Co. have
made use of these ‘‘grandfather clause”
waivers in connection with their ODS con-
tracts. Waterman filed a statement of the
foreign-flag operations of United States

Freight Company (which owns 50 percent

of the stock of Waterman’s parent com-
pany) and a waiver was granted for three
small liquefied petroleum gas tankers
owned and/or operated by subsidiaries of
U. S. Freight. American Steamship Co. was
granted a waiver for three foreign-flag dry
bulk carriers owned by Leadale Shipping
Ltd., 50 percent of the stock of which is
owned by American Steamship.

s TRADE ROUTES

Reviews of several trade routes and bulk
cargo trades (liquid and dry) were made in
connection with applications for operating-
differential subsidy, mortgage insurance,
and construction-differential subsidy on
new ships or the conversion of old ones.

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

1. Combination cargo-passenger serv-
ice between U. S. Pacific Coast ports
(Washington to California, inclusive)
and ports in the Caribbean, East Coast
of South America, West Coasts of
South America, Central America and
Mexico.
2. Dry bulk service between U. S. poris
on specified Great Lakes and connect-
ing rivers and Canadian ports on speci-
fied Great Lakes and connecting rivers
and on the St. Lawrence River and Gulf
of St. Lawrence.

3. Worldwide liquid bulk services in

the foreign oceanborne commerce of

the United States.

e COMNSTRUCTION-DIFFERENTIAL
SUBSIDY

At the end of fiscal year 1972 there were



TABLE 7. APPLICATIONS FOR CONSTRUCTION-DIFFERENTIAL
SUBSIDY PENDING ON JUNE 30, 1972
Shipowner and/or Neo. of General Ship Carrying
Operator Ships Type Capacity
El Paso National Gas Co. 6 LNG Carriers 125,000 M?
Moore-McCormack Lines, Inc. 2 Oil/Bulk/Cre Carriers 80,000 DWT
Penn Navigation Co. 2 Qil/Bulk/Ore Carriers 160,000 DWT
Transportation Technigues, Inc. 3 LNG Carriers 120,000 M?

48 ships under construction or on order
with construction-differential subsidy
(CDS) aid. This figure is comprised of 12
LASH (lighter-aboard-ship) vessels, 13 con-
tainerships, two ‘“‘SEABEE” carriers, three
roll on/roll off ships, 16 tankers, and two
ore-buik-oil carriers. Twenty-one of the 48
vessels were contracted for during fiscal
year 1972 at a total cost of $772,123,638
of which the government’s share is
$333,774,230, including the cost of National
Defense Features (NDF). The sixteen tank-
ers are the first carriers of this type to be
built with construction-differential subsidy
funds.

Under the trade-in and build program
two companies (both subsidiaries of Sea-
train Lines, Inc.) traded in a total of nine
vessels with an aggregate net trade-in
allowance of $17,310,566 to be applied
against the applicants’ construction costs of
two 225,000-dwt tankers.

As of June 30, 1972, 12 vessels were
undergoing conversion to full or partial
containerships for subsidized operators.
Contracts for five of these conversions were
awarded during fiscal year 1972 at a total
cost of $23,421,599 of which the govern-
ment subsidy is $9,934,856 including NDF
(See Table 1).

During the year the first new “SEABEE"
barge carrier was delivered to Lykes Bros.
Steamship Co., Inc., and five new LASH
type vessels were turned over to Pacific Far
East Line, Inc., by their builder.

Pending at the end of the fiscal year
were four applications for construction sub-
sidy for nine liquefied natural gas (LNG)
carriers and four combination ore-bulk-oil
carriers (See Table 7).

o CAPITAL CONSTRUCTION FUND
The new program to rejuvenate the Ameri-

can Merchant Marine extends tax-deferral
privileges under Capital Construction Fund
agreements, established in accordance with
Section 607 of the Merchant Marine Act,
1936, as amended, to any U. S. citizen own-
ing or leasing one or more eligible vessels
operated in the foreign or domestic com-
merce of the United States or in the fisher-
ies of the United States.

The Capital Construction Fund Pro-
gram is designed to aid ship operators in
accumulating capital necessary for the con-
struction or reconstruction of vessels for
operation in the United States foreign,
Great Lakes, or noncontiguous domestic
trades and in the fisheries.

Ninety-one Capital Construction Fund
agreements had been executed with eli-
gible shipping companies as of the end of
the fiscal year. The accumulation of assets
for approved new ship construction, acqui-
sition, or conversion will aggregate over
$800 million.

o RESERVE FUNDS

On June 30, 1972, balances in the construc-
tion reserve funds of five operators totaled
$1,106,986, compared with $2,077,025 in
five funds at the beginning of the fiscal year
—a decrease of $970,039. One fund was

. established during fiscal year 1972, and two

were closed (See Appendix Viil).

At the year’'s end, statutory reserve
funds of subsidized operators totaled
$56,019,018 consisting of $47,272,163 in
capital and $8,746,855 in special reserve
funds, as compared with $120,626,276 at
the beginning of the fiscal year—a decrease
of $64,607,258 (See Appendix IX).

in addition to the mandatory deposits -

in special and capital reserve funds, one
subsidized operator was authorized to
make voluntary deposits aggregating $2,-
300,000.
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o Federal Ship Mortgage Insurance

During fiscal year 1972, applications under
Title XI of the 1936 Act, as amended, were
approved for federal ship mortgage and/or
loan insurance totaling $647,338,750. These
covered 158 vessels and 1,171 lighters, as
well as second mortgages on three Ameri-
can President Lines vessels and one Ameri-
can Mail Line ship already having Title Xi
first mortgages (See Table 8). in addition,
mortgage insurance contracts aggregating
$133,972,000 were placed on 88 vessels and

and barges to be carried onboard ship, ata
total estimated cost to the applicants of
$1,360,516,189 of which $1,031,267,271 is
the estimated amount to be covered by
Title XI Insurance (See Chart ).

During the year, the Title XI mort-
gages on two vessels were terminated by
their owners: the SS MARYLAND TRADER
by American Trading & Production Corp.
and the SS ATLANTIC by American Export
Lines, Inc.

The Federal Ship Mortgage Insurance

- ! Fund received $7,804,070 in net income
29 lighters based on commitments made in during the year, making the retained in- 4
earlier fiscal years (See Table 9). come of the Fund $38,146,704.

At the year’s end, Title XI applications Many Title X! mortgage insurance appli-
approved and contracts in force covered a cations were received from the oil explora-
total of 434 vessels and 1,721 lighters for a tion industry which had not previously par-
total outstanding balance of principal and ticipated in this program. The ship types
interest of $1,709,371,878 (See Chart Ii). covered by these applications were mobile

At the same time, pending applications offshore drilling rigs, oceangoing tug-sup-
for loan and/or mortgage insurance encom- ply vessels, workover units and pipe bury-
passed construction or reconstruction of ing barges. By year’s end 15 vessels of these
seven freighters, 17 tankers, 76 tugs, barges types had been approved for mortgage in-
or miscellaneous types, and 415 lighters surance.

TABLE 8. MORTGAGE INSURANCE APPLICATIONS
APPROVED IN FY 72
No. of
Ships Name or Type Company Date Amount

3 PRESIDENT POLK * American President Lines 8/18/71 $ 9,546,000
PRESIDENT MONROE *

PRESIDENT HARRISON * ,

1 Tug SATOCA Sabine Towing & Trans. Co.  9/2/72 1,500,000

1 PUERTO RICAN (Tanker) Bankers Trust Co. (PPG) 9/3/71 20,650,000
DELTA ARGENTINA Delta Steamship Lines 9/30/71 17,000,000

(1107 Morts.) ‘
DELTA BRASIL " i
DELTA MEXICO " "
DELTA PARAGUAY ” "
DELTA URUGUAY " "

5 LIGHTNING American Export Lines 1149/71 4,585,000
STAGHOUND i & 4,600,000
EXPORT FREEDOM " " 6,550,000
EXPORT LEADER ” ” 7,050,000
EXPORT PATRIOT & ” 7,550,000 ¢ ¢
CYCLONE Storm Drilling Co. 11/17/71 7,200,000

1 Bulk carrier (Gr. Lakes) Franklin Steamship Co. 12/1/71 12,730,000

1 WESTERN PACESETTER ! Western Company of 12/9/71 14,655,000

North America
1 Bulk carrier (Gr. Lakes) Edison Steamship Co. 12/17171 12,565,000
2 Chemical Tanker Astro Marine, Inc. 1/4/72 1,925,000




TABLE 8.

MORTGCGAGE INSURANCE APPLICATIONS
APPROVED IN FY 72 (continued)

MNo. of
Ships Name or Type Company Date Amount
5 BRINTON LYKES Lykes Bros. Steamship Co. 1/25/72 2,380,000
SHELDOMN LYKES " ” 2,385,000
SHIRLEY LYKES " " 2,395,000
MARJORIE LYKES ” ” 2,415,000
LOWUISE LYKES " " 3,425,000
2 Tug & Barge inter-Cities Nav. 1/26/72 4,544,000
1 OREGON MAIL * American Mail Line 2/1/72 4,350,000
COLORADC (Jumbo. Sabine Towing & Trans. Co.  2/10/72 5,400,000
Tanker)
1 SANTA FE MARINER 2 Caspary-Wendell, Inc. 3/8/72 6,675,000
5 Towboat & Barges National Marine Services, 3/14/72 1,400,000
inc.
25 Open hopper barges Wisconsin Barge Lines 3/14/72 2,260,000
76 River Barges M/G Transport, Inc. 3/15/72 5,355,000
2 Tug/Supply Ships Gulf Overseas Marine Corp.  3/15/72 700,000
. & ) 6/16/72 731,000
2 LASH Ships Central Gulf Lines, Inc. 3/20/72 23,969,000
2 GENEVIEVE LYKES Lykes Bros. Steamship Co.  3/30/72 3,715,000
LETICIA LYKES " ” 3,425,000
4 Drilling Barges Sedco, Inc. 4/17172 74,408,250
1 C7 Containership Pacific Far East Line 5/26/72 11,220,000
2 Oceangoing Tugs Nelty-J. Theriot, Inc. 6/13/72 3,280,000
1 Tug/Supply Ship Nordic Austin, Inc. 6/27/72 1,242,500
T Tug/Barge Unit Seabulk Tankers, Ltd. 6/28/72 10,568,000
1 WESTERN PACESETTER It Western Company of 6/30/72 15,202,000
North America
1 Tanker Polk Tanker Corp. 6/30/72 30,142,000
1 Tanker Tyler Tanker Corp. 6/30/72 30,142,000
4 Tankers Sea Service Tankers, Inc. 6/30/72 36,824,000
3 RO/RO Ships States Steamship Co. 6/30/72 53,082,000
3 Tankers Aeron Shipping Co. 6/30/72 39,051,000
3 Tankers MFC-Boston Tankers 6/30/72 98,786,000
158 4 4 Second Maortgages $608,577,750
162
300 LASH Barges Pacific Far East Line 7/16/71 9,000,000
440 LASH Barges Central Guif S§ 3/30/72 13,728,000
65 LASH Barges Medbarge, Inc. 6/29/72 5,208,000
66 LASH Barges Pacific Far East Line 5/16/72 2,425,000
200 LASH Barges (Fiberglass) Pacific Far East Line 6/14/72 8,400,000
1,177 38,767,000
1,333 $647,338,750

* Second morigages

495-741

0-73-5
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The FALCON DUCHESS is one of the tankers re-
cently built with the aid of Title Xi mortgage and  drilling vessel to be approved for federal ship mortgage

foan insurance.

insurance participation.

Artist’s conception of the first semi-submersible offshore

TABLE 9. MORTGAGES EXECUTED—COMMITTED IN PREVIOUS
FISCAL YEARS

Name of Ship Owner Amount Date

FALCON DUCHESS Falcon Tankers, Inc. $ 9,338,000 8/ 4/71
FALCON COUNTESS Falcon Tankers, Inc. 9,338,000 1/13/72
FALCON PRINCESS Falcon Tankers, inc. 9,338,000 5/ 4/72
MARTHA R. INGRAM Ingram Ocean Systems, inc. 3,076,000 7/ 171
THOMAS E. CUFFE Pacific Far East Line 8,500,000 7/16/71
GOLDEN BEAR Pacific Far East Line 8,500,000 9/20/71
PACIFIC BEAR Pacific Far East Line 8,500,000 11/30/71
JAPAN BEAR Pacific Far East Line 8,500,000 3/ 3/72
CHINA BEAR Pacific Far East Line 8,500,000 5/26/72
ERIC K. HOLZER 650 Leasing Company 18,000,000 1/13/72
SOHIO RESCLUTE 653 Leasing Company 17,800,000 9/30/71
ELEANOR GORDON Mid-South Towing Co. 1,739,000 3/30/72
Barges—71 Mid-South Towing Co. 4,691,000 6/27/72
PRESIDENT VAN BUREN American President Lines 3,080,000 2/23/72
PRESIDENT GRANT American President Lines 3,080,000 4/18/72
CAROLE G. INGRAM Ingram Ocean Systems, Inc. 3,544,000 3/22/72
Barge 10S 3302 Ingram Ocean Systems, Inc. 6,333,000 3/22/72
MYRA ECKSTEIN Wisconsin Barge Line 1,336,000 1 7172
LASH Barges (29) Bank of America NT&SA 779,000 2/25/72

Totals 88 ships $133,972,000

29 LASH Lighters
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FEDERAL SHIP MORTGAGE
INSURANCE ?%@3@ A

s}xq:k:a.

1964

165

PG

B0

603

A3

DATE 61 62 63 64 65 66 67 68 69 70 71 72
Total
Applications
Approved &
Contracts
in Force I e
(Thousands of $) 464,119 458,847 431,169 454,467 421,584 485,184 526,99;6“,"65?,55‘2 751,555 919,418 1,166,803 1,709,372
Principal 461,723 455,809 427,895 451,015 418,638 481,777 558,094 654,548 754,679 911,591 1,154,156 1,692 452;":“
Interest 2,856 3,038 3,274 3,452 2,946 3,407 4,002 6,004 5,876 7,827 12,647 16, 920
Vessels 64 67 70 82 79 98 113 129 144 171 279 434
Lighters 360 360 520 1,721
Current Status 6/30/72 — VESSELS COVERED SINCE INCEPTION —
Vessel Types in Force Pending Freighters 164
Pass./C
Freighters 161 773,168,972 7 84,130,000 Tankere 20 gg
Cargo/Pass. 8 33,245,765 — e Misc. 223
Tankers 53 591,545,220 17 556,758,750 yres
i 0 7 90,521 . °
Misc. 212 240,050,105 76 376,790,521 Lighters 1,721
Total ships 434 1,638,010,062 100 1,017,679,271
Lighters 1,721 54,442,600 415 43,588,000




At 80,000 tons, this tanker was the largest vessel delivered by an American shipyard during fiscal year 1972.
Financing of the construction was aided by Title XI mortgage and loan insurance.

o TETLE XiI INSURAMNCE

During the fiscal year, the Maritime Ad-
ministration continued to administer war
risk and certain marine and liability insur-
ance programs authorized by Title Xi] of the
Merchant Marine Act, 1936, as amended.

As of june 30, 1972, outstanding war

risk insurance binders, covering shipowners
from the time commercial war risk insur-
ance terminates until 30 days after the out-
break of war involving the major powers,
incladed 1,103 for war risk hull insurance;
1,041 for war risk protection and indemnity
insurance; and 811 for war risk insurance of
crew lives and personal effects. From the
inception of the binder program in 1952 to
June 30, 1972, binder fees totaled $1,072,-
988 and expenses totaled $831,608, of
which $397,739 was paid as fees and ex-
penses to the underwriting agent appointed
by Maritime to process the binders.

War risk builder’s risk insurance for the
prefaunching construction period was writ-
ten on 159 ships from the inception of the
program in 1953 through june 30, 1972.
Premiums totaled $3,301,036. From Octo-
ber 1962 through june 30, 1972, 52 policies
were issued for war risk builder’s risk insur-
ance for post-faunching construction pe-
ricd, each with a service fee of $75, and
each subject to attachment and premium
assessment upon the automatic termination
of commercial insurance resulting from out-
break of hostilities.

A standby war risk cargo insurance
program was continued, which becomes
effective when the Assistant Secretary of
Commerce for Maritime Affairs finds that
insurance adequate for the needs of U. S.
waterborne commerce cannot be obtained
on reasonable terms and conditions from
private insurers. Commercial underwriting
agents are employed to write this insurance,
and as of june 30, 1972, 38 were under con-
tract.

At the request of the Mavy, war risk
insurance was provided without premium
charge but on a reimbursable basis for
losses incurred, as authorized under Sec-
tion 1205, of the 1936 Act. During the fiscal
year, insurance coverage in effect was as
follows:

1. Second seamen’s war risk insurance

was provided for the crews of 13 gov-

ernment-owned tankers operated for
the account of the Military Sealift

Command (MSC).

2. Second seamen'’s war risk insurance

was provided on one privately owned

U. S.-flag vessel and its crew while

under bareboat charter to MSC.

3. Second seamen’s war risk insurance

was provided for the crews of 120 pri-

vately owned U.S.-flag tankers and dry
cargo vessels chartered to MSC. The
coverage provided is limited fo the

““Viet Nam Combat Zone,” referred to

by commercial underwriters as an ad-

ditional premium trading area.



Net premium savings to the Depart-
ment of the Navy under the first two pro-
grams from their inception in 1954 and
1964, respectively, to june 30, 1972, was
estimated at $1,265,744 after deducting
claims payment of $110,740. Net premium
savings to the MNavy under the third pro-
gram, from its inception in 1968, to june 30,
1972, was estimated at $4,698,799 after de-
ducting claims payments of $56,401.

Under section 1208(a) of the 1936 Act,
money in the war risk insurance revolving
fund may be invested in securities of the
United States or in securities on which the
United States guarantees principal and in-
terest. Since 1962, when the initial invest-
ment was made, interest earned totaled
$1,716,557.

o OTHER INSURANCE ACTIVITIES

Maritime continued to self-insure govern-
ment-owned ships and with the lay-up on
November 16, 1970, of its last ship operated
by general agents, the purchase of marine
protection and indemnity insurance was
discontinued. Settlement of outstanding
claims will be concluded by the agency
with commercial underwriters. By assuming

the war risk hull and second seamen’s war
risk insurance, it is estimated that MarAd
has saved $6,600,000 for the Military Sea-
lift Command during the Viet Nam buildup
from July 1965, through the end of fiscal
year 1972.

Marine and war risk insurance claims
assumed by the government and not recov-
erable from commercial insurance are
shown in Table 10.

On September 22, 1972, the require-
ment for mortgagee insurance, which pro-
vides coverage when marine policies are
invalidated, was cancelled. Previously, un-
subsidized shipowners with vessel mort-
gages insured under Title XI were required
to carry this type of insurance. During the
10-year life of this policy, operators paid
approximately $2.5 million in premiums
without a loss reported.

The Maritime Administration deter-
mines whether the insurance placed in
commercial markets by mortgagors of ships
on which the government holds or insures
mortgages, by charterers of government-
owned ships, and by subsidized vessel op-
erators, complies with contract require-
ments. Table 11 shows the insurance
amounts approved during fiscal year 1972.

TABLE 10, MARINE AND WAR RISK INSURANCE CLAIMS FISCAL YEAR 1972
Kind of Insurance Claims - Number of Amount
Reported claims settied * Settled
Marine protection and indemnity against
the Government? ................... 376 638 $485,000
Marine Hull:
Against the Government ............... 0 1 6,936
* Settlements include claims reported in prior years.
2 Approximate.
TABLE 11. MARINE AND WAR RISK INSURANCE APPROVED
FISCAL YEAR 1972
Percentage
Kind of insurance Total Amount - -
American Foreign
Marine Hull ........... ... .. ... ... $2,572,770,000 63 37
Marine Protection and Indemnity ....... 2,427,990,000 39 61
WarRiskHull ... ... . ... ... ..... 2,521,820,000 13 87
War Risk Protection and indemnity ..... 2,521,820,000 13 87
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o COMMERCIAL CARGO PROMOTION

Increasing the participation of U. S.-flag
ships in the carriage of America’s foreign
commerce was the prime objective of the
Office of Market Development in fiscal year
1972.

The agency’s marketing representatives
located in seven major cities (See Chart IH)
visited major exporters and importers
throughout the country to explain the need
for their patronage of U. S.-flag vessels and
the benefits to the U. S. economy and
defense posture that would result. The re-
sponse was generally one of concerned in-
terest and support. This contact with ship-
pers in some instances provided the
opportunity for the agency to discover
problems interfering with shipper support
of American-flag carriers and to seek ap-
propriate solutions.

The Maritime Administration contin-
ued to provide U. S.-flag operators with
statistical data, developed in conjunction
with the Department of Commerce’s Bu-
reau of the Census, showing cargo move-
ments over their trade routes by commod-
ity, tonnage, and value and noting trends
in U. S. and foreign-flag participation. Dur-
ing fiscal year 1972 special studies were ini-
tiated to produce detailed cargo data on
port-to-port movements of specific com-
modities, enabling the carriers to direct
special marketing efforts efficiently and ef-
fectively. Using this marketing tool, inno-
vative promotion programs were directed
at shippers within certain cargo groupings,
as well as shippers within desired trade
groupings.

To aid in generating more cargo for
American ships, close liaison with U. S.-flag
carrier organizations was maintained to as-
sure maximum exchange of data and
timely, cooperative planning of marketing
strategy. During the year, the agency’s mar-
keting representatives provided in-house
presentations to carrier sales and marketing
groups to broaden both their understanding
of and contributions to the program.

Promotional publications were devei-
oped, including a quarterly newsletter ad-
dressed to exporters and importers and de-
signed to heighten their awareness of the

nation’s maritime program, while inform-
ing them of the advancing technological
capabilities of U. S.-flag ships.

Special emphasis was placed on famit-
iarizing exporters with the Domestic Inter-
national Sales Corporation (DISC) regula-
tions, which extend tax-deferral benefits on
freight charges paid to U. S.-flag carriers.

In support of the agency’s market de-
velopment program, the Secretary of Com-
merce sent letters to 1,800 major importers
urging their support of American-flag ship-
ping and requesting comments and sugges-
tions for stimulating the growth of the
American Merchant Marine. The responses
focused on current importer practices re-
garding choice of ocean carrier and control
over routing, as well as attitudes towards
U. S.-flag shipping lines. The analysis of this
information permitted agency efforts to be
directed towards broader contact with our
nation’s importers, and increased carrier at-
tention to their distribution problems.

At the end of the fiscal year the Office
of Market Development also initiated a
program to extend its market development
activities overseas. Beginning in fiscal year
1973, Maritime Administration Foreign Mar-
itime Representatives, located in major
shipping centers throughout the world, will
contact overseas subsidiaries and affiliates
of major U. S. corporations to encourage
their use of U. S.-flag ships.

e CARGO PREFERENCE ACTIVITIES

Under MarAd's strengthened role in the
administration of the cargo preference pro-
gram as provided in the Merchant Marine
Act of 1970, a Cargo Preference Control
Center was established to monitor the ac-
tivities of all government shipper agencies
and to determine that the Cargo Preference
Act is being adhered to both as to tonnage
and revenue moving on U. S.-flag vessels.
During the year, a plan was developed
for a computer-aided system for processing
the ocean bills of lading which shipper
agencies are now required to furnish to the
Maritime Administration. A contract for the
implementation of this plan has been
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awarded, and a flow of machine data to the
Cargo Preference Control Center will com-
mence in the first half of fiscal year 1973 as
a basis for the monitoring function.

During fiscal year 1972 the agency is-
sued two regulations dealing with the ad-
ministration of cargo preference. Cne rule,
effective on November 1, 1971, requires
that the 50-percent share of full shiploads
of preference cargoes under P. L. 664 re-
served for U. S.-flag vessels be fixed prior
to any fixtures of foreign-flag vessels. The
other new regulation effective on March 1,
1972, established an informal grievance
procedure to expeditiously resolve prob-
lems between carriers and shipper agencies
relating to the administration of cargo pref-
erence. Additional rules on cargo prefer-
ence administration will be proposed and
issued as necessary to remedy genuine in-
equities to U. S.-flag operators in the car-
riage of preference cargoes.

During the year there were no new
discriminatory actions taken by foreign
governments against U. S.-flag shipping
which resulted in withholding of waivers.
A major accomplishment was the agree-
ment between the Maritime Administration
and the Superintendency of the Merchant
Marine of Brazil to give equal access to the
ships of both nations in the carriage of
all government-controlled cargoes. This
should bring a stability and prosperity to
this trade route which has been greatly
needed.

A recapitulation of U. S.-flag participa-
tion in preference—cargoes carried in cal-
endar year 1971 appears in Table 12.

o PUBLIC RESCLUTION 17

The Maritime Administration has the re-
sponsibility for administering Public Reso-
lution 17 which controls all cargoes gener-

TABLE 12.

ated under Export-import Bank loans. These
cargoes are reserved for U. S.-flag vessels
uniess waived by the Maritime Administra-
tion. A review, the first since 1956, of poli-
cies and procedures to carry out this au-
thority was completed during the fiscal
year. This review found that the policies of
the Maritime Administration were designed
to give the maximum benefit to U. S.-flag
ships and at the same time encourage
American exports. The rapid and contin-
uing growth of the Export-Import Bank’s
role in financing this country’s exports is
expected to benefit the American merchant
fleet proportionately.

A tabulation of the total freight reve-
nues earned on tonnage carried by U. S.-
flag vessels in calendar year 1971 resulting
from government-sponsored cargoes (other
than military cargoes) in shown in Table 12.

U. 5. FLAG CARRIAGE OF GOVERNMENT

SPONSORED CARGOES IN CALENDAR YEAR 1971

Total Tonnage or Percent
Program Freight Revenue U. S. Flag U. s,
Public Law 480 6,709,000 tons 3,390,000 tons 50.5%
ALD. 4,766,000 tons 2,357,000 tons 49.5%
Export-import Bank $64,881,257 $46,500,390 71.7%
Inter-American Bevelopment
Bank 8,243 tons 3,834 tons 46.5%




o GUIDELINE RATES

The agency continued to monitor the U. S.-
flag tramp shipping program of shipper
agencies and to calculate and furnish these
agencies upon request with determinations
of fair and reasonable charter rates for
U. S.-flag vessels offered for the carriage of
preference cargoes.

o NATIOMNAL MARITIME COUNCIL

Established in June 1971, the National Mari-
time Council conducted a broad, aggressive
program which brought the unified strength
of maritime management and labor to bear
on generating more cargoes for American
ships. The Council consists of the leaders
of maritime labor unions, U. S.-flag steam-
ship companies and shipbuiiders.

On the basis of cargo-flow data pro-
vided by the Office of Market Develop-
ment, the Council identifies market areas
of common interest to American carriers,

e TRAIMNING

During the fiscal year, 1,250 seamen partici-
pated in the Maritime Administration’s ra-
dar, gyrocompass and loran training pro-
grams. Additionally, a total of 968 men
completed the fire-fighting and damage-
control courses conducted jointly by MarAd
and the Military Sealift Command.

The industry’s training facilities spon-
sored by labor and management continued
to de-emphasize training directed exclu-
sively at preparing men for original officers’
licenses because of the general over-supply
of men in the active work force. A total of
207 men obtained their original deck or
engineering officer’s license, while 738 Ii-
censed ships’ officers completed training
for upgrading of licenses through industry
educational facilities or self-study.

A total of 168 third mates and 189
third assistant engineers were graduated
from the six state maritime academies lo-
cated at Vallejo, Calif.; Castine, Me.; Buz-
zard’s Bay, Mass.; Traverse City, Mich.; Fort
Schuyler, N. Y.; and Galveston, Tex. All who
gualified received commissions as ensigns
in the U. 5. Naval Reserve.

The six state schools maintained an
average of 1,637 cadets enrolled during the

495-741 O-73 -6

in liner, bulk, and neobulk services. The
Council seeks means of improving U. S.-flag
participation in these markets.

in its program to gain the confidence
and support of importers and exporters,
thus assuring their use of U. S.-flag vessels,
the Council has brought representatives of
labor, industry and government together
with the management of export and import
organizations at a series of dinners and
seminars throughout the country. In addi-
tion to acquainting shippers with the ad-
vantages of using American ships and dis-
playing the industry’s new unity of purpose,
these meetings have stimulated requests for
MarAd marketing presentations by export-
ers and importers.

The influence of the Council’s industry
unity concept was reflected by the no-strike
pledge taken by the seagoing labor unions
prior to negotiations on renewal of con-
tracts which terminated on june 15, 1972.

year, most of whom received a govern-
ment allowance of $600 toward the cost of
uniforms, textbooks and subsistence. Fach
of the state maritime schools received an
annual federal assistance payment of
$75,000 for its maintenance and support.

o LABOR DATA

Seafaring employment declined approxi-
mately 19.9 percent as compared with the
1971 fiscal year normal monthly average of
33,790 (See Table 13). Affecting the re-
duced seafaring employment were the two
tongshore contract disputes which caused
a total of 3,002 and 3,588 ship-days of idie-
ness on the Pacific and the Atlantic/Gulf
Coasts, respectively. Additionally, the active
oceangoing U. S.-flag merchant fleet ex-
perienced a net decline of 60 ships during
the fiscal year. The total work force in
selected commercial shipyards increased by
7.1 percent. Average longshore employ-
ment declined by 11.5 percent because of
a 135-day work stoppage at Pacific Coast
ports and a similar stoppage of 57 days at
Atlantic and Gulf Coast ports.

o LABOR-MAMAGEMENT RELATIONS
Fiscal year 1972 began with the expiration
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TABLE 13. MARITIME MANPOWER
DAILY AVERAGE EMPLOYMENT

Normal Daily Average

Type 1971 1972
SEAFARING:
Shipboard Jobs 33,790 27,075
SHIPYARDS:'
Production Workers 59,485 63,561
Management and
Clerical Staffs 14,726 15,954
TOTAL Shipyard Work
Force 74,211 79,515
LONGSHOREMEN 65,530 57,971

! Commercial yards able to construct ships 475 by 68 feet.

of the five-year longshore contract on the
West Coast that ushered in a 135-day strike
affecting all California, Oregon, and Wash-
ington ports. The restraints provided by the
Labor-Management Relations (Taft-Hartley)
Act were invoked by the President after the
strike continued for 100 days without signs
of settlement. The 80-day ‘‘cooling-off”
period was voluntarily extended by the par-
ties for an additional 20 days after which
the strike resumed for another 35 days. A
57-day strike began on October 1 when
longshore contracts expired at all Atlantic
and Gulf ports. This strike action was aiso
ended by a Taft-Hartley injunction. A tenta-
tive labor-management accord was reached
before the 80-day injunction period ex-
pired.

Expiration of shipyard contracts led to
work stoppages at Todd Shipyard Corp. fa-

cilities around the country idling one yard
at New Orleans, La., for five days, and the
San Pedro, Calif., facility for 41 days before
agreements were reached. The eruption of
a wildcat strike at the Litton Ship Systems
shipbuilding complex, at Pascagoula, Miss.,
continued for 39 days before the parties
agreed to nullify their existing contract and
to negotiate a new agreement revising craft
jurisdiction and seniority provisions.

Seafaring labor-management agree-
ments were marred by only one jurisdic-
tional dispute as two unions seeking repre-
sentation rights over deck officers idled a
fledgling Puerto Rican container service for
a period of 45 days. All major seafaring
labor contracts expired in mid-june, shortly
before the new fiscal year. Several labor-
management groups successfully completed
tentative agreements well before prevailing
contracts expired. Other industry groups
continued productive negotiations, usher-
ing in the new fiscal year without a sea-
men’s strike.

Seafaring labor- management, negotia-
tions were given added impetus through
the availability of the Maritime Contract
Impact System (MCIS) developed by
MarAd’s Office of Maritime Manpower. The
system provided immediate evaluation of
proposed contract improvements or modi-
fications, thus assisting management and
labor negotiators in their deliberations.

o MERCHANT MARINE AWARDS

The Merchant Marine Medals Act of 1956
authorizes the Secretary of Commerce to
grant medals and service ribbons, under
certain conditions, to seamen for merito-
rious actions or participation in national de-
fense efforts. During fiscal year 1972, the
Vietnam Service Ribbon was authorized for
210 seamen.

The Maritime Administiration acts as
the Secretariat of the American Merchant
Marine Seamanship Trophy Committee.
Comprised of Maritime Administration,
U. S. Coast Guard, and industry, labor and
management officials, the Committee de-
termines the recipient of this award. Cap-
tain Carl H. Holmes, former Master of the
States Steamship Co. freighter 5S MON-
TANA, was awarded the 1972 Seamanship
Trophy on June 8, 1972, for distinguished
seamanship displayed during the rescue of
19 survivors from the stricken Danish
freighter HEERING KIRSE on December 9,
1971.



The United States Merchant Marine Cadet
Corps was established on March 15, 1938,
following passage of the Merchant Marine
Act of 1936. Training was first given aboard
merchant ships and later at temporary
shore establishments pending the acquisi-
tion of permanent facilities. The Waiter P.
Chrysler estate at Kings Point, N. Y., was
selected as the permanent site for the
Academy in March 1942, and construction
was begun the following May. The task was
completed and the United States Merchant
Marine Academy was dedicated on Sep-
tember 30, 1943.

The Academy offers courses not only
in marine sciences, but also in the areas of
oceanography, computer science, nuclear
engineering, naval architecture, mathe-
matics, chemistry, social sciences, the hu-
manities, business administration and trans-
portation. In addition to classroom training,
midshipmen also spend a year at sea on
American-flag vessels.

A total of 105 third mates, 91 third

assistant engineers and 10 dual-licensed
deck/engine third officers were graduated
from the U. S. Merchant Marine Academy
in 1972. The 10 graduates with dual training
constituted the fourth class to complete this
curriculum. In addition to their licenses all
graduates received a Bachelor of Science
degree and, if qualified, a commission as
ensign in the U. S. Naval Reserve. During
the year the Academy maintained an aver-
age enrollment of 911 students.

~ The Academy has continued a positive
action plan for recruitment of minority stu-
dents. The Classes of 1975 and 1976 in-
cluded 10 and 17 minority students, re-
spectively.

The Academy modernization program
continued during fiscal year 1972 with the
completion of the renovation and upgrad-
ing of the cadet dining room, cadet can-
teen, Land Hall and the cadet barracks.
Progress was also made on the continuing
program to upgrade the waterfront at the
Academy.




Secretary of Commerce Peter G. Peterson and Soviet Minister of the Merchant Marine Timofey B. Gouzhenko
congratulate each other after signing the historic U.5.-U.5.5.R. maritime agreement which was negotiated during
fiscaf year 1972.



In its efforts to revitalize the American Mer-
chant Marine, the Maritime Administration
recognizes the importance of exerting a
strong influence in all international activi-
ties which have a bearing on the well-being
of the U. S. fleet. In this connection, the
Office of International Activities serves as
the coordinating body in identifying all in-
ternational activities of interest to the
agency and industry. To accomplish this
the Office keeps abreast of relevant devel-
opments and problem areas, formulates
agency positions on international shipping
questions, and insures effective presenta-
tion of these positions in appropriate for-
ums.

Fiscal year 1972 witnessed the begin-
ning of U. 5.-U. S. S. R. negotiations on a
wide range of topics, including shipping.
The Assistant Secretary of Commerce for
Maritime Affairs participated in these talks
and headed the United States delegation in
the discussion of shipping matters.

During fiscal year 1972 the Maritime
Administration participated in the following
international conferences:

The Deputy Assistant Secretary for
Maritime Affairs chaired the 24th plenary
meeting of the NATO Planning Board for
Gcean Shipping (PBOS) in Washington,
D. C., May 9-11, 1972. During the year, the
Maritime Administration represented the
United States on PBOS working groups con-
vened to deal with plans for organization
and operation of the NATO wartime ship-
ping agency; the control and coordination
of containership operations and containers
under wartime conditions, and plans for
the establishment and administration of a
NATO ship warrants system.

The 57th Session of the international
Labor Organization (ILO) held in Geneva,
Switzerland, June 12-23, 1972, was attended
by a Maritime Administration representa-
tive. One of the most important items on

the agenda was the social repercussions of
new methods of cargo handling. A Mari-
time Administration representative also at-
tended the ILO Council meeting in Geneva,
June 7-29, 1972.

The Maritime Administration partici-
pated in the Intergovernmental Maritime
Consultative Organization (IMCO) Confer-
ence on Establishment of an International
Compensation Fund for Oil Pollution Dam-
age which was held in Brussels, December
2-17, 1971.

A representative of the agency at-
tended the Third Session of the United Na-
tions Conference on Trade and Develop-
ment (UNCTAD) held in Santiago, Chile,
April 22-May 5, 1972. Topics of importance
to the U. S. merchant marine considered at
this session included a code of conduct for
liner conferences, freight rates, port devel-
opment, insurance, the development of
national-flag merchant fleets and inter-
modal transport of goods across national
boundaries.

The Maritime Administration took in-
terest and participated in many IMCO
meetings throughout the year. Some of the
topics discussed were: the carriage of dan-
gerous goods, marine pollution, safety, ship
design and equipment, marine satellite
communications, containers and cargoes,
standards of training and watchkeeping,
and various legal topics.

MarAd representatives also attended
the Intergovernmental Maritime Consulta-
tive Organization/Organization for Eco-
nomic Cooperation and Development
(OECD) meeting of Legal Experts on the
Draft Convention on International Com-
bined Transport of Goods (TCM Conven-
tion) and the IMCO/OECD Conference on
Maritime Carriage of Nuclear Substances.

The agency aiso participated regularly
in the OECD Maritime Transport Commit-
tee meetings.

41






The Maritime Subsidy Board, by delegation
from the Secretary of Commerce, exercises
the authority vested in him to award,
amend and terminate subsidy contracts for
the operation and construction of vessels.
The Board’s functions are implemented
through fact-finding investigations, compi-
lation of domestic and foreign trade statis-
tics and cost data, and public hearings.
Decisions, opinions, orders, rulings and re-
ports of the Maritime Subsidy Board are
final unless the Secretary of Commerce on
his own motion or pursuant to a petition
filed by an interested party undertakes re-
view of its action. Final actions by the Sec-
retary may be appealed to the Federal
Courts.

The Assistant Secretary for Maritime
Affairs, as ex officio Maritime Administrator,
is Chairman of the three-member Maritime
Subsidy Board, which includes the Deputy
Assistant Secretary and the General Counsel
of the Maritime Administration. The Secre-
tary of the Maritime Administration acts as
an Alternate Member, in the absence of any
one of the three permanent members.

In fiscal year 1972, the Board convened
40 formal meetings in which it considered
and acted on some 378 items, including the
issuance of 23 formal opinions, rulings and
orders. It also published 66 notices in the
Federal Register pertaining to subsidy ap-
plications subject to required statutory
hearings and the development and adop-
tion of rules and regulations proposed by
the Board toward further implementation of
the Merchant Marine Act of 1970.

In accord with Section 502(b) of the
Act, as amended in 1970, notices of intent
to compute foreign costs were published
regarding construction of vessels such as
liquefied natural gas (LNG) carriers, lighter-
aboard-ship (LASH) vessels, roll on/roll off
(RO/RO) ships, ore/bulk/oil (OBO) carriers

and tankers ranging from 30,000 to 265,000
deadweight tons.

Of the 23 formal opinions and orders
served during fiscal year 1972, the most
significant involved the fact-finding hearing
on the issuance of rules governing the
award and administration of subsidy con-
tracts and the carriage of preference car-
goes, identified as Docket No. $-244.

In an Opinion, served june 12, 1972,
the Board determined that an annual sub-
sidized service must include a substantial
carriage of cargoes subject to foreign-flag
competition to receive full subsidy. The
Board decided that military preference
cargo and open-rated civilian preference
cargo carried at premium rates were not
cargoes subject to foreign-flag competition.
it also decided to eliminate the rate pre-
miums for subsidized carriage of open-
rated civilian preference cargo.

Based on the foregoing conclusions,
the Board enunciated three principles to
govern the award and payment of operat-
ing-differential subsidy (ODS): First, no
ODS contract will be awarded where oper-
ations do not earn at least 50 percent of
gross freight revenues from commercial,
conference-rated civilian preference or
open-rated civilian preference cargoes car-
ried at “world rates’’; second, ODS will be
paid in full for operation only if at least 50
percent of the gross freight revenues are
earned from the carriage of the above three
categories of cargoes; third, where gross
revenues for the carriage of such cargoes is
less than 50 percent, ODS will be reduced
in proportion to the decreased gross freight
revenues earned from them.

Pursuant to authority under Section
204(b) of the Merchant Marine Act the
Board published in the Federal Register for
comment and further consideration, pro-
posed rules and regulations designed to
implement the principles set forth above.
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it is the function of the Hearing Examiner
and his staff to conduct public hearings that
are necessitated by the various merchant
marine and shipping statutes. Cases are as-
signed by the Assistant Secretary of Com-
merce for Maritime Affairs or the Maritime
Subsidy Board. The Hearing Examiner pre-
pares initial and recommended decisions
after public hearings and maintains the offi-
cial dockets of formal proceedings.

During fiscal year 1972, 33 formal pro-
ceedings were referred by the Subsidy
Board to the Hearing Examiners. Of these,
16 involved contested applications for op-
erating differential subsidy (ODS) requiring
hearings under Section 605(c) of the Act;
13 involved appeals from final decisions of
contracting officers on disputes between

shipowners, shipyards, and MarAd; and two
involved applications by subsidized carriers
under Section 805(a) for permission to con-
tinue operations in domestic trades, which
were opposed by domestic nonsubsidized
carriers. In addition, there was one formal
investigation of an alleged violation of Sec-
tion 810 which prohibits agreements be-
tween subsidized carriers designed to drive
nonsubsidized common carriers out of a
trade.

An Examiner represented the Secretary
of Commerce in one equal employment
opportunity complaint brought by the Gen-
eral Counsel against a shipyvard.

Of the MarAd proceedings, 20 were
either withdrawn, settled or administra-
tively processed, three resulted in initial or
recommend decisions, and 10 were pend-
ing at the close of the fiscal year.

The proceedings initially decided by
the Examiners included the following:

1. Sapphire Steamship Lines, v.

ACAFBO, Docket No. 5-243, et af.
in this case the Board instituted a

formal investigation into an alleged
viclation by subsidized members of
the Atlantic and Gulf American
Flag Berth Operators (AGAFBO) of
Section 810 of the Act in agreeing
to file and actually filing reduced
rates on shipments of military
household goods. The Chief Hear-
ing Examiner found that Section
810 had been violated and recom-
mended the imposition of substan-
tial subsidy refunds from several
lines.

Grace line Inc. v. Bethiehem Steel
Corporation—Cross Appeals—Late
Vessel Delivery, Docket No. CA-44.
This case involved cross appeals by
the owner and shipyard from a de-
cision of the Chief, Office of Ship
Construction. The Examiner found
that Bethiehem was responsibie for
28 days of unexcused delay in de-
livery on the first of the three ves-
sels, 97 days on the second vessel
and 106 days on the third vessel
increasing the recovery by Grace of
liquidated damages to $683,000
and by MarAd $46,200.

. PACECO, Division of Fruehauf, v.

Vivian Ann Fishing, Inc., et al,
Cross-Appeals—Delay Claim Dis-
pute, Docket No. CA-65. This pro-
ceeding involved a claim by
PACECO for $246,750 in liquidated
damages for unexcused delay in de-
livery of five fishing vessels in the
total amount of 887 days. In his
recommended decision the Chief
Examiner concluded that a recov-
ery of $26,625 for 106%2 days of
unexcused delay was reasonable.

These cases were under re-
view by the Maritime Subsidy
Board at the close of the fiscal year.



During the fiscal year, a major reorganiza-
tion consolidated all administrative, budget
and financial management activities of the
Maritime Administration under one Assist-
ant Administrator. Also, five new offices
were established to give new emphasis to
several programs (See Chart 1V).

Major advances in the area of equal
employment were made during the year.
The number of minority employees in posi-
tions classified at GS—12 or higher was 6.2
percent and women in grades GS-12 and
above rose to 4.8 percent.

Significant savings were achieved dur-
ing the year by several actions designed to
insure the economy, efficiency and effec-
tiveness of the agency. The two major
cost reductions were the deactivation of
the NS SAVANNAH and reduced ship
operating-differential subsidy payment con-
current with crew reductions.

Savings of approximately $3.4 million
were achieved by the agency’s decision to
completely deactivate the NS SAVANNAH.
Removed from commercial service in fiscal
year 1971, the vessel was defueled and the
operating agreement with American Export
Lines, Inc. (formerly American Export Is-

o INTERNAL MANAGEMENT

Actions under the Managers’ improvement
Program to reduce costs and increase effec-
tiveness resulted in savings of $10,864,000.

Principal actions were: (1) elimination
of low priority activities and positions
through organization and staffing surveys,
which made it possible to provide manning

495-741 O - 78 -7

brandtsen Line, Inc.) was terminated in
August 1971. At the present time the NS
SAVANNAH is berthed in Savannah, Ga., as
part of the Eisenhower Peace Center. The
ship will be turned over to the City of
Savannah when legislation, now pending
before Congress, permitting such a transfer,
is enacted and when the city obtains the
appropriate Atomic Energy Commission
license.

Since January 1, 1969, the Maritime
Subsidy Board has ruled affirmatively on 25
staff recommendations affecting significant
reductions in the number of seamen eli-
gible for subsidy payment purposes on 86
ships, 25 of which are now under construc-
tion. Of the 86 ships which will have the
reduced manning scales, the effective date
for reduction of 52 of these was june 16,
1972. The remainder were either already in
effect, or will be upon completion of con-
struction. These actions will enable long
term savings of approximately $110.6 mil-
lion to the government over the economic
life of the ships. The estimated average an-

nual subsidy savings over the average eco- .

nomic life of the ships, at present wage
rates, is $6,332,000.

for higher priority activities with no increase
in ceiling; (2) curtailment of the number of
manhours spent on precontract reviews of
plans and specifications for new ship con-
struction contracts; (3) the deactivation of
the Nuclear Ship SAVANNAH; (4) the re-
duction of crew size allowed for con-
struction subsidy purposes on certain new
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ships which will require less crew accom-
modations with subsequent savings in
construction-differential subsidy; and (5) re-
ductions in the number of seamen allowed
for operating subsidy purposes.

The major headquarters reorganization
effected during the fiscal year, brought to-
gether all administrative, budget, and finan-
cial management functions under a newly
established Assistant Administrator for Ad-
ministration and Finance. In addition five
new offices were established: an Office of
Budget and Accounts to provide for closer
coordination of the budget and accounting
functions; an Office of Domestic Shipping
to give new emphasis to the promotion of
domestic waterborne commerce; an Office
of Marine Insurance to expand MarAd's ef-

forts to aid the domestic marine insurance
market; an Office of Financial Analysis to
provide for timely analysis of the financial
condition of the shipping industry or its
segments; and an Office of Maritime Re-
search Centers to direct, control and coor-
dinate the activities of the Maritime Re-
search Centers established at Kings Point,
N.Y., and Galveston, Tex.

o AUDITS

in response to findings in a General Ac-
counting Office survey relative to savings

o EMPLOYMENT

On June 30, 1972, Andrew E. Gibson, As-
sistant Secretary of Commerce for Maritime
Affairs was confirmed by the Senate as
Assistant Secretary of Cemmerce for Do-
mestic and International Business, subse-
quently effective July 7, 1972. Also on june
30, 1972, Robert J. Blackweli, Deputy As-
sistant Secretary for Maritime Affairs re-
ceived Senate confirmation of his appoint-
ment as Assistant Secretary for Maritime
Affairs. Effective july 7, 1972, he became
Assistant Secretary of Commerce for Mari-
time Affairs and ex officio Maritime Admin-
istrator. Mr. Blackwell also serves as Chair-
man of the Maritime Subsidy Board.
During the year, total employment in
the agency decreased from 1,810 to 1,631,
although various new programs were ini-

available by consolidating certain reserve
fleet activities, joint MarAd-Navy meetings
were conducted to explore the survey find-
ings in depth and determine optimum alter-
natives. The General Accounting Cffice also
made a review of selected administrative
controls and related financial practices, and
issued a report recommending that the
Value Engineering Program be reinstated
and improved for the administration of ship
construction contracts. The Maritime Ad-
ministration concurred in all of the recom-
mendations contained in these two reports,
and appropriate implementing actions were
taken.

During the fiscal year there were two
internal audits by the Department of Com-
merce, Office of Audits. These were: (1)
Report on Survey of Reimbursable Activi-
ties, Maritime Administration, and; (2) Re-
port on Foreign Trade Shipping Statistics,
Maritime Administration and Bureau of the
Census. Internal action pursuant to the
findings contained in these surveys is pro-
gressing. Also, a joint Maritime Administra-
tion-Bureau of the Census Task Force is
conducting a feasibility study to determine
an approach to the survey recommendation
on Foreign Trade Shipping Statistics, which
will best meet the reporting requirements
of both agencies.

Personnel

tiated. Resources for the latter were pro-
duced by curtailment or elimination of
other programs.

o EQUAL EMPLOYMENT OPPORTUMITY

Approximately 24.1 percent of the Maritime
Administration’s work force consisted of
minority group employees. Although the
average grade of the agency employees was
reduced during the year, the percentage of
minority employees in grades GS-12 and
above remained high—6.2 percent. Addi-
tionally, under the female upward mobility
program, the percentage of female super-
visors rose to 8 percent; likewise, the per-
centage of females in grades GS-12 and
above rose to 4.8 percent. One black fe-
male was promoted to a grade GS5-14 posi-
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tion, a “‘first’” within the Maritime Admin-
istration.

o TRAINING

A total of 1,391 employees, including 213
at the U. 5. Merchant Marine Academy, re-
ceived training, through government and
non-government sources, in professional,
technical, supervisory and management
matters. Management at all levels partici-
pated in training programs. An Equal Em-
ployment Opportunity Symposium was
conducted at Kings Point, N. Y., for 31 top
managers from the U. S. Merchant Marine
Academy and the Eastern Region Office.
Supervisory personnel at all three Reserve
Fleets participated in the 40-hour course,
“Supervision and Group Performance.”
The various upward mobility programs
received special emphasis during fiscal year
1972. The Public Service Career Program
was launched by enrolling 20 onboard
employees in the upgrade phase of the pro-
gram. This program provides training for
low level employees to enhance their op-
portunities for promotion to more chalieng-
ing positions. To aid new clerical workers
to achieve their full performance lfevels in
the shortest possible time, a “MarAd Cler-
ical Skills” course was developed, and 32
new employees were enrolled in the 30-
hour program. In the secretarial training
area, training was given in “Better English
for Secretaries’” and ‘‘Shorthand Refresher.”
Ten secretaries completed each course.

o MATERIAL CONTROL

Rental of mobilization reserve machine
tools and equipment to commercial con-
cerns working on defense contracts or in
support of merchant marine programs pro-
duced a revenue of $135,714.

Excess personal property having an ac-
quisition value of $3,634,962 was disposed
of during the year. Property valued at
$1,558,703 was donated or transferred to
other government agencies and property
valued at $2,042,076 was sold for $94,002.

In addition, property with an acquisi-

With the goal of developing future execu-
tive talent, five middle managers were ap-
proved for training in the agency’s long-
term graduate study program. Emphasis was
placed on specialized study in areas that are
most critical to the long-range program ob-
jectives of the Maritime Administration.

o AWARDS

Seventeen employees received medal
awards, including two Department of Com-
merce Gold Medals, the highest recognition
given by the Department; five Department
Silver Medals, the second highest award
given by the Department; and ten Bronze
Medals, the Maritime Administration’s top
award.

In fiscal year 1972, 125 employees
received Outstanding Performance Ratings
and 102 received Special Achievement
Awards. Forty-four employees received
Quality Step Increases. Forty-eight benefi-
cial suggestions were submitied and 11
were adopted by management officials.

e POSITION CLASSIFICATION

In addition to regular position classification
and maintenance review activities, a rigor-
ous position and pay management program
was undertaken in an effort to accomplish
required average grade reductions without
detriment to essential programs receiving
emphasis under the Merchant Marine Act
of 1970.

Installations and Logistics

tion value of $24,183 was destroyed or
abandoned.

Marine equipment from the Mational
Defense Reserve Fleet valued at $67,393
was loaned to steamship operators and gov-
ernment agencies during the year. At the
end of the year, equipment valued at
$244,686 was on loan. Warehouse invento-
ries were reduced by $810,000 during the
fiscal year, and equipment in stock at the
end of the year was valued at $4,290,000.

e REAL PROPERTY
At the close of the fiscal year, Maritime’s



real property included the reserve fleet
sites at Mobile, Ala., James River, Va., Beau-
mont, Tex., Suisun Bay, Calif., Astoria, Ore.,
and Olympia, Wash.; warehouses at Kearny,
N. J., and San Francisco, Calif.; the U. S.
Merchant Marine Academy at Kings Point,
N.Y.; the Wilmington, N. C., Port Terminal
Facility; and the Wilmington, N. C., Federal
Government Facility.

The agency relinquished reversionary
rights to the World War | shipyard at wWil-
mington, N. C. (Taylor-Colquit Property),
thus quit-claiming the property to the City
of Wilmington, N. C., on March 13, 1972.

At the Wilmington, N. C., facility, 153
acres of real property are now on lease or

o ACCOUNTING

The accounts of the Maritime Administra-
tion were maintained on an accrual basis
and in conformity with the principles,
standards and related requirements pre-
scribed by the Comptroller General.

Net cost of combined operations of the

Maritime Administration for the year totaled
$278.6 million. The cost included $238.6
million for operating—and construction—
.differential subsidies, $2.9 million for de-
preciation on reserve fleet vessels and other
assets, $12.3 million for research and de-
velopment, and $21.3 million for adminis-
trative expenses. The equity of the gov-
ernment at june 30, 1972, totaled $1,659
million, an increase of $215 million from
june 30, 1971. The increase included the
net cost of combined operations of $278.6
million and the return of $19.1 million in
collections and unobligated balances to the
Treasury, offset by $525.0 million appropri-
ated by Congress and $12.4 million in prop-
erty and vessel transfers. (See Exhibits 1-4
for detailed year end financial statements
of the Maritime Administration.)

A new, highly automated accounting
system, the design of which was approved
by the Comptroller General on January 15,
1971, became operational for all Maritime
accounting entities during fiscal year 1972.
A major feature of the new system is an
integrated cost accounting/cost-based
budgeting system that provides internal

have been sold (under lease/purchase
agreement) to the North Carolina State
Ports Authority. MarAd occupies 11 acres
of the government facility. The Hoboken
Terminal is under long-term lease to the
Port of New York Authority.

The National Defense Reserve Fleet
anchorages at Astoria, Ore., and Olympia,
Wash., have been declared excess to the
needs of the Maritime Administration and
are being disposed of by the General Serv-
ices Administration.

Rents from the lease of real property
to private interests during the year yielded
$8,300.

Finance

management with reports comparing actual
costs of operation with planned costs.

o CONTRACT AUDITING

Prior to the enactment of the Merchant Ma-
rine Act of 1970 subsidized operators were
not paid their final 5 percent of operating-
differential subsidy until their annual ac-
counting had been reviewed and approved
by the Maritime Administration. Audits to
permit final payment were completed for
11 operators, generally covering the period
from 1962 through 1968. Most of the audits
of the 12 subsidized operators’ expenses
eligible for subsidy were completed through
calendar year 1968. Wage expenses of four
of the operators were audited through cal-
endar year 1970.

In accordance with the Merchant Ma-
rine Act of 1970, wages on a 100 percent
basis were paid to two operators who have
signed contracts to come under the provi-
sions of the 1970 Act.

Audits were made to determine the ac-
tual operating costs of the NS SAVANNAH
under both its charter agreement and its
general agency agreement. Other audits
included those of general agency agree-
ments, contracts for ship construction and
repair and related contracts.

Audits completed during the fiscal
vear resulted in reduced billings of about
$10 million to the government.
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In securing equal employment opportunities, American
shipyards have been opening jobs previously closed to certain
groups, such as blacks and women.




The Maritime Administration is charged
with assuring equal employment opportu-
nity in the shipping, shipbuilding and ship
repair industries located in coastal states.

During fiscal year 1972, the agency
reviewed and monitored, at least semi-
annually, all of the major shipbuilding and
ship repair companies for which it has re-
sponsibility for equal employment oppor-
tunity compliance. These companies repre-
sent approximately 60 percent of the em-
ployment within the industry. Traditional
practices in this industry requiring affirma-
tive change included restrictive seniority
and transfer systems, recruitment, place-
ment, promotion and training. Significant
achievements were made in the develop-
ment of remedies to correct the present
effects of past discrimination; approximately
3,000 blacks in the shipbuilding and ship
repair industry were given the opportunity
to transfer from their traditionally black
classifications to traditionally white classifi-
cations without the loss of seniority or
earnings.

While total employment in the major
yards has increased only 1.6 percent since
1969, the black empioyment rate rose 28.2
percent, with black representation rising
from 17 percent of the total workforce in
1969 to 21.3 percent in 1972. In absolute
numbers, total employment rose by 1,433

while black employment
4,138.

The further opening of skilled craft and
white collar-salaried jobs to blacks received
major emphasis in MarAd’s efforts. Despite
a decrease of 5 percent in skilled jobs in
the major yards since 1969, black partici-
pation rose from 15.7 percent in 1969 to
19.7 percent in 1972. Black representation
in white collar-salaried jobs increased from
3.3 percent in 1969 to 6.1 percent in 1972.

Employment of women in the major
yards has grown by 7 percent since 1969
and now totals 3,750. Significant increases
were registered in such non-traditional job
areas as professional-technical (14 percent);
skilled crafts (34 percent); semi-skilled (503
percent).

The period from 1969 to 1972 has been
one of general decline for employment in
the shipping industry. The permanent work
force of the major carriers has declined by
35 percent. During this period, however,
minority representation rose from 9.5 per-
cent to 10.6 percent.

During fiscal year 1972 shipyards re-
ceived more than $2.5 million to provide
training to 1,600 disadvantaged persons. An
additional $500,000 was allotted for ship-
yards to provide on-the-job training for 500
trainees under the Manpower Development
Training Act. Funding requests are pending
for more than 3,000 training billets.

increased by
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The Office of Policy and Plans provides
capabilities for long-term and mid-term
planning, economic and operations analy-
sis, program evaluation and special studies
in support of legislation and day-to-day
operations of the Maritime Administration.

o PROGRAM PLANNING

Program planning involves analyzing MarAd
programs in terms of proper utilization of
resources, justifying MarAd requests to
higher echelons, preparing reports on pro-
gram progress for MarAd and the Depart-
ment, evaluating the agency’s programs,
and preparing its long range plans. During
fiscal year 1972, the Program Memoran-
dum, the primary program and budget
document for the agency, was developed.
The first series of evaluation reports on the
new maritime program were prepared. Pro-
gram analysis was improved within the
agency by revising MarAd’s program struc-
ture and developing output and workload
measures related directly to the program
objectives. Analyses were prepared on U. S.
oceanborne bulk carriage requirements
examining the relative economics of various
size liquid and dry bulk carriers, the need
for deep draft port facilities, national se-
curity bulk shipping requirements, environ-
mental impact of very large crude carriers

and the shipping capability needed to meet
forecasted bulk movements over the next
decade.

o ECONOMIC AND ANALYTIC STUDIES

Two major projects were undertaken during
the fiscal year to assist the Maritime Admin-
istration in policy development and pro-
gram implementation.

(1) Sealift Procurement and National

Security (SPANS)

The results of the Sealift Procurement
Analysis and Review (SPAR) Study, com-
pleted during fiscal year 1971, suggested
further examination of the system used by
the Department of Defense (DOD) to pro-
cure commercial sealift services. Conse-
quently, the SPANS study was initiated
under the joint sponsorship of the Maritime
Administration, the Department of Defense,
the Federal Maritime Commission, and the
Office of Management and Budget and with
the advice and assistance of the maritime
industry. This study became the most de-
tailed analysis ever undertaken of the ade-
quacy of the U. S. merchant fleet in time of
national emergency. The ships required for
this type of mission are dry cargo freighters
which operate in peacetime in support of
U. S. economic goals, and which are neces-
sary in emergencies to support national de-
fense requirements.



The study describes the rate experi-
ence under recent DOD procurement sys-
tems. It provides estimates of future DOD
and non-DOD sealift requirements, as well
as U. S. merchant fleet capability, and indi-
cates the relationship between estimated
future defense shipping needs and the ex-
pected capability of the U. S.-flag fleet. With
these inputs, the study elaborates upon
alternative procurement systems that might
be used to provide for the national security
from the resources of the privately owned
fleet. In addition, to insure that the DOD
shipping rates and the health of the in-
dustry will receive continuing attention, it
recommends that the evolving procure-
ment system be regularly monitored by the
Industry Advisory Committee on Maritime
Policy.

(2) Computerized Techniques for

Management Analysis

Various tools to assist maritime man-
agement in corporate planning activities
were formulated. Economic analyses of al-
ternative ship types, using computerized
ship-cost models, were performed for the
Military Sealift Command and shipowners.
A “Merchant Marine Forecast Model” has
tied together the “Forecast of U. S. Water-
borne Foreign Trade,” the “Fleet Forecast,”
and various logical assumptions to describe
the future American merchant fleet suffi-
cient to carry commercial and military car-
goes in U. S. foreign trade. Special attention
has been given to the size and characteris-
tics of the U. S. tanker fleet under varying
volumes of oil imports.

o EMERGENCY READINESS

Substantial progress was made in agency
preparedness for continuity of operations
under emergency conditions. The basic plan
for the conduct of emergency operations by
the Maritime Administration was updated,
documented and distributed to key officials.
Agency response measures were reviewed
and realigned for consistency with national
and international preparedness policy and
guidelines. Emergency organization and
staffing plans were updated and administra-
tive procedures were revised. MarAd’s pro-
gram for strengthening the operational
readiness of its relocation facilities contin-
ued.

U.S. ports continued to receive assist-
ance in developing and upgrading their
emergency plans and procedures, including
those relating to natural disaster situations.
Special studies were completed on the

probability of nuclear attack effects on U.S.
ports to serve as guidelines in planning to
meet emergency port and sealift require-

ments. . .
The agency participated in frequent

tests and exercises throughout the year to
assess the effectiveness of emergency plans
at the international, national, and regional
levels. Activities included the testing of
alerting systems, operational procedures,
staff unit performance, communications
and select emergency operating facilities.
The Headquarters and Eastern Region emer-
gency relocation sites were activated and
thoroughly tested for support capability
under simulated emergency conditions. Im-
proved equipment for manual and compu-

terized damage assessment and resource
evaluation at the Headquarters emergency
facility were tested successfully. Extensive
staff training was conducted for specialized
emergency teams to improve proficiency
and test responsiveness. A program was im-
plemented to evaluate and update the com-
puterized data banks on MarAd’s emer-
gency resources.

The agency’s Disaster Assistance Pro-
gram was upgraded to provide predesig-

nated response teams at the Headquarters -

and regional levels. Guidelines on assist-
ance measures available from the Maritime
Administration in natural disaster situations
were documented together with procedures
for carrying them out. Response teams were
trained in their responsibilities. Participa-
tion continued in interagency disaster assis-
tance planning programs at all levels.

The National Defense Executive Re-
serve continued as an integral element of
the agency’s emergency plans for meeting
national and local executive staff require-
ments and for select NATO shipping posi-
tions. The overall complement was retained
at 200 positions which would be activated
to support uninterruptible functions during
the early stages of an emergency situation.
The executive reserve organization is com-
posed of officials recruited from the private
port and shipping industries, who are
trained to assume federal assignments with
the Maritime Administration under mobili-
zation conditions.

MarAd representatives cooperated
with the Department of the Navy and NATO
naval commands in an extensive review and
updating of military plans and related docu-
ments pertaining to the protection and con-
trol of merchant shipping in time of war
and periods of rising international tension.
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MarAd is fostering research into and development
of improved shipbuilding techniques in such areas
as: (above) improved surface preparations and
coatings, (left) new and advanced welding tech-
niques, as well as (below) the development of
advanced liquefied natural gas transportation
systems.




To revitalize the U. 5. merchant marine and
to restore it to a competitive position, it is
necessary to achieve productivity gains in
ship construction and operations through
technological advancement.

The Maritime Administration’s Re-
search and Development (R&D) efforts have
been enlarged and redirected to support
the Merchant Marine Act of 1970. The ob-
jectives, priorities, and criteria of the cur-
rent R&D program reflect the new national
maritime policy, as well as the broad needs
of the industry.

The new emphasis on maritime R&D is
reflected in the growth in the agency’s R&D
appropriations. In fiscal year 1969, $6.7
million was authorized for R&D; in fiscal
year 1972, $23.8 million was allocated.

Sixteen key programs have been devel-
oped, based on national priorities and ob-
jectives as expressed by maritime legisla-
tion. Approximately 80 contracts ranging
from systems analysis and requirements
studies to development of major hardware
and ship systems, are underway in three
principal areas; advanced ship develop-
ment, advanced ship operations and mari-
time technology. (See Appendix Xill for a
list of R&D contracts awarded during fiscal
year 1972.)

The programs were undertaken after a
thorough evaluation using an internally de-

veloped system of technical and benefit/
cost analyses. The method provides a
means for structuring the R&D program by
determining relative priorities among proj-
ects and selecting those with the highest
return and compatibility with national goals
within funding limitations. An immediate
result of this technigue was to eliminate
low pay-off programs, the most significant
of which were the operation of the NS
SAVANNAH and the joint MarAd-Navy Sur-
face Effects Ship (SES) Program. The SAVAN-
NAH was deactivated in January 1972, and
MarAd participation in SES funding ended
in fiscal year 1971 as the commercial appli-
cations of SES appeared to be too distant.
Most of the R&D projects now in force will
result in practical applications in the near-
term (three-to-five year) future.

The agency’s close coordination with
industry in carrying out its R&D efforts is
aimed at encouraging the industry to en-
large its participation in R&D and improv-
ing its competitive position through tech-
nological innovations. That this has been
achieved is evidenced by the growing
amount of industry cost-sharing in MarAd
R&D projects. A total of $13 million is being
directly cost-shared on present programs.
An additional $7 million in indirect cost-
sharing has been committed in terms of
free use of industry ships, facilities and per-
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sonnel for testing MarAd equipment in op-
erational environments.

Major programs are presently under-
way in shipbuilding technology improve-
ments, advanced propulsion systems, auto-
mated ships, shipboard poilution abate-
ment systems, and ocean tug-barge sys-
tems, among other areas.

Gains from several of these projects
are already available for the industry’s use.
As part of MarAd's research effort in ship
design improvement, over 200 cost items
have been identified which could reduce
construction costs by as much as $2.5 mil-
lion per ship, or up to 10 percent of a ship’s
cost.

An experimental program using the
freighter S5 MICHIGAN to test propeller
performance has resulted in changes to
American Bureau of Shipping regulations
which, in turn, will lead to safer operations
and minimization of propeller failure. Re-
sults of hydrodynamic tests of advanced
skewed and contrarotating propellers are
already being applied by industry with con-
siderable improvement in ship perform-
ance.

Other studies, too, are beginning to
show results.

A primary goal of the Maritime Admin-
istration’s R&D program is to reduce ship
construction and operating subsidies by in-
creasing vessel productivity and lowering
life-cycle costs. In addition, the successful
accomplishment of the R&D program will
make significant contributions to solving or
alleviating important national concerns,
e.g., the growing energy shortage, pollution
control, ship safety, the national balance of
payments and employment. It is also being
geared toward assisting the domestic seg-
ment of the merchant fleet and projects will
be funded in the near future.

e SATELLITE-AIDED/AUTOMATED SHIP
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