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The tug MV MARTHA R. INGRAM and the barge 1.0.S. 3301 were
commissioned on June 7,.1971 - the first fully operational integrated tug-
barge combination. To expand the utilization of such systems, the Maritime
Administration is engaged in research projects to further the development of
the operational capability of oceangoing tug-barges.
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LETTER OF TRANSMITTAL

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

Sirs:

It is with great pleasure that I transmit to the Congress this report on the
Maritime Administration’s activities during fiscal year 1971.

The year was highlighted by the President’s enactment of the Merchant Marine
Act of 1970, which embodies his program for the revitalization of the American
Merchant Marine. This legislation represents the first major updating of our
national maritime policy in three decades, and could not have come about without
the assistance and cooperation of the Congress.

During the year, the Maritime Administration’s activities were almost wholly
devoted to implementing the new law and initiating the new ship construction
program the President proposed. New regulations, procedures, and policies were
established to carry out the intent of the program, particularly with regard to the
development of new construction and operating subsidy contract forms, the
promulgation of regulations and interim agreement forms for the Capital Con-
struction Fund program, and the administration of the Cargo Preference program.

The ship construction program was initiated with nearly $400 million in sub-
sidized shipbuilding contracts being awarded during the year. These contracts
set a record for the agency’s shipbuilding program, and all fell well within the
subsidy guidelines prescribed by the new law.

The Agency was reorganized during the year to focus greater attention and
effort on new and expanded programs to aid the maritime industry. An office of
International Affairs was created to assure that proper consideration is given to
the Agency’s views in developing the United States’ position for various inter-
national conferences and meetings concerning maritime affairs. At the close of the
fiscal year, the creation of an Office of Domestic Shipping to assist that long-
neglected segment of the industry was imminent.

I believe that this report demonstrates that the Maritime Administration made
steady progress during the year toward the goal of achieving the strong and com-
petitive American Merchant Marine envisioned by the President and the Congress.

Secretary of Commerce

iv



INTRODUCTION AND SUMMARY

By A. E. Gibson

Assistant Secretary of Commerce
for Maritime Affairs

Fiscal year 1971 marked a monumental breakthrough for the American Mer-
chant Marine. President Richard M. Nixon on October 21, 1970 signed into law
the Merchant Marine Act of 1970—the most important and far reaching maritime
legislation enacted in more than three decades.

The 1970 Act (Public Law 91-469) incorporates all of the major maritime
policy recommendations that the President transmitted to the Congress 12 months
earlier. It restructured and redirected the Nation’s maritime policies to deal effec-
tively with the many cumulative problems and deficiencies afflicting the American
shipping and shipbuilding industries, and provides an innovative and constructive
program to restore the United States to the rank of a first-class maritime power.

Significantly, when the enabling legislation came before the Senate and House
of Representatives a total of only two dissenting votes were cast—attesting to the
overwhelming support of the Congress for the President’s program to modernize
the merchant marine.

The new program is intended to halt and reverse the steady erosion of the
Nation’s maritime strength that has been underway for more than 20 years. In
June 1950 the active American-flag fleet totaled 1,145 vessels virtually all of which
were only a few years old. At the close of fiscal year 1971 the active fleet num-
bered fewer than 700 ships, more than two-thirds of which were in or approaching
the 25-year age bracket and are likely candidates for scrapping within the next
few years. A further indicator of the fleet’s decline is that in 1950 42 percent of
this Nation’s waterborne foreign trade was carried in American-flag ships, as
contrasted to the 1970 total of only 5.6 percent.

President Nixon’s maritime program is predicated on transforming the U. S.
merchant marine into one of the most modern and efficient in the world by the
end of this decade—a fleet that can be built and operated with reduced levels of
Federal support. In transmitting his program to the Congress, he said:
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“Our program is one of challenge and opportunity. We will challenge the
American shipbuilding industry to show that it can rebuild our Merchant
Marine at reasonable expense. We will challenge American ship operators and
seamen to move toward less dependence on government subsidy. And, through
a substantially revised and better administered government program, we will
create the opportunity to meet that challenge.”

The general objectives of the new maritime policy and program are several: To
develop a modern and efficient American merchant marine capable of carrying a
substantial portion of this Nation’s international trade and providing military
shipping support in times of national emergencies. It also is intended to improve
the productivity and competitiveness of the shipping and shipbuilding industries
by providing incentives to encourage the application of advanced techmology,
innovative management and aggressive marketing programs. And by eliminating
the uncertainties that in the past have clouded the future of these industries, the
program seeks to provide a firm foundation for industry growth and stability.

gra

The specific elements of the program are as follows:

e Ship Construction

he equivalent of 300 highly productive merchant ships of advanced designs

will be built with Federal assistance over a 10-year period. In addition to general
cargo carriers, such as containerships and lighter/barge carrying vessels, tankers
and combination oil/bulk/ore ships for the first time will be included in the
shipbuilding program. Each of the ships to be built will be the equivalent of three
to five of the older conventional ships they will replace.

Emphasis will be placed on ships of standardized designs and series construction
which contribute to lower unit costs. The shipyards are encouraged to develop
such designs and eliminate unnecessary cost additive features prior to construction.
In a major departure from past practices, negotiated contracts are permitted.
Additionally, multi-year procurement, whereby the Government’s share of the
cost is funded over the term of the construction period, rather than appropriated
in full in a single year, will be utilized.

e Construction-Differential Subsidy (CDS)

'his form of assistance, heretofore made available only to ship operators receiv-
ing operating subsidy, has been broadened to extend eligibility to all foreign
trade operators, including those engaged in the dry and liquid bulk trades.

CDS will continue to be based upon the difference between U. S. and foreign
shipbuilding price levels, but now is paid directly to the shipyards rather than to
the shipowner. The new program also prescribed a descending scale of CDS
guidelines. With the enactment of the program the CDS level for fiscal year 1971
was established at 45 percent of the domestic price. Further reductions of 2
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percent annually are targeted until the CDS level is stabilized at 35 percent in
fiscal year 1976. The 1970 Act established a seven-member Presidential Com-
mission on American Shipbuilding to monitor the progress of the shipyards in
meeting the CDS goals and to recommend alternatives if their price levels exceed
the goals.

e Operating-Differential Subsidy (ODS)

Payments of ODS will be based upon the difference between U. S. and foreign
costs, as adjusted for escalation of U. S. labor costs by the application of a na-
tional industrial wage-index system. By the use of this index only those escalated sea-
faring costs which are consistent with the general labor trend will be subsidizable.

The 1970 Act for the first time extends ODS to bulk carriers engaged in
foreign trade, reflecting the fact that bulk cargoes now constitute approximately 90
percent of the Nation’s foreign trade tonnage. The recapture provision in the
Merchant Marine Act of 1936—whereby the government could recapture one half
of the capital they employed—has been repealed. Present corporate taxes accom-
plish the intended purpose of the recapture clause.

e Federal Ship Mortgage Insurance (Title XI)

Under the new law the government is authorized to guarantee commercially
placed rhip construction and mortgage loans aggregating $3 billion in unpaid
principal. Previously the ceiling was $1 billion. This additional authority will
assist the ship operators to obtain the private investment capital needed to under-
take the expanded ship construction programs which will be generated by the
1970 Act.

e Construction Reserve Funds

Eligibility to establish these tax-deferred funds, which heretofore was restricted
to shipping companies receiving operating subsidies, has been broadened to
include all American-flag lines engaged in foreign trade, the domestic Great Lakes
and noncontinguous trades, and the fishing industry. Eligible operators with
approved construction plans are permitted to deposit earnings, proceeds from the
loss or sale of vessels and depreciation into the funds, but the reserves must be
limited to a level reasonably necessary for orderly ship replacement or acquisition.

e Research and Development

The Maritime Administration’s R&D programs and activities will be expanded
and reoriented to place priorities on near-term projects to improve the competi-
tiveness of the shipping and shipbuilding industries. Emphasis will be placed on the
translation of current technological advancements into practical applications. Joint
government/industry cooperative and cost-shared programs are encouraged.

e Labor Relations
‘he new program by providing the industry with a climate which will foster

its growth and stability, is expected to usher in an era of more cooperative and
responsible labor-management relations which are prerequisite to the desired
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expansion and modernization of the American Merchant Marine. If the industry
fails to provide uninterrupted American-flag service it will discourage the heavy
private investments needed to finance ship replacements and will be unable to
obtain the shipper patronage which is needed to operate the ships profitably.

e Port Development

" oncurrent with development of high-technology ships, the Maritime Administra-
tion will take a more active role in promoting and coordinating the develop-
ment of port facilities and intermodal transportation systems to effectively utilize
these advanced ships.

e Egual Employment Opportunities

he Secretaries of Commerce and Transportation are directed to work with
industry and labor organizations to ensure that the employment opportunities
generated by the new maritime program are equally available to all citizens.

Agency Geared For
Implementation

uring fiscal year 1971, both prior to and after enactment of the Merchant

Marine Act of 1970, the Maritime Administration was heavily engaged in
realigning and strengthening its organizational structure and activities to make it
more responsive to the expanded scope and new directions of the Nation’s maritime
policies and programs.

One of the major tasks involved the clarification of the statutory language of the
Act, and the development of the administrative ground rules and procedures for
implementing the program. Because of the many innovative policy changes, and
the broadened eligibility for participation in the financial assistance programs, the
Agency had to formulate and analyze in depth the implications of various adminis-
trative alternatives before determining the approach to be used. Significantly, well
in advance of the end of fiscal year 1971 all immediate administrative impediments
to ship operators and shipbuilders seeking to participate in the new program had
been eliminated.

In those program areas, involving the increased eligibility for the establishment
of tax-deferred construction reserve funds, and the operating subsidy formula to
be applied to bulk carriers, where final regulations or determinations had not
been developed, interim rules and agreements were formulated to enable interested
ship operators to apply for the program benefits even though the final determina-
tions had not been made.

At the same time, the Maritime Administration made a concerted effort to
further streamline its operations and befter utilize its resources. All programs and
activities are now under periodic review to determine their essentiality in terms
of fulfilling the Agency’s missions, to measure their effectiveness and to reevaluate
the manpower and funding priorities that have been assigned to their operations.
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As a result, some long-standing programs were found to be of marginal value
and were phased out to make room for some wholly new programs and the
expansion of several existing programs that are vital to the advancement of the
new maritime policy objectives.

ighlights And Accomplishments

ollowing are some of the highlights and accomplishments resulting from the
Agency’s restructured activities during fiscal year 1971:

1. The Office of Market Development, established late in fiscal year 1970 to
assist U. S. shipping lines to improve and strengthen their marketing capabilities,
and thereby increase the amount of foreign trade cargoes handled by American-
flag ships, became fully operational during fiscal year 1971. In addition to the
Washington, D. C. headquarters, seven field offices were opened on the East, Gulf
and West Coasts, as well as on the Great Lakes to promote shipper patronage of
the fleet.

To assist the shipping lines to identify and exploit marketing opportunities, the
Office of Market Development provides on a continuing basis to American-flag
carriers detailed data on foreign trade movements. These data reveal where low
levels of U. S.-flag participation exist and lead to direct contact with the shippers
to determine what must be done to correct the imbalance.

2. Office of Research and Development—During the year a major expansion
of this office’s activities was accomplished. Fifteen key programs in support of the
objectives of the new maritime program were initiated. These encompass three
principal areas of advanced ship development, ship operations and maritime tech-
nology. Particular emphasis has been placed on near-term projects to improve the
productivity and competitive positions of the shipping and shipbuilding industries.
Significantly, a number of these involve cost-sharing contracts with industry.

3. Office of Ports and Intermodal Systems—When President Nixon transmitted
his maritime program to the Congress, he directed that efforts be made to improve
the Nation’s port facilities and encourage greater use of intermodal transportation
systems concurrently with the development of high-technology ships. As a result
of this mandate, this office during fiscal year 1971 stepped up its efforts to provide
leadership and initiative to advance these objectives. Special attention was focused
on the coordination and integration of the domestic surfaces modes (rail, high-
way and inland water transportation) with ocean shipping, and economic and
technological studies concerned with the development of deepdraft offshore trans-
fer terminals for large bulk carriers.

4, Office of International Activities—The Maritime Administration provided
representatives to, and participated in, a number of international maritime meetings
during the year. The Assistant Secretary of Commerce served as Chairman of the
U. S. Delegation to a Plenary Session of the United Nations-affiliated International
Labor Organization at Geneva in October 1970, which formulated revised
standards for wages and working conditions of seafarers. Agency representatives
also served on various committees of the Intergovernmental Maritime Consultative
Organization dealing with such topics as marine pollution, safety, ship design and
legal affairs.



In view of the increasing importance of these international conferences and to
ensure that U. S. positions are well-founded and effectively presented, the Mari-
time Administration in June 1970 established the Office of International Activities
to coordinate the Agency’s and industry’s input to these conferences.

5, Office of Civil Rights—During this year, this office made significant gains in
fulfilling the Agency’s responsibility to monitor and ensure equal-opportunity com-
pliance by all coastal firms engaged in shipping, shipyard or stevedoring operations.
Far reaching affirmative action plans were negotiated with major shipyards which
correct the present effects of past discrimination against minority employees.
Despite declining employment levels in both shipbuilding and shipping industries
minority employment rose in both categories.

6. U. S. Merchant Marine Academy—An expanded curriculum was adopted to
prepare the graduates for a broader range of careers in the maritime industry.
At the same time, faculty upgrading continued to improve the quality of instruc-
tion. Nearly three-fourths of the faculty now hold Masters Degrees or higher,
and a fifth have earned Doctoral Degrees.

7. Other Activities—During the year the Maritime Administration made sub-
stantial progress in a number of other areas:

* In response to the growing concern over ship-generated oil pollution, the
Agency completed several design studies of improved tanker configurations and
segregated ballast systems aimed at the development of safeguards to prevent ac-
cidental or intentional discharge of oil into the sea.

* The Office of Policy and Plans initiated major studies concerned with mili-
tary sealift procurement, computerized forecasts of the U. S.-flag fleet, manpower
and collective bargaining factors, and another separate computerized projection
of U. S. seaborne trade through the year 1990.

* Close coordination was developed with the Department of Defense and the
U. S. Navy by the assignment of a senior naval officer to the Agency and the initia-
tion of a number of studies relating to the development of an effective maritime
mobilization base to be available in the event of a national emergency.

* A National Maritime Research Center was established at the U. S. Merchant
Marine Academy which will undertake a wide range of R&D projects concerned
with ship operations and productivity. This is the first facility of its type in this
country devoted specifically to commercial shipping operations.

* The Agency devoted increasing attention to domestic shipping problems and
developments, including the extension of the Great Lakes navigation season and
major engineering research on rigidly linked tug-barge systems.

Program Implementation And
Cost Reductions

During fiscal year 1971 subsidized contracts for the construction of 12 high-
productivity merchant ships and the conversion of 11 conventional cargo
vessels to containerships were awarded.

The aggregate contract value of these ships exceeded $390 million—a record
high. Of this amount, $171 million will be borne by the Government, the largest
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construction-differential subsidy (CDS) commitment made in any single year
since the inception of the subsidized program in 1936.

All of the new construction contracts fell within the 45 percent CDS guideline es-
tablished for fiscal year 1971 by the Merchant Marine Act of 1970. The conversion
contracts carried CDS rates ranging from a low of 36 percent to 41.5 percent.
Collectively, the new construction and conversion CDS rates averaged 43.7 per-
cent, as compared to 45.8 percent and 53.4 percent in fiscal years 1970 and 1969,
respectively.

The new construction contracts comprised three containerships, seven of the
innovative Lighter-Aboard-Ship (LASH) vessels, and two of the oil/bulk/ore
(OBO) ships. The latter two are the first ships of this type ever ordered for
effective upon the delivery of the ships in 1973 and 1974. Additionally, the first
time made liquid and dry bulk carriers eligible for subsidy assistance, is expected to
generate the construction of a sizeable fleet of such vessels for American-flag
operations.

During the year, the Agency developed new contract forms governing subsidized
construction and, in addition, proposed regulations for determining CDS rates
and procedures for review and approval of negotiated shipbuilding prices now
permitted under the 1970 Act.

® Operating-Differential Subsidy (ODS) Program

U nder the expanded eligibility provided by the new law the first ODS agreement
covering the two aforementioned oil/bulk/ore ships was executed, to be
effective upon the delivery of the ships in 1973 and 1974. Additionally, the first
new ODS agreement with a liner operator under the new law was executed.

During the year payment of ODS on a fully containerized service on the U. S.
Atlantic-Far East trade route was terminated. This action further validated a
basic premise of President Nixon’s maritime program, that efficient, high-tech-
nology American-flag ships can compete effectively against lower-cost foreign
competition without subsidy on many trade routes. During the prior fiscal year,
two long-standing subsidized operators on the U. S. North Atlantic-Europe trade
route relinquished subsidy on their fully containerized services. These actions,
collectively, result in annual savings of nearly $26 million to the Government.

An additional $1.6 million savings was realized in fiscal year 1971 by another
provision of the new law which terminated subsistence for cargo ships.

Significant progress was made in implementing the wage index system instituted
by the 1970 Act. This provision authorizes subsidy to be paid for escalation of
seafaring wages only to the extent that the increases are fair and reasonable, as
measured against the gains achieved by a broad cross section of American labor.

The Agency also continued to institute reduced manning scales for new and
modernized vessels of subsidized operators. These reductions, affecting 86 ships,
offer long-term savings of more than $110 million to the Government over the
economic lives of the vessels.

e Ship Mortgage Insurance

uring fiscal year 1971 applications were approved for Federal Ship Mortgage

and Loan Insurance (Title XI) totaling $280.7 million. These covered 116 ves-

sels and 160 lighters. At year’s end Title XI contracts in force covered 279 vessels

and 520 lighters and aggregated nearly $1.2 billion in outstanding balance of
principal and interest.



e Capital Construction Funds

nding final promulgation of the regulations governing the broadened eligibility
of vessel operators to establish such funds provided by the 1970 Act, the Mari-
time Administration developed an Interim Capital Construction Agreement to
enable interested operators to establish such funds subject to the final regulations
that will be developed by the Maritime Administration and the Department of
the Treasury.

e Cargo Preference

he 1970 Act clarified and strengthened the Maritime Administration’s role in

overseeing and regulating Government-impelled preference cargoes. To assist
it in carrying out this mandate, the Agency issued two rules during the year deal-
ing with such shipments. One established a reporting requirement for all shipper
agencies of the Government to provide timely and detailed data on the shipments
they handle. This became effective July I, 1971. The second rule interprets the
statutory language “fair and reasonable participation” by U. S.-flag carriers to
mean that ships of American registry must receive at least 50 percent of the ocean
freight revenues generated, as well as at least 50 percent of the gross tonnage.

e Conclusion

W ¢ believe that the Maritime Administration effectively carried out its responsi-
bilities during fiscal year 1971. The implementation of the Merchant Marine
Act of 1970 was measurably advanced during the year and a firm foundation for
the revitalization of the American Merchant Marine in the years ahead was
established.

Further details of the Agency’s activities during fiscal year 1971 are provided
in subsequent sections of this report.



Huge cranes move keel piece into position at General
Dynamics Quincy Shipbuilding Division. Laying
of the 120-ton unit marked construction of
the second Seabee for Lykes Bros.
Steamship Co., the ALMERIA LYKES.

e

.

construction at Avondale Shipyards, Inc. for Pacific Far East Lines, Inc.

One of the LASH type vessels under
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OPERATIONS

e Ships Under Construction
T he total number of large merchant ships under
construction or conversion in private U.S. ship-
yards, on which the Maritime Administration had
information, increased from 74 on July 1, 1970, to
79 on June 30, 1971 (See Table No. 1). These
included both new ships built with subsidy and pri-
vate ventures.

TABLE 1-Ships Under

Construction/Conversion

Number of Ships

Total New Conver-
sions

Under Contract July 1, 1970___ 74 53 21
Contracts Awarded During

FY 71 _ . 32 17 15

Sub Total . ____________ 106 70 36

Completed During FY *71_____ 27 13 14

Under Contract June 30,1971__ 79 57 22

The 79 ships under contract at year’s end had a
contract value of approximately $1.4 billion. Of
these, 51 with a contract value of approximately
$0.9 billion were being built or converted with sub-
sidy. The remaining 28 were being financed pri-
vately, or with Title XI mortgage and loan insurance.

10

Ship Construction

Ships under conversion at the end of the year
included 18 subsidized cargo ships being modified to
carry containers. In addition there were four private
tankers being jumboized.

o Small Vessels

iminished activity in the construction of small
vessels compared to previous years is indicative
of the planned phasing out of the program under the
U.S. Fishing Vessel Improvement Act which expires
June 30, 1972. One trawler was delivered during the
year while contracts were awarded for two new fish-
ing vessels. There was one invitation to bid outstand-
ing at the end of the fiscal year.

e Contract Awards

Contracts were awarded for construction of 12

new ships to be built with subsidy (See Table
No. 2). In addition, contracts were awarded for the
construction of two ore carriers at American Ship-
building Company, Lorain, Ohio; one ore carrier at
Manitowoc Shipbuilding Inc., Sturgeon Bay, Wis.;
one ore carrier at Erie Marine Division of Litton In-
dustries, Erie, Pa.; and one roll-on/roll-off ship at
Sun Shipbuilding and Dry Dock Company, Chester,
Pa. Contracts for 11 subsidized conversions (See
Table No. 2) and 4 non-subsidized private conver-
sions were awarded during the year.
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TABLE 2—-CDS Contracts Awarded in FY 1971

Estimated Estimated

Type of No. of Total gross Estimated Total Govt. cost Govt. cost
Owner Shipbuilder ship ships tonnage completion estimated of construction= of National
date cost (1) differential Defense
subsidy Features
American Export Isbrandtsen Bath Iron Works Corp C5-8-73b 3 53,706 2-19-73  $50,979,999  $21,249,999 $___ .-
Lines, Inc.
Delta Steamship Lines, Inc Avondale Shipyards, Inc C9-8-81d 3 91,200 9-30-73 85,593,000 37,805,586 60,000
Waterman Steamship Avondale Shipyards, Inc C9-S-81d 3 91,200 5-15-74 83,787,000 37,007,334 60,000
Corporation
Central Gulf Steamship Avondale Shipyards, Inc C9-8-81d 1 30,400 7-30-74 27,502,000 12,147,044 20,000
Corporation
Aries Marine Shipping National Steel & Ship- 0B8-S-90a 2 49,140 1-80-74 60,092,000 27,000,000 92,000
Company building Co.
American Mail Line, Ltd Bethlehem Steel Corp. C6-S-1x 2% 23,400 11-28-7T1 16,808,000 6,056,000 12,000
American Mail Line, Ltd Bethlehem Steel Corp. C6-S-1x 1* 11,700 2-23-72 8,748,000 3,378,000 _____________
American President Lines, Litd Todd Shipyards Corp. C6-S-69c 5% 88,320 7-31-72 32,536,139 138,514,021 15,900
American President Lines, Ltd Todd Shipyards Corp. C6-S-1qc 3* 37,500 1-9-73 20,240,919 8,399,982 _ .-
Total CDS Contracts Awarded  __ . - 23 476,566  ___________ $386,287,057 $166,557,966 $259,900

in Fiscal Year 1971

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

*Reconstruction.



e Deliveries

n July 1, 1970 there were 26 new merchant ships

being built with Maritime Subsidy Board CDS
Contracts. Of these, 5 were delivered during the
fiscal year. In addition new non-subsidized deliveries
included: one containership, two chemical tankers,
one roli-on/roll-off and four oil tankers, making a
total of 13 ship deliveries (See Table No. 3). In
addition 14 conversions were completed of which 10
were subsidized and four were privately financed.

TABLE 3-Ship Deliveries

Owner Builder Design De-
livered
SUBSIDIZED
U.S. Lines_._.______ Sun S/B & C7-S-68¢ 2
D/D Co.
US. Lines__________ Beth. Key- C6-S-1w 2%
Hwy.
U.S. Lines__________ Alabama S§/B  C6-S-1w 2%
& D/D
U.S. Lines__________ Todd-Galv. & C6-S-1w 3*
Brkin.
US. Lines__________ Norfolk S/B C6-S-1w 1#
& D/D
Lykes Bros_________ Todd-Galves- C5-S-37e 2%
ton
Prud.-Grace________ Avondale C8-S-81b 3
Shyds.
Total Subsidized Deliveries i5
NONSUBSIDIZED
Matson Nav________ Beth. Sparrows Container- 1
Pt. ship
Keystone Shipping__ Beth. Sparrows Tanker 1
Pt.
Overseas Bulktank__. Beth. Sparrows Tanker 1
Pt.
Intercontinental ____ Beth. Sparrows Tanker 1
pt.
Ocean Transport____ Beth. Sparrows Tanker 1*
Pt.
Mathieson Tkrs_____ Sun S/B & Tanker 1
D/D Co.
T.T.T. Corp____.__. Sun §/B & Ro/Ro 1
D/D Co.
Matson Nav________ Willamette Bulk 1*
Iron
Falcon Tankers_____ Ingalls Tanker 1
Nuclear
Cities Service_______ Beth. Beau- Tanker 1*
mont
Hudson Waterways.. Maryland Container- 1*
S/B & D/D ship
Marine Transport. .. Ingalls Chem. 1
Nuclear Tanker
Total Nonsubsidized Deliveries__________ 12
Total Deliveries 27

*Conversions

e Trial and Guarantee Survey

‘ea trials and acceptance surveys were conducted

) on 14 subsidized ships. In addition, the Trial
and Guarantee Survey Board observed sea trials on
five ships, two towboats and one hopper dredge,
which were constructed under the Title XI mortgage
insurance program. Final guarantee surveys were
conducted on eight subsidized ships and one govern-
ment owned survey ship.

® Design and Development

T he Maritime Administration continued feasibility
studies on shipboard mechanization and automa-
tion and completed a design for an unattended engine
room. A technical paper was prepared which con-
cluded that the design is feasible and within the engi-
neering state of the art.

An engineering project was undertaken to monitor
and evaluate shipboard equipment performance. This
project, currently in progress, will utilize a general-
purpose computer to monitor operating parameters,
compare these values to acceptable norms, and auto-
matically advise operating personnel on developing
problems.

The Maritime Administration contributed to the
development of technical publications, such as the
major revision of the Society of Naval Architects and
Marine Engineers’ authoritative textbook on Marine
Engineering.

A study of contra-rotating propellers, which was
initiated last fiscal year, was completed by the Mari-
time Administration and the Department of the Navy
(Naval Ship Research Development Center) under a
Maritime Administration contract for the proposed
installation on a large twin-screw containership.

The Agency participated in the “International
Convention on Tonnage Measurement of Ships—
1969” and developed the basis for Department of
Commerce support of this new convention. Also,
staff members participated in the planning and spon-
sorship of the Third International Congress on Ma-
rine Corrosion and Fouling which will be held in the
United States in October 1972.

Assistance was provided in the preparation of a
curriculum for the Masters, Mates, and Pilots Asso-
ciation to upgrade ships officers in the stability aspect
of operating container and barge-carrying ships.

e Pollution Abatement

uring fiscal year 1971, the Maritime Adminis-

tration expanded its efforts to limit pollution
at sea and in port. Spurred by the President’s Message
to Congress of May 20, 1970, an action plan was




initiated which will require the study of the technical
and economic problems associated with:

1. The promulgation of design criteria and
standards of design and construction for tankers
to minimize or eliminate the need for oily bal-
last and/or other oily wastes to be discharged
into the sea. Such standards and criteria are
intended to form the basis of proposals for
adoption by domestic enforcement agencies and
intergovernmental maritime safety groups;

2. Shoreside facilities for the reception and

treatment of oily ballast and bilge water; and

3. Intensification of pollution abatement activi-

ties and more rigid requirements with respect to

ships built with Government assistance.

In furtherance of these objectives, the Maritime
Administration produced several design studies of
novel tanker configurations for increasing the degree
of protection against oil spills. These studies were
directed at identifying the significant economic fac-
tors for tank vessels constructed and operated both
domestically and abroad. The Agency will also inves-
tigate alternative tanker design configurations of
varying amounts of segregated ballast capacity and
their cost effectiveness in reducing oil spills resulting
from collisions and stranding casualties. All tanker
design data has been reviewed by tanker owners and
regulatory agencies including those concerned with
environmental protection, in preparation for the de-
velopment of the United States position paper to be
presented to the Intergovernmental Maritime Con-
sultative Organization (IMCO), the United Nations
agency concerned with maritime matters.

In collaboration with the Council on Environmen-
tal Quality (CEQ), the U.S. Coast Guard and the
Environmental Protection Agency (EPA), a joint
study was initiated to identify the probable environ-
mental effects of the introduction of very large super-
tankers into the maritime commerce of this country
with specific regard to the alternative means of ac-
commodating these ships in our ports, harbors and
offshore terminals.

A new specification has been established covering
the control of all ship-generated pollutants including
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oil, sewage, garbage and smoke. These pollution
abatement standards are being required for all ves-
sels built under the new Government-assisted ship
construction program.

Port facilities to handle oily wastes from ships are
essential to the White House objective of complete
climination of intentional discharges by the mid-
1970’s. The President’s Message to Congress of
May 20, 1970, placed with the Department of Com-
merce responsibility for coordinating the national
effort to construct the required port oily waste recep-
tion facilities. The primary thrust in this area is the
development of an assessment of the requirements
for, and the economics of port facilities for the recep-
tion and disposal of oily wastes from ships. As a
result of coordinated efforts by the Maritime Admin-
istration, U.S. Coast Guard and the Environmental
Protection Agency (EPA), a statement of work on
Collection and Separation Facilities for oily waste
was completed and was to be sent to prospective
bidders on July 14, 1971, with the project to be
completed in approximately one year.

The Maritime Administration and the National
Oceanic and Atmospheric Administration (NOAA)
held joint discussions to develop common grounds
for a research program on the fate and behavior of
oil in the oceans. The program will determine the
maximum permissible level of oil considered to be
harmless to marine life, a determination which will
permit regulatory agencies, such as EPA and Coast
Guard, to establish reasonable purity standards for
ships’ discharges into the sea. A combined scope of
work will be drafted by both agencies taking into
account Maritime Administration requirements and
NOAA expertise and capabilities in basic marine re-
search.

The research studies will also provide input to the
joint CEQ, Maritime Administration, Coast Guard
and EPA study on the environmental effect of the
introduction of supertankers into the foreign com-
merce of the United States and will be used to decide
whether the country should develop deep harbors or
offshore terminals to accommodate tankers of this
size.



The LASH ITALIA is the type of vessel which
because of its high productivity will be built
under the: Merchant Marine Act of 1970.

A loaded and sealed lighter is being maneuvered
into the stern elevator of the LASH ITALIA.
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e The Viet Nam Sealift

n July 1965, at the request of the Military Sealift
| Command, the Maritime Administration activated
ships from the National Defense Reserve Fleet for
the Viet Nam sealift. At the peak of the operation,
172 of these ships were carrying 34 percent of the
military shipments to Southeast Asia.

To promote a strong merchant marine by using
commercial shipping to the fullest possible extent for
military cargoes, this operation ended when the last
ship was redelivered to the Government on Novem-
ber 16, 1970, and laid up in the Suisun Bay Reserve
Fleet. One hundred and twenty-three of the Victory
ships engaged in the program have been returned to
the National Defense Reserve Fleet in permanent
lay-up status, available for future use.

The military cargoes previously carried by Mar-
ad-owned ships, in support of the Viet Nam sealift,
are now transported by private U.S.-flag steamship
operators.

The Maritime Administration offices in Manila
and Yokohama, which gave operational and adminis-
trative support to General Agents and their respec-
tive ships during the Viet Nam operation, were
phased out in fiscal year 1971.

e Repair and Maintenance

The deactivation of General Agency ships and final
lay-up costs were held to a minimum by holding
the returned ships in the reserve fleet, instead of
at commercial piers, while awaiting deactivation and
selective scheduling, and group contracting for
“mothballing.”

The permanent lay-up of General Agency ships
amounted to $3,038,380 in maintenance and repair
contracts placed in the United States.

Federal surveillance over the maintenance and re-
pair activities of subsidized ship operators was evalu-
ated during fiscal year 1970. This evaluation resulted
in a more efficient operation by elimination of many
reports, reduction of excessive controls and the num-
ber of costly inspections and surveys, and the simpli-
fication of the procedure for assuring that mainte-
nance and repair costs are “fair and reasonable” in
qualifying for federal subsidy support. Presently, op-
erators send their invoices to the Maritime Adminis-
tration where costs among different ships and lines
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are compared by computer. Comparison of print-
outs insures that the costs are “fair and reasonable.”

In addition, the Maritime Administration survey
staff checks each vessel’s condition in conjunction
with the regular American Bureau of Shipping
inspection performed every five years and occasional
supplemental spot checks. Adoption of this new pro-
cedure is expected to achieve a savings of $200,000
annually.

On-site repair and maintenance inspections are
now performed only for off/on subsidy surveys, Title
XI surveys, and five-year conditional surveys, con-
sistent with General Order 20, 3rd Revision.

Approximately 1,350 surveys, including classifica-
tion, Title XI mortgage requirements, operating-dif-
ferential subsidy applications and other inspections
and estimates were made to assure compliance with
various contractual commitments.

Maintenance and Repair expenditures for the five
state Maritime Academy school ships totalled
$956,480.

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

e Ship Sales

ne hundred fifty-one Liberties and 68 other ships

from National Defense Reserve Fleet anchor-

ages were sold for scrap or nontransportation use

during the year for an aggregate return of
$16,169,233 to the Government.

Additionally, seven other ship types, including
three T2 tankers previously used as floating power
barges in Viet Nam, were sold for scrapping, provid-
ing a return of $1,817,985 during fiscal year 1971.
From 1958 through 1971, a total of 1,649 ships
were sold for scrap or nontransportation use yielding
a total return of $104,273,012.

On those ships which were sold to U.S. citizens
and foreign nationals under the Ship Sales Act of
1946, no outstanding principal balances are due on
mortgages.

During the fiscal year, $75,853 in principal and
$3,655 in interest was collected from Banco Do Bra-
zil under its agreement with the Maritime Adminis-
tration, dated June 1, 1965, whereby Banco assumed
the payment of 11 outstanding Brazilian mortgages,



executed under the 1946 Act, with total balances of
$379,270. On June 30, 1971 the principal balance
outstanding under this agreement was $56,890.

A total of $115,422,575 in interest has been col-
lected from U.S. and foreign ships sales under the
1946 Act.

e Foreign Transfers

Approval was granted to transfer foreign 173
ships of 1,000 gross tons and over. Over 45 per-
cent of these vessels were sold for scrapping abroad.
Twenty of the 173 ships were undocumented or reg-
istered under foreign flag though owned by a U.S.
citizen (See Appendix V).

Charters of U.S.-owned ships to aliens were ap-
proved on 19 ships of 1,000 gross tons and over.

Applications for transfer foreign of 483 vessels of
less than 1,000 gross tons (313 commercial and 170
pleasure craft) were approved, and charters of 41
ships to aliens were approved.

All of the 14 violations involving the sale of pri-
vately-owned ships, without prior approval of the
Maritime Administration were mitigated or settled.

© National Defense Reserve Fleet

On June 30, 1971, 860 ships were moored in
the five locations of the National Defense Re-
serve Fleet (NDRF), excluding 13 ships sold but not
delivered. (See Table No. 4). This total represents a
decrease of 1,063 ships in the past 10 years. Because
of advanced obsolescence, inferior operating charac-
teristics and excessive reactivation costs only 381 of
these vessels are considered suitable for reactivation
to meet national shipping emergencies. Of the re-
maining 479 vessels, 470 are candidates for scrap-
ping and nine are special projects of the Department
of the Navy.

TABLE 4—Ships in Reserve Fleets
as of June 30, 1971

Serap

Fleets Reten- and Sp! Teotal

tion Canni-

balized
James River, Va_____ 137 172 2 311
Mobilg, Ala__________ 92 2 94
Beaumont, Texas_____ 60 55 1 116
Suisun Bay, Calif_____ 167 117 1 285
Olympia, Wash______ 17 34 3 54

Total . ________ 381 470 9 860+

*Excludes 18 ships sold for serap but not delivered.
1 Special Projects

Consistent with the Agency’s objective of utilizing
scrap candidate ships for nontransportation use, two
tankers will be used for the storage of oil and five
cargo ships sold for the following uses: one to store
equipment, one to become a floating warehouse, one
as a possible stationary cannery and two with undes-
ignated uses. Community or civic uses of such ships
are also being evaluated.

During the year 139 ships were placed in the fleets
and 307 ships were withdrawn.

The Hudson River facility was phased out during
the fiscal year. The phasing out of the Olympia Re-
serve Fleet and the Mobile Reserve Fleet are pro-
gressing on schedule and should be completed in
1972 and 1973, respectively.

A summary of the number of ships in the Reserve
Fleet since 1945 is presented in Appendix VI.

© Warehouse Operations

During 1971, sale of obsolete ship stock items
amounted to $5 million. In conjunction with
disposition of the stock, the New Orleans, La., and
San Francisco, Calif., warehouses were eliminated.

All retainable stock at the Kearny, N.J., warehouse
will be transferred to the James River Reserve Fleet
in Va., as the cost of such item transfers economi-
cally balances the benefits that will be derived.

e Great Lakes Navigation Season

he Merchant Marine Act of 1970 provides a

number of provisions beneficial to Great Lakes
interests. Of greatest importance are the eligibility to
establish tax-deferred construction reserve funds, ex-
pansion of the Ship Mortgage Insurance program to
$3 billion, and the official designation of the Great
Lakes as the “fourth seacoast.”

The Commandant of the U.S. Coast Guard was
requested to provide additional icebreaker support to
the Great Lakes by adding two “Wind” class ships to
the fleet.

The Maritime Administration also participated in
the bubbler system project in Duluth-Superior Har-
bor in conjunction with other interested agencies to
determine the feasibility of this system for ice-freeing
harbors.

In response to Section 107(c) of Public Law
91-611, a study was conducted of the ways and
means to provide reasonable insurance rates for ship-
pers and vessels engaged in waterborne commerce on
the Great Lakes and St. Lawrence Seaway beyond
the present navigation season. The resulting report



was under review by the Executive Branch as of
June 30, 1971.

Of special interest during the year was “Operation
Taconite,” which ended with the last ore carrier de-
livering a cargo of taconite pellets from Duluth-Supe-
rior to South Chicago on January 31, 1971. This was
the first time a ten-month navigation season for ore
carriers on the Great Lakes was achieved, and was
made possible by the cooperation of the U.S. Coast
Guard and Army Corps of Engineers.

e Marad Advisory Bulletin

ring the year a MarAd Advisory Bulletin was
L/ developed for dissemination of pertinent infor-
mation to U.S.-flag steamship operators.

The bulletin is published and distributed as fre-
quently as items of importance occur. It alerts U.S.-
flag operators to such matters as new or revised U.S.
and foreign customs regulations, immigration re-
quirements, and entrance and procedures which
assist the operators to avoid vessel delays and
penalties.

Ports And Intermodal Systems

e Intermodal Transport

he Maritime Administration has continued to

work effectively with other Government agencies
and private industry representatives in successful
joint efforts to promote international intermodal
transport. Procedures which permit containers to
move unhindered from one mode to another and
traverse international borders with minimum effort
are advantageous for all concerned. The Agency has
consistently endeavored to diminish national or inter-
national restrictions which could curtail the growth
of an international intermodal transport system.

Much of a shipper’s or carrier’s uncertainty and
fear about investing in innovative intermodal systems
often stems from a lack of technical or traffic infor-
mation. In carrying out its maritime developmental
responsibilities, the Maritime Administration is at-
tempting to provide the inland modes of transporta-
tion—railroads, trucking lines and barge operators
—with relevant technical studies and management
control and systems data to encourage them to match
the commitment of ocean carriers in advancing the
United States intermodal capabilities.

The expanding number of containers in the mari-
time industry, which surpassed an estimated 200,000
20-foot equivalents during fiscal year 1971, has
brought about a dramatic need for identification and
control of company-owned and leased equipment.
The control and efficient employment that an opera-
tor can exercise over these containers is directly pro-
portional to his ability to know at all times where
they are located and their actual or scheduled de-
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ployment. To accomplish this, the Maritime Admin-
istration is involved jointly with industry in the de-
velopment and evaluation of a pilot project in which
the benefits of the Automatic Container Indentifica-
tion system, employing optical scanning equipment
and computer controls, are utilized in automating a
marine terminal control system. A project of this
type can increase the efficiency of the marine termi-
nal and also greatly enhance the possibilities of
achieving the interchange of management and traffic
information and control on an intermodal basis. With
data input from other transportation modes, the de-
velopment of a complete intermodal management in-
formation system with all the potential benefits of
automating cargo documentation can be realized.
Today’s high-speed movement of cargoes in the
linehaul often comes to a virtual halt at interchange
points because the manual systems used to prepare,
check, process and move documents cannot provide
the necessary hard copy flow of information, and
oftentimes results in delaying the shipments. The
Maritime Administration is examining such problems
to determine what contributions it can make to an
integrated data-processing and transmission system.
At the request of the Departments of State and
Labor, the Agency sponsored a seminar on the Mod-
ernization of Freight Handling for foreign maritime
labor leaders from more than 20 developing coun-
tries. The seminar’s objective was to introduce the
foreign conferees to modern techniques employed in
the field of intermodal transport and technological
developments in the American maritime industry.
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Number of Berths
300
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100
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Under
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1967

1968 1969 1970 1971
Date 6/30/67 6/30/68 6/30/69 6/30/70 6/30/71
Full Container Berths: 117 132 178 202 207
Existing 50 62 69 81 90
Under Construction 40 24 41 49 51
Planned 27 46 68 72 86
As of June 30, 1971
Number of Berths
Type Berth Under

Existing  Construction  Planned Total

Full Container: _9_(_) 51 @ 207

Atlantic Coast 37 33 31 101

Pacific Coast 35 12 22 69

Gulf Coast 4 4 3 17

Great Lakes —_— — — —

Alaska 4 — —_ 4

Hawaii 3 —_ 2 5

Puerto Rico 7 2 2 11




e Port Development

n keeping with technological advances in ocean

transportation and in support of the new maritime
program, increased efforts were made to provide
leadership and initiative within the Federal Govern-
ment for the continuing promotion of port develop-
ment on a national basis within the framework of an
integrated transportation system. Special attention
was focused upon the promotion of improved port
and terminal operations; the reduction of vessel turn-
around time in port through more efficient cargo
handling concepts; planning and development of new
marine terminal systems; promotion of adequate port
capacity and improved intermodal transportation
management and operations; and initiation of port-
related research and development projects.

A major program currently underway aims at
making possible the use of larger, more efficient
tankers and bulk carriers through the development of
offshore transfer facilities in areas where the costs of
multiple channel deepening would be prohibitive. A
one-year research and development study has been
undertaken to explore more economical ways to ena-
ble United States ports and ship operators to over-
come existing bulk vessel size constraints imposed by
channel depth limitations with a minimization of pol-
lution hazards and giving maximum consideration to
the employment of advanced concepts for offshore
terminal construction.

Activities have been undertaken pursuant to Sec-
tion 7 of the President’s Pollution Abatement Mes-
sage of May 20, 1970, which urges cooperation be-
tween private industry and port authorities to de-
velop additional facilities, stationary or mobile, to

receive oil discharge from vessels upon their arrival
in port—provided amendments to the 1954 Oil Pollu-
tion Convention are adopted and permissible oil dis-
charges at sea are further reduced. The Maritime
Administration, working jointly with the American
Association of Port Authorities, American Institute
of Merchant Shipping, Environmental Protection
Agency, American Petroleum Institute, and the
United States Coast Guard, has drafted and issued a
“request for proposals” designed to investigate alter-
natives to discharging at sea by employment of
shoreside systems to receive and recycle oily waste,
and dispose of the remainder by some method which
would preclude environmental degradation.

Under the auspices of the Water Resources Coun-
cil and in conjunction with the United States Army
Corps of Engineers, the Department of Transporta-
tion and other government agencies, the Maritime
Administration is actively participating in multi-
agency river basin and regional bay studies. Signifi-
cant contributions were made in preparing the ship-
ping and port development elements of comprehen-
sive river basin studies on the Great Lakes and the
fower Mississippi River. Major areas of anticipated
inputs have now been delineated in the South East
New England River Basin Study, the Chesapeake
Bay Study and the San Francisco Bay In-Depth
Study.

Acting as port consultants to the Economic Devel-
opment Administration (EDA), the Maritime Ad-
ministration reviewed and processed EDA grant and
loan requests by state and local authorities for port-
related Public Works assistance and furnished com-
ments with regard to the feasibility of the proposed
improvement projects.




]:n carrying out its mission of promoting the Ameri-
can Merchant Marine, the Maritime Administra-
tion is responsible for developing adequate ship-
ping capabilities in the domestic waterborne trades as
well as the foreign trade segment of the fleet.

Until recently, the domestic trades have com-
manded only a small fraction of the Agency’s efforts,
yet it possesses a great potential for future growth
and development. The anticipated inability of land-
based transportation modes to meet the increasing
transportation demands of the next decade, com-
bined with developments in transportation technol-
ogy, offer water carriers an opportunity for greater
participation in the domestic trade than ever before.

As part of the new maritime program, concerted
efforts are being made to expand domestic water-
borne transportation capability. To achieve this
objective, an Office of Domestic Shipping is being
organized within the Office of Ship Operations of the
Maritime Administration. The new office will formu-
late and implement national policies and programs
for the development and promotion of domestic wat-
erborne commerce with the ultimate objectives of
improving the competitive position and increasing
the utilization of the domestic waterborne transporta-
tion industry. Specific areas of concentration will be
the Great Lakes, the inland waterways, and the non-
contiguous, coastwise and intercoastal trades.

Over 550 million tons of cargo move on the inland waterways of the United States annually. Pictured below is
a tow of 15 barges carrying 21,000 tons of coal on the river system.




INTERNATIONAL AFFAIRS

he Maritime Administration, in carrying out its

mission of revitalizing the American Merchant
Marine, recognizes that international organizations
and foreign bodies concerned with shipping matters
must be effectively coordinated. Until recently, this
responsibility was fragmented among various opera-
ting units within the Agency. As a result of the
redirection represented by the new maritime pro-
gram, a concentrated effort is being made to work
with the industry and other agencies of Government,
to exert a stronger influence in all international activ-
ities which have a bearing on the well-being of the
U.S. Merchant Marine. To accomplish this objective
an Office of International Activities has been estab-
lished to serve as a coordinating arm in indentifying
all international activities of interest to the Agency
and industry, to keep abreast of developments in-
cluding anticipated problems, develop Agency posi-
tions in these areas, and insure effective presentation
of these positions to the appropriate forums.

During fiscal year 1971 the Maritime Administra-
tion participated in the following international con-
ferences:

1. The Assistant Secretary for Maritime Affairs
represented the United States at the 55th Mari-
time Conference of the International Labor Or-
ganization held in Geneva, Switzerland, Octo-
ber 14—-31, 1970. The Conference was preceded
by considerable study by the Maritime Adminis-
tration, union and industry groups and other
government agencies, of minimum living and
safety standards for seamen.

2. The Deputy Assistant Secretary for Maritime

Affairs headed the U.S. delegation to the 23rd

21

plenary meeting of the NATO Planning Board
for Ocean Shipping (PBOS) in London, Eng-
land, April 20-22, 1971. During the year, the
Maritime Administration represented the United
States on PBOS working groups which con-
vened to deal with plans for organization and
operation of the NATO wartime shipping
agency; the emergency bunkering of allied
ships; analysis of the impact of the container-
ships on war plans for ocean transportation;
and the allocation of tanker tonnage under
emergency conditions.

3. The Oil Spills Conference of NATO’s Com-
mittee on Challenge of Modern Society
(CCMS) was held in Brussels, Belgium, No-
vember 2-6, 1970, and was attended by a Mar-
itime Administration representative. Extensive
agency studies on pollution of the sea by oil
preceded the CCMS Conference.

4. The Agency participated in meetings of the
Intergovernmental Maritime Consultative Orga-
nization (IMCO) sub-committees on Subdivi-
sion and Stability, Ship Design and Equipment
and Marine Pollution, all of which were con-
ducted in London, England. Agency representa-
tives also attended the 23rd session of the Mari-
time Safety Committee in London, and a joint
IMCO/International Atomic Energy Agency
Symposium on Nuclear Ships in Hamburg. Mari-
time Administration representatives participated
in meetings of the U.S. Interagency Shipping
Coordinating Committee and its sub-bodies, for
the purpose of formulating coordinated national
positions prior to IMCO sessions.



5. The Maritime Administration represented the
United States at the Seventh Inter-American
Port and Harbor Conference; the Organization
of American States (OAS) Permanent Techni-
cal Committee on Ports in Bogota, Columbia;
and the meeting of the OAS Group of Govern-
ment Exports on Maritime Transport in Wash-
ington.

6. The Maritime Administration participated in
the fifth session of the Shipping Committee of
the U.N. Conference on Trade and Develop-
ment (UNCTAD) in Geneva, Switzerland; a
conference on marine pollution sponsored by
the Food and Agriculture Organization (FAO)
in Rome, Italy; a meeting of the International
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Standardization Organization (ISO) in Geneva,
Switzerland, on standardization requirements for
containers; and a meeting of the Organization
for Economic Cooperation and Development
(OECD) in Paris, France, on the issue of third
party liability for nuclear ships.

7. Representatives of the agency participated in
the 1971 NATO Shipping Working Group
Meeting, sponsored by the Supreme Allied
Commander, Atlantic, at Norfolk, Va. The
meeting was convened to review current policies
and plans and to examine problems and new
proposals concerned with wartime shipping
operations.



The largest dry cargo ship in the world is the SS DOCTOR LYKES. The 875-foot long carrier and two sister ships are
being built for Lykes Bros. Steamship Co., Inc., by the Quincy Shipbuilding Division of General Dynamics.

The stern view of the DOCTOR LYKES during its launching shows the elevator to which barges are floated and then raised
to the section of the ship in which they will be carried. This type of vessel can lower the elevator offshore and discharge
floatable barges thus decreasing costly port time of the vessel.
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MARITIME AIDS

Subsidy Administration

e Operating-Differential Subsidy

welve steamship companies were participating in

the operating-differential subsidy (ODS) program
at the end of the fiscal year. In operation under
these contracts were a total of 206 ships. Payments
during the year on operating subsidy due for 1971
and for prior years totaled $268,021,097. (See
Chart II).

Operating-differential subsidy, accrued from Janu-
ary 1, 1937, to June 30, 1971, totaled $3,551 mil-
lion; recapture amounted to $241 million; net paya-
ble as of June 30, 1971, was $3,310 million, of
which $3,185 million had been paid out, leaving an
estimated unpaid balance of $125 million at the end
of the fiscal year.

During fiscal year 1971, American Export Is-
brandtsen Lines, Inc. (AEIL) purchased four roli-
on/roll-off containerships from Moore-McCormack
Lines, Inc. for operation in AEIL’s North Atlantic/
Mediterranean freight service. The roll-on/roll-off
ships were delivered to Moore-McCormack Lines in
1969 and 1970.

Passenger services continued to decline with the
SS SANTA PAULA and SS SANTA ROSA of Pru-
dential-Grace Lines, Inc. being withdrawn from serv-
ice during the fiscal year. As a result, there were
a total of eight passenger ships in lay-up status on the
U.S. Atlantic Coast at the end of the year. AEIL had
previously withdrawn its three passenger ships from
subsidized service, the SS INDEPENDENCE, the SS
CONSTITUTION and the SS ATLANTIC, the lat-
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ter of which was sold foreign on July 2, 1971.
Moore-McCormack Lines’ SS ARGENTINA and SS
BRASIL and the SS UNITED STATES of United
States Lines, Inc. remained inactive. Prudential-
Grace Lines also discontinued passenger service on
its four M-class combination ships during the year
but continued operation of the ships as freighters.
Passenger service was continued from the U.S. Pa-
cific ports by ships operated by American President
Lines, Ltd. and Pacific Far East Line, Inc.

Five applications for operating-differential subsidy
were pending at the end of fiscal year 1971. Water-
man Steamship Corp’s subsidy requests involved
Trade Routes Nos. 12 and 22 (U.S. Atlantic and
Gulf/Far East), and Trade Route No. 21 (U.S.
Gulf/Western Europe). Isthmian Lines, Inc. appli-
cations cover two services (U.S. Atlantic and Gulf/
India, Pakistan, Ceylon, and U.S. Atlantic and
Gulf/Persian Gulf, Red Sea) primarily on Trade
Route No. 18. Trinidad Corp.’s application covered
tanker operations between the Caribbean and U.S.
East Coast ports.

In June 1971 new 20-year operating-differential
subsidy agreements were awarded to Waterman
Steamship Corp. and the Aries Marine Shipping Co.
under the provisions of the Merchant Marine Act,
1936, as amended, including amendments under the
Merchant Marine Act of 1970. The Waterman con-
tract calls for operating subsidy for the six C3’s and
two C4’s built in 1944 and 1945, on Trade Route
No. 18 (U.S. Atlantic and Guif/India, Pakistan).
The C3’s are to be replaced with LASH-type ships
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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
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Total all FY $1,403,885,990 $102,260,366 $1,506,146,356 $3,185,179,668 $4,691,326,024
1 Data for construction and reconsiruction subsidies are stated 2 Data for operating differential subsidy are stated on basis .of

on an accrued expenditure basis and do not include any refunds vouchers approved for payment.

of CDS made for operation of CDS ships in domestic trades.



also contracted for in June 1971. On the other hand,
Aries will not receive operating subsidy until such
time as its new oil/bulk/ore carriers enter service in
1973 and 1974.

American President Lines was the first of the ex-
isting subsidized operators to accept and incorporate
provisions of the Merchant Marine Act of 1970 into
its long-term operating-differential subsidy contract
as of June 17, 1971.

Applications were received during fiscal year 1971
from Farrell Lines, Inc. and AEIL, requesting that
their operating subsidy contracts be so amended.

Two subsidized operators, United States Lines and
The Oceanic Steamship Co., terminated their opera-
ting subsidy contracts during fiscal year 1971. United
States Lines’ short-term contract terminated on Au-
gust 16, 1970, and Oceanic’s contract was terminated
March 8, 1971, upon the sale and transfer of the last
of its two freight ships and the passenger ships,
MARIPOSA and MONTEREY, to Pacific Far East
Line for operation in the Australian subsidized serv-
ice. Besides the transfer of the four ships, shoreside
property and equipment, Pacific Far East Line also
purchased Oceanic’s interest in contracts for two C7
containerships now under construction.

Enactment of Public Law 91-469, Merchant Ma-
rine Act of 1970, October 21, 1970, requires the
application of a wage-index system which will sub-
stantially eliminate the need for detailed review by
the Agency of each collective bargaining agreement
and amendments thereof, including changes in work
rules, rates of pay, fringe benefits, contributions to
special funds, etc., to determine whether employment
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 meas-
ure of change in “fair and reasonable” employment
costs after an initial determination has been made.
The Maritime Administration has been implementing
the new law with appropriate regulations which, with
some modifications, are expected to apply as well to
bulk-carrying vessels which will be subsidized for the
first time.

With respect to a number of subsidy disallowances
which had been made within the time period permit-
ted by Public Law 91-469, relating to the size of
crew complement and certain benefit contributions
agreed to by the operators and respective unions
which the Maritime Subsidy Board found not to be
eligible for subsidy payment, several such disallow-
ances have been successfully appealed to the Secre-
tary of Commerce. As to the remaining disallowance
issues, one (severance payments) is being contested
in court and the others have either been accepted by
the operators or the operators have exhausted their
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administrative remedies, though not necessarily their
judicial ones.

All operating-differential subsidy rates through
calendar year 1968 have been computed for and
accepted by all operators. This permits the staff to
commence immediately the calculation of new opera-
ting-differential subsidy rates effective from Janu-
ary 1, 1969.

@ Trade Routes

he Merchant Marine Act of 1970 amended Sec-
tion 211 of the Merchant Marine Act, 1936, to
require a determination of the bulk-cargo services
needed for the promotion, development, expansion
and maintenance of the foreign commerce of the
United States for national defense or other national
requirements. To implement the new legislation, pro-
posed regulations were published for determining es-
sential bulk-carrying services that should be provided
by U.S.-flag vessels whether or not operating on par-
ticular services, routes, or lines. Under these propos-
als operation of a bulk vessel for purposes of eligibil-
ity for operating-differential subsidy participation,
pursuant to Section 601(a) of the Act, will be
deemed to satisfy the provisions of Section 211(b)
of the Act if in each year the vessel derives the least
30 percent of its total carriage from the export and
import foreign commerce of the United States as
determined on either a ton-mile or gross-revenue
basis, whichever the operator elects.

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.

Liner freight service between U.S. Pacific Coast
ports (Washington-California, inclusive) and ports
in the Mediterranean Sea and Black Sea, Portugal,
Spain south of Portugal, and Morocco was found to
be essential to the foreign commerce of the United
States.

e Construction-Differential Subsidy

the end of the fiscal year 1971 there were under
contract or construction, with construction-
differential subsidy aid, 33 modern design ships. This
figure consists of 15 LASH (lighter-aboard-ship)
vessels, 13 containerships, three seabarge carriers
and two oil/bulk/ore carriers. Twelve of the 33 ships
were contracted for during fiscal year 1971 at a total
cost of approximately $308 million, of which the
Government’s share is about $136 million. The two




oil/bulk/ore carriers are the first ships of this type to
be built with CDS. (See Appendix No. III).

As of June 30, 1971, 18 ships were undergoing
conversion to containerships or to partially contain-
erized ships for three subsidized operators. Contracts
for 11 of these conversions were executed during
fiscal year 1971 at a total cost of approximately $79
million, of which the Government subsidy is about
$32 miltion. (See Table No. 2).

During fiscal year 1971 two new containerships
were delivered to United States Lines, Inc., and three
new LASH vessels were delivered to Prudential-
Grace Lines, Inc. Eight United States Lines Mari-
ners, which were converted to full containerships,
were delivered during the fiscal year.

e Federal Ship Mortgage Insurance

uring fiscal year 1971 applications were aproved

for Federal Ship Mortgage and/or Loan Insur-
ance totaling $280,762,120 covering 116* vessels
and 160 lighters. (See Table No. 5). In addition,
mortgage insurance contracts aggregating $17 million
were placed on nine vessels and 331 lighters based
on commitments made in earlier fiscal years. (See
Table No. 6).

At year’s end, Title XI applications approved and
contracts in force covered a total of 279 vessels and
520 lighters for a total outstanding balance of princi-
pal and interest of $1,166,802,817. (See Chart No.
II1).

At the same time pending applications for loan
and/or mortgage insurance encompassed construc-
tion or reconstruction of 25 freighters, four tankers,
256 tugs, barges or miscellaneous types, and 1,255
lighters and barges to be carried onboard ship, at a
total estimated cost to the applicants of
$601,876,914 of which $488,578,812 is the esti-
mated amount to be covered by Title XI insurance.

The Federal Ship Mortgage Insurance Fund re-
ceived $5.2 million in net income during the year,
making the retained income of the fund $30.35 mil-
lion.

Two Title XI Mortgages were terminated during
the fiscal year. American Mail Line Ltd. termi-
nated the mortgage on the AMERICAN MAIL
and the Oceanic Steamship Co. terminated the
MARIPOSA/MONTEREY mortgage.

# Includes 2nd mortgages on five American President Lines vessels
already having Title XI 1st mortgages.
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e Reserve Funds

n June 30, 1971, balances in six construction
' reserve funds of operators totaled $2,077,025,
compared with $2,354,687 in five funds at the be-
ginning of the fiscal year, a decrease of $277,662.
Four funds were established during fiscal year 1971,
and three were closed. (See Appendix VII).

At year’s end, statutory reserve funds of subsi-
dized operators totaled $120,626,276 consisting of
$87,462,039 capital and $33,164,237 special reserve
funds, as compared with $95,161,343 at the begin-
ning of the fiscal year, an increase of $25,464,933.
(See Appendix VIII).

In addition to the mandatory deposits in special
and capital reserve funds, two subsidized operators
were authorized to make voluntary deposits aggregat-
ing $4,167,750.

The MV FALCON LADY, built under the Title XI pro-
gram, was the first large vessel built with a diesel propulsion
system in a U. S. shipyard.
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Millions of Dollars
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Principal 447,157 461,723 455,809 427,805 451,015 418,638 481,777 558,094 654,548 754,679 911,591 1,154,156
interest 1,833 2896 3,038 3274 3452 2946 3407 4002 6,004 5876 75827 12,647
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Tankers 40 394,204,961 4 75,269,625 fs¢. = e =
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TABLE 5-Mortgage Insurance Applications Approved in FY °70

No. of Mame or Type Company Date Amount
Ships
1 President Johnson_ - _____________ American President Lines_______________ 7/ 6/70 $ 10,485,000
3 American Raecer_ _ ... _._____ United States Lines______________._____.__ 9/17/70 11,000,000
American Ranger
American Reliance
17 9 Pride Class______ ... ... Lykes Bros. S.8. Co_ - ... 12/15/70 50,000,000
8 Clipper Class
1 QOcean Star_ . General Marine, Ine____ . __________ 1/ 9/71 945,300
3 Washington Mail. ___._______.___ American Mail Line_ _ ___________._._.._. 1/ 5/71 9,750,000
Oregon Mail
Canada Mail
1 Schio Intrepid ... ________ 652 Leasing Co_ oo _____ 10/28/70 17,800,000
1 EricHolzer. - - oo 650 Leasing Co____ ..o _____.___ 1/15/71 21,000,000
1 Sohio Resolute. - .. __._______ 653 Leasing Co____ .. ______.. 2/ 8/71 17,800,000
B behoat)z2vessels . ooonnonooo- Mid-South Towing Co_ - —---_____ 41/ 6,711,000
3 President Van Buren_____________ American President Lines_ __ __________._ 5/ 3/71 3,080,000
President Grant_ o i oo 3,080,000
President Taft_ - oo e mmmmmmmmmmmmmmemmmmeee mmmme— e 3,080,000
President McKinley . oo o mmeeee memmee- 3,080,000
President Fillmore . - - - oo o e ccmmcmmmmmmmmmmmmmmaen mmmeme- 3,080,000
2 1088302 - Ingram Ocean Systems Ine________ ... ... 6,333,000
Carole G. INgram. oo e emeceemmn oo—--oo- 3,544,000
2 Ore Carriers. .- oo Kinsman Marine Transit Co._____._______ 5/21/71 22,400,000
3 LASH Vessels - - o oococeoo_ = .. Waterman CarriersIne__________________ 6/ 4/71 38,327,820
1 Myra Eckstein_ ... ________..._ Wisconsin Barge Line___________________ 6/14/71 1,336,000
1 LASH Vessel - oo~ Central Gulf Steamship Corp._________.__ 6/ 9/71 11,500,000
2 OBO Vessels_ - oo cceee o Aires Marine Shipping Co- ... __________ 6/30/71 27,890,000
[1] Farrel Lines Inc_ - ool e 4,000,000 ?
116 $275,722,120
160 LASH Lighters_ - .. ... ____..____ Central Gulf_ ____ .- 6/ 9/71 5,040,000
276 $280,762,120

1 Supplemental borrowings

TABLE 6-Title XI Mortgages Committed in

Previous Fiscal Years

No. of Ships Name or Type Company Date Amount
8 Barge No. 3200 Asphalt Barge Corp. 12/26/70 $197,000
NATIONAL EAGLE ” 326,000
NATIONAL VENTURE ” 323,000
Barge No. 3204 Intercity Barge Co. ” 179,000
Barge No. 3205 ” ” 179,000
Barge No. 3201 NMS Chemical Corp. ” 197,000
Barge No. 3202 i » 199,000
Barge No. 3203 ” » 200,000
1 OVERSEAS ALEUTIAN Ocean Transportation 3/25/71 6,414,000
Company
331 LASH Lighters Prudential Grace Lines, 11/23/70 8,785,000
Ine. 1/21/71
2/11/71
8/30/71
4/28/71
$16,999,000
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ecognizing that cargoes are the key to the future
. of American Merchant Marine, the Maritime
Administration in May 1970 established a new Office
of Market Development. During fiscal year 1971 this
office launched a nationwide effort aimed at strength-
ening the marketing capabilities of U.S.-flag steam-
ship companies and generating greater shipper pa-
tronage of their services.

Attesting to the high priorities assigned to these
efforts, Regional Market Development Offices were
opened during the year in seven major cities to main-
tain close liaison with the carriers and shippers. (See
Chart IV). Through the cooperation of the Bureau
of the Census, statistical data on cargo flow move-
ments, noting U.S. and foreign flag carriage of car-
goes by commodity and tonnage on specific trade
routes, is now supplied to U.S.-flag operators on a
continuing and current basis. This data measurably
enhances the marketing efforts of the individual lines.

In addition to the promotion of commercial car-
goes for the American-flag fleet, the Maritime Ad-
ministration under the Merchant Marine Act of 1970
was assigned strengthened authority to monitor and
regulate the administration of government impelled
cargoes, and is required to report annually to the
Congress on the extent of U.S.-flag participation in
such movements.

With respect to its increased responsibilities, the
Agency issued two rules in fiscal year 1971 dealing
with cargo preference administration. One rule estab-
lished a reporting requirement for each agency of the
Government to submit timely and detailed data on
all cargo preference shipments it handles. The sec-
ond rule interprets the statutory phrase “fair and
reasonable participation” by U.S.-flag vessels in the

carriage of preference cargoes to mean that ships of
American registry must receive at least 50 percent of
the ocean freight revenues generated as well as at
least 50 percent of the gross tonnage.

A tabulation of the total freight revenues earned
or tonnage carried by American-flag vessels in calen-
dar year 1970 in conjunction with Government-
sponsored cargoes is shown in Table 7.

¢ Guideline Rates

“he guideline ocean freight rate system remained
L in suspension during fiscal year 1971. U.S.-flag
tramp activities, however, continued to be moni-
tored by the Agency and rate guidelines were calcu-
lated to provide rate advice upon request to the ship-
per agencies.

e National Maritime Council

National Maritime Council was formed at the

end of fiscal year 1971 to promote cargoes for

U.S.-flag ships. The Council is a joint industry-labor-

Government organization that is designed to amplify

and coordinate the promotional efforts of labor, in-
dustry and the Maritime Administration.

The Council will undertake national and regional
programs directed toward importers, exporters and
freight forwarders and the general public to generate
greater levels of shipper support of American-flag
shipping services.

It is projected that in fiscal year 1972 the Coun-
cil’s programs will become defined and operational.

TABLE 7-U. S. Flag Carriage of Government Sponsored Cargoes
in Calendar Year 1970

Teotal Tonnage or Percent

Program Freight Revenue U.S. Flag U.S.
Public Law 480 7,866,000 tons 3,970,000 50.5%
A.LD. 4,662,000 tons 2,817,000 60.4%
Export-Import Bank $79,773,119 $69,030,506 86.5%
Inter-American 7,783 tons 3,360 43.2%

Development Bank
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e Seamen Training

uring the fiscal year, 875 seamen completed the

Maritime Administration’s radar, gyro and loran
training programs. A total of 1,486 men com-
pleted the fire fighting and damage control courses
sponsored by the Maritime Administration and the
Military Sealift Command.

One hundred and twenty-six deck and engineering
officers and 32 purser-pharmacist mates were gradu-
ated from various seafaring union schools. Upgrad-
ing programs sponsored by several of the maritime
unions were continued.

A total of 201 third mates and 224 third-assistant
engineers were graduated from the five maritime
academies located at Vallejo, Calif.; Castine, Me.;
Buzzard’s Bay, Mass.; Fort Schuyler, N.Y. and Gal-
veston, Tex. All who qualified received commissions
as ensigns in the U.S. Naval Reserve.

The state schools, including the Great Lakes Mari-
time Academy established in fiscal year 1970, had a
combined enrollment of 1,784 cadets during the
year, most of whom received a government allow-
ance of $600 toward the cost of uniforms, textbooks
and subsistence. Each of the maritime schools re-
ceived an annual lump sum grant of $75,000 for
general school support.

e Labor Data

Seafaring employment declined approximately 19
percent as compared to the 1970 normal monthly
average. (See Table No. 8.) A sizeable portion of

TABLE 8—Maritime Manpower
Daily Average Employment

Normal Daily Average
Type
1970 1971

Seafaring (Shipboard jobs).... 41,731 33,790
Shipyards (Commercial yards

able to construct ocean-

going ships 475 by 68

feet)
Production Employees______. 61,731 59,485
Total force including mange-

ment and clerical staffs_____ 77,766 74,211
Longshoremen._ . ____________ 66,120 65,530

the decrease was caused by the layup of two passen-
ger ships, the SANTA ROSA and the SANTA
PAULA, and the change in four other ships SAN-
TA’S MAGDALENA, MARIA, MARIANA and
MERCEDES, from combination cargo/passenger
ships to cargo ships. Additionally, some 120 ships,
mostly of World War II vintage, were withdrawn
from the active merchant fleet. The total workforce
in selected commercial shipyards experienced a de-
cline of 4.6 percent. The longshore labor force expe-
rienced a decline of less than I percent.

e Labor-Management Relations

Seafaring unions were involved in a number of
short work stoppages during fiscal year 1971 in-
volving specific companies or ships. There were
four such work stoppages on the East Coast:
1. Members of the Marine Engineers Beneficial
Association (MEBA) engaged in a one-day
work stoppage against the American Export Is-
brandtsen Lines, Inc. (AEIL) fleet to obtain
assurances from AEIL that representation
rights of MEBA would be continued in relation
to four vessels transferred from Moore-Mc-
Cormack Lines to AEIL ownership.
2. The Masters, Mates and Pilots (MM&P) and
MEBA, supported by the International Long-
shoremen’s Association (ILA), idled a total of
59 ships operated by United States Lines, Inc.
(USL) and Sea-Land Service, Inc. for a period
of three days because of the proposed acquisi-
tion of United States Lines by Reynolds Indus-
tries, parent corporation of Sea-Land.
3. The introduction of the first lighter-aboard-
ship (LASH) vessel in United States foreign
commerce, the SS LASH ITALIA, provoked
intermittent work stoppages totaling eight days
over a four-week period when deck officers took
issue with the prescribed manning and antici-
pated workload.
4. The National Maritime Union (NMU), rep-
resenting unlicensed seamen, initiated a three-
day informational picketing campaign urging in-
creased cargo preference for U.S.-flag merchant
ships. Two foreign flag vessels were delayed in
loading grain cargoes.
On the West Coast there was only one such work
stoppage during the fiscal year when the MM&P en-



gaged in a four-day work stoppage against Pacific
Coast tanker operators because of delayed contract
negotiations. MM&P deck officers refused to sail
when the Pacific Maritime Association, representing
employers, revealed plans to reduce employers’ con-
tributions to the MM&P pension fund.

Unrest in the longshore industry stemmed from
several jurisdictional disputes involving the Pacific
Coast International Longshoremen’s and Warehouse-
men’s Union (ILWU) and the International Brother-
hood of Teamsters (IBT). A dispute between the
two unions closed five piers in San Francisco, Calif.,
for six days while the parties sought to settle an issue
regarding forklift operators. The Port of Stockton,
Calif., suffered a 10—day work stoppage when the
two unions again disputed the employment of IBT
members by a building supply firm operating from
leased waterfront facilities. The longshoremen’s
union accused management of delay in implementing
an agreed upon Container Freight Station accord
whereby employment of longshoremen would reverse
the trend of continuing encroachment by IBT mem-
bers in performing longshore work. The three-day
work stoppage idled six United States and two for-
eign flag ships until the parties agreed to establish-
ment of a fact-finding panel for resolving the issue.

Another five-day longshore strike erupted, closing
the Port of San Francisco, when ILWU equipment
operators objected to employers’ direct hiring of se-
lected workers allegedly skilled in new cargo han-
dling equipment. Such direct hiring, in lieu of rota-
tional hiring from the union hall, was claimed to
cause reduced employment opportunities and re-
sulted in the wildcat action. The Pacific Maritime

Association suspended all further longshore hiring

until the wildcat action was controlled. Shipowners
diverted their vessels to Southern California ports
creating considerable port congestion in that area.
On the Atlantic Coast, the maiden voyage of the SS
LASH ITALIA was delayed for five weeks due to
the absence of a longshore accord on the cargo oper-
ations inherent in the new barge concept.

As fiscal year 1971 ended it also brought to con-
clusion the five-year longshore contract covering all
Pacific Coast ports ushering in an anticipated lengthy
work stoppage.

Shipyard labor relations fared better than in the
previous year due to the absence of the numerous
contract expirations that had prevailed in fiscal year
1970. A work stoppage of 22 days occurred when
the International Association of Bridge, Structural
and Ornamental Iron Workers’ contract expired at
National Steel & Shipbuilding Company idling the
production workforce of 1,800 men. A five-year con-
tract accord concluded the negotiations. The Ingalls
Shipbuilding facilities at Pascagoula, Miss., were sub-
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jected to a two-day wildcat strike after management
discharged several operating engineers who initiated
job action in support of a crane operator discharged
for violation of safety regulations.

e United Seamen’s Service

he United Seamen’s Service (USS), after 28 years
of operation, having been originally created by
the War Shipping Administration and sponsored
by its successor agency, the Maritime Commission, is
continuing to provide direct service to thousands of
American seamen who have registered in the 15 cen-
ters throughout the world.

On December 31, 1970, President Nixon signed
Public Law 91-603, an Act to promote the welfare
of United States merchant seamen through coopera-
tion with the United Seamen’s Service. The passage
of PL 91-603 is the result of interested organizations
and agencies working jointly to provide facilities and
benefits for merchant seamen away from home. Con-
gressional hearings were held and the Maritime Ad-
ministration testified in support of the bill.

The Act reestablishes direct Federal recognition of
essential needs for overseas seamens’ facilities, espe-
cially in defense logistics service.

Work is now in progress to establish a new center
in Newport-Saigon, Viet Nam in response to a request
by the Department of Defense. The center is sched-
uled to open in the latter part of November 1971.

e Merchant Marine Awards
The Secretary of Commerce is authorized by The
Merchant Marine Medals Act of 1956 to grant
medals and service ribbons, under certain condi-
tions, to seamen for meritorious actions or participa-
tion in national defense efforts. The following deco-
rations are currently authorized: Gallant Ship
Award; Distinguished Service Medal; Meritorious
Service Medal; Korea Service Ribbon; and Viet Nam
Service Ribbon.
The following awards were made during fiscal year
1971 under this authority:
The Gallant Ship Award was presented
to the SS PRESIDENT JACKSON in
recognition of the heroic efforts displayed
by the vessel’s crew during their rescue of
the crew of the Schooner TINA MARIA
DONCINE when it became disabled in
heavy seas off the coast of Bermuda on
January 14, 1970. The Master of the
PRESIDENT JACKSON, Captain Eugene
A. Olsen was awarded the Merchant Ma-



rine Meritorious Service Medal and each
member of the crew was also presented
with Gallant Ship Unit Citations.

A Merchant Marine Meritorious Service
Medal was awarded to Captain Forest J.
Adams, Master of the PARIS THERIOT,
in recognition of his heroic actions and out-
standing seamanship displayed in the rescue
of passengers and crew of the British
M/V WESTSHORE during a severe win-
ter storm in the North Sea on January 7,
1971.

Captain John J. Pucci and Chief Engi-
neer Herman L. Rodener, were awarded
Merchant Marine Meritorious Service
Medals and 17 other crew members of the
SS MADAKET received letters of com-
mendation in recognition of their efforts
in averting what might have been a major
disaster to their ship, cargo, and adjacent
shoreside facilities when their ship caught
fire while in the process of discharging a

cargo of fire bombs in Viet Nam on
April 9, 1971.

Merchant Marine Meritorious Service
Medals were awarded to Captain Chris A.
Rieder, Master of the McGRATH II and
Captain Douglas J. Grubbs, Master of the
CAPPY BISSO in recognition of their
heroic rescue efforts following the collision
of the SS UNION FAITH and Barge 10C
No. 7 in the Mississippi River, April 6,
1969.

Merchant Marine Distinguished Service
Medals were awarded to Captain Walter H.
Harris, First Officer George DeFlon, Third
Officer Frank C. Rodway, Chief Engineer
John Gonzales and First Assistant Engi-
neer Edward Brady, all officers of the
AMOCO LOUISIANA, in recognition of
their heroic rescue efforts displayed follow-
ing an explosion and fire aboard the Barge
DEAN REINAUER at South Portland,
Me., December 10, 1969.

President Richard M. Nixon presents the 1971 American Merchant Marine Seamanship Trophy posthumously to Richard
D. Hughes. Attending the presentation were: (l. to r.) Joseph Curan, President, NMU; Jennifer Hughes; Mrs. Richard D.
Hughes; Andrew E. Gibson, Asst. Sec. of Commerce; Robert B. Stone, President, States Marine Lines.
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A Merchant Marine Distinguished Serv-
ice Medal was awarded to Second Mate
James McCarthy and the Merchant
Marine Meritorious Service Medal was
awarded to Captain Adorian W. Schodle,
Second Assistant Engineer Raymond F.
Tocci, Third Mate Nicholas Metkovic,
Able Seaman Lauro Cisternino and Fire-
man/Watertender Patrick McLaughlin.
Letters of Commendation were presented
to Chief Engineer Herbert V. Woodger,
Third Assistant Engineer Robert J. Red-
fernin and Assistant Pantryman Raymond
Purnell, all crew members of the AFRICAN
STAR, in recognition of their heroic ac-
tions following a collision between their
vessel and a barge under the tow of the
tug MIDWEST CITIES on the Mississippi
River, March 16, 1968.

The MS KHIAN STAR was awarded
the Gallant Ship Award and each of its
crew members was presented with Gallant
Ship Unit Citations in recognition of their
actions in saving human lives when the SS
BADGER STATE, carrying a cargo of fire
bombs, suffered an explosion and fire at
sea December 26, 1969.

There were 300 authorizations for the
Viet Nam Service Ribbons completed dur-
ing the year.

In addition to the Merchant Marine Awards au-
thorized by the Merchant Marine Medals Act of
1956, the Maritime Administration acts as the Secre-
tariat of the American Merchant Marine Seamanship

he U.S. Merchant Marine Academy was created

by the Merchant Marine Act of 1936, to provide
not only merchant marine officers but also future
leadership for the maritime industry.

Consequently, in the 1970-71 academic year, an
expanded curriculum was adopted to provide mid-
shipmen with an increased number of elective
courses and course sequences in the areas of Ocean-
ography, Mathematics, Chemistry, Management,
Transportation, Administration, Computer Science,
Nuclear Engineering, Mechanical Engineering, Eng-
lish, Comparative Literature, History and Civiliza-
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Trophy Committee. Comprised of Maritime Admin-
istration, U.S. Coast Guard, labor and industry man-
agement officials, the Committee determines the re-
cipient of this award.

During fiscal year 1971, two presentations were
made of the Seamanship Trophy to honor distin-
guished seamen. President Nixon on August 13,
1970, presented Mrs. Richard D. Hughes with the
1970 American Merchant Marine Seamanship Tro-
phy in recognition of her late husband’s efforts to
save the SS BADGER STATE, an American
freighter which sank in the Pacific after an explosion
and fire aboard. Richard D. Hughes was boatswain
aboard the BADGER STATE carrying munitions to
Viet Nam in December, 1969. During heavy seas in
the mid-Pacific, the cargo of 2,000-pound bombs
broke loose. Mr. Hughes led the efforts to open the
hatches and secure the shifting explosives. Despite a
severe back injury and exhaustion, he directed work-
ing parties for two days. When the order was given
to abandon ship, Mr. Hughes, in a weakened condi-
tion slipped into the sea during rescue operations and
was lost. This was the first time the Trophy has been
presented posthumously.

Captain E. A. Olsen, former Master of the SS
PRESIDENT JACKSON in addition to having re-
ceived the Merchant Marine Meritorious Service
Medal was also awarded the 1971 Seamanship Tro-
phy on May 20, 1971, for masterful seamanship in
rescuing seven men from the sinking schooner TINA
MARIA DONCINE during a North Atlantic storm.
All seven men reached safety and there were no
personal injuries to the crew of the SS PRESIDENT
JACKSON.

S. Merchant Marine Academy

tion. The year spent at sea by the student was re-
scheduled to two separate sea assignments within the
four-year curriculum in order to provide the mid-
shipmen with maximum opportunity to utilize class-
room instruction.

The disciplinary system was re-evaluated and the
Regimental Department reorganized. Under the
direction of the Commandant, the structure of the
regiment places emphasis on self-management by the
midshipmen with general guidance provided by
officer personnel.



As a result of the self-upgrading program for fac-
ulty members, 72 percent now have Masters degrees
and 20 percent have earned a Doctorate.

The Academy has continued a positive action plan
for minority recruitment of students and faculty. The
Classes of 1974 and 1975 included 22 and 18 mi-
nority students, respectively. The professional staff
now includes six minority members and six women.
The percentage of black students at Kings Point is
3.6 percent.

A total of 83 third mates, 109 third-assistant engi-
neers and 15 with dual training for third officers,
deck/engine, were graduated in 1971. The 15 gradu-
ates with dual training were the third class to com-
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plete 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 Federal Academy had
an average of 950 students.

Under the Academy modernization program in
fiscal year 1971, the Student Activities Building was
completely renovated and the midshipmen dormito-
ries are presently being renovated. Repair on Mal-
lory Pier, necessary to prevent shore line erosion and
preclude damage to building foundations, is substan-
tially underway. Upgrading of several classrooms
and laboratory facilities was also accomplished.



The Maritime Subsidy Board, by delegation from
the Secretary of Commerce, exercises the au-
thority 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, compilation of
domestic and foreign trade and cost data and public
hearings. Decisions, opinions, orders, rulings or 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 review of its action. Final action by the
Secretary may be appealed to the Federal Courts.

The Assistant Secretary for Maritime Affairs, as
exofficio Maritime Administrator, is Chairman of
the three-member Maritime Subsidy Board, which
includes the Deputy Assistant Secretary and the Gen-
eral Counsel of the Maritime Administration. During
fiscal year 1971, the Deputy Maritime Administrator
for Program Implementation and the Secretary of the
Maritime Administration acted as Alternate Mem-
bers.

In fiscal year 1971, the Board convened 44 formal
meetings in which it acted on some 394 official
items, including the issuance of 20 formal opinions,
rulings and orders. It also published 43 notices in the
Federal Register pertaining mainly to subsidy appli-
cations subject to required statutory hearings and the
development and adoption of rules and regulations
proposed by the Board with requests for views from
all sectors of the maritime industry toward imple-
mentation of the Merchant Marine Act of 1970.
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MARITIME SUBSIDY BOARD

Of the 20 formal opinions and orders served dur-
ing fiscal year 1971, two were of particular signifi-
cance:

The Board ruled in October 1970, that nothing in
the Merchant Marine Act, 1936, as amended, pro-
hibits charters of two- and three-year duration to the
Military Sealift Command of vessels built with con-
struction-differential subsidy (CDS). The Board rea-
soned that the use of such vessels by the Military
Sealift Command did not violate the intent of the
Act to provide construction-differential subsidy for
vessels to be operated in foreign commerce in compe-
tition with foreign-flag vessels.

The second significant decision involved the an-
nounced intention of United States Lines, Inc. to
commence a new “tri-continent service” to be oper-
ated with Lancer-type containerships, built with con-
struction-differential subsidy. The vessels would op-
erate from East Coast ports intercoastal to the West
Coast and then to the Far East with stops at Hawaii.

Objections were raised to the proposed service on
the allegation that such service with vessels built with
CDS was unauthorized without the Board’s written
consent, as required under Section 506 of the Act in
connection with an agreed repayment of subsidy for
use of vessels in the domestic trade. The Maritime
Subsidy Board rendered a decision in April 1971 in
this case which is identified as Docket No. A—46.
The Board concluded that United States Lines’ CDS
contracts included the agreements contemplated by
Section 506 and that the proposed use and operation
of the Lancer ships was consistent with those agree-



ments. It also found that there was nc statutory
restriction against the use of the vessels in a service
other than the one for which they were originally
constructed.

Highlights of the notices published in the Federal
Register dealt with: the intent under Section
502(b) of the Act to compute estimated foreign
costs for lighter-aboard-ship (LASH) vessels, oil/
bulk/ore (OBO’s) and 225,000 DWT tankers; the
“Statement of General Policy” relative to the criteria
to be applied in selecting the operators and shipyards

to participate in the new maritime program; proce-
dures for the determination of operating-differential
subsidy (ODS) for wages of officers and crews; the
granting of subsidy for the world-wide operation of
OBO type vessels; a method to be used for the
determinatiori of CDS by type of vessel; regulation of
the operation of bulk-cargo vessels built with CDS in
foreign commerce; and regulations providing for the
payment of ODS for bulk-cargo carrying vessels en-
gaged in essential services.

The Maritime Administration and the Maritime Subsidy Board entered into a contract with Aries Marine Shipping Co. and
the National Steel & Shipbuilding Co. for the construction and operation of two 80,500 dwt Ore/Bulk/Oil (OBO) vessels on
June 30, 1971. Above, Captain Leon Burger, President of Aries; A. E. Gibson, Assistant Secretary of Commerce; and John
Banks, Vice President of National Steel examine a model of the OBO.



uring the year, restructuring of the Maritime Ad-
/' ministration headquarters organization contin-
ued toward the goals of making it more responsive to
program needs, increasing emphasis on certain prior-
ity activities, and providing more effective coordina-
tion and direction of related functions. (See Chart
VI). The areas of responsibility of field offices are
shown in Chart V.

A number of actions were taken to insure the
efficiency, economy and effectiveness of Agency op-
erations. A program was carried out to improve and
streamline professional auditing practices within the
Maritime Administration, and to eliminate a chronic
backlog of approximately 41 man-years of audit ef-
fort. This was done principally by increasing the use
of selective audit reviews and limiting audit activities

e Internal Management

ctions under the Managers’ Improvement Pro-
gram to reduce costs of operations resulted in
savings of $3,220,000. Principal actions were: (1)

to those areas representing potential losses to the
Government’s interest.

As a result 18 fewer audit positions will be re-
quired to carry out the current audit program under
the streamlined procedures. Through these measures,
estimated savings of 59 man-years of work or
$1,041,000 have been achieved.

As part of the Presidentially directed Federal Re-
ports Study, an annual saving of $51,000 was
achieved through elimination and simplification of
internal reporting requirements.

During fiscal year 1971 an overall staff reduction
of 321 positions was achieved by eliminating or cur-
tailing lower priority programs and maintaining strict
controls on manpower.

Management

use of improved and streamlined external audit prac-
tices; (2) phasing out of the three warehouses located
at New Orleans, La.; San Francisco, Calif.; and
Kearny, N.J.; (3) elimination of low priority activi-
ties and positions through organization and staffing
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surveys of nine major organization components; 4)
phasing out of the Olympia, Wash., Reserve Fleet;
and (8) a 23 percent reduction in the cost of internal
reporting requirements.

As a result of these and other actions, the Mari-
time Administration’s permanent employment was
substantially reduced.

A new Office of International Activities was estab-
lished to strengthen the role of the Maritime Admin-
istration in all international activities which will have
a bearing on the well being of the U.S. Merchant
Marine. In addition, a new National Maritime Re-
search Center was established at the U.S. Merchant
Marine Academy, Kings Point, N.Y.

o Audits

n the basis of findings of the General Accounting
Office in a survey of certain Agency accounting
processes and controls, the Maritime Administra-

¢ Employment

flective December 8, 1970, Andrew E. Gibson,
Maritime Administrator, pursuant to Public Law
91-469, was appointed Assistant Secretary of
Commerce for Maritime Affairs, and exofficio Mari-
time Administrator. He also serves as Chairman of
the Maritime Subsidy Board. Effective May 19,
1971, Robert J. Blackwell, Deputy Maritime Admin-
istrator, was reassigned to the new position of Dep-
uty Assistant Secretary of Commerce for Maritime
Affairs.

During the year, the number of personnel em-
ployed by the Maritime Administration decreased by
321—from 2,131 to 1,810. This was the result of
voluntary constraints imposed and an intensive re-
evaluation of programs which could be eliminated or
curtailed.

e Equal Employment Opportunity
pproximately 24.2 percent of the Agency’s work

force consisted of minority group employees.
Minority employment in GS—12 and above increased
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tion has undertaken an intensive effort to strengthen
its controls over accrual processes. The General Ac-
counting Office made a “Review of Procurement Pol-
icies and Practices,” Jume 1970, and action was
taken to provide more careful documentation and
preparation of solicitation documents, as recom-
mended in the report.

Internal audits during the past year covered a
wide range of functions and activities. These in-
cluded: (1) the activities of the three Maritime re-
gional offices; (2) rental of ADP equipment; (3)
budget estimates for the operating-differential sub-
sidy program; (4) outlay estimates for the ship con-
struction subsidy program; (5) recording of adminis-
trative expense obligations; and (6) the National
Defense Reserve Fleet. These audits have assisted in
highlighting actual or potential problem areas.

Personnel

by approximately 50 percent over the previous year
for a total of 6.6 percent.

An EEO Symposium for Maritime Administration
executives was developed and held to promote
awareness and knowledge of problems and programs
in this area. Noted leaders from Government, indus-
try and the community participated.

In-house equal employment opportunity audits
were conducted of the various organizational seg-
ments to determine the Maritime Administration’s
equal employment opportunity posture. The in-house
audit has in most cases precluded formal complaints
of discrimination from being filed and has enhanced
the Maritime Administration’s equal employment op-
portunity initiatives.

e Training

Atotal of 543 employees received training through
Government and non-government sources, in-
cluding professional, scientific and engineering, super-
visory and management, and technical instruction.
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Management of all levels participated in training pro-
grams. A Special Executive Development Seminar
was conducted by the Harvard Graduate School of
Business Administration. A new program of monthly
meetings between the Assistant Secretary and middle
management was initiated to keep the managers ap-
prised of Agency policies, programs and missions as
well as providing feedback to the Assistant Secretary.

Four employees received a year of graduate study
under various Agency programs. Five employees were
selected to participate in a 12—18 month training
program to aid in making the transition from subpro-
fessional to professional positions. In addition, eight
employees were enrolled in the General Education
Development Program (high school equivalency cer-
tificate program).

e Awards

hirteen employees received outstanding awards
including three Department of Commerce Gold
Medals, the highest recognition given by the De-
partment; three Department Silver Medals, the sec-
ond highest award given by the Department; and

® Material Control

antal of mobilization reserve machine tools and
equipment to commercial concerns working on
defense contracts or in support of merchant marine
programs produced a revenue of $163,979.

Excess personal property having an acquisition
value of $9,252,298 was disposed of during fiscal
year 1971, including property with an acquisition
value of $6,104,886 donated or transferred to other
Government agencies. Property valued at $16,937
was destroyed or abandoned, and property with an
acquisition value of $3,130,475 was sold for
$560,443.

e Real Property

t year’s end the Maritime Administration’s real
L property included the former reserve shipyard
at Wnlmmgton N.C.; a warehouse at Kearny, N.J.,

seven Bronze Medals, the Maritime Administration’s
top honor.

During the year, 30 suggestions were adopted.
One suggestion submitted by a Region employee re-
sulted in an estimated first year savings of over
$150,000 and has been adopted by the United States
Coast Guard, American Bureau of Shipping and
other bodies.

One hundred and fifty-two employees received
Outstanding Performance ratings for performance
which not only exceeded normal requirements in all
respects but was deserving of special mention. For-
ty-one employees received a Quality Step Increase
—a salary step in addition to a regular pay increase
—for high quality performance which exceeded nor-
mal requirements in all major aspects.

® Position Classification

Al necessary classification actions resulting from
assignment changes, reorganizations, establish-

ment of new offices, conversion of wage employees to

the Coordinated Federal Wage System, and regular

maintenance review activities were completed.

Facilities Management
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and Fort Mason, San Francisco, Calif.; a terminal at
Hoboken, N.J.; the U.S. Merchant Marine Academy
at Kings Point, N.Y.; and National Defense Reserve
Fleet sites at Lee Hall, Va.; Mobile, Ala.; Beaumont,
Tex.; Benicia, Calif.; and Olympia, Wash.

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

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

Rents from the lease of real property to private
interests during the year amounted to $4,500.



As a result of on-the-job training, having pertinent
safety material available and endeavoring to
maintain a safety attitude and awareness of a safe
working environment for all employees, the Maritime
Administration met the President’s “Mission Safety
“70” goal of a 30 percent improvement in the Injury
Frequency Rate over the base year rate of 1963.
Each year from 1965 an improvement has been re-

e Accounting

"I he accounts of the Maritime Administration were

maintained on an accrual basis and in conform-
ity with the principles, standards and related require-
ments prescribed by the Comptroller General.

Net cost of combined operations of the Maritime
Administration for the year totaled $338.4 million.
The cost included $297.9 million for operating-and
construction-differential subsidies, $10.7 million for
depreciation on reserve fleet vessels and other assets,
$8.3 million for research and development, and
$16.6 million for administrative expenses. The equity
of the government at June 30, 1971, totaled $1,444
million, an increase of $140 million from June 30,
1970. The increase included the net cost of com-
bined operations of $338.4 million and the return of
$28.9 million in collections and unobligated balances
to the Treasury, offset by $512.9 million appropri-
ated by Congress and $2.5 million in property and
vessel transfers. See Exhibits 1-4 for detailed year
end financial statements of MarAd.

A fully automated payroll system became opera-
tional in January 1971. Work continues on imple-
mentation of fully automated accounting, cost ac-
counting, and financial information systems.
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flected and the program was completed with a 70.3
percent improvement.

The Maritime Administration received the Secre-
tary of Commerce “Safety Merit Award” for high
achievement in promoting safety in fiscal year 1971.

As a follow-up to “Mission Safety ‘70,” the Presi-
dent initiated a new Federal Safety Campaign for
1971—-1972, “Zero in on Federal Safety.”

Finance

e Contract Auditing

aritime auditors review the operators’ annual

| subsidy accounting, which have been certified
by independent public accountants, before payment
of the final 5 percent of operating-differential sub-
sidy. They also audit expenses eligible for subsidy to
permit payment to the operators of up to 95 percent
of the accrued operating-differential subsidy for such
expenses.

Audits to permit final payments were completed
for ten operators generally covering the periods from
1960 through 1968. Most of the audits of expenses
eligible for subsidy of the 13 subsidized operators
were completed through calendar year 1968. Wage
expenses of two of the operators were audited
through calendar year 1970.

Audits were made to determine the actual opera-
ting costs of the N.S. SAVANNAH under its charter
agreement. Other audits included those of General
Agency Agreements, contracts for ship construction
and repair, research and development, and related
contracts.

Audits completed during the fiscal year resulted in
reduced billings of about $11 million to the Govern-
ment.




e Title XTI Insurance

uring the fiscal year, the Maritime Administra-

tion continued to administer war risk and cer-
tain marine and liability insurance programs author-
ized by Title XII, Merchant Marine Act, 1936, as
amended.

War risk insurance binders, covering shipowners
from the time commercial risk insurance terminates
until 30 days after the outbreak of war involving the
major powers, outstanding on June 30, 1971, were:
1,225 for war risk hull insurance, 1,164 for war risk
protection and indemnity insurance, and 948 for war
risk insurance of crew life and personal effects. From
the inception of the binder program in 1952 to
June 30, 1971, binder fees totaled $1,057,312, and
expenses totaled $760,578, of which $383,874 was
paid as fees and expenses to the underwriting agent
appointed by Maritime to process the binders.

War risk builder’s risk insurance for the pre-
launching construction period was written on 158
ships from the inception of the program in 1953
through June 30, 1971. Premiums totaled
$3,196,753. From October 1962 through June 30,
1971, 52 policies were issued for war risk builder’s
risk insurance for the postlaunching construction pe-
riod, each with a service fee of $75, and each subject
to attachment and premium assessment upon the au-
tomatic termination of commercial insurance result-
ing from outbreak of hostilities.

A standby war risk cargo insurance program was
continued, which becomes effective when the Assist-
ant Secretary of Commerce for Maritime Affairs
finds that insurance adequate for the needs of U.S.
waterborne commerce cannot be obtained on reason-
able terms and conditions from companies author-
ized to do an insurance business in a State of the
United States. Commercial underwriting agents will
be employed to write this insurance, and as of
June 30, 1971, 38 were under contract.

At the request of the Navy, war risk insurance was
provided, without premium charge but on a reim-
bursable basis for losses incurred, as authorized
under Section 1205, Merchant Marine Act, 1936, as
amended. During the fiscal year, insurance coverage
in effect was as follows:

1. Second Seamen’s war risk insurance was pro-

vided for the crews of 18 Government-owned

tankers operated for the account of the Military

Sealift Command (MSC).

2. War risk hull and Second Seamen’s war risk

insurance were provided on one privately-

owned U.S.-flag vessel and its crew while under
bareboat charter to MSC.

3. Second Seamen’s war risk insurance was pro-

vided for the crews of 113 privately-owned
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U.S.-flag tankers and dry cargo vessels chartered

to MSC. The coverage provided is limited to

the “Viet Nam Combat Zone,” referred to by

commercial underwriters as an additional pre-

mium trading area.
Net premium savings to the Department of the Navy
under programs Nos. 1 and 2 above, from inception
in 1954 and 1964, respectively, to June 30, 1971,
was estimated at $1,211,212, after deducting claim
payments of $110,740. Net premium savings to the
Navy under program No. 3 above, from inception on
July 15, 1968, to June 30, 1971, was estimated at
$3,649,640, after deducting claim payments of
$40,160 and pending estimates of $1,500.

Under section 1208(a) of the 1936 Merchant
Marine Act, money in the war risk insurance revolv-
ing fund may be invested in securities of the United
States or in securities on which the United States
guarantees principal and interest. Since 1962, when
the initial investment was made, through June 30,
1971, interest earned totaled $1,479,969.

© Qther Insurance Activities

ritime continued to self-insure Government-

L owned ships and with the lay-up on Novem-
ber 16, 1970, of its last ship operated by general
agents, the purchase of marine protection and in-
demnity insurance was discontinued. Settlement of
outstanding claims will be concluded by Maritime
Administration personnel with commercial underwri-
ters. By assuming the war risk hull and Second Sea-
men’s war risk insurance, it is estimated that Mari-
time has effected for the MSC a net premium saving
of $6.66 million during the Viet Nam buildup from
July 1965 through June 30, 1971.

TABLE 9—Marine and War Risk
Insurance Claims
Fiscal Year 1971

Number
Kind of Insurance Claims of Amount
Reported claims Settled
settied !
Marine protection and
indemnity against the
Government 3 _________ 224 2,228 $3,125,607
Marine Hull:
In favor of the Govern-
ment________________ 1 28 29,066
Against the Government_ 0 0 0
Marine Builder’s risk
Against the Govern-
ment _______________ (] 0 [
Second Seamen’s war risk
Against the Govern-
ment _______________ 0 0 4]

! Settlements include claims reported in prior years.
2 Approximate.



Claims of a marine and war risk insurance nature
assumed by the Government, and not recoverable
from commercial insurance are shown in Table 9.

Mortgagee insurance providing coverage when
marine policies are invalidated was renewed on
April 1, 1971, at expiring premium rates on ships
owned by unsubsidized operators who have mort-
gages insured under Title XI. Owners of 67 vessels
were covered. Primary coverage was placed in the
American market to the extent of 35.5 percent, the
maximum available. The excess coverage over $13
million per vessel was placed in the American market
to the extent of 5 percent. The balance of both pri-
mary and excess coverage was placed in the British
market. The mortgagor pays the insurance premium.

The Maritime Administration determines whether
the insurance placed in commercial markets by mort-
gagors of ships on which the Government holds or
insures mortgages, by charterers of Government-
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TABLE 10-—Marine and War Risk
Insurance Approved

Fiseal Year 1971

Percentage
Ameri- Foreign
Kind of Insurance Total Amount can
Marine Hull_________ $2,389, 506,000 64 36
Marine Protection
and Indemnity_____ 2,123,305,000 48 52
War Risk Hull_______ 2,072,039,000 9 91
War Risk Protection
and Indemnity_____ 2,048,464,000 9 91

owned ships, and by subsidized operators of ships,
complies with the contract requirements. See Table
10 for insurance amounts approved during fiscal year
1971.



CIVIL RIGHTS

he Maritime Administration is charged with as-

suring equal employment opportunity in the
shipping, shipbuilding, and ship repair industries lo-
cated in coastal states. This jurisdiction includes sub-
sidized and unsubsidized operators in the foreign
trade, coastal and domestic operators, and stevedore
firms, as well as all vessel construction and repair
yards.

Concentrating on auditing the equal employment
practices of the major firms in each category, the
Agency has made significant progress in increasing
minority representation in these fields, as well as
opening previously closed job categories to minori-
ties.

e Affirmative Action Plans
]:n the auditing process, primary emphasis is
placed on the development of realistic goals and
timetables for increasing minority representation at
all job levels through improved recruiting, place-
ment, upgrading, and promotion policies. In the re-
sulting affirmative action plans, where appropriate,
provisions are included to relieve the present effects
of past discrimination by allowing minority employ-
ees to shift to jobs in which there had previously
been little or no minority representation, without loss
of seniority or earnings.
While the prior fiscal year’s efforts had been fo-
cused on the shipbuilding industry, the Agency’s ac-
tivities during fiscal year 1971 were broadened to
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encompass more shipping lines. Action plans cover-
ing non-casual jobs were developed by 61 operators.
These plans call for increasing minority representa-
tion to 12 percent by the end of calendar year 1972.

One debarment notice was issued during the year.
Hearings on this case were in progress at the end of
the fiscal year.

® §tatistical Trends

Minority representation in the major shipyards
over the last two years has increased from 17
percent to 18.5 percent. The emphasis on placing mi-
nority workers in skilled jobs resulted in increasing
the participation rate for minority employees in these
jobs from 15.7 to 17.1 percent. Some of this im-
provement resulted from efforts to obtain relief for
those suffering the present effects of past discrimina-
tion.

An increase of 2.3 percent was recorded in minor-
ity participation in white-collar shipyard jobs in the
last two years.

Overall, minority employment ratios in the ship-
yards exceed the ratio of minority workers in the
labor market, with the exception of Gulf Coast ship-
yards. Affirmative action commitments from Gulf
Coast yards will remedy this deficiency.

The minority participation rate in white-collar jobs
in the shipping industry rose in the same time period
from 5.5 to 9 percent, with present affirmative action



plans indicating that the 12 percent mark will be
achieved by the end of calendar year 1972.

e Training

n the past two years, shipyards have received
more than $2 million to provide training for 1,850
hard-core unemployed and underemployed workers,

with $932,000 of this total being furnished during
the last fiscal year. An additional $400,000 was al-
lotted for shipyards to provide on-the-job training for
380 trainees under the Manpower Development
Training Act. Two hundred of these trainees met the
requirements of the Act and were placed in shipyards.
At the end of the fiscal year, requests for the alloca-
tion of 1,500 training positions to shipyards were
pending the approval of the Department of Labor.

Because of on-the-job training provided by the Manpower Development Training
Act, 200 trainees were placed in positions at U. S. shipyards.
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he Office of Policy and Plans provides capabili-

ties for long-term and mid-term planning, pro-
gram/budgeting, economics and operations analysis,
program evaluation, and special studies in support of
legislation and day-to-day management. Major study
initiatives during fiscal year 1971 were in the areas
of labor relations, NATO planning, and an analysis
of military sealift procurement practices. A signifi-
cant contribution was made to the revision and up-
dating of NATO military plans for Navy control and
protection of shipping in time of war. Studies have
also been initiated in the areas of trade forecasting,
balance of payments, collective bargaining informa-
tion, tax incentives, military uses of merchant ships,
and general development of marine resources.

® Program Planning

more effective coordination of the Maritime Ad-
ministration’s planning, programming and bud-
geting systems was provided through the transfer of
the Agency’s budget function to the Office of Policy
and Plans. Program Planning and Budgeting (PPB)
teams were established, composed of program and
budget analyses with responsibility for designated
budget appropriations and PPB entity programs. The
Division of Programs was reorganized to provide for
coordination of overall program formulation through
preparation of the Program Memorandum, a single
consolidated detailed statement of agency objectives.
Program evaluation was formally instituted through
the establishment of a new maritime program prog-
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ress analysis system. A Division of Budget and Con-
trols was established to control and report on budget
obligations and expenditures against pre-established
program cost plans. This reorganization links to-
gether the planning of programs, allocation of re-
sources, control of expenditures and analysis of pro-
gram achievement.

During fiscal year 1971 a schedule of regular
management reviews was instituted as an aid to im-
proved control of the Agency’s budget obligations
and outlays. PPB teams prepare monthly status re-
ports for their respective appropriations, which offer
the Agency management a rapid and current over-
view of obligation and outlay performance against a
plan.

e Economic and Analytic Studies

hree major projects undertaken to assist the

Maritime Administration in implementing the
Merchant Marine Act of 1970 were: 1) Sealift Pro-
curement Analysis and Review (SPAR); 2) Project
#72 (Computerized forecasts of certain maritime
data); and 3) U.S. Seaborne Trade 1970—1990.

Sealift Procurement Analysis and Review (SPAR)

During fiscal year 1971, the Sealift Procurement
Analysis and Review (SPAR) Study was undertaken
to determine whether the rates paid for the transpor-
tation of military cargo in berth services had fallen to
noncompensatory levels, and if so, whether this was
attributable to the Department of Defense (DOD)



system of competitive negotiated procurement. The
study was conducted by the Maritime Administra-
tion, jointly sponsored by the Federal Maritime
Commission and participated in by the eleven steam-
ship operators who carried the major portion of the
less than full shipload lots of military cargo during
fiscal years 1969 and 1970. It was expanded to ex-
amine the entire subject of military sealift procure-
ment, including rate levels, alternative methods of
procurement and projections of the U.S. Merchant

Marine capacity to meet future national security re-
quirements. Preliminary results have indicated that
military cargoes have been carried by U.S.-flag ships
at a financial loss and that a shortfall exists in the area
of emergency sealift capability. These findings have
prompted further analysis of the entire area of mili-
tary sealift procurement by DOD in conjunction with
the Maritime Administration and other Government
agencies.

Military cargo being driven off a Roll-on/Roll-off American-flag vessel. This type of vessel expands military sealift capa-
bilities by proving rapid loading and discharge of military cargoes.

Profect #72

Project #72 consists of three independent com-
puter programs which are designed to provide the
Maritime Administration and maritime management
and labor with data concerning the future composi-
tion of the U.S.-flag fleet, the costs of labor/manage-
ment contract specifications, and the status of union
pension funds.

The “Fleet Forecast” computer program enables
the user to obtain information concerning the charac-
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teristics of the U.S.-flag fleet under a variety of dif-
ferent policy assumptions concerning the age of ves-
sels to be retired and the extent of building under the
President’s new maritime program. The effect of
these planning assumptions upon seagoing manpower
requirements, fleet capacity, subsidy expenditures,
and wage costs may then be calculated, given this
expected fleet composition.

The “Maritime Contract Impact System” program
calculates the labor costs per voyage day for a single
U S.-flag merchant ship, employing the results of the



fleet forecast and hypothetical labor/management
contract terms as input. This program will facilitate
the calculation and evaluation of the costs of pro-
posed labor contract provisions.

The third program, “UN-72,” has been designed
to evaluate the present or proposed pension funds of
seagoing unions, as to expected liabilities for pay-
ments to beneficiaries and income required to meet
such liabilities. The program describes each fund by:
the entry, death, disability, and overall withdrawal
rates of workers; the death rate of pensioners; the
year-by-year forecast of man-days of work to be
performed by the union membership; the long run
forecast of years of service credit for calendar years
in the work force; and other assumptions, such as
return on investment, which may influence the future
status of the pension fund.

U.S. Seaborne Trade 1970-1990

This project was initiated in response to the con-
tinuing need for a reliable tool with which to predict
U.S. foreign trade. A data base has now been estab-
lished which is composed of detailed U.S. foreign
trade statistics and a computerized routine has been
developed that will forecast U.S. foreign trade in a
form which will be useful for maritime policy plan-
ning. To date the system has been used to project
trade for the periods 1970-75, 1975-85, and
1985-90. This time span is particularly relevant in
terms of ship construction planning and represents a
departure from most current work which normally
includes shorter term predictions.

e Emergency Readiness

gency preparedness for continuity of operations

under emergency conditions was improved. Per-

sonnel relocation plans were updated and a train-
ing program was instituted for specialized cadres.
The readiness level of emergency operating facilities
of the Maritime Administration was substantially up-
graded in terms of furnishings and personnel sub-
sistence items. An emergency records review pro-
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gram was implemented to assure continuous availa-
bility of essential records at emergency operating
centers. Guidelists of emergency measures were es-
tablished for consideration and implementation as
appropriate at various stages of emergency.

U.S. port entities continued to receive assistance in
developing and upgrading port emergency plans and
procedures. Special studies were undertaken and
plans initiated to improve federal assistance and re-
covery plans for port areas stricken by hurricanes
and other causes of natural disasters. Participation in
interagency disaster assistance study groups contin-
ued at the national and local field levels.

The Maritime Administration participated in na-
tional and international exercises and tests of civil
emergency plans which were conducted during the
year. Substantial support was given those involving
Government continuity, use of ocean shipping re-
sources and the coordination of transportation sys-
tems. The post-exercise analysis of these activities
provided a basis for strengthening internal plans and
for improving those which interface with other agen-
cies. New techniques and procedures were developed
for rapid assessment of the U.S. merchant fleet and
its cargo lift capacity following a nuclear attack.

The National Defense Executive Reserve unit was
reorganized to provide a more effective capability for
responding to the Agency’s immediate needs in a na-
tional defense emergency. The overall complement
was reduced from 360 to 200 positions and limited
to operational units that would be activated during
the early stages of an emergency situation. The Exec-
utive Reserve organization consists of private indus-
try port and shipping officials who are recruited and
trained to assume Federal assignments under mobili-
zation conditions.

Maritime Administration representatives cooper-
ated with the Department of the Navy and NATO
naval commands in an extensive review and updating
of military plans and related documents pertaining to
the protection and control of merchant shipping in
time of war and periods of rising international
tension.



RESEARCH AND DEVELOPMENT

he Maritime Administration’s Research and De-

velopment (R&D) efforts offer significant oppor-
tunities to achieve greater productivity of the U.S.
Merchant Marine. The objective is to formulate and
manage a timely, far-reaching and technologically
based program which will improve the competitive
position of the U.S. Merchant Marine and lead to
reduction to both construction and operating subsi-
dies. The program projects are principally directed at
improving U.S. shipbuilding efficiency and the devel-
opment of advanced, more productive ships and
shipping systems with lower life cycle costs.

Fiscal year 1971 was a year of program initiation
with scope of its programs to be extended and broad-
ened in fiscal year 1972. Fifteen key programs based
on national objectives and priorities as expressed by
maritime legislation and the President’s messages
have been established and a large number of projects
under these programs are already being implemented
through industrial contractors and within the Gov-
ernment.

Approximately 60 contracts ranging from systems
analysis and requirements studies to development of
major hardware and ship systems are underway in
the three principal areas of advanced ship develop-
ment, ship operations and maritime technology, in-
cluding projects in preventing and controlling ocean
pollution resulting from ship operations.

Advanced equipments are already being tested in
27 major seagoing vessels involving 14 separate op-
erators.

Additionally, programs have been established with
related marine-oriented agencies such as National
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Oceanic and Atmospheric Administration, Depart-
ment of Housing and Urban Development, Depart-
ment of the Navy, National Aeronautics and Space
Administration, Smithsonian Institute, and Coast
Guard. Also, government/industry coordination has
been achieved subsequent to the Woods Hole Con-
ference through R&D councils with shipyards, opera-
ting shipping lines and universities.

Significant progress has been made in cost-sharing
major contracts initiated in 1971 with industry, thus
extending the R&D impact of Government expendi-
tures and encouraging participation of the maritime
industry in moving toward being more technologi-
cally based and innovative.

A broader national scope has been developed
through establishment of R&D centers and laborato-
ries, the initiation of a maritime R&D information
service, and Ships-of-Opportunity Program.

Internally, a system of technical analysis and
cost/benefit analysis was devised to evaluate pro-
grams and establish program priorities. The Agency’s
R&D Major Program Issue Study was favorably re-
ceived by the Office of Management and Budget as a
model for Government R&D program formulation.

Most of the R&D projects will result in practical
applications in the near-term (three-five year) pe-
riod. They are, therefore, programmed to be contin-
ued throughout fiscal year 1972 and fiscal year 1973
in a phased process through the research and devel-
opment cycle. During fiscal year 1972 and 1973
many of the R&D projects will have passed through
the concept development, feasibility studies and engi-
neering development phases. Fiscal year 1973 em-



phasis will be on the hardware development and test-
ing phase of the cycle and will bring to fruition a
larger number of the programs started in the two
previous years,

“he Shipbuilding Improvement Program provides
the near-term research support to the Maritime
Administration’s ship construction program for
the 1970’s. The objective of the program is to de-
velop low cost, advanced techniques in the design
and construction of ships.

Through participation of the shipbuilders in the
formulation and planning of shipyard improvements,
the program will provide the vehicle for implement-
ing these improvements. Thus, the program will sup-
port the productivity gains required by shipyards to
achieve the President’s goal of reducing the construc-
tion-differential subsidy rate to 35 percent by 1976.
Modifications in ship design practice and regulations
as well as increased standardization and development
of advanced, automated shipyard equipment are
aimed towards a near-term objective of reducing the
U.S. cost of building ships by 15 percent. A total
reduction in U.S. ship costs of from $1.5 million to
$2.5 million per ship can be expected.

e Competitive Nuclear Propulsion Systems

he objectives of this program in fiscal year 1971

have been to define the role of nuclear propul-
sion in merchant shipping and to develop a detailed
conceptual design of one or more standardized nu-
clear propulsion systems, adaptable to a variety of
ship applications, which will afford superior eco-
nomic performance relative to competing fossil
fueled propulsion systems. The program draws heav-
ily on design concepts and components developed
and proven in the central station nuclear industry in
the past decade, thus eliminating any need for a
land-based prototype reactor program prior to intro-
duction of nuclear propulsion in the commercial
fleet. Primary emphasis has been placed on reduction
of capital cost through standardization and value en-
gineering of the basic design, followed by industrial
engineering to identify additional cost reductions
achievable in series production.

The fiscal year 1971 phase of this effort has indi-
cated considerable promise for economic superiority
of nuclear over fossil fueled steam turbine propulsion
systems in the high power range, above 100,000
shaft horsepower (SHP), and has identified further
improvements in the competitive position of nuclear
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propulsion as the result of value engineering and
industrial engineering. Large markets are expected in
the size vessels using the high power levels for which
nuclear propulsion has the advantage.

In fiscal year 1972 efforts will be directed toward
completing the last nuclear plant engineering which
remains to be accomplished in order to bring the
nuclear propulsion system to the point where U.S.
operators and shipyards could enter into a ship con-
struction contract. This last phase will provide a fully
engineered nuclear propulsion system design package
with bid plans and specifications useful to industry,
both for U.S. ship operators and possible foreign
markets.

e Advanced M:

e Transmissions

he development of transmission that will be com-

patible with advanced marine power systems,
in particular with marine gas turbines and contra-
rotating propellers, is essential to the new maritime
program. A contract was awarded to Curtiss Wright
Corp. during the year to develop two efficient, light-
weight and high power transmissions, utilizing plane-
tary gears, a 40,000 SHP two-stage system and a
60,000 SHP contra-rotating system. Both transmis-
sions will have reversing capability. This capability
offers a very substantial pay-off for the ships that will
be built in this decade. The four-year $7 million
contract will deliver two transmission units of each
type ready for installation and testing at sea. The
contractor is sharing $3 million or 43 percent of the
cost.

e Automated Shipping Systems

Projects are already underway in developing ad-
vanced conning systems, satellite navigation,/com-

munications systems and competitive maintenance

and repair.

The development of an integrated bridge control
system incorporating standard and advanced technol-
ogy components is the objective of the advanced
conning system project. The basic design will utilize
human factor engineering to simplify the conning
function. The bridge console will include a Collision
Avoidance System, automatic satellite position fixing
and track plotting, Loran and Decca navigation sys-
tems and the steering station (helm). The required
equipment has been ordered and fabrication of the
consoles by Bath Iron Works is underway.

In satellite navigation/communications, various

efforts have included evaluation by United States
Lines/ITT of dual-channel receivers to be used in



conjunction with the Navy’s “Transit” Satellite; de-
velopment and demonstration by Applied Informa-
tion Industries (AII) of advanced, computerized sat-
ellite communications hardware and techniques em-
ploying UHF transmission and the investigation of
application of such a system to shore-based ship
management and control. A second phase of this
project is also in progress to implement a prototype
shoreside control center which will lead to advanced
low-cost ship terminals, improved traffic control and
ship management.

In the area of advanced maintenance and repair,
projects are now in progress to develop technology
and systems to eliminate unscheduled ship down-
time due to equipment failure. The Vibration Analy-
sis and Deviation Concept (VIDEC) is the active
project in this area. The VIDEC concept involves
automatic monitoring of machinery vibration and
power plant performance parameters which in turn
are displayed to the operator in such a way as to
indicate trends in equipment degradation. Initial
studies have been completed and negotiation of hard-
ware contracts is underway.

e Tug-Barge Systems

he tug-barge concept for transocean capability

has emerged as a very definite prospect for com-
petitive world trade. However, technical problems
must be solved before the practical application of the
concept can be implemented. Projects presently un-
derway are concerned with the linkage problems be-
tween the tug and the barge and hydrodynamic ef-
fects on the combination.

Ingram Ocean Systems, Inc. is conducting full
scale structural tests by instrumenting an 11,000 HP
tug and 33,000 DWT barge to determine the forces
and motions that are encountered in open sea opera-
tion and to determine how these correspond with
model test data. The information gained will provide
guidance for future tug-barge model tests, and, even-
tually, for the design of future tug-barge systems.

e Offshore Terminals

"Ihe growth of giant tankers and the problem of sea
pollution have led to an examination of the po-
tential of offshore terminals to satisfy such needs. It
is believed that deep draft ships which cannot use
present U.S. harbors can, nevertheless, provide eco-
nomic advantages over smaller, shallow draft ships if
suitable offshore terminals can be devised for dis-
charge and loading of cargo. Although the economic
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aspects of the problem have not been fully analyzed,
such offshore terminals and large ships show promise
of extremely large benefits. Today, U.S. industry is
denied economics inherent in the use of supersize
bulk carriers because such ships cannot enter U.S.
ports fully loaded. For example, channel depths now
hold carriers entering Delaware Bay to about 60,000
DWT. By 1980 approximately 70 percent of the
world’s tankers will exceed 200,000 DWT. The
movement of cargoes in one of these supersized ves-
sels from the Persian Gulf to Delaware Bay could
result in a savings of 55 cents per barrel. The present
emphasis in this program area is an evaluation of
various offshore terminal concepts by industry. The
ultimate objective, after Government funding of con-
ceptual studies and system analyses, is to help pri-
vate industry develop a prototype offshore oil termi-
nal to handle supersize bulk carriers.

The tug MV MARTHA INGRAM moves into position to
couple with a 33,000 dwt. oceangoing barge. A rigid linking
system makes this tug-barge system capable of ocean trans-
port.
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e Pollution Abatement

he research effort in the area of pollution abate-
| ment has been directed toward developing equip-
ment to separate oil from ballast water and in-
strumentation to monitor the water as it is being
discharged. Contracted projects underway in fiscal
year 1971 include: (1) Aqua Chem oil water sepa-
rator testing aboard SS GERFKING; (2) Esso Re-
search and Engineering Pollution Control and Pre-
vention Program; (3) Hydronautics oily water sepa-
rator development; (4) shipboard separator test su-
pervision and evaluation by USNSRDL, Annapolis;
and (5) State-of-the-Art survey of ship sewage treat-
ment systems by the National Academy of Sciences.
Plans are being made to establish a pollution abate-
ment equipment test laboratory at the new National
Maritime Research Center at King’s Point.

e National Maritime Research Center
(NMRC)

he National Maritime Research Center was

dedicated on June 9, 1971, at King’s Point. Its
objective is to support and augment the Maritime
Administration’s R&D activities. Facilities presently
identified for the Center include a ship control simu-
lator and pollution control laboratory. Other activi-
ties include ship productivity studies and the Ships-
of-Opportunity Program.

The ship control research and training simulator
will aid in developing improved ship operations and
traffic control. It will stress collision avoidance and
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