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Robert J. Blackwell, Assistant Secretary of Maritime Affairs (center),
in Moscow, May 1973 with members of U.S. Delegation,

which negotiated modifications to the

U.S./U.S.S.R. Maritime Agreement
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THE SECRETARY OF COMMERCE
Washington, D.C. 20230

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

Sirs:

I have the honor to submit the Annual Report of the Maritime Administration
for fiscal year 1973.

During the year, the Maritime Administration made substantial progress
in implementing the maritime program as embodied in the Merchant Marine
Act of 1970.

An unprecedented level of shipbuilding activity was generated with the
aid of the construction-differential subsidy program. Contracts for the
construction of 17 new vessels and conversion of three freighters into
containerships were awarded during the year. The value of these awards
approximated $1.3 billion. With the signing of these contracts, the
volume of shipbuilding under the 1970 Act reached $2.4 billion, covering
the construction of 47 new vessels and 16 containership conversions. }
These orders will generate nearly 120,000 man-years of work for employees
in American shipyards and allied industries.

During the year, a milestone agreement was reached with the Union of
Soviet Socialist Republics governing maritime relations between the two
nations. This historic pact, which was signed on October 14, 1972,
provided merchant ships of each nation with more open access to ports of
the other and extended to each nation's fleet the opportunity to carry
equal and substantial portions of the oceanborne trade moving between the
two countries.

In these and numerous other areas, I believe that this report presents
concrete evidence that the Maritime Administration and the American
maritime industry are making steady progress in achieving the goal of

the Merchant Marine Act of 1970 -- the restructuring of the American
Merchant Marine to transform it into one of the most modern and efficient
fleets on the high seas.

Respectfu]]yi
25 0 Dt

Secretary of Commerce
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Introduction

BY ROBERT J. BLACKWELL
Assistant Secretary of Commerce
for Maritime Affairs

Fiscal year 1973 was one in which the American
maritime industry made significant headway in
reaching President Nixon’s goal of a revitalized
U.S.-flag merchant marine. A large volume of new
ship orders were placed during the year—ships
which will substantially upgrade the U.S. fleet's
carrying capacity in the years ahead.

As the primary federal agency charged with
implementing the President's maritime program
under the Merchant Marine Act of 1970, the Mari-
time Administration also made substantial prog-
ress during the year. Continued efforts to realign
its programs and organization to reflect the pro-
gram’s dimensions and the needs of the U.S.
maritime industry began to bear fruit during the
year.

Shipbuilding

A record volume of shipbuilding orders under the
agency's construction-differential subsidy program
highlighted the year’s activities. Contracts valued
at almost $1.3 billion were awarded during the
year for the construction of 17 new ships and the
conversion of three freighters into highly produc-
tive containerships.

Award of these contracts brought the total
volume of shipbuilding activity under the Presi-
dent’s maritime program to nearly $2.4 billion,
comprising the construction of 47 new ships and
16 containership conversions. These orders repre-
sent nearly 120,000 man-years of work for ship-
yard employees and those in related industries.

Largely because of the shipyard work gener-
ated by the program, the American shipbuilding
industry at the end of the fiscal year had the larg-
est peacetime backlog of merchant-ship construc-
tion orders in its history. As of June 30, 1973, 83
ships, aggregating 5.4 million deadweight tons,

& Summary

were on order or under construction. These vessels
had a total value of about $2.9 billion.

The year’s ship construction program was
also notable in that the first contracts for the con-

- struction of nine liquefied natural gas (LNG) car-

riers, which carry their cargoes at a temperature
of minus 260 degrees Fahrenheit, were placed
with U.S. shipyards. The LNG contracts, which
were awarded to three shipyards, heralded the
entry of American shipbuilders into an important
new market for their services. The other ship--
building contracts awarded during the year will
permit continuation of the series construction of
tankers and roll-on/ roll-off ships at four yards initi-
ated in previous years.

Under the President’'s program, American
shipyards are encouraged to increase their pro-
ductivity to upgrade their competitiveness in the
world market and reduce their dependence on
government construction aid. The 1970 Act pre-
scribes a descending scale of guideline subsidy
rates to effectuate this provision of the program.
In fiscal year 1973, the applicable construction
subsidy guideline rate was 41 percent.

All of the shipbuilding contracts awarded dur-
ing the year bettered this goal, reflecting the
strenuous and continuing efforts by U.S. ship-
builders to hold down their costs in relation to
rising prices for vessels in foreign yards. A four-
ship order placed during the year for 89,000-ton
tankers incorporated a subsidy rate of 36.47 per-
cent—the lowest subsidy rate on a conventional-
type ship in the 37-year history of the construction
subsidy program.

Additionally, the liquid gas carriers con-
tracted for during the year involved even lower
subsidy rates. The contracts covering the first six
of these ships carried subsidy rates of about 25
percent. Moreover, the third three-ship order re-
quired a subsidy rate of only 16.5 percent.



U.S./U.S.S

. Agree

One of the most notable achievements of the fiscal
year, from the point of view of the agency and the
maritime industry, was the successful conclusion
of an agreement covering marine commerce be-
tween the United States and the Union of Soviet
Socialist Republics. Signed on October 14, 1972,
the pact culminated a year of intensive negotia-
tions between U.S. and Soviet maritime officials.

This agreement, which opened an important
new market for American ships, has two basic
purposes: It provides merchant ships of each
nation with more open access to specified ports
of the other. And It extends to each nation’s fleet
the opportunlty to carry an equal and substantial
portion of the ocean trade moving between the
two nations.

During the year, Soviet grain purchases in
the United States, amounting to 19.2 million tons,
constituted the main cargo falling within the scope
of the agreement. To assist American bulk car-
riers in participating in this trade, the Maritime
Administration instituted a special operating sub-
sidy program. Fifty-two special operating subsidy
agreements covering a total of 88 vessels were
approved during the fiscal year, and subsidized
vessels commenced a total of 77 voyages carrying
approximately 2.3 million tons of grain.

Nearly all of the American ships engaged in
this trade returned to the United States with pe-
troleum cargoes loaded at Black Sea or Mediter-
ranean ports. These backhaul cargoes totaled 2.2
million tons.

Title XI Guarantees

Under Title X! of the Merchant Marine Act of 1936,
as amended, MarAd is authorized to guarantee
the principal and interest on commercially placed
mortgages and loans used to finance new ship con-
struction or conversions. Fiscal year 1973 was a
record-setting year for this program, with guaran-
tees approved for nearly $1 billion in ship-financ-

ing instruments. These guarantees cover 95 ves- -

sels and 450 lighters.

At the end of the fiscal year, a total of 456
vessels and 2,171 lighters were insured under the
Title XI program. The outstanding principal bal-
ance on these ships aggregated almost $2.6 billion.

Important legislation, enacted as the Federal
Ship Financing Act of 1972, made substantive
changes in the program to facilitate its use by a
wider variety of vessel owners and operators. It
lowered the minimum barge-size requirements,
for example, to permit inland waterway operators
to obtain Title Xl-guaranteed financing on standard

2

river barges. It also expanded the range of uses
to which funds from insured obligations may be
put to include the construction, reconstruction,
or reconditioning of shoreside marine facilities or
equipment. At year’s end, another bill—to raise
the ceiling on mortgages and loans the agency can
guarantee from $3 billion to $5 billion—was pend-
ing before the Congress.

Operating Aid

in addition to the 52 temporary operating subsidy
agreements covering vessels moving bulk agricul-
tural commodities to the Soviet Union, the agency
entered into six new operating subsidy contracts
during fiscal year 1973. Two of these agreements,
covering vessels operating in the U.S. Gulf/Far
East service, and in worldwide petroleum trades,
are short-term agreements, expiring in five years
or less.

Four long-term operating subsidy contracts
were also awarded during the year. All of these
cover 89,000-ton tankers which, when delivered,
will be used to transport petroleum in U.S. foreign
trade.

Capital Construction Funds

Capital Construction Funds, into which eligible
operators may deposit vessel earnings and capital
gains on a tax-deferred basis, are another aid to
assist American vessel owners and operators in
accumulating the capital necessary for new ship
construction. By the end of the year, 140 such
funds had been established. These will generate
approximately $2 billion in shipyard work in the
next ten years. :

Research and Development

In announcing his maritime program in 1969,
President Nixon called for an enlarged and re-
directed maritime research and development effort
to improve the productivity of American shipping
and shipbuilding operations. The Maritime Admin-
istration continued to carry out this important
mandate during the fiscal year, awarding $24 mil-
lion in R&D contracts. Industry cost-sharing—one
of the hallmarks of the R&D program—added an-
other 30 percent to this total.

One of the highlights of the R&D program
during the year was the establishment of the Mari-
time Coordination Center at the National Maritime
Research Center, Kings Point, N.Y. This instalia-
tion was linked with ships at sea through National
Aeronautics and Space Administration satellites



as part of the agency's ongoing effort to develop
an effective satellite-aided communications and
navigation system. A series of tests were success-
fully concluded during the fiscal year. Plans were
being made at the end of the year to adapt the
system to more advanced satellites, which will
provide higher levels of service to the industry.

In a series of cost-shared contracts, MarAd
and the shipbuilding industry undertook a cooper-
ative research program aimed at improving ship
construction technology in the U.S. These con-
tracts, several of which were completed during
the year, involve developing specific equipment
and techniques, such as one-sided welding de-
vices and improved material handling and plate
coating methods to lower the cost of building ships
in this country.

An important milestone in the agency’s
nuclear propulsion research program was also
reached during fiscal year 1973. The prime
contractor for this program, Babcock & Wilcox,
completed a Preliminary Safety Analysis Report
on its consolidated nuclear steam generator sys-
tem. This study was undergoing intensive review
by regulatory agencies at the end of the year.

Civil Rights

The Maritime Administration is responsible for
assuring that all Americans enjoy equal employ-
ment opportunities in the U.S. shipping, ship-
building and ship repair industries. To achieve
this goal, the agency monitors the hiring and pro-
motion practices of companies in these fields and
works with them to develop affirmative action
programs.

Minority participation in the U.S. shipbuild-
ing industry has grown significantly in the last five
years. Five years ago, black, Chicano, and other
minority employees accounted for 17.7 percent
of the shipyard workforce. By 1973, this propor-
tion had increased to 26.5 percent. In the ship-
ping industry, minority participation increased
from 10 to 15.2 percent between 1969 and 1973.

During fiscal year 1973, MarAd and the ship-
building industry concentrated their efforts on
improving the quality of jobs held by minority em-
ployees, who formerly had been generally limited
to low-paying, unskilled positions. As a result of
these efforts, black participation in skilled jobs
rose from 13.4 percent in 1968 to 22.3 percent
in 1973. At the same time, the percentage of
blacks in salaried jobs tripled.

MarAd worked during the year with another
Commerce Department agency, the Office of Mi-

nority Business Enterprise, to promote the use of
minority subcontractors to furnish goods and serv-
ices to shipping and shipbuilding firms. In pilot
form, the effort was warmly received by both the
industry and minority businesses. At the end of
the year, it was in the process of being expanded
from a regional to a national scale.

Poliution Abatement

The agency’s efforts to reduce ship-generated pol-
lution of the oceans and the inland waterways
were stepped up during the year. Several research
projects were conducted with an eye toward up-
grading the quality of overboard discharges of
ballast water from ships and toward developing
shoreside reception and processing facilities to
accommodate ship-generated wastes. In conjunc-
tion with the U.S. Coast Guard, a study was initi-
ated to determine effective and economical pollu-
tion-abatement construction standards for tank
barges using the inland waterways.

Conclusion

Based on the foregoing list of accomplishments,

* and the many others delineated in the pages that

follow, | believe that the Maritime Administration
and the American maritime industry made signifi-
cant progress during fiscal year 1973 in meeting
President Nixon’s goal of a balanced, productive
American merchant marine capable of meeting
this Nation’s many diverse commercial and de-
fense shipping requirements in the years ahead.



(Above) At 225,000 dwt.,
the TT BROOKLYN shown
under construction at Sea-
train Shipbuilding Corp., is
forerunner of very large
crude carriers being built in
American shipyards

(Right) Artist’s concept of
Liquefied Natural Gas
{LNQG) carrier which will
give new dimension to
American merchant marine
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Contract Aw

The Maritime Administration (MarAd) construc-
tion-differential subsidy (CDS) program, in sup-
port of the national policy to revitalize the
American merchant marine, generated contracts
in fiscal year 1973 for the construction of 17 ships
and the conversion of three freighters to contain-
erships (see Table 1). Valued at approximately
$1.3 billion, these contracts constitute the largest
investment in commercial U.S. ship construction
made in any peacetime year. Particularly note-
worthy are the types of ships ordered. Sixteen of
these ships are designed for the transportation of
vital energy resources: seven are liquid bulk tank-
ers and nine are 125,000-cubic-meter liquefied
natural gas (LNG) tankers. The nine LNG's, three
each to be built by Newport News Shipbuilding
and Dry Dock Co., Newport News, Va.; General
Dynamics Corp.’s Quincy Shipbuilding Division,
Quincy, Mass.; and Avondale Shipyards, Inc.,
New Orleans, La.; will be the first such ships ever
constructed in the United States. They also will
carry the lowest CDS rates since the subsidized
shipbuilding program was initiated 37 years ago.

Unsubsidized private construction contracts
were awarded for five ships: two 14,180 dead-
weight ton (dwt.) roll on/roll off vanships at Sun
Shipbuilding and Dry Dock Co., Chester, Pa.; and
three Great Lakes bulk carriers, one 19,000 dwt.
vessel at the American Shipbuilding Co., Lorain,
Ohio; one 19,000 dwt. vessel at the American
Shipbuilding Co., Toledo, Ohio; and one 28,100
dwt. vessel at Bay Shipbuilding Corp., Sturgeon
Bay, Wisc.

As of June 30, 1973, the number of large
merchant ships under construction or on order in
American shipyards totalled 83 vessels aggregat-
ing 5.4 miilion dwt. as compared to 78 of 4.4
million dwt. a year earlier (see Table 2).

Of the 83 new ships, valued at $2.9 billion,

55 were being constructed with subsidy (see
Appendix Viilyand the remaining 28 were being
financed privately or with the aid of Title X| Federal
Ship Financing Guarantees. At the end of the year,
there were no ships undergoing major conversion
work in private shipyards.

Construction Subsidy

The Maritime Administration is authorized to pay
a subsidy on vessels built in American shipyards
that will operate under the U.S.-flag with American
crews in the Nation’s essential foreign commerce.
CDS represents the difference in construction cost
between buiiding a vessel in the U.S. and in a low-
cost foreign shipbuilding center (see Appendix IV
for CDS expenditures since 1936).

The 55 ships being constructed with CDS
had a contract value of $2.5 billion. The subsidy
amounted to approximately $871 million (exciud-
ing the cost of National Defense Features) (see
Appendix VIII). These subsidized ships included 11
Lighter-Aboard-Ship (LASH) vessels, six container-
ships, four roll on/roll off vanships, 23 tankers,
two ore/bulk/oil (OBO) carriers and nine LNG
carriers.

Under the Trade-in and Build program, the
Fillmore Tanker Corp., a subsidiary of Seatrain
Lines, Inc., traded in to the Government five ships
with a total trade-in allowance of $9,733,450 to
be applied against the owner’s cost of building one
225,000 dwt. tanker, for which a CDS contract
was awarded during fiscal year 1973.

At the close of fiscal year 1973, 28 applica-
tions for CDS were pending (see Table 3). Cover-
ing a total of 92 vesels, these applications covered
the foliowing ship types: eight very large crude
carriers (VLCC’s), 24 OBOQO’s, 28 LNG’s, one mini-
LASH, six dry bulk carriers, six tug/barges and
19 tankers.



TABLE 1

Cwner

Shipbuiider

TRACTS

Type of Ship

Methane Alpha Co.
Methane Beta Co.
Methane Gamma Co.

Newport News Shipbuilding & Dry Dock Co.
Newport News Shipbuilding & Dry Dock Co.
Newport News Shipbuilding & Dry Dock Co.

LNG—LG9-S-94a
LNG—LG9-S-94a
LNG—LGS-S-94a

Cryogenic Energy Transport, Inc.
Liquegas Transport, Inc.

LNG Transport, inc.

States Steamship Co.

Methane Delta Co.

Methane Epsilon Co.

Methane Zeta Co.

Third Group, Inc.

Gulf Oil Corp.

Fillmore Tanker Corp.
American President Lines, Ltd.

General Dynamics Corp.
General Dynamics Corp.
General Dynamics Corp.

Bath fron Works Corp.
Avondale Shipyards, Inc.
Avondale Shipyards, Inc.
Avondale Shipyards, Inc.
National Steel & Shipbuilding Co.
Bethlehem Steel Corp.
Seatrain Shipbuilding Corp.
Triple “A” Machine Shop, Inc.

LNG—LG8-S-102a
LNG—LG8-5-102a
LNG—LG8-S-102a
RO/RO—C7-S-95a
LNG—LGS-S-107a
LNG—LG9-S-107a
LNG—LG9-S-107a
Tanker—T8-S-100b
Tanker—T10-S-101b
Tanker—T10-S-92a
Containership—C6-S-€

Total CDS contracts awarded in fiscal year 1973

! Total contract cost including CDS and National Defense Features, but excluding engineering and change orders.

2 125,000 Cubic Meter liquefied Natural Gas Carriers.
* Reconstruction

TABLE 2 SHIPS UNDER
CONSTRUCTION/CONVERSION IN
U.S. SHIPYARDS

Number of Ships

Ship Deliveries

A total of 17 new vessels, aggregating approxi-
mately 785,780 dwt., were delivered by American
shipyards during the year (see Table 4).

Ten of these were constructed with the aid
of CDS and are among the most productive types
of commercial vessels in service. Seven container-
ships were delivered to the following companies:
two to American Export Lines, Inc.; two to Ameri-

- Total New Conversions can President Lines, Ltd.; and three to Farrell
Under Contract Lines, Inc. The other three vessels delivered were
July 1, 1972 91 78 13 barge-carrying types: two SEABEEs for Lykes Bros.
Steamship Co., Inc. and one LASH for Pacific Far
Awards During East Line, Inc.
FY 1973 25 22 3 The following seven vessels built without-
Sub Total 116 100 16 subsidy also were delivered during the year: two
tankers to Standard Oil Co. of California, one bulk
Completed During carrier to United States Steel Corp., one tanker to
FY 1973 33 17 16 Hendy International Co., one tanker to Mobil Oil
—_ —_ — Corp., one tanker to Ecologlcal Shipping Corp and
one tanker to Atlantic Richfield Co.
Under Contract
June 30, 1973 83 83 0 During the year, 16 conversions also were

completed, 15 of which were subsidized.



Estimated Estimated

Cost to Cost to

Gov't of Gov't of

Total Estimated Total Construction- National

No. of DWT Completion Estimated Differential Defense
Ships Tonnage Date Cost ! Subsidy Features
1 63,460 2 5/15/76 $ 106,577,000 $ 27,291,000 $ 17,000
i 63,460 2 10/31/76 96,837,500 24,792,000 17,500
1 63,460 2 4/15/77 94,238,000 24,125,000 18,000
1 63,600 2 12/31/75 89,575,000 21,231,535 20,000
1 63,600 2 3/31/76 89,575,000 21,231,535 20,000
1 63,600 2 3/31/77 89,575,000 21,231,535 20,000
1 17,859 6/19/77 35,337,647 14,134,000 204,647
1 63,1702 10/15/76 106,020,000 17,495,000 20,000
1 63,1702 4/15/77 103,020,000 17,000,000 20,000
1 63,1702 10/15/77 100,020,000 16,505,000 20,000
4 358,800 12/31/76 112,760,000 41,040,000 240,000
2 530,000 4/30/77 162,918,400 66,570,500 302,000
1 225,000 3/30/76 70,603,500 28,800,000 63,500
3* 52,992 5/25/73 2,325,615 838,115 ......
20 1,785,341 ... ... $1,259,382,662 $342,385,220 $982,647

Title XI Guarantees

Title XI of the Merchant Marine Act, 1936, as
amended, authorizes the Secretary of Commerce
to guarantee obligations made to- finance the con-
struction, reconstruction and reconditioning of
vessels. It is designed to assist ship operators in
obtaining the private capital necessary to replace
or expand their fleets. Before Title X| became an
effective method of financing, the Government
granted aid to ship construction in the form of
direct mortgages. This program was abandoned
in 1954. Title X| was then substantially amended
to replace direct Government financing with pri-
vate financing, backed by Government insurance.
The Federal Ship Financing Act of 1972 (Public
Law 92-507), substantially revised and modern-
ized the Title XI program.

The 1972 Act, which was signed by President
Nixon on October 19, 1972, greatly changed the
Government’s role in the financing transaction.
Under prior law the Government insured a loan
or mortgage. The 1972 Act, however, provides
that the United States will guarantee the payment

of the principal and interest on the obligation
itself. All security, including any mortgage, is held
by the Government as collateral for its guarantee.
The lending institution’s primary concern in the
transaction is the terms of the bond or other
financial instrument.

The terms of the security arrangements are
left to the borrower and the Secretary of Com-
merce acting for the United States. This eliminates
the previous requirement for the purchaser of
merchant marine bonds or his trustee to be a
party to the ship mortgage.

Under the earlier law the complex relation-
ships between the parties to a Title Xl insurance
transaction discouraged investors and underwrit-
ers who must explain such a transaction to pros-
pective customers. The 1972 Act substantially
reduces these impediments and should broaden
the market for ship-financing bonds.

The 1972 Act also expands the uses to which
the proceeds from guaranteed obligations secured
by mortgages on vessels can be put to include the
construction, reconstruction, or reconditioning of
shoreside marine facilities or equipment. Such
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TABLE 3 PENDING APPLICATIONS FOR CONSTRUCTION-
DIFFERENTIAL SUBSIDY JUNE 30, 1973

Carrying
Ship Owner and/or No. of General Ship Capacity
Operator Ships Type (per ship)
Aberdeen Shipping Inc. 6 VLCC 380,000 DWT
American Trading Transportation Co., Inc. 4 OBO 80,000 DWT
Amoco International Oil Co. 2 LNG 125,000 CM
Buchanan Tanker Corp. 1 VLCC 225,000 DWT.
Central Gulf Lines 3 LNG 125,000 CM
Chestnut Shipping Co. 2 0BO 80,000 DWT
Delta Steamship Lines, Inc. 1 Mini-LASH 11,800 DWT
Energy Corporation of America! 6 Dry Bulk 51,000 DWT
First Pennsylvania Tanker |, Inc. 1 Tanker 265,000 DWT
First Pennsylvania Tanker I, Inc. 1 Tanker 265,000 DWT
Global LNG Shipping Inc. 1 LNG 125,000 CM
Hedge Haven Farms, Inc. 3 OBO 80,500 DWT
Ingram Technologists Inc. 6 Tug/Barge 80,000 DWT
Methane Transport inc. 1 LNG 125,000 CM
Moore-McCormack Lines, Inc. 2 OBO 80,500 DWT
Multi-Carriers Inc. 4 OBO Tug/Barge 105,000 DWT
Oceanic LNG Transport Inc. 1 LNG 125,000 CM
Pacific Alaska LNG Co. 5 LNG 125,000 CM
Pacific Tankers Inc. 4 Tanker 89,000 DWT
Pierce Tanker Corp. 1 VLCC 225,000 DWT
Sealift Tankers Inc. 7 LNG 125,000 CM
Tankers Holding, Inc. 2 0OBO 80,000 DWT
Transportation Techniques, Inc. 3 LNG 125,000 CM
United Shipping Corp. 7 0BO 80,000 DWT
United States Lines, Inc. 4 Tanker 80,000 DWT
Virginia Shipping Corp. 6 Tanker 380,000 DWT
Zapata Bulk Transport Inc. 3 Tanker 390,000 DWT
Zapata Corp. 5 LNG 125,000 CM

TOTAL

92

! Application transferred to Ambulk Shipping and at present is inactive.

funds may also be used to reimburse the owner
for the cost of a vessel delivered within the pre-
ceding year. The legislation also permits certain
existing vessels to be mortgaged under the Title
Xl program to provide financing for the construc-
tion of new vessels or necessary shoreside facili-
ties and equipment.

The new Act authorizes refinancing of certain
mortgages at any time, but only in the amounts
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outstanding and subject to statutory determina-
tions by the Secretary of Commerce.

At the close of the fiscal year, legislation
which would raise the amount of unpaid principal
which can be guaranteed by the Government from
$3 billion to $5 billion was pending before the
Congress.

During the year, applications were ap-
proved for insurance and/or guarantees totaling



$965,874,627. This covered 95 vessels and 450
lighters (see Appendix V). In addition, mortgage
insurance contracts were placed on 22 ships and
176 lighters based on commitments made in
earlier fiscal years (see Appendix VI).

Title X! applications approved and contracts
in force on June 30, 1973, covered a total of 456
vessels and 2,171 lighters with a total outstanding
principal balance of $2,579,273,493 (see Chart I).

Pending applications for ship financing guar-
antees encompassed construction or reconstruc-
tion of 362 ships and 250 shipboard lighters_at a
total estimated actual cost to the applicants of
$1.902 billion, of which $1.365 billion is the esti-
mated amount to be covered by financing guaran-
tees (see Chart I).

During the year, the Maritime Administration
paid off the Title X| mortgage on the MV
FLORIDIAN owned by Containerships, inc., which
was in default. Also in the same period three
Title XI mortgages were terminated by the owner:
the SS ARGENTINA and SS BRASIL by Moore-
McCormack Lines, and the SS SANTA PAULA by
Prudential-Grace Lines.

The Federal Ship Financing Revolving Fund re-
ceived $6,990,371 in net income during the
year, making the retained income of the Fund
$45,137,075.

Capital Construction Fund

The Capital Construction Fund program was
created by the Merchant Marine Act of 1970 to

TABLE 4 DELIVERIES FROM U.S. SHIPYARDS DURING FY 1973

Owner Builder Design Deliveries
SUBSIDIZED
American Export Lines, Inc. Bath Iron Works Corp. C5-S-73b 2
Lykes Bros. Steamship Co., Inc. General Dynamics Corp., C8-S-82a 2
Quincy Shipbuilding Div.
Farrell Lines, Inc. Ingalls Shipbuilding—Litton C6-S-85a 3
American President Lines, Ltd. Ingalls Shipbuilding—Litton C6-S-85b 2
Pacific Far East Lines, Inc. Avondale Shipyards, Inc. C8-S-81b 1
American President Lines, Ltd. Todd Shipyards Corp., Seattle, Wash., C6-S-69c 3*
, & San Pedro, Calif.
American President Lines, Ltd. Triple “A” Machine Shop, Inc. C6-S-69¢c 3*
American President Lines, Ltd. Todd Shipyards Corp., Seattle, Wash. C6-S-1qc 3*
Lykes Bros. Steamship Co., Inc. Todd Shipyards Corp., Galveston, Tex. C5-S-37e 1*
Lykes Bros. Steamship Co., Inc. Todd Shipyards Corp., Galveston, Tex. C5-8-37f - 4*
American Mail Line, Ltd. Todd Shipyards Corp., San Pedro, Calif. C6-S-1xa 1*
Total Subsidized Deliveries 25

NON-SUBSIDIZED

Transamerican Trailer Transport Sun Shipbuilding & Drydock Co. Roll on/Roll off 1
Mobil Oil Corp. Sun Shipbuilding & Drydock Co. Tanker 1
Standard Oil Company of California Bethlehem Steel Corp., Sparrows Point, Md. Tanker 3
Atlantic Richfield Co. Bethlehem Steel Corp., Sparrows Point, Md. Tanker 1
Ecological Shipping Corp. Sun Shipbuilding & Drydock Co. Tanker 1
Texaco Inc. Maryland Shipbuilding & Drydock Co. Tanker 1*
Total Non-Subsidized Deliveries 8
TOTAL DELIVERIES 33

* Conversions



Principal Liability

{Millions of Dollars)

2,800 ; 2,800
2,600 p— o — 2,600
2,400 |— — 2,400
2,200 — . — 2,200
2,000 — — 2,000
1,800 — | — 1,800
1,600 — — 1,600
1,400 |— | — 1,400
1,200 — —1 1,200
1,000 — — 1,000
800 — —i 800
600 — — 600
400 |— — 400
200 |— — 200
s = =B = = =

1965 1966 1967 1968 1969 1970 1971 1972 1973
Outstanding Principal Ameunts (in thousands of dollars)

1963 1964

Principal  $427,895 451,015 418,638 481,777 558,094 654,548 754,679 911,591 1,154,156 1,692,452 2,579,273
Amounts

SHIPS 70 82 79 98 113 129 144 171 279 434 456

LIGHTERS 360 360 520 1,721 2,171

VESSELS COVERED SINCE INCEPTION OF TITLE Xl

PROGRAM
TITLE XI STATUS JUNE 30, 1873 Tankers 71
. Cargo 178 =
Vessel Types in Force Pending Cargo/Passenger 10
Tankers 59 § 674,260,190 24 $ 602,225,750 R B 132
Cargo 171 849,693,878 7 113,720,000 Ocean Tugs! 21
River Tugs 10 7,016,570 9 1,024,400 Ocean Barges 51
River Barges 117 10,596,441 214 36,115,070 Ocean Barges 21
Ocean Tugs ! 25 60,682,504 24 47,401,066 il brill 2 ' 15
Ocean Barges 21 45,719,000 23 33,173,000 Drill Service? 18
Oil Drill 2 15 157,604,789 6 23,336,240 LNG Carrlers s
Drill Service 3 18 25,633,715 13 17,711,904 Bulk/OBO p
LNG Carriers ) 575,811,000 3 161,652,000 M‘.‘ i
Bulk/OBO 6 75,066,000 18 256,140,125 iscellaneous 7
Miscellaneous 5 27,056,356 21 64,241,643 493~
Shioboard 456 $2,509,140,443 362 $1,356,741,198 Shipboard Lighters 2171
ipboar:
Lighters 2,171 70,133,050 250 8,380,000 Total 2,664
2,627 $2,579,273,493 612 $1,365,121,198 1 Includes anchor handling tugs for drilling vessels

2 includes semi-submersibles, jackups and drilling vessels
3 jncludes tug/supply vessels and other miscellaneous
service craft for oil drilling vessels
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aid operators in accumulating the large quantities
of capital necessary to build or convert ships.
Under Section 607 of the Act, any U.S. citizen
owning or leasing an eligible vessel operated in
the foreign or domestic commerce or in the fish-
eries of the United States may enter into an agree-
ment with the Maritime Administration to obtain
tax-deferral priviléges on the earnings of these
vessels and on the accumulated assets in the fund,
provided these funds are used to acquire, con-
struct or rebuild vessels to be operated in the
United States foreign, Great Lakes and noncon-
tiguous domestic trades or in the fisheries.

As of June 30, 1973, 140 interim Capital
Construction Fund Agreements have been entered
into with eligible shipping companies. The value
of ship construction and/or reconstruction in
American shipyards, together with the acquisition
of barges and containers, which will result from
these agreements is expected to total over $2
billion in the next ten years.

Construction Reserve Funds

On June 30, 1973, balances in the construction
reserve funds of six operators totalled $2,898,486,
compared with $1,106,986 in five funds at the
beginning of the fiscal year (see Appendix Vii).

Trials & Guarantee Surveys

Sea trials and acceptance surveys were conducted
on 14 subsidized ships and guarantee surveys on
10 ships. The Trial and Guarantee Survey Board
~ also observed sea trials of two ships which were
constructed under the Title Xl program.

Ship Design

In conjunction with the maritime industry, a Mari-
time Administration study was completed on the
economic impact of a variety of tanker design
configurations with the objective of reducing the
risk of both accidental and intentional discharges
of oil. This study formed the basis of the U.S.
working paper Note by the United States Report
on Part 2 of Study 1—Segregated Ballast Aboard
Product Tankers and Smaller Crude Carriers. This
report was subsequently submitted to the Inter-
governmental Maritime Consultative Organization
(IMCO).

A revised edition of MarAd'’s Standard Speci-
fication for Merchant Ship Construction was pub-
lished during the year. This document was broad-
ened to include containerships, LASH vessels,
OBO’s and tankers.

A Neobulk Cargo Ship Preliminary Design
Study also was completed. This study details three
ship design alternatives and four cargo-handling

Shipyard worker demonstrating one-side welding equip-
ment being developed under joint MarAd-industry research
project

systems for use in shipping neobulk commodities,
such as forest products, automobiles, etc.

Shipbuilding R&D

The Maritime Administration conducts an active
research and development (R&D) program aimed
at improving shipbuilding technology and increas-
ing productivity in American shipyards and thus
reducing ship construction subsidies, as well as
life-cycle vessel costs. (For.a complete list of R&D
contracts awarded by MarAd during fiscal year
1973, see Appendix IX.) The following major proj-
ects were underway during 1973:

SHIPBUILDING PRODUCTIVITY

The objective of this program is to improve Ameri-
can shipbuilding productivity through the intro-
duction of advanced production methods, automa-
tion, new capital equipment, improved and simpli-
fied ship designs and improved worker proficiency.
These developments will help reduce U.S. ship-
building costs and the need for government con-
struction subsidies.

The program includes development of ad-
vanced welding equipment and techniques, im-
proved materials handling equipment, surface
preparation methods and coatings, and simplified
ship components. It also contemplates ship de-
signs better adapted for economical construction
through improved regulations, standards and prac-
tices. AUTOKON, a computer-aided, automated
system for steel fabrication and production con-
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As part of modernization and expansion program, Bath
Iron Works installed new 200-ton crane

trol, was made available to United States ship-
yards through the MarAd shipbuilding improve-
ment program on a cost-recoverable basis. Each
of these projects will bring substantial benefits
through savings in labor resulting from automation
and through reduced materials requirements re-
sulting from improved and less wasteful opera-
tions. Collectively, they will result in an average
reduction of 15 percent in shipbuilding costs.

LNG TECHNOLOGY

The United States will, according to all forecasts,
require imports of foreign natural gas to meet its
future energy needs. To bring this gas to .the
United States, many Liquefied Natural Gas (LNG)
carriers will be required. The agency is endeavor-
ing to bring the necessary technology to American
shipyards so that these ships can be U.S.-built and
manned.

The basic objectives of the program are to
assist shipyards with R&D projects aimed at solv-
ing immediate production problems and reducing
costs. A second objective is to provide R&D sup-
port for the development and operation of ad-
vanced gas carriers.

To assist shipyards with immediate produc-
tion problems, two major U.S. shipyards that
received LNG shipbuilding contracts in fiscal year
1873 have been invited to submit to MarAd pro-
posals for improving their ability to build these
first ships at the contract cost, on schedule, and
assure that they will operate successfully. In the
meantime, during fiscal year 1973, MarAd spon-
sored work applicable to second generation LNG
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carriers. These efforts are aimed at enabling U.S.
shipyards to be world competitve by using
American cryogenic and materials technologies
and reducing fabor intensive operations.

The intention is to transfer as much LNG
know-how as possible from the foreign technology
centers that now have a lead in this area to U.S.
yards and also to capitalize on the cryogenic ex-
perience gained in the U.S. space program.

Value Engineering

The value engineering program produced savings
of $1,568,900 in fiscal year 1973. The cumulative
program savings since its inception in 1957
totals $25,700,900.

)
ipya provements

The nation’s growing consumption of energy has
created a demand for large volume imports of
these resources at the lowest possible transporta-
tion cost. This demand is best satisfied by utiliza-
tion of Very Large Crude Carriers (VLCC's) and
large LNG tankers. To enter this market, which
was in the past solely the province of foreign
shipbuilders, major U.S. shipyards are allocating
significant funds for expansion of facilities and
also appraising future investment plans. High-
lights of these improvements are:

Newport News Shipbuilding and Dry Dock Co.,
James River, Va., Division
Contracts have been awarded to this yard
for the construction of three LNG tankers.
To construct these tankers the company will
develop a new yard on 271 acres adjacent to
its present site at a cost of $106 million.
Development of the necessary new facility,
presently underway, features the construc-
tion of the largest building basin in this
hemisphere. Approximately 1,600 feet long,
230 feet wide and 44 feet deep, the basin
will permit the construction of one super-
tanker (LNG or crude oil) and part of a sec-
-ond ship simultaneously. A steel preparation
building, panel shop, sub-assembly area and
a 900-ton gantry crane also will be provided.

Todd Shipyards Corp., Galvesten, Tex.

Todd Shipyards is actively marketing tankers
of 380,000 dwt. When contracts are finalized,
construction of a new shipyard will com-
mence. it is estimated that up to $60 million
will be spent on the new yard and an addi-
tional $30 miilion will be expended for com-
plementary dry dock facilities.

Todd Shipyards Corp., San Pedro, Calif.
The maximum ship size this yard is capable




of constructing has been expanded to 800
feet by 84 feet by modification of the original
shipways. This improvement, at a cost of
$13.5 million, will enable this yard to con-
tract for medium-sized tankers of up to
90,000 tons.

General Dynamics Corp., Quincy, Mass., Ship-
building Division
During fiscal year 1973, $5.5 million was
expended for capital improvements by this
shipyard, primarily on the conversion of two
shipbuilding ways into graving docks. These
two basins will be used in the construction
of three LNG’s for which orders were received
in fiscal year 1973.

National Steel and Shipbuilding Co., San Diego,
Calif. :
NASSCO plans on spending $20 million im-
mediately on expansion of the present yard
to provide the capability to construct either
tankers of 150,000 dwt. or LNG’s. Predicated
on the future demand levels for VLCC's and
LNG's, a tentative $116 million program is
anticipated for creation of a new shipyard.

Seatrain Shipbuilding Corp., Brooklyn, N.Y.
A total of $2.8 million was spent during fiscal
year 1973 for plate preparation facilities, a
fabrication shop and a module painting
facility.

These accomplishments and future plans do
not represent the total investment committed by
all United States shipyards. They serve as an indi-
cation, however, of the commitment made by the
industry to improve its position in the world ship
construction market.

EEO—Ship Construction

MINORITY EMPLOYMENT

The Maritime Administration is charged with as-
suring equality of opportunity in the shipping,
shipbuilding and ship repair industries located in
coastal states.

During fiscal year 1973, the agency con-
ducted 253 compliance reviews or audits of the
personnel practices of shipbuilding and shipping
companies. This included semi-annual reviews of
all the major shipyards, which account for 60
percent of all shipbuilding employment. During
the fiscal year, plans to correct the present effects
of past discrimination were developed in five
yards. This completed an industry-wide program
that required the revision of seniority practices
and the development of special transfer proce-
dures for 4,000 black workers throughout the in-
dustry.

The data base for measuring industry prog-
ress was expanded in fiscal year 1973 to encom-
pass 30 yards which account for 80 percent of
total shipbuilding employment in this country.
While total shipyard employment has increased
slightly, by 844 jobs, to 109,346 jobs in the last
five years, minority employment rose dramatically.
Black empioyment rose by 7,720 jobs so that
blacks now constitute 22.4 percent of the indus-
try's workforce, up from 15.5 percent in 1968.
Total minority employment is 26.5 percent of the
total employment compared to 17.7 percent in
1968.

Emphasis had been placed on improving the
quality of jobs held by blacks, especially in the
skilled craft jobs and salaried white-collar posi-
tions. In 1968, blacks held 13.4 percent of the
skilled jobs, but, by 1573, that proportion had
risen to 22.3 percent. Black participation in the
salaried white-collar positions rose from 2.9 per-
cent, or 830 positions, in 1968 to 8.3 percent, or
2,947 positions, in 1973.

WOMEN

The employment of women in shipyards, especial-
ly in blue-collar jobs improved significantly in
fiscal year 1973. Females had been virtually ex-
cluded from the blue-coliar jobs in shipyards in
the post-World War 1l period. In 1968 they held
158 jobs, or 0.2 percent of the blue-collar jobs.
By 1972, this proportion had risen to 0.5 percent;
but, in 1973, females held 862 jobs, or 1.2 per-
cent of all blue-collar jobs in American shipyards.
Most of these females are in training for skilled
craft jobs,
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(Above) Anti-stranding
sonar system, developed
under MarAd's R&D pro-
gram, gives warning of
underwater obstructions
and shoals in ship’s path by
use of long range and
highly directional sound
beams

Two of new vessels placed in operation during fiscal year
1973 were: (Above) ARCO ANCHORAGE, a 120,000 dwt.
tanker, and (below) EXPORT FREEDOM, a modern containership




Status of U.S. Fleet

On June 30, 1973, the active privately owned U.S.
merchant marine consisted of 568 vessels of
approximately 12.5 million dwt. This fleet con-
sisted of 194 freighters, 226 tankers, 24 bulk
carriers, 118 intermodal types (containerships,
LASH vessels and roll on/roll off vanships) and
six combination- passenger cargo ships (see Ap-
pendix X).

Although 48 privately owned vessels were in
an inactive status on June 30, 1973, only 26 of
these were actually laid-up and two of these were
stranded in the Suez Canal. The other 22 vessels
were only temporarily inactive either awaiting
cargoes or undergoing repairs.

At the close of the fiscal year, the total
privately owned merchant marine consisted of
616 vessels of 13.4 million dwt. This fleet had an
average deadweight of 21,826 tons, an average
age of 18 years and an average speed of 17 knots.

The financial status of U.S. operators is illus-
trated in the Combined Condensed Financial
Statements appearing in Appendix XI.

Operating Subsidy

The Maritime Administration is empowered to pay
operating-differential subsidy (ODS) to American
ship operators to overcome the cost disparity
between operating a ship under the U.S. flag and
operating it at considerably lower costs under a
foreign flag. This form of aid covers wages, insur-
ance, maintenance and repairs not compensated
by insurance and subsistence of officers and crews
on passenger ships.

At the end of the fiscal year there were 21
operators holding operating-differential subsidy
agreements (see Appendix XIl) and a total of 202
vessels were covered under these agreements.
However, 185 vessels were in operation on June

30, 1973, and the balance were under construc-
tion or on order at that time. In addition, 52 oper-
ators held short-term ODS agreements for the
carriage of agricultural commodities from ports
in the United States to ports in the Union of Soviet
Socialist Republics (Soviet Grain Program) (see
Appendix XIII), and a total of 88 vessels were
covered by these special agreements. Payments
during the year on the regular ODS agreements
for 1973 and prior years totaled $216,846,255
(see Appendix XIV), and payments under the spe-
cial Soviet grain agreements for 1973 totaled
$9,864,671, resulting in total operating subsidy
payments of $226,710,926 in 1973 (see Appendix
XIv).

Operating-differential subsidy, under the
basic ODS agreements, accrued from January 1,
1937, to June 30, 1973, totaled $3,950,099,165;
recapture amounted to $238,617,744; leaving
a net accrued as of June 30, 1973, of
$3,711,481,421, of which $3,637,692,743 had
been paid out, leaving an estimated unpaid bal-
ance of $73,788,678 at the end of the fiscal
year. Operating-differential subsidy accrued under

Artist’s conception of roll on/roll off vanship

1R



the special agreements during 1973 totaled
$32,412,712, of which $9,864,671 was paid
out, leaving an estimated unpaid balance of
$22,548,041 at the end of the fiscal year. The
unpaid balances under the basic ODS agreements
and under the special agreements resulted in a
total estimated unpaid balance of $96,336,719
at the end of the fiscal year (see Appendix IV for
ODS expenditures by fiscal year).

ODS—SOVIET GRAIN

In April 1972 there were 43 U.S.-flag tankers
aggregating 1.4 million dwt., laid up for lack of
employment. The signing of the U.S.-Soviet Mari-
time Agreement in October opened the way for
U.S. ships to participate in the carriage of 19.2
million tons of grain purchased in the U.S. by the
Soviets. As a result of improved employment op-
portunities there were virtually no bulk-carrying
ships in lay-up at the end of fiscal year 1973
because of lack of cargo.

In October 1972, MarAd published regula-
tions under which U.S.-flag vesels could partici-
pate in Soviet grain movements with operating
subsidy. ODS applications were received from 57
companies, covering 111 vessels; 52 subsidy con-
tracts, involving 88 ships. were awarded during
the year (see Appendix XIil).

Fifty-one of these vessels were fixed by
Soviet charterers for a total of 92 voyages carry-
ing approximately 3.2 million tons of grain dur-
ing the fiscal year. Additionally, a substantial
volume of cargo remained available to U.S.-flag
vessels at the end of the year.

With the aid of operating subsidy U.S.-flag
ships are able to offer a competitive freight rate
and thus participate in this program. The agree-
ment provided for the Soviets to pay a negotiated
fixed freight rate plus a premium over and above
these fixed rates through June 30, 1973.

The Maritime Agreement has therefore en-
abled the United States to exnand its commercial
relationship with the Soviet Union.

The operating subsidies paid to U.S.-flag
vessels help eliminate adverse balance of pay-
ments deficits, maintain employment of American
labor on such vessels, and assure the availability
of such ships in times of national emergency.

The first American vessel to deliver grain
to the Soviet Union was the SS OGDEN
WILLAMETTE, which docked at Odessa on the
Black Sea on December 21, 1972. The first
Russian vessel to load grain under the Maritime
Agreement was the KASIMOV which began load-
ing on December 4, 1972, in Houston, Tex.
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Contract Auditing

Prior to the enactment of the Merchant Marine
Act of 1970 subsidized operators could not be
paid their final five percent of accrued ODS
until their annual accountings had been reviewed
and approved by the Maritime Administration.

During fiscal year 1973, such final-payment
audits were completed for six operators, generaily
covering the period from 1966 through 19689.
Most of the audits of expenses eligible for subsidy
for the 13 subsidized operators with vessels actu-
ally operating were completed through calendar
year 1972.

Since enactment of the Merchant Marine Act
of 1970, 100 percent of the accrued wage subsidy
can be paid by the agency on a monthly basis,
without awaiting final audit. During fiscal year
1973, wages on a 100 percent basis were paid to
11 operators who had amended their contracts to
include the provisions of the 1970 Act.

Contract audits were made for ship construc-
tion and.repair activities and the ODS paid for the
movement of grain to the U.S.S.R.

Audits completed during the fiscal year
resulted in reduced billings of about $2 million
to the Government.

ODS Contracts Awarded

During the fiscal year one ODS contract was can-
celled and six new contracts (other than the
short-term contracts for the Soviet Grain Program)
were executed.

The short-term experimental ODS contract
with American Steamship Company was termi-
nated by mutual consent of the parties, effective
June 30, 1973. This was the first company to be
granted subsidy for bulk service in the U.S. Great
Lakes/Canada trade.

A short-term contract was concluded with
Waterman Steamship Corp. effective April 23,
1973, for operations on Trade Route 21 (U.S.
Gulf/United Kingdom and Continent). This con-
tract is in addition to Waterman'’s short-term con-
tract for service on Trade Route 22 (U.S. Gulf/Far
East) and the line’'s 20-year contract on Trade
Route 18 (U.S. Atlantic and Guif/India, Persian
Gulf, and Red Sea).

An ODS agreement was signed with Ecologi-
cal Shipping Corp., effective June 15, 1973, cov-
ering the operation of an 80,000-dwt. tanker for a
five-year period. With the sailing of the ST NOTRE
DAME VICTORY in June 1973, this company was
the first to operate a subsidized ship in the car-
riage of liguid and dry bulk cargoes.

The remaining four new operating subsidy
contracts are those with American Shipping, inc.;



Atlas Marine Shipping Co.; Pacific Shipping, Inc.;
and Worth Oil Co. Covering a total of four 89,000-
dwt. tankers, these are 20-year, long-term con-
tracts.

ications

Eight applications for ODS from non-subsidized
operators were pending at the end of fiscal year
1973. Applications from Isthmian Lines, inc. for
break-bulk operation cover two services (U.S.
Atlantic and Gulf/india, Pakistan, Ceylon; and
U. S. Atlantic and Gulf/ Persian Gulf and Red Sea)
on Trade Route 18. Also filing for worldwide oper-
ations, but with ore/bulk/oil carriers or tankers,
were Hedge Haven Farms, Inc.; United Shipping
Corp.; Multi-Carriers Inc.; Tankers Holding, Inc.;
American Trading Transportation Co., Inc.; and
Pacific Tankers Inc.

In addition to these applications from non-
subsidized operators, seven companies with exist-
ing ODS contracts have applied for operating sub-

“sidy for additional sailings or other services:
American Export Lines, Inc., for its container serv-
ice on the North Atlantic (Trade Route 5-7-8-9);
American Mail Line, Ltd., American President
Lines, Ltd., Pacific Far East Line, Inc., and States
Steamship Co. for increased sailings in trans-
pacific service (Trade Route 29); Delta Steamship
Lines, Inc. for the Caribbean and East Coast of
Mexico service (Trade Route 19); and Waterman
Steamship Corp. for its Gulf/Far East service
(Trade Route 22). Waterman is requesting a long-
term ODS contract to replace the current short-
term agreement which terminates in 1975.

Passenger Ships

The Passenger Ship Sales Act (Public Law 92-
296), which was signed into law on May 16, 1972,
authorized the sale to foreign buyers of the SS
SANTA ROSA and the SS SANTA PAULA. owned
by Prudential-Grace Lines, Inc.; the SS ARGENTINA
and SS BRASIL of Moore-McCormack Lines, Inc.;
and the SS CONSTITUTION, owned by Ameri-
can Export Lines, Inc. The SANTA PAULA was
sold on October 5, 1972, to Oceanic Sun Line
Special Shipping, Inc., of Greece. The SANTA
ROSA is in lay-up status, but the ship was with-
drawn from Prudential-Grace Lines’ ODS agree-
ment by the Maritime Subsidy Board on May
7, 1973. Moore-McCormack Lines sold the
ARGENTINA and BRASIL to Holland-America
Line in August 1972.

The CONSTITUTION and INDEPENDENCE
remain in lay-up status and both ships were with-
drawn from American Export Lines’ contract dur-
ing fiscal year 1973.

American President Lines’ passenger ships,
the SS PRESIDENT CLEVELAND and SS
PRESIDENT WILSON, reached the end of their
statutory 25-year lives in late calendar year 1972
and early 1973. These ships could no longer be
economically operated and the Maritime Subsidy
Board approved the sale foreign of the ships,
respectively, to Oceanic Cruises Development, Inc.
and Transocean Lines, Inc., both Liberian corpora-
tions. The PRESIDENT CLEVELAND terminated its
final subsidized voyage on January 14, 1973, and
the PRESIDENT WILSON left subsidized service on
April 9, 1973.

The sale of the PRESIDENT CLEVELAND and
PRESIDENT WILSON left the SS MARIPOSA and
the SS MONTEREY, operated by Pacific Far East
Ine, Inc., as the only remaining active vessels in
the U.S.-flag passenger fleet. However, during
fiscal year 1973, Prudential-Grace Lines, Inc. in-
augurated a combination passenger/cargo service
on Trade Routes 23, 24 and 25 (U.S. Pacific/
Caribbean, East Coast of South America, West
Coasts of South America, Central America and
Mexico) with three “M-class” passenger/cargo
ships, the SS SANTA MARIA, SS SANTA MARIANA
and SS SANTA MERCEDES, with the first sailing
made in July 1972.

SS UNITED STATES

Public Law 92-296 also authorized the U.S. Gov-
ernment to acquire the SS UNITED STATES from
United States Lines, Inc., for retention in the re-
serve fleet or for sale or charter to a qualified
American-flag operator. On February 5, 1973, the
Maritime Administration, on behalf of the U.S.
Government, purchased the vessel for approx-
imately $4.6 million in cash, representing the de-
preciated cost of the vessel, $12,042,692, less
the unpaid principal and interest on its mortgages.

Norfolk International Terminal was selected
as the temporary lay-up site for the ship and full
responsibility for shipkeeping was delegated to
MarAd's Eastern Region. Deactivation of the ves-
sel was completed during the year and arrange-
ments were made for security, utilities and preser-
vation services.

Proposals for operation of the vessel under
the American flag were solicited and 17 proposals
were received. At the close of the fiscal year these
proposals were being evaluated by the agency.

Subsidy Index Syste

Further progress was made in implementing the
Subsidy Index System embodied in the 1970 Act.
In cooperation with the subsidized liner operators,
the data reporting requirements which are neces-
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sary to the calculation of ODS rates were estab-
lished. The tentative subsidy rates applicable to
fiscal year 1973 were completed in August 1972.
All final 1969 subsidy rates and 38 of the 183
final subsidy rates for 1970 were completed by
the agency. Judicial appeals from disallowances
of certain items of expense for ODS purposes by
the Secretary of Commerce were pending before
the courts at the end of the year.

Sec. 804 Activities

Under Section 804 of the Merchant Marine Act
of 1936, as amended, it is unlawful, without the
prior approval of the Secretary of Commerce for
any contractor receiving ODS or any holding com-
pany, subsidiary, affiliate or associate of such
contractor, directly or indirectly to own, charter,
act as agent or broker for, or operate any foreign-
flag vessel which competes with an essential
American-flag service. The prohibition also applies
to any officers, directors, agents or executives.
During fiscal year 1973, waivers under Sec-
tion 804 were granted to: (1) Lykes Bros. Steam-
ship Co., Inc., to join with two U.S. companies
having foreign-flag connections in the organization
of a new stevedoring and ship agency company;
(2) Delta Steamship Lines, Inc., to permit its affili-
ate, Holidays Around the World, to represent
foreign-flag cruise vessels operating in the U.S.
Pacific area; (3) American President Lines, Ltd.,
to act as husbanding and terminal agent at Los
Angeles and San Francisco, Calif., for a foreign-
flag passenger/cruise vessel; (4) Pacific Far East
Line, Inc., to employ as a vice president the major
stockholder in a foreign shipping company, pro-
vided this stock is relinquished within a specified
period; and (5) Sea Service Tankers, Inc., to per-
mit an affiliate for one year to act as managing
agent for eight foreign-flag bulk cargo vessels.

Trade Routes

Reviews of several trade routes and liquid and dry
bulk cargo trades were made in connection with
applications for ODS.

The following services were found to be es-
sential to the foreign commerce of the United
States:

1. Bulk cargo carrying services including the
carriage of export raw and processed agricultural
commodities from ports in the continental United
States, Hawaii, Alaska and the Commonwealth of
Puerto Rico to ports in the Union of Soviet Social-
ist Republics or to other foreign ports, and on
return voyages, the carriage of import bulk
cargoes from ports in foreign countries to ports in
the continental United States, Hawaii, Alaska and
the Commonwealth of Puerto Rico.
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2. Great Lakes essential dry buik cargo car-
rying services were modified to include any and
all United States ports on the Great Lakes, con-
necting rivers, and the St. Lawrence River and
Canadian ports on the Great Lakes, connecting
rivers, St. Lawrence River, and the Gulf of St. Law-
rence.

3. Worldwide liquid and dry bulk services in
the foreign oceanborne commerce of the United
States.

Ship Operations

MarAd conducts a large-scale R&D program aimed
at increasing the productivity of American ship-
ping operations. Emphasis is on the development
of new cargo-handling techniques, improved pro-
pulsion systems, and advanced satellite naviga-
tion and communications (for a complete list of
R&D contracts awarded during fiscal year 1973
see Appendix IX). During the year, the following
major projects in the area of ship operations were
underway:

ADVANCED SHIP MACHINERY

The ship machinery program currently encom-
passes four major projects: (1) developing an
open-cycle marine gas turbine engine, (2) devel-
oping a closed-cycle marine gas turbine engine,
(3) producing lightweight, marine planetary-gear
transmission systems, and (4) demonstrating a
contra-rotating propeller/shafting system.

This year was the third in a five-year effort
to adapt industrial gas turbines to marine trans-
portation. Unlike currently available systems, the
resulting engine will be expected to burn tradi-
tional “Bunker C” marine fuel, and have a built-in
reversing capability. Improvements resulting from
the program have already been incorporated in
the designs for ships to be constructed in the
near future.

A closed-cycle gas turbine is also being
adapted for marine service. Such a turbine differs
from an open-cycle unit in that a secondary med-
ium (e.g., air or inert gases) is heated by the
combustion gases and then cycled and recycled
through the turbine rather than having the com-
bustion gases themselves go through the turbine.
A contract was awarded during the year to study
this concept for use in a refrigeration unit to re-
liquefy liquid natural gas (LNG) that ‘“boils off”
from LNG cargo tanks. The engine will then be
evaluated for propulsion purposes.

- The planetary gear project, also in the
third year of a five-year program, will result in
two planetary-gear transmission systems, one a
40,000-shaft-horsepower (SHP) single-stage sys-
tem and the other a 60,000-SHP single-stage sys-



tem for use with a contra-rotating propelier.
Fabrication of the prototype gear systems was
initiated during the year.

The contra-rotating shafting and propeller
are being developed in conjunction with the
planetary gearing modules and are in the prelim-
inary design stage.

NUCLEAR MERCHANT SHIP

In fiscal year 1973 the nuclear program moved
closer to its goal of developing a standardized
nuclear propulsion system for a commercial ves-
sel. The Preliminary Safety Analysis Report
(PSAR), which is necessary for the pre-construc-
tion permit review by the U.S. Atomic Energy
Commission (AEC) and the U.S. Coast Guard, was
completed and forwarded to those agencies. The
preliminary engineering and associated test and
evaluation of critical components continued dur-
ing the year. The MarAd program activities have
made it feasible for U.S.-flag operators to con-
sider nuclear propulsion for ship construction
projects starting in fiscal year 1974 or 1975.

A cost-shared project was begun during
fiscal year 1973 on another maritime application
of nuclear power. A supply and drilling ship for
Arctic service is being designed and analyzed for
economic and technical feasibility. Also, discus-
sions were held with various ship operators and
oil companies regarding the application of nu-
clear propulsion to Very Large Crude Carriers in
the 400,000 to 600,000-dwt. range, and prelim-
inary engineering studies for such a VLCC were
being performed at the end of the year.

SHIPBOARD AUTOMATION

The agency's shipboard automation program ap-
plies computer technology to the shipboard con-
trols associated with navigation, communications,
machinery operations, ship maneuvering, cargo
management, and ship administration. The pro-
gram is aimed at achieving a one-man bridge
watch at sea, unmanned machinery space and
minimum port turnaround time.

During the past year, the first phase of a
project was started to demonstrate an integrated
system of ship control. An advanced ship will be
outfitted with an automation package which com-
bines many of the different equipment modules
being developed to handle these functions. Selec-
tion of the automation level to be used will be
followed by hardware/software design and in-
stallation.

A series of specific devices is being devel-
oped for use in this and future integrated systems.
A centralized conning system is undergoing test
and evaluation aboard the SS EXPORT FREEDOM
and advanced electronic equipment to increase

navigational effectiveness while improving op-
erating safety margins is also being tested. An
antistranding sonar system has been developed to
prevent vessel groundings, which are a primary
source of oil spills. The prototype equipment was
installed on the LASH ship, SS DELTA NORTE,
during the year, and at-sea tests were underway
at year's end. Another project, called VIDEC, ad-
dresses the requirements for a propulsion moni-
toring system leading to unmanned machinery
operation. The system was installed for tests
aboard the SS PRESIDENT JOHNSON, which will
join the American President Lines’ fleet in late
1973.

COMMUNICATION—NAVIGATION
In an effort to improve the efficiency and depend-
ability of communications between a vessel at sea
and its owner or operator on shore, the Maritime
Administration is applying U.S. space technology
to commercial merchant ship communications.
During the fiscal year, a Maritime Coordina-
tion Center was established at the National Mari-
time Research Center, Kings Point, N.Y. An an-
tenna and associated computer equipment at the
Center were tested in conjunction with experi-
mental receiving/transmitting units installed
aboard nine ships. Shore-to-ship communications
were sent from the vessels’ home offices to the
Maritime Coordination Center, which transmitted
information to ships at sea via one of two Applica-
tions Technology Satellites operated by the Na-
tional Aeronautics and Space Administration.
Advanced applications of the satellite com-
munications system which were tested during the
year include the control of selected ship’s ma-
chinery and propulsion equipment, the generation
of more timely data on cargo movements and
space availability, and the avoidance of collisions.
During fiscal year 1973, a contract was
awarded for the development and testing of an
integrated vessel control system using a ship-
board computer linked through orbiting satellites
to a shore-based computer. The system is in-
tended to control selected machinery and propul-
sion equipment on-board ship as well as naviga-
tion and administrative activities.

SOIs

The objective of the Shipping Operations Informa-
tion System (SOIS), which was initiated during
fiscal year 1973, is the development of a modern,
integrated and computer-assisted management
and control capability to assist U.S.-flag ocean
carriers to provide the most efficient and com-
petitive services possible. The system will utilize
advanced satellite communications, and its cap-
abilities will cover such areas as cargo space doc-
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Erection of 180-foot mast with complex radar receiver
mounted at top at National Maritime Research Center,
Kings Point, N.Y. Radar unit monitors shipping in Long
Isiland Sound as part of collision avoidance research
project
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umentation, intermodal distribution coordination,
fleet resource management, and reporting re-
quirements.

Within each of the four categories of infor-
mation, computer programs are being designed to
carry out individual tasks relating to different
aspects of the transportation process. Several
U.S.-flag operators are participating in the pro-
gram at this stage and these operators wiil also be
involved in later phases when the system is put
into commercial usage.

COMPUTER AIDED OPERATHONS

During the fiscal year, construction of a Computer
Aided Operations Research Facility (CAORF) at
the National Maritime Research Center, Kings
Point, N.Y., was begun. When completed in June
1975, the facility will be used to investigate vessel

operational problems, evaluate innovative hard-

ware and concepts, and facilitate the adoption of
new developments by the maritime industry.

As the world’s most advanced center of its
type, it will have the flexibility to simulate a wide
range of ship operations and procedures using
various bridge lay-outs, ship design characteris-
tics, port and terminal configurations, and en-
vironmental and traffic situations. Although
CAORF will be used primarily for testing and eval-
uating new equipment, under simulated operating
conditions, it can also provide advanced training
for ship officers.

MARITIME RESEARCH CENTERS

Major R&D initiatives were undertaken or ex-
panded at MarAd’'s two research centers located
at Kings Point, N.Y. and Galveston, Tex. These
centers were established in the preceding fiscal
year to, provide laboratories and facilities to de-
velop advanced marine systems and to test and
evaluate such equipment prior to at-sea use on
commercial ships.

NMRC-Kings Point

The Kings Point center has organized an effective
staff of maritime technical experts, defined pro-
grams in its assigned areas, and initiated major
R&D projects which hold the promise of signifi-
cant benefits to the maritime industry. lis prin-
cipal studies have been directed toward analyzing
ship and port operations, and crew problems from
the point of view of reducing shipping costs and
associated government subsidies.

NMRC-Galvesion

The major role of the Galveston Center lies in the
testing and evaluation of systems that result from
the overall R&D program. As of the end of FY



1973, facilities had been planned and test pro-
grams developed for evaluating oil/ water separa-
tors and other pollution abatement devices.

A cold-water flow loop was being designed
for testing internal component cores of marine nu-
clear reactors. Also, requirements were developed
for test and evaluation facilities for cargo transfer
systems, LNG containment systems, and advanced
maintenance and repair techniques to extend the
period between ship drydockings.

EEO—Ship Operators

Minority participation in the permanent workforce
of the major shipping companies has increased
substantially since 1969. Minorities held 755
white-collar positions, or 10 percent of such em-
ployment, in 1969. By 1973 minority participa-
tion had risen to 15.2 percent of the white-collar
positions, or 1,303 positions.

The role of women in the shipping industry
improved, as well. In 1969 females accounted for
3.2 percent of the professional workforce. By
1973 they held 13.6 percent of such positions.
Females in executive and managerial positions
rose from 1.0 percent in 1969 to 3.5 percent in
1973.

Repair & intenance

The agency's computer-aided program of sur-
veillance over maintenance and repair costs by
which equipment suitability and reliability can be
determined is gaining wider acceptance among
steamship operators.

The modification of the surveillance system
to include computer terminal installations at each
of the agency’s region headquarters for direct data
transmittal will achieve agency savings of $20,000
yearly.

During the year approximately 360 surveys,
including classification, Title XI, ODS applications
and other inspections and estimates, were made
to assure compliance with various contractual
commitments.

isories

Numerous MarAd Advisories were issued during
the year to U.S.-flag steamship operators and
agents. The Advisories are published and dis-
tributed as frequently as items of important op-
erational significance occur. Such matters as new,
revised or proposed U.S. or foreign rules regarding
quarantine, customs, entrance or clearance and
related matters are brought to the attention of

U.S.-flag operators to aid in avoiding vessel delays
and possible penalties.

Foreign Transfers

Approval was granted in fiscal year 1973 to trans-
fer 133 ships of 1,000 gross tons or more to for-
eign firms. Over 70 percent of these were sold for
scrapping abroad. Thirty-three of the 133 ships
were undocumented or registered under foreign
flag, though owned by U.S. citizens (see Appendix
XVI).

Charters of U.S. owned ships to aliens were
approved on 43 ships of 1,000 gross tons and
over.

Applications for transfer foreign of 673 ships
of less than 1,000 gross tons, 549 commercial
and 124 pleasure craft, were approved. Charters
of 69 ships to aliens were also approved.

Of six violations involving the sale of privately
owned ships to aliens without prior approval of the
Maritime Administration, one was mitigated dur-
ing the year.

Seven banks were approved as trustees and
36 banks were approved to continue on the Roster
of Approved Trustees, pursuant to Public Law
89-346 and General Order 107.

User charges for filing applications for for-
eign transfers and similar actions amounted to
$39,550.

Satellite-tracking antenna, part of advanced ship navigation
system installed at National Maritime Research Center,
Kings Point, N.Y.
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Under the Merchant Marine Act of 1936, as
amended, the Maritime Administration is respon-
sible for formulating national policies and con-
ducting programs for the development and pro-
motion of the domestic shipping industry. This
includes inland waterways and Great Lakes oper-
ators, as well as those in the coastwise, inter-
coastal and noncontiguous trades.

Promotion

MarAd, in its role as the industry’s Ombudsman
in Government, worked during the year to discour-
age the imposition of new constraints or unneces-
sary regulations which may hinder the growth of
the domestic waterborne transportation industry.
The agency’s activities centered on harmonizing
the best interests of the industry with those of
sound environmental policy.

Through participation in various forums,
MarAd has broadened the domestic shipping in-
dustry’s outlook and made operators aware of
various methods of financing their capital require-
ments for fleet expansion and replacement. As a
result of the agency’s efforts, Title Xl ship-financ-
ing guarantees held by domestic operators
reached $650 million in fiscal year 1973.

in keeping with the agency's program to pro-
mote the domestic segment of the American mer-
chant marine, a contract was awarded during the
year to produce a market analysis for the indus-
try. The study is to include forecasts of trade
flows that could be available for movement by
water, analysis of the future competitive environ-
ment in which the industry will operate, assess-
ment of legal and regulatory constraints confront-
ing the industry, a financial analysis of the
industry and development of a list of potential
market opportunities for the industry.

As a result of concern by the tug-barge in-
dustry over high premiums charged by insurance
firms and the industry’s inability to obtain certain
coverages, MarAd has undertaken a study of a
representative sampling of tug-barge operators to
develop premium and loss data for the various
types of coverages they had in the past five years.
The survey will provide a better understanding of
marine insurance, the industry’s second highest
operating cost, and assist in developing a greater
American marine insurance market and reduce
insurance premiums to tug-barge operators.

Since the U. S. Coast Guard has ruled that
mechanically linked tug-barge systems are to be
treated as a single self-propelled vessel for pur-
poses of certification and inspection, the tug-
barge industry has become concerned over the
Coast Guard’s authority to impose higher manning
levels on the units. As a result, several companies
have cancelled their plans to obtain these highly
productive vessels. MarAd is working with the
Coast Guard on the development of tug-barge sys-




tems with lower manning levels which will result
in more economical operations and lower freight
rates.

ercoastal

A survey by the Port Authority of Portland, Me., has
shown that a potential exists for ferry services for
truckers and tourists between New York City and
Portland. Assistance was provided by MarAd in
developing preliminary design requirements for a
vessel to accommodate the anticipated traffic and
in investigating design innovations to minimize
capital and operating costs.

A study of the economic impact on the Virgin
Islands if brought under U.S. cabotage laws was
undertaken by MarAd with the Federal Maritime
Commission. This study was initiated at the re-
quest of the Governor of the Virgin Islands for
data on exports from the United States to the Is-
lands for use in hearings on a bill to amend the
Merchant Marine Act, 1920, by extending the
U.S. cabotage requirement to the lIslands. The
study evaluated U.S.-versus-foreign freight rates
on exports of the 25 most essential commodities
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moving from the Continental U.S. to the Virgin
Islands. In addition, it also examined the traffic
flows and services offered by both foreign and
domestic carr<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>