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Sirs:

It is my honor to submit the annual report of the Maritime Administration
for fiscal year 1978.

The report describes in detail the Agency's activities to promote and
strengthen the American merchant marine. Among the -highlights during
the year were the following:

* The cargo-carrying capacity of the privately owned deepdraft
U.S. merchant fleet reached a record 21.6 million deadweight tonms.

* New merchant vessels under construction or on order at private
American shipyards on September 30, 1978, totaled 48 (with a
contract value of $3 billion), down from the previous year but
still second only to Japan among the world's shipbuilding nations.

* Twenty new vessels were delivered by private U.S. yards in this
reporting period--near the 5-year average. But new orders
declined, portending employment difficulties for some builders
in the near future.

* Federal assistance totaling $472.5 million was provided to American
ship operators and builders to help them achieve operational/
construction cost parity with their foreign counterparts.

* Industry assumed a significant portion of the funding in the cost-
shared Federal research and development effort to advance the
technology and productivity of all segments of the merchant marine.

The report indicates that, while this vital and cyclical industry--in

this as in other maritime nations--remained on the down side of the cycle,
the Administration's initiatives and Congress' action in fiscal year 1978
hold the promise of achieving a cohesive national policy and a unified
approach which can ensure greater progress for the U.S. merchant marine

in the 1980s.

Sincerely,

G s 4

< Secretary of Commerce

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

By Robert J. Blackwell

ASSISTANT SECRETARY
FOR MARITIME AFFAIRS

Since the founding of this Republic,
waterborne commerce has served as
our basic lifeline, sustaining our
Nation’s economic vitality and help-
ing to assure our national security.

The promotion of the U.S. mer-
chant marine and America’s private
shipbuilding industry, in pursuit of
the Government’s dual objectives to
maintain this ocean lifeline, is the
mission of the Maritime Administra-
tion (MarAd), an Agency of the U.S.
Department of Commerce since 1950.

Mission and Programs

In carrying out its mission, MarAd
administers financial assistance pro-
grams for shipbuilders and ship
operators; sponsors cost-shared re-
search and development to advance
the technology, competitiveness, and
productivity of the maritime industry;
develops promotional programs to
generate shipper support for U.S.-flag
vessels; promotes port development,
domestic shipping, and minority
business enterprise in the maritime
industry; negotiates international
maritime agreements and participates
in international maritime forums;
operates the U.S. Merchant Marine
Academy at Kings Point, N.Y., and
provides other maritime manpower
training; and maintains a reserve fleet
of merchant vessels for defense
mobilization purposes at three sites
on the East, Gulf, and West Coasts.

Workmen (bottom right) are

dwarfed by propeller, of type used in
America’s very large crude carriers.
This one weighs 135,870 pounds and is
30 feet in diameter.

Industry Status

In fiscal year 1978 the U.S. mari-
time industry remained under the
adverse influence of the global ship-
ping and economic recession stem-
ming from the quadrupling of
petroleum prices which followed the
1973-74 oil embargo. it also was
adversely affected by some relatively
new competitive factors on our
essential foreign trade routes.

Basically, the problem remained
one of more ships than cargoes avail-
able in international shipping in most
of the world. This situation, as it
relates to the United States—and to
our traditional trading partners, be-
came more difficult during this
reporting period as a result of the
rapid growth and the rate-cutting
practices of government-owned and
other foreign merchant fleets—chiefly
cross-traders—competing for cargoes
in the U.S. export-import shipping
market.

Overtonnaging and unfair rate
practices in our transpacific trade
were responsible, in part, for the
bankruptcy of one U.S.-flag liner
company and caused financial diffi-
culties for others in FY 1978.

The United States remains the
world’s largest trading nation. In
calendar year 1977, oceanborne ex-
ports and imports (total commercial
cargoes in the U.S. foreign trade)
reached 775.3 million tons, valued at
$171.2 billion. Both were record
highs.

The American-flag share of our
total foreign cargoes declined in 1977
but in the liner segment of this trade
the U.S.-flag share remained at about
30 percent—8 percentage points
above the level of the early 1970s.

The U.S. foreign trade charter
market continued to be dominated by
foreign-flag carriers. Only 3.5 percent
of the petroleum and other bulk
cargoes that moved in our 1977
foreign trade was carried by U.S.-
flag tankers. U.S.-flag carriage of all
other nonliner tonnage in our export/
import trade (mostly dry-bulk)
amounted to 2 percent.

At the end of the fiscal year 48 new
merchant ships were under construc-
tion or on order in yards of the
private U.S. shipbuilding industry,
second only to Japan among the
shipbuilding nations of the world.

While the U.S. orderbook declined
from 60 a year earlier and some yards
face an uncertain employment future,
the American industry’s position was
relatively good compared to the
situation abroad. The world order-
book as of September 30, 1978, was
at its lowest level since 1965.

Tanker Situation Improves

In FY 1978 there were relatively
significant improvements in the U.S.-
flag tanker fleet, both in size and
employment.

Twelve of the 20 new, deepdraft
vessels delivered by private U.S. yards
were crude oil or product tankers
and 4 were liquefied natural gas
(LNG) carriers. The 12 new oil/
product carriers, totaling 1,541,900
deadweight tons (dwt.), comprise one
of the largest yearly increases in
carrying capacity ever added to the
U.S.-flag tanker fleet, although its
overall capacity remains far short of
the Nation’s economic and security
requirements.

Operationally, the American-flag
tanker fleet—bolstered by the Alaskan
oil trade and imports of oil for the
U.S. Strategic Petroleum Reserve pro-
gram—was nearly 100 percent
employed in FY 1978. In contrast,
large segments of the tanker fleet
elsewhere around the globe con-
tinued in layup. Although the world
tanker glut eased in this reporting
period, the future of the oil charter
market was clouded generally by
uncertainties in the pricing of petro-
leum and attendant national policy,
production, and political consider-
ations of key producing countries in
the Middle East and elsewhere.




Other Positive Signs

Despite its diverse problems, there
were a number of other encouraging
developments in the American
maritime industry in FY 1978.

The U.S. merchant fleet and ship-
building industry’s overall position,
relative rank, and generally superior
technology were maintained.

The privately owned, deepdraft
U.S. merchant fleet (oceangoing and
Great Lakes) reached a record cargo-
carrying capacity of 21.6 million dwt.

The infusion of larger, faster, high-
technology vessels in the fleet is
largely the result of expanded Federal
financial assistance and research and
development (R&D) programs author-
ized by the Merchant Marine Act of
1970.

R&D projects were given a high
priority by the Maritime Administra-
tion and cost-sharing in research by
the maritime industry continued at a
high level in FY 1978. This compre-
hensive effort has greatly enhanced
the productivity and competitiveness
not only of U.S. merchant ships but
also America’s shipyards, ports, and
terminals.

In FY 1978 the Administration’s
maritime policy initiatives and the
passage of significant, new legislation
by the Congress, with commendable
unanimity on the part of maritime
labor and management, combined to
improve the outlook for the industry,
with the prospects for greater
progress in the months ahead.

National Policy Review

U.S. maritime policies and pro-
grams underwent a comprehensive
review at the direction of the Presi-
dent. This examination, by an inter-
agency task force, was initiated in
March 1978 and was continuing at
the end of this reporting period. The
study covers the promotional pro-
grams of the Maritime Administration
as well as the regulatory aspects of
ocean shipping.

During the year also the Congress
took note of the need for expanded

statutory authority in Federal shipping

regulations. It passed, and the Presi-
dent signed, the Ocean Shipping
Act of 1978, better known as the
State-Controlled Carrier Act, which
provides a means to end the unfair
rate-setting practices by ship oper-
ators of the Eastern bloc and other
government-owned fleets.

Dry-Bulk Initiatives

In the promotional sector the
Maritime Administration intensified
its efforts to improve the U.S.-flag’s
currently critical position in the world
charter market. Dry-bulk commod-
ities constitute over 40 percent of
our total U.S. foreign tonnage, yet
U.S.-flag ships carry less than 2 per-
cent of these cargoes.

MarAd has under consideration,
among others, proposed regulatory
changes to remove some of the con-
straints which currently deter poten-
tial applicants for Federal financial
assistance from building U.S.-flag
dry-bulk vessels.




LNG ARIES, second liquefied natural
gas carrier to be delivered by General
Dynamics” Quincy (Mass.)
Shipbuilding Division, squeezes
through drawbridge after completing
her sea trials. Huge ship, with capacity
of 125,000 cubic meters, will be
operated under U.S. flag, carrying LNG
from Indonesia to Japan.

In addition, during the year MarAd
awarded a contract for the develop-
ment of standard bulk carrier designs,
and engaged in discussions with
potential operators, shippers, and
investors in an effort to solve other
dry-bulk problems.

If a viable dry-bulk program
emerges from these FY 78 initiatives
and future initiatives, it is anticipated
that significant, new dry-bulk con-
struction—in the range of three to five
ships a year—could emerge in the
near term. There were only 15 active,
privately owned dry-bulk ships in the
U.S.-flag oceangoing fleet on
September 30, 1978. (Additional in-
formation on the charter/dry-bulk
market is included in Chapter 2.)

The Agency’s objectives in this
priority program—as in others detailed
in this annual report—are to develop,
promote, and maintain an American
merchant marine that is in the best
interest of the national economy and
security at all times—a viable com-
mercial asset in times of peace,
readily available as the Nation's
fourth arm of defense in times of
peril.







Chapter 1
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Contract Awards

During fiscal year 1978 the Mari-
time Administration (MarAd) granted
construction-differential subsidy
(CDS) for three new, highly produc-
tive liner vessels with a total contract
value of $152.9 million. Of this
amount, the Government will pay
$71.6 million, including the cost of
national defense features incorpo-
rated in the ships. The ships include
two combination container/lighter-
aboard-ship (LASH) vessels of 40,921
deadweight tons (dwt.) each for
Waterman Steamship Corp. and one
self-propelled, oceangoing Roll-On/
Roll-Off (RO/RO) barge of 4,700
dwt. for Cumberland Shipping Co.
(See Table 1 for FY 1978 contract
awards and vessels under CDS con-
tracts on September 30, 1978.)

In addition to CDS awards for the
three merchant vessels, MarAd
awarded a $2,875,000 contract for a
crabber/trawler research vessel to be
built for the National Oceanic and
Atmospheric Administration, a sister

agency in the Commerce Department.

Bender Welding and Machine Co.,
Inc., received the contract under the

Motor Vessel AMERICA, built with
Federal subsidy, is launched at
Equitable Shipyard, Madisonville, La.
First of three 2,200-deadweight ton
multipurpose cargo vessels, AMERICA
will be operated by new U.S. liner
company, American Atlantic Shipping,
Inc., in Caribbean, Central and South
American trades.

Economy Act of 1932, MarAd
designed the 127-foot, multipurpose
vessel in FY 1977 and, under the
interagency agreement, will monitor
its construction progress through
acceptance trials and delivery.

Private contracts were awarded in
FY 1978 for the nonsubsidized con-
struction of nine vessels totaling
182,200 dwt. and including two
product tankers, one containership,
two self-unloading Great Lakes bulk
carriers, and four large self-propelled
hopper dredges (see Table 2).

As of September 30, 1978, there
were 48 new merchant vessels, with a
total contract value of $3.1 billion
and a total of 3.5 million dwt., on
U.S. shipyard orderbooks. This com-
pared to 60 vessels a year earlier. Of
the 48 vessels, 24 were being built
with CDS and 22 of those also were
under Federal Ship Financing (Title
X1) Guarantees. In addition, 11 of the
remaining 24, privately financed ves-
sels carry Title XI guarantees (for a
total of 33 covered by that program).

As of September 30, 1978, 26 off-
shore oil-drilling rigs were on order or
in production in five U.S. shipyards,
compared to 15 units a year earlier.

There was one major cancellation
during the year. On July 7, 1978,
Zapata Ocean Carriers, Inc., Newport
News Shipbuilding & Dry Dock Co.,
and the Maritime Administration
agreed to cancel a contract for a
390,770-dwt. ultra-large crude carrier
(ULCC) ordered from the Newport
News shipyard. The ship was to have
been built with construction-
differential subsidy and Title XI
mortgage guarantees which had been
approved in 1974. At the time of the
contract award the price of the vessel,
including national defense features,
was $136.6 million, with CDS
amounting to $53 million.

Construction Subsidy

To reduce or eliminate the cost
disparity which exists between U.S.
and foreign shipbuilding prices,
MarAd is authorized to pay a con-
struction-differential subsidy.

This subsidy is the difference be-
tween the shipbuilding costs in an
American shipyard and the estimated
cost of constructing the same ship in
a foreign shipyard, but may not in any
case exceed 50 percent of the
domestic shipbuilding costs. (See
Appendix | for CDS expenditures
since 1936.)

To be eligible for CDS, a vessel
must be built in an American ship-
yard, owned by American citizens,
manned by an American crew, and
operated under the U.S. flag in the
Nation’s foreign commerce.

The combined construction costs
of the 24 new vessels on which CDS
was being paid on September 30,
1978, totaled almost $1.7 billion, of
which $552 million will be paid by
the Government. The new vessels
being built with CDS consisted of
seven liquefied natural gas (LNG)
carriers, three tankers, four container-
ships, two LASH vessels, three general
cargo vessels, two integrated tug/
barge vessels, two heavylift cargo
vessels, and one RO/RO barge.

There were 50 CDS applications for
143 new vessels on file at MarAd at
the close of the fiscal year. However,
a number of these applications have
been pending for sometime and,
under current criteria, were con-
sidered dormant (although subject to
reactivation upon request).




Table 1: SHIPS UNDER CDS—SEPTEMBER 30, 1978

Ship
Owner Shipbuilder Type
Contracts Awarded in FY 1978:
Cumberland Shipping Seatrain Shipbuilding RRB
Waterman Steamship Avondaile Shipyards LASH
Total (FY 1978)
Undelivered Vessels Under Contracts
Awarded prior to FY 1978:
American Atlantic Shipping Equitable Shipyards BBC
American Heavy Lift Peterson Builders HL
Coordinated Caribbean Transport Manhattan Barge/Marinette TB
El Paso Arzew Newport News SB & DD LNG
El Paso Columbia Avondale LNG
El Paso Cove Point Avondale LNG
El Paso Howard Boyd Newport News SB & DD LNG
Ei Paso Savannah Avondale LNG
Farrell Lines Bath Iron Works CN
Farrell Lines Bethlehem (Sparrows Point) CN
Fillmore Tanker Seatrain CcoT
Lachmar General Dynamics LNG
VLCC | Newport News SB & DD CcoT
VLCC 1l Newport News SB & DD COoT

Total (Prior to FY 1978)

Total All Ships Under CDS September 30, 1978




Total

Estimated Estimated Estimated Estimated
No. of Total Completion Cost* CDS Cost NDF
Ships Dwt. Date (Millions) (Millions) (Thousands)
1 4,700 12-78 $ 12.8 $ 5.3 $ 43
2 81,842 7-80 140.1 65.7 518
3 86,542 $152.9 $71.0 $561
3 6,660 12-79 28.7 13.9 195
2 5,906 4-79 33.6 14.1 54
2 13,542 1-79 42.4 16.2 -0-
1 63,460 12-78 96.8 25.3 17
1 63,1707 12-79 106.0 17.5 20
1 63,170° 5-79 100.0 16.5 20
1 63,4607 6-79 94.2 24.5 18
1 63,170° 12-78 103.0 17.0 20
2 32,686 2-80 86.4 42.8 182
2 54,680 9-79 156.8 77.8 72
1 225,000 12-78 70.6 28.8 63
2 127,200? 3-80 310.0 79.0 -0-
1 390,770 3-79 139.7 54.1 66
1 390,770 12-79 138.2 53.5 58
21 1,563,644 $1,506.4 $481.0 $ 785
24 1,650,186 $1,659.3 $552.0 $1,346

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

2 125,000 cubic meters per ship.

Key to Ship Types: CN = containership, COT = crude oil tanker, LNG = liquefied natural gas carrier, TB = integrated tug/barge vessel,
BBC = breakbulk carrier, HL = heavylift cargo vessel, LASH = lighter aboard ship, RRB = self-propelled RO/RO barge.




Champagne fills air (above) as SS B.T.
ALASKA is christened in January 1978
at National Steel and Shipbuilding Co.,
San Diego. B.T. ALASKA, shown at
right underway 3 months later with her
first load of Alaskan crude oil, and her
sister ship, B.T. SAN DIECO (delivered
later in 1978) are largest vessels to be
built on West Coast. Both were
designed and built by NASSCO for
General Electric Credit Corp. for
charter by Shell Oil Co. in the Alaska-
lower 48 States oil trade. Participating
in christening ceremony (from left) are
Mrs. William P. Gwinn, sponsor; C.
Larry French, NASSCO president; and
Mrs. john F. Bookout, matron of.
honor.




Table 2: PRIVATE CONSTRUCTION CONTRACTS AWARDED IN FY 1978

Total
Estimated Estimated
No. Total Completion Cost
Owner Shipbuilder Type Vessels  Dwt. Date (Millions)
Matson Navigation Sun Ship Containership 1 26,600 1980 $ 75.5
Sun Ship Affiliate Sun Ship Product Tankers 2 62,000 1979 72.0
interiake S8 Co. Amer. SB Co. Great Lakes
Bulk Carrier 1 61,000 1979 45.0
Cooper SS Co. Bay SB Great Lakes
Bulk Carrier 1 32,600 1980 35.0
North American Trailing Southern SB Dredge 1 N.A. 1979 14.0
Corps of Engineers Norfolk SB Dredge 1 N.A. 1978 14.0
Eagle Dredging Avondale Dredge 1 N.A. 1981 37.9
Corps of Engineers Avondale Dredge 1 N.A, 1981 87.5
Total Private Contracts, FY 1978 9 182,200 $360.9




Ship Deliveries

Twenty new vessels totaling 1.9
million dwt. were delivered by
American shipyards during FY 1978
(see Table 3). Subsidized reconstruc-
tion work was completed on four
additional ships—the AUSTRAL
ENVOY, owned by Farrell Lines, Inc.,
and the GOLDEN BEAR, JAPAN
BEAR, and THOMAS E. CUFFE, owned
by Pacific Far East Line, Inc.

The following four new subsidized
vessels were delivered during the
fiscal year:

B The 265,000-dwt. crude oil tanker
AMERICAN INDEPENDENCE to
Gulf Oil Corp., for worldwide
service;

B The 125,000-cubic-meter liquefied
natural gas carriers LNG ARIES and
LNG CAPRICORN to Wilmington
Trust Co. (for bareboat charter to
Summit I1, Inc., and Summit 111,
Inc., respectively), for service be-
tween Indonesia and Japan; and

B The 125,000-cubic-meter liquefied
natural gas carrier EL PASO
SOUTHERN to El Paso Southern
Tanker Co. for Algeria/U.S. East
Coast service.

Delivery of these four vessels
brought to 46 the number of subsi-
dized ships contracted for and com-
pleted since enactment of the
Merchant Marine Act of 1970. How-
ever, CDS on the LNG ARIES and
LNG CAPRICORN is being repaid in
connection with their entry into
service between Indonesia and Japan.

During the fiscal year U.S. ship-
yards also delivered the following 16
vessels built without subsidy:

@ Four 164,000-dwt. crude oil tankers
to Shipco (for long-term charter to
a subsidiary of Standard Oil Co. of
Ohio (SOHIO) for Alaska/U.S.
West Coast service);

B Three 89,700-dwt. crude oil
tankers for bareboat charter to
Shipmor Associates, for Alaska/
U.S. West Coast service;

B One 188,500-dwt. crude oil tanker
to General Electric Credit Corp. (for
long-term charter to Shell Oil
Co.), for Alaska/U.S. West Coast
service;

& One 125,000-cubic-meter LNG
carrier to Patriot | Shipping Corp.,
for service between Indonesia and
Japan;

# One 118,300-dwt., double-hull
crude oil tanker to Shipco (for
long-term charter to a subsidiary of
SOHIO, for Alaska/U.S. West
Coast service);

B One 35,000-dwt. product tanker
for bareboat charter to Chevron
Shipping Co., for the U.S. Pacific
Coast trade;

& One 10,000-dwt. product tanker
to Cleveland Tankers, Inc., for the
Great Lakes trade;

B One 26,600-dwt. containership to
Matson Navigation Co., for U.S.
West Coast/Hawaii service;

B One 62,600-dwt. self-unloading
bulk carrier to Bethlehem Steel
Corp., for the Great Lakes trade;

B One 23,300-dwt. self-unloading
bulk carrier to American Steamship
Co., for the Great Lakes trade; and

B One 22,500-dwt. integrated tug-
barge to CF Industries, for the U.S.
coastal trade.

Deliveries of merchant vessels by
major shipbuilding nations during
calendar year 1977 are shown in
Table 4.

Title XI Guarantees

Title XI of the Merchant Marine
Act of 1936 established the Federal
Ship Financing Guarantees Program.

As originally enacted, Title X1 au-
thorizes the Secretary of Commerce,
acting by and through the Maritime
Administrator (now the Assistant
Secretary of Commerce for Maritime
Affairs), to insure loans or mortgages
made to finance or refinance the

construction or reconstruction in U.S.
shipyards of American-flag vessels. In
1972, Title XI was amended to pro-
vide direct Government guarantee of
the underlying debt obligations for
future transactions.

In the event of default by the ves-
sel owner, the U.S. Government
insures or guarantees full payment to
the lender of the unpaid principal
and interest of the mortgage or obli-
gation.

During FY 1978 the Agency condi-
tionally approved Title XI guarantees
of $430.7 million covering 275 vessels
(see Table 5). .

Based on previous Title XI commit-
ments, insurance and guarantees were
placed on 421 vessels during FY
1978.

As of September 30, 1978, Title XI
guarantees in force amounted to
nearly $5.7 billion. Pending applica-
tions on that date represented
potentially about $4.6 billion in addi-
tional guarantees (see Table 6).

During this reporting period the
Congress increased the Title XI ceiling
from $7 billion to $10 billion, em-
powering MarAd to guarantee
$9,925,000,000 in merchant vessel
financing (with the balance allocated
for fishing vessels).

The self-sustaining Title XI program
has been one of the most successful
under the 1936 act. Its total costs,
including salaries of the MarAd staff
employed in the merchant ship-
financing program, are underwritten
by fees which are paid by users.
These insurance premiums and guar-
antee fees go into the Federal Ship
Financing Fund, which is a Revolving
Fund for payment of the defaults.

In the 40-year history of the Title
X! program, only 10 companies had
defaulted prior to this reporting
period. In FY 1978 payments of
approximately $104 million were
made to satisfy the Title XI guarantees
on four liner cargo vessels and 802
LASH barges of Pacific Far East Line,
Inc., which was adjudicated as bank-
rupt August 4, 1978. The Agency
expects to recover a substantial por-
tion of these funds upon sale of
these vessels, wtih losses anticipated
at approximately $35 million.

During FY 1978 the Federal Ship
Financing Revolving Fund had total
income of $43,923,741.
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Table 3: NEW SHIPS DELIVERED FROM U.S. SHIPYARDS DURING FY 1978

Owner* Builder Type Vessels
Subsidized

Gulf Oil Corp. Bethlehem (Sparrows Point) Crude Oil Tanker 1
El Paso Southern Tanker Co. Newport News SB & DD LNG Carrier 1
Wilmington Trust Co.

(Summit Ii, Inc.) Gen. Dynamics (Quincy) LNG Carrier 1
Wilmington Trust Co.

(Summit i, Inc.) Gen. Dynamics (Quincy) LNG Carrier 1

Total Subsidized Deliveries 4
Nonsubsidized
SOHIO Subsidiaries Avondale Shipyards Crude Oil Tankers 4
Manufacturers Hanover Trust Co.

(Shipmor Associates) National Steel & SB Crude Oil Tankers 3
General Electric Credit Corp.

(Shell Oil Co.) National Steel & SB Crude Oil Tanker 1
Patriot | Shipping Corp. Gen. Dynamics (Quincy) LNG Carrier 1
SOHIO Subsidiary Sun Ship Crude Qil Tanker 1
Standard Oil Co. of Calif. FMC Product Tanker 1
Cleveland Tankers, Inc. Levingston SB Product Tanker 1
Matson Navigation Co. Bath Iron Works Containership 1
Bethlehem Steel Corp. Bay Shipbuilding Bulk Carrier 1
American Steamship Co. Bay Shipbuilding Bulk Carrier 1
CF Industries Avondale/Peterson Builders Tug/Barge 1

Total Nonsubsi}lized Deliveries 16
Total New Ships Delivered FY 1978 20

* Bareboat charterer is shown in parentheses if owner is a bank.
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Table 4: WORLDWIDE SHIP DELIVERIES—CALENDAR YEAR 1977 (TONNAGE IN THOUSANDS)

Total Combination Bulk
All Types Pass. & Cargo Freighters Carriers Tankers
Country of Construction No. Dwt. No. Dwi. No. Dwt. No. Dwi. No. Dwt.
Total 1,364 44,977.7 4 6.8 684 7,233.7 450 16,218.0 226 21,519.2
United States 17 1,621.8 _ — 2 37.0 — — 15  1,584.8
Brazil 21 544.5 — — 12 98.5 9 445.0 — —_
Denmark 32 1,211.6 1 2.5 20 165.4 5 243.8 6 799.9
France 27  1,555.7 1 7 15 197.5 — — 11 1,357.5
Germany, East 30 387.1 e —_ 28 298.0 4 89.1 —_ e
Germany, West 89  2,248.3 — e 66 702.2 9 586.3 14 959.8
italy 19 1,094.1 — — 5 64.0 5 520.9 9 509.2
Japan 670 19,7444 — — 287 3,453.7 320 10,507.4 63 5,783.3
Korea, South 39 1,173.8 — — 23 307.9 12 273.8 4 592.1
Netherlands 4 275.4 — o 38 195.4 — — 3 80.0
Norway 49 752.8 1 1.7 25 170.1 4 188.6 19 392.4
Poland 30 659.6 — —_ 18 215.4 8 237.6 8 206.86
Spain 60  3,227.7 — — 37 367.0 8 157.3 15 2,703.4
Sweden 32 4,002.4 — — 3 15.1 8 628.5 23 3,358.8
United Kingdom 48  2,466.9 — — 24 350.1 13 549.2 11 1,567.8
U.S.S.R. 31 395.5 —_ — 21 134.1 8 41.2 4 220.2
Yugoslavia 13 682.3 —_ _ 3 45.4 8 575.6 2 61.3
All Others 116 2,933.8 1 1.9 59 415.8 35 1,173.7 21 1,342.3
Table 5: SHIP FINANCING GUARANTEES—COMMITMENTS APPROVED IN FY 1978°
Number Type Company Amount Guaranteed
Deepdraft Vessels:
1 Tanker 667 Leasing Co. $ 42,850,000
2 Cargo Waterman Steamship - 60,000,000
1 Cargo Lawrence Steamship 16,480,882
4 Total Deepdraft Vessels $119,330,882
Other Types:
Ocean:
1 Tug Moody Offshore Inc. $ 1,875,000
12 Barge Construction Aggregates Corp. 1,727,000
1 Barge Montauk Oil Trans. Corp. 4,235,000
1 Barge Cumberland Shipping Co. 6,574,000
8 Barges Ultramar Partners 5,755,000
1 Barge Dillingham Tug & Barge 1,281,000
2 Barges Foss Launch & Tug 2,765,044
1 Tug Morania Tug & Barge, Inc. 1,264,368
1 Barge Morania Tug & Barge, Inc. 1,735,832
3 Barges Marine Leasing Corp. 3,450,000
2 Barges Marine Leasing Corp. 2,542,750
1 Tug Dotco One, inc. 2,247,000
1 Barge Dotco One, Inc. 2,600,000
2 Tugs Robin Towing Corp. 3,655,144
1 Tug Suwannee River Lines, Inc. 9,075,000
1 Barge Suwannee River Lines, Inc. 16,853,000
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Table 5: (Continued)

Number Type Company Amount Guaranteed
1 Tug Suwannee River SPA Lines, Inc. 9,075,000
1 Barge Suwannee River SPA Lines, Inc. 16,853,000
1 Tug Suwannee River Phosphate Lines, Inc. 9,075,000
1 Barge Suwannee River Phosphate Lines, Inc. 16,853,000
29 Total Ocean $119,490,938

River:

58 Barges Union Mechling Corp. $ 11,150,000
40 Barges Port City Barge Line 7,481,000
112 Barges Canal Barge 19,018,000
1 Tug Foss Launch & Tug 1,292,956
2 Barges K.A. Steel Chemicals, Inc. 1,015,000
213 Total River $ 39,956,956
Drill Service:
2 Tug/Supply Vessels Acadian Supply Ships Assoc. $ . 4,467,160
1 Tug/Supply Vessel Offshore Supply Ships 1,650,000
4 Tug/Supply Vessels Arthur Levy Enterprises 7,350,000
3 Tug/Supply Vessels Garber Brothers, Inc. 5,778,000
2 Tug/Supply Vessels Point Marine, Inc. 3,471,000
4 Tug/Supply Vessels Offshore Logistics 10,000,000
2 Tug/Supply Vessels First Seal, Inc. 3,925,250
2 Crew Boats Robin Towing 877,547
20 Total Drill Service $ 37,518,957
Drill Ships:
1 Jackup Drill Rig Storm Marine Ltd. 12,000,000
1 Jackup Drill Rig Western Co. of North America 19,500,000
1 Jackup Drill Rig Western Co. of North America 19,500,000
1 Jackup Drill Rig Chiles Offshore Ltd. 9,941,000
1 Jackup Drill Rig Noble-National Joint Venture 11,256,000
2 Jackup Drill Rigs Inland Well Service, Inc. 7,767,114
7 Total Drill Ships $ 79,964,114

Miscellaneous:

1 Pipelay Barge Pipelines, Inc. of Harvey $ 1,213,013

1 Self-Propelied Hopper Eaglie Dredging Corp. 33,195,000
Suction Dredge

2 Total Miscellaneous $ 34,408,013

275 Total Commitments (All Vessels) $430,669,860

1 Note: Some numbers have been rounded to nearest dollar.
2 Not included in ship count; involved second mortgage.
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Table 6:

(Statutory Limit $9.925 Billion) Principal Liability on September 30, 1978

FEDERAL SHIP FINANCING GUARANTEES (TITLE XI) PROGRAM SUMMARY

Contracts in Force

Applications Pending

Vessels Principal Vessels Principal
Vessel Types Covered Amount* Covered Amount*
Deepdrafi:
Tankers 63 $1,141,749,229 7 $ 369,352,000
Cargo 163 945,652,292 31 706,076,525
LNGs 16 1,395,446,400 21 2,318,710,750
Bulk/OBOs 15 221,791,934 16 219,490,750
Total 257 $3,704,639,855 75 $3,613,630,025
Other:
Drill Rigs/Ships 50 695,787,998 11 177,261,240
Tugs/Barges/Drill Service 2,082 1,134,978,017 350 706,126,367
Miscellaneous 6 80,812,866 9 115,074,760
Total 2,138 $1,911,578,881 370 $ 998,462,367
TOTAL VESSELS 2,395 $5,616,218,736 445 $4,612,092,392
SHIPBOARD LIGHTERS 1,732 $ 62,767,990 0
TOTAL 4,127 $5,678,986,726 445 $4,612,092,392

* Rounded to the nearest dollar.
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Table 7:

CAPITAL CONSTRUCTION FUND HOLDERS—SEPTEMBER 30, 1978

Aeron Marine Shipping Co.

Alaska Aggregate Corp.

Amak Towing Co., Inc.

American President Lines, Inc.

Aquarius Marine Co.

Ashland Oil, inc.

Atlantic Richfield Co.

Atlas Marine Co.

Bankers Trust New York Corp.

Bethlehem Steel Corp.

Bob-Lo Co.

Builtema Dock and Dredge Co.

Campbell Towing Co.

Cement Transit Co.

Central Guif Lines, Inc.

Citimarlease (Burmah 1), Inc.

Citimariease (Burmah Liquegas),
inc.

Citimarlease (Burmah LNG Carrier),
Inc.

Citimarlease (Fulton), Inc.

Citimarlease (Whitney), Inc.

The Cleveland-Cliffs Iron Co.

Coastal Barge Lines, Inc.

Cook Inlet Tug & Barge Co., Inc.

Crowley Maritime Corp.

Delta Steamship Lines, Inc.

Dillingham Tug & Barge Corp.

El Paso Arzew Tanker Co.

El Paso Columbia Tanker Co.

El Paso Cove Point Tanker Co.

El Paso Howard Boyd Tanker Co.
El Paso Savannah Tanker Co.

El Paso Southern Tanker Co.
Erie Navigation Co.

Exxon Corp.

Farrell Lines Inc.

Ford Motor Co.

Foss Alaska Line, Inc.

Foss Launch and Tug Co.

Fred Devine Diving & Salvage, Inc.
GATX Corp.

General Marine, inc.

Globe Seaways, Inc.

The Great Lakes Towing Co.
Hannah Brothers

Hannah Inland Waterways Corp.
Houston Natural Gas Corp.
Inland Steel Co.

Intercontinental Buiktank Corp.
Interstate Marine Transport Co.
Interstate Towing Co.

Luedtke Engineering Co.

Lykes Bros. Steamship Co., Inc.
Madeline Island Ferry Line, Inc.
Marine Leasing Corp.

Matson Navigation Co.

Moore McCormack Resources, Inc.
National Gypsum Co.

Neuman Boat Line, Inc.
Nolty J. Theriot, Inc.
Ocean Tankships Corp.
Oceanic Partners
Ogden Corp.

Oglebay Norton Co.
Ohio Barge Line, Inc.

O.L. Schmidt Barge Lines, Inc.

Overseas Bulktank Corp.
Pacific Far East Line, Inc.

Pacific Towboat & Salvage Co.

Prudential Lines, Inc.

Ritchie Transportation Co.
Robin Towing Corp.

S & E Shipping Corp.

Sun Co., Inc.

TTT, Inc.

Tidewater, Inc.

Transway International Co.
Union Oil of California
United States Lines, Inc.
United States Steel Corp.
United Tanker Corp.

Warrior & Gulf Navigation-Co.
Washington Island Ferry Line
Waterman Steamship Co.
Worth Oil Transport Co.
Young Brothers, Ltd.

Zidell, Inc.
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Capital Construction Fund

Since the Capital Construction
Fund (CCF) Program was established
under the Merchant Marine Act of
1970, CCF has become one of the
major Federal aid programs extended
to the many sectors of the U.S.
merchant marine. CCF assists oper-
ators in accumulating capital to build,
acquire, and reconstruct vessels
through the deferment of Federal in-
come taxes on eligible deposits. With
today’s high costs for ship construc-
tion, the availability of the CCF as a
source of capital has taken on
significant importance.

During the fiscal year $202
million was deposited in these ac-
counts. Since the inception of this
program in the fall of 1971, $1.4
billion has been deposited in CCF
accounts and over $1 billion has been
utilized for the modernization and
expansion of the United States mer-
chant marine.

The CCF program has broad
applicability which enables operators
to build vessels for the U.S. foreign
trade, the Great Lakes trade, the non-
contiguous domestic trade, or the
fisheries of the United States. Thus,
vessels built under this program span
a wide spectrum including large con-
tainer ships, tankers, sophisticated
LNG vessels, self-unloading Great
Lakes bulk carriers, integrated tug/
barge units, offshore vessels, and
barges.

The total value of construction
projects planned by the 86 fund-
holders (listed in Table 7) over the
next 20 years is $6.9 billion. By
operating area, $5.5 billion of con-
struction is projected for the U.S.
foreign trade, $764 million for the
Great Lakes trade, and $601 million
for the noncontiguous domestic
trades.

Construction Reserve Fund

The Construction Reserve Fund
(CRF), like the CCF, encourages the
upgrading of the U.S.-flag fleet. The
CRF program permits eligible parties
to defer the taxation of gain on the
sale or other disposition of a vessel if
the net proceeds from the transaction
are deposited in a CRF and reinvested
in a new vessel within 3 years.
Because its benefits are not so broad
as those of the CCF program, the
CRF is used predominantly by
owners of vessels operated in coast-
wise trades, on the inland waterways,
or in other trades not eligible for the
CCF program.

At the beginning of FY 1978, nine
companies maintained CRFs with a
total balance on deposit of approxi-
mately $6.1 million. Six companies
deposited a total of $1 million during
the fiscal year. Of the depositors,
three companies opened new CRFs
and two firms completed their CRF
objectives and exhausted their funds.
Withdrawals totaled $3.5 million. At
the close of FY 1978, 10 companies
maintained CRF balances totaling
$3.6 million (see Table 8).

Tanker BROOKS RANGE, one of four
165,000-dwt. ships delivered by
Avondale Shipyards to subsidiaries of
Standard Oil Co. (Ohio) in FY 1978.
Built for Alaskan oil trade, all four
utilized Federal ship financing
guarantees provided under Title XI of
Merchant Marine Act of 1936, as
amended.

Capital Reserve Fund

During FY 1978 the sole remaining
Capital Reserve Fund was phased out
and the program terminated, as re-
quired by the Merchant Marine Act
of 1970.

This fund was established by the
1936 act as a tax-deferral program for
operators of U.S.-flag general cargo
and passenger vessels receiving
operating-differential subsidy (ODS).
Those operators were required to
accumulate the capital necessary for
the construction of replacement ves-
sels. They also were allowed to
reconstruct existing subsidized vessels
or use the funds to pay the mortgage
indebtedness on vessels. The Capital
Reserve Fund was available only to
ODS operators and, accordingly, the
program was limited.

The 1970 act, as noted earlier in
this chapter, established the Capital
Construction Fund, replacing the
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Capital Reserve Fund and extending
tax-deferral privileges to the broad
spectrum of U.S.-flag operators, in-
cluding those in the domestic trades.
The law permitted Capital Reserve
Fund holders to convert from the old
to the new system immediately or
after their then-current ODS agree-
ments expired. The last of those con-
tracts expired in FY 1978.

Ship Design and Engineering

As a part of the Agency’s contin-
uing effort to maintain a mobilization
base for merchant shipping in the
event of a national emergency, in
FY 1978 MarAd carried through the
preliminary design phases the devel-
opment of a multipurpose cargo
liner. The purpose of this program is
to develop a modern, standby ship
design which would be suitable for
rapid series construction in the event
of a national emergency.

One of the liner design’s key fea-
tures is flexibility in handling cargo.
It would provide both RO/RO and
lift-on/lift-off access to all cargo
areas of the ship, enabling everything
from small breakbulk lifts to as much
as 140-ton heavy lifts to be handled.
To speed up the load-discharge time
and enhance the handling of mech-
anized military vehicles, sideports
and a slewing stern ramp have been
incorporated in the design.

It also would permit containers to
be handled in cells, as on a con-
tainership, or the same spaces to be
used for RO/RO cargoes.

The hull and engine room have
been designed to accommodate a
range of propulsion plants including
steam turbine, gas turbine, medium-
speed diesel, and slow-speed diesel.

During the year MarAd completed
a model testing program which re-
fined the hull form for high-propul-
sive efficiency and good seakeeping
characteristics. Trial speed exceeds
20 knots for all designs.

Optional configurations and
features for the multipurpose vessel

include a jumbo version which is

derived by inserting a 110-foot mid-
body into the basic ship, more
extensive use of kingposts and booms
in lieu of cranes, an alternative stern
ramp configuration, and a full con-
tainership arrangement. All options of
the multipurpose ship can carry
liquid cargo, such as naval distillates,
permitting underway replenishment
of naval ships.

Planning was initiated during FY
1978 for a Government/Industry
Mobilization Ship Conference, for the
presentation of these designs to the
maritime industry and Department of
Defense officals and to encourage
commercial construction.

The ultimate goal is to build and
operate a prototype in order to as-
sure that a suitable design exists and
can be placed into large-scale pro-
duction on short notice.

During the year MarAd also com-
pleted a conceptual design study that
investigated the utility of the tug-
barge concept as another type of
mobilization ship design. The
mobilization tug-barge concept ap-
pears to be particularly promising for
construction on the Great Lakes.

During FY 1978 MarAd provided
the following ship-design assistance
to other Government agencies:

B A study entitled “Concept Design
of a Fireboat for the Hampton
Roads Area (PD-224)" was com-
pleted for the U.S. Coast Guard.
This design describes a high-speed,
semiplaning, steel-hulled, jet-pro-
pelled fireboat of approximately
100 feet in length. The main fire-
fighting feature is an elevating
tower with a remotely controlled
fire nozzle which makes this vesse!
ideally suited for fighting fires, in-
cluding flaming oil and gas on
tankers with decks high above the
waterline.

B Design work was begun on a 90-
foot fisheries research shrimpboat
for NOAA. (MarAd'’s responsibil-
ities will be similar to those for the
127-foot combination crabber/
trawler discussed above under
Contract Awards.)

@ Design work which began in FY
1977 was completed on an 1,800-
ton Small Waterplane Area Twin
Hull (SWATH) vessel for the U.S.
Naval Sea Systems Command. The
vessel was designed to tow a sonar
for undersea surveillance.

® An analysis was performed on the
Italian oil tanker SS SAN GIUSTO
for the U.S. Department of Justice.
The purpose was to assess the ade-
quacy of the vessel’s mooring
arrangement which, after a squall,
caused winch brakes to give way
during cargo oil transfer and re-
sulted in an oil spill.
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SHIPBUILDING ON GREAT LAKES —
Busy U.S. shipyards on Great Lakes
delivered 3 vessels in 1978 and had 10
others on order or under construction
at year’s end. Much of activity is
centered at Sturgeon Bay, Wis., home
of both Bay Shipbuilding Corp.
(opposite page) and Peterson Builders,
Inc. (right). Aerial view at top left
shows bulk carrier EDWIN H. GOTT
under construction (lower left), LEWIS
WILSON FOY (in next berth), and
BELLE RIVER (far right). Bay
Shipbuilding’s 200-ton Goliath gantry
crane (in detail at lower left) spans
yard’s new 1,150-foot graving dock like
tinkertoy watchdog, while work
proceeds (lower right) on stern section
of 1,000-foot self-unloader like the
giant carriers pictured in aerial. At
Peterson Builders (this page) Motor
Vessel JOHN HENRY undergoes heavy-
lift testing. JOHN HENRY is one of
two heavy-lift cargo vessels being built
by Peterson for American Heavy Lift
Shipping Co., a joint venture of Gulf
Oil Corp. and Hansa Lines.

In support of its ship design and
engineering programs, MarAd main-
tains automated data processing
activities for computer-aided ship de-
sign technical review, as well as
mobilization and ship production
studies. The Agency participates in
computer-aided technology transfer
with private industries and other
Government agencies.

During the fiscal year MarAd took
the following actions pertaining to
U.S.-built ships: (1) published a new
CDS spare-parts allowance policy and
also promulgated a new policy per-
mitting foreign-manufactured
components to be incorporated in
slow-speed marine diesel engines for
ships built with CDS as a transition
measure to achieve full domestic
manufacturing capability; (2) con-
tinued pollution prevention work,
including preparation of a MarAd
publication titled A Study of the
Effect of the Tanker Safety and
Pollution Prevention Conference

on the U.S.-Flag Fleet; and (3)
assisted the U.S. Coast Guard in de-
veloping technical requirements of
collision-avoidance aids for submis-
sion to the Intergovernmental Mari-
time Consultative Organization.

Value Engineering

By promoting the development and
application of design and engineering
innovations, MarAd’s Value Engineer-
ing Program attempts to lower the
cost of ship construction without
impairing essential vessel design
characteristics.

Potential savings of $135,000 were
achieved in FY 1978. Since the pro-
gram’s inception in 1957 cumulative
savings have amounted to $32
million—an average of more than $1.5
million per year.

Shipyard Improvements

Although economic uncertainties
in the worldwide shipbuilding market
continued, in this reporting period
the American shipbuilding and ship

repair industry invested some $176
million in facilities modernization
and capital improvements, and as of
July 1, 1978, planned to spend an
additional $190 million to improve
facilities during the year ending
June 30, 1979.

The Merchant Marine Act of 1970
shifted the emphasis in U.S. shipyard
investments from replacement to
modernization and expansion, with
emphasis recently on expanded ship
repair and conversion facilities. Since
enactment of the act the shipbulding
industry has invested approximately
$1.5 billion in facilities modernization
and improvements, such as new
building basins and floating drydocks,
cranes of unprecedented lifting
capacity, plus the introduction of
automated equipment and highly
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Table 8: CONSTRUCTION RESERVE FUNDS—SEPTEMBER 30, 1978

Company Balance
Asphalt Barge Corporation $ 357,842
Bud’s Boat Rental, Incorporated 70,161
Central Gulf Steamship Corp. 1,000
Gulf Mississippi Marine Corp. 100
Intercity Barge Company, Inc. 55,079
Joan Turecamo, Inc. 332,500
Kathleen Turecamo, inc. 681
Keystone Tankship Corporation 423,376
NMS Chemical Corporation 608,321
National Marine Service Incorporated 1,706,334
Total September 30, 1978 $3,555,3%4
Net Decrease Fiscal Year 1978 $2,532,352

mechanized production systems. Em-
phasis has been on the prefabrication
of large subassemblies and pre-out-
fitting of components using modular
techniques. Through these invest-
ments, the industry has increased
both its capacity and its capability.
This higher productivity has strength-
ened the U.S. shipbuilding base.

EEO In Shipyards

Minority group members and
women made significant employment
gains in this reporting period and in
the decade, during which MarAd was

responsible for ensuring that Govern-
ment contractors in the maritime
industries provide equal employment
opportunities (EEO) to all Americans
regardless of race, color, religion, sex,
or national origin. Along with most
other Federal monitoring of EEO
activities in industry, this function
was transferred to the U.S. Depart-
ment of Labor in FY 1979.

Through its Office of Civil Rights,
from 1969 through 1978, MarAd con-
ducted EEO compliance reviews at
contractor facilities to audit employ-
ment practices and affirmative action
programs. Where discriminatory
practices were encountered, correc-
tive programs were initiated. The
ship construction and repair facilities
monitored by MarAd account for 80
percent of the industry’s total em-
ployment.

While total shipyard employment
between 1969 and 1978 increased by
13.9 percent to 126,980 employees,
minority group employment rose by
73.6 percent to 38,043 employees,
and the employment of women rose
170.5 percent to 11,325.

Minorities represented 30 percent
of shipyard employment in 1978,
compared to 19.7 percent in 1969.

Minority representation in skilled
jobs and white-collar salaried jobs—
both indicators of progress in the
quality of jobs held—also improved.

In 1978 minority employees ac-
counted for 32.8 percent of the

- skilled workforce as compared to 17.8

percent in 1969. The numerical in-
crease translates into a gain of 103
percent by minority workers, while
the total skilled category increased by
only 9.8 percent. Minority white-
collar salaried representation in-
creased to 11.9 percent in 1978 from
4.1 percent in 1969. The numerical
gain translates into a 220.2 percent
increase for minorities while the total
in this category increased by only
11.4 percent.

In 1978 there were 11,325 women
comprising 8.9 percent of the ship-
yard workforce, compared to 4,187
women comprising 3.8 percent in
1969. In blue-collar jobs, women held
6.3 percent of the positions in 1978
compared to 0.2 percent in 1969. The
number of women in skilled and
semiskilled shipyard jobs also in-
creased significantly, rising from 95 in
1969 to 4,345 in 1978.
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Minority Business
Enterprise Program

The Maritime Administration
Minority Business Enterprise Program,
begun in 1974, encourages ship-
building and shipping companies to
use minority suppliers and vendors
and advises the minority community
of the opportunities for sales to the
maritime industry. When the program
began there was little or no record-
keeping by the companies with
respect to their minority business
purchases. It is estimated that less
than $1 million per year of business

was transacted by maritime com-
panies with minority entrepreneurs
prior to 1974. By FY 1976 the industry
was doing more than $11 million
worth of business annually with
minority firms and in FY 1978 the
total increased to approximately $20
million.

The program is coordinated closely
with the Office of Minority Business
Enterprise, another agency in the
Department of Commerce. One of
the joint efforts of the agencies in
this reporting period was the develop-
ment of a film, “Lighthouse on the
Shore,” which shows the successes of
several minority firms competing in
the maritime industry.

As part of its ongoing effort, MarAd
also plays a leading role in Federal
Executive Board Minority Programs
throughout the Nation.

A e w0

EL PASO SOUTHERN, built with
Federal assistance at Newport News
Shipbuilding and Dry Dock Co. for El
Paso Southern Tanker Co., was among
four liquefied natural gas (LNG)
carriers delivered by private U.S.
shipyards in FY 1978.
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Chapter 2

On September 30, 1978, the U.S.-
flag privately owned, deepdraft mer-
chant fleet (including the Great Lakes
fleet listed in Table 18) totaled 745
vessels with a record U.S. cargo
carrying capacity of 21.6 million
deadweight tons (dwt.).

This segment of the U.S. fleet in-
cluded 586 oceangoing vessels of 18.7
million dwt, (see Table 9), with 532
ships in active status and 54 vessels
in an inactive status; an average
deadweight of about 32,000 tons, an
average age of 17 years; and an
average speed of about 18 knots.

The active oceangoing fleet, total-
ing approximately 17.4 million dwt.,
included 123 freighters, 254 tankers,
15 bulk carriers, 128 intermodal ves-
sels (containerships, barge-carrying
vessels, and RO/RO vanships), 4
combination passenger/cargo ships,
and 8 integrated tug/barge vessels.

Of the 54 vessels in an inactive
status, 33 were laid up and 21 were
temporarily inactive, either awaiting
cargoes or undergoing repairs.

AMERICAN INDEPENDENCE,
265,000-dwt. crude oil carrier,
constructed at Bethlehem Steel’s
Sparrows Point (Md.) shipyard, wen.
into operation this fiscal year. This
tanker and her Gulf Oil sistership,
AMERICAN SPIRIT, were largest
merchant ships built in U.S. yard at
time they were delivered in FY 1978
and FY 1977, repectively.

Employment of the U.S.-flag ocean-
going merchant fleet as of Sep-
tember 30,1978, is shown in Table 10.
The privately owned fleet maintained
its 10th place rank on a tonnage basis
but declined to 11th place on the
basis of the number of ships among
merchant fleets of the world (see
Table 11). However, in terms of
average deadweight, the United States
ranked fifth, moving up from sixth a

year earlier.
In calendar year 1977, 21 subsi-

dized American-flag shipping oper-
ators reported combined revenues of
$1.7 billion and net losses from
shipping operations of $18 million.
Their combined condensed financial
statements are presented in Appendix
.

Also in calendar year 1977, com-
mercial cargoes carried in U.S. ocean-
borne foreign trade reached a record
775.3 million tons with a record
value of $171.2 billion. The U.S.-flag
share increased in both tonnage
carried and dollar value, compared to
calendar.year 1976, but its percen-
tages declined in both categories.
Commercial cargoes carried in U.S.
oceanborne foreign trade from 1968
through 1977 are shown in Table 12.

U.S.-flag service between the
Great Lakes and other major trading
areas was expanded with the in-
auguration of service by Lykes Bros.
Steamship Co. to the Caribbean, West
Indies, and the West Coast of South
America, in addition to Lykes’ existing
Great Lakes service to the Mediter-
ranean, Black Sea, and east of Suez.
To accommodate Great Lakes ship-
pers, the firm opened a new office in
Chicago.

Farrell Lines continued its Ameri-
can-flag, breakbulk service from the
Great Lakes to west, south, and
east African ports.

Operating Subsidy

The Maritime Administration pays
operating-differential subsidy (ODS)
to U.S. shipping companies to offset
the higher cost of operating a vessel
in foreign trade under the American
flag rather than under a competitive
foreign flag. In past years this form of

aid generally covered the difference
between American and foreign costs
of wages, insurance, maintenance and
repairs not compensated by insur-
ance, and subsistence of officers and
crews on passenger ships. However,
to reduce the industry’s dependence
upon subsidy, policy instituted in
recent years has encouraged the ex-
clusion of subsidy for hull and ma-
chinery insurance premiums, mainte-
nance and repairs not compensated
by insurance, and protection and in-
demnity insurance. During FY 1978,
MarAd awarded five contracts which
excluded subsidy on some or all of
these items, resulting in an estimated
savings of $6 million annually.

All modern cargo vessels, including
bulk carriers, that operate in an
essential foreign trade are eligible for
ODS. Total payments during fiscal
year 1978 amounted to $303 million.
(Operating-differential subsidy ac-
cruals and expenditures from Jan-
uary 1, 1937, through September 30,
1978, are summarized in Table 13,
while accruals and outlays by ship-
ping lines for the same period are
shown in Table 14.)

Regular, long-term ODS agree-
ments are written for 20 years and
short-term (interim or Soviet grain)
agreements for 1 year.

On September 30, 1978, 20 oper-
ators (9 liner and 11 bulk) held 23
regular (long-term) ODS agreements
with the Agency (see Table 15), with
186 subsidized vessels in operation
on that date.

Subsidy payments during FY 1978
pursuant to these regular ODS agree-
ments totaled $295.7 million. ODS
accruals from January 1, 1937, to
September 30, 1978, totaled $5,437.9
million; recapture amounted to
$238.2 million, leaving a net accrual
of $5,199.7 million. Of the net ac-
crual, $5,054.8 million has been paid
out, leaving an estimated balance of
$144.9 million at the end of the fiscal
year.
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Table 9: U.S. OCEANGOING MERCHANT MARINE—SEPTEMBER 30, 1978°
Privately Owned Government-Owned Total
Deadweight Deadweight Deadweight
Tons Tons Tons
Ships (000) Ships (000) Ships {000)
Active Fleet:
Combo Passenger/Cargo 4 37 5 38 9 75
Freighters 123 1,710 15 154 138 1,864
Bulk Carriers 15 484 0 0 15 484
Tankers 254 12,415 2 21 256 12,436
intermodal 128 2,547 0 0 128 2,547
Tug/Barge 8 243 0 0 8 243
Total Active Fleet 532 17,436 22* 212 554 17,649
inactive Fleet:
Combo Passenger/Cargo 2 13 51 314 53 327
Freighters 18 237 168 1,809 186 2,046
Bulk Carriers 4 80 0 0 4 80
Tankers 16 677 12 164 28 840
Intermodal 14 290 2 22 16 312
Tug/Barge 0 0 0 0 0 0
Total inactive Fieet 54 1,296 233 2,308 287 3,605
Total Active and Inactive:
Combo Passenger/Cargo 6 50 56 352 62 402
Freighters 141 1,947 183 1,962 324 3,910
Bulk Carriers 19 564 0 0 19 564
Tankers 270 13,092 14 185 284 13,276
Intermodal 142 2,837 2 22 144 2,859
Tug/Barge 8 243 0 0 8 243
Total American Flag 586 18,733 255 2,521 841 21,253

1 Vessels of 1,000 gross tons and over, excluding privately owned tugs, barges, etc.
2 |ncludes 10 vessels in barebdat charter and 10 vessels in custody of other agencies.

3 National Defense Reserve Fleet consists of 224 ships, of which 15 are scrap candidates. Excluded are 62 vessels owned by the U.S. Navy which are

custody of MarAd’s Reserve Fleet.

NOTE: Tonnage figures may not add due to rounding.

Corporate/Service Changes

There were two major rearrange-
ments of corporate structure or
service involving ODS contractors
during the year.

Delta Steamship Lines, Inc., pur-
chased or chartered from Prudential
Lines, Inc., services to South America
from the East and West Coasts of the
United States, together with the ships
serving those trades. American Export
Lines, Inc., was merged into Farrell
Lines, Inc., and its operations con-
tinued as a division of Farrell.

Additionally, as the result of finan-
cial and other difficulties, operations
of Pacific Far East Line, Inc., were
discontinued under its ODS agree-
ment.

Contract Awards

Long-term ODS agreements were
awarded during FY 1978 to American
President Lines, Ltd., Delta Steamship
Lines, Inc., and Prudential Lines, Inc.,
covering a total of 38 vessels. Each
of these agreements has a termination

n

date of December 31, 1997. Under
the new contracts the subsidized
operators will provide the following
services:

B American President Lines, Ltd.—
transpacific service between the
U.S. Pacific Coast and the Far East,
Southeast Asia, South Asia, and the
Persian Gulf; and, on a privilege
basis, between the U.S. Atlantic
Coast via California to the same
trading areas.

B Delta Steamship Lines, Inc.—service
between U.S. Atlantic ports and
ports of the Caribbean and the
West Coast of South America, and
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between U.S. Pacific ports and
ports of South America, Central
America, and the Caribbean. (These
services were originally included in
an ODS agreement awarded to
Prudential Lines, Inc., effective.
January 1, 1978. As noted above,
they were acquired by Delta in
June 1978).

B Prudential Lines, inc.—service be-
tween the U.S. North Atlantic and
the Mediterranean. (Service be-
tween U.S. ports and ports of South
America, Central America, and the
Caribbean were originally included
in Prudential’s contract, but were
subsequently acquired by Delta.)

In addition to these long-term
agreements, interim 1-year ODS con-
tracts were awarded to Lykes Bros.
Steamship Co., Inc., for service on
Trade Routes 13, 15B, 21, 22, 31, and
Trade Area 4, and to States Steamship
Co. for service on Trade Route 29.
The 1-year agreements will permit the
companies to maintain continuity of
service until proceedings are com-
pleted on their long-term ODS appli-
cations (noted below). Both contracts
were made effective from January 1,
1978, to December 31, 1978, and re-
placed long-term contracts which had
expired December 31, 1977.

Pending Applications

Sixteen ODS applications from
nonsubsidized operators were pend-
ing on September 30, 1978. By com-
pany and services, these included:

B Central Gulf Lines, Inc.—for LASH
service between U.S. ports and
ports in Southwest Asia, Indonesia,
Malaysia, Singapere, Brunei, Africa
on the Red Sea and Gulf of Aden,
and the Gulf of Agaba.

B Equity Carriers, Inc.—to carry dry-
bulk cargoes in worldwide oper-
ations.

B Great Lakes-Atlantic Steamship
Co.—for liner service between U.S.
ports on the Great Lakes and St.
Lawrence River, intermediate
Canadian Great Lakes ports and
other Canadian ports along the
general track, and ports in the
United Kingdom and Continental
Europe.

B Suwannee River Finance, Inc.—to
transport liquid- and dry-bulk
cargoes in the foreign commerce of
the United States and between for-
eign ports.

B Suwannee River Phosphate Finance,
Inc.—to transport liquid- and dry-
bulk cargoes in the foreign com-
merce of the United States and
between foreign ports.

B Suwannee River Spa Finance, inc.—
to transport liquid- and dry-bulk
cargoes in the foreign commerce of
the United States and between for-
eign ports.

ODS applications also were pend-
ing for world-wide operations with
ore/bulk/oil carriers or tankers, in-
cluding vessels operated by Apolio
Marine Co. and Artemis Marine Co.

In addition to these applications
from nonsubsidized operators, six
companies with existing ODS con-
tracts applied for either renewals of
existing contracts for operating sub-

SS DELTA AMERICA, formerly
PRUDENTIAL SEAJET, undergoes
stem-to-stern change in identity in
Portland, Ore. Crewman here removes
stencil, revealing new name on one of
ship’s lifeboats. New name also was
painted on bow, elsewhere; and
stenciled on all life rings and fire axes
aboard vessel, one of 13 acquired in
1978 by Delta Steamship Lines from
Prudential Lines, Inc.

sidy to provide for additional sailings,
or new contracts for other services
as follows:

B American President Lines, Ltd.—for
amendment of its ODS agreement
so as to increase the maximum
number of sailings permitted on its
subsidized Line A, California trans-
pacific service, and to delete cer-
tain restrictions on the Line A
service.

B Farrell Lines, Inc. (American Export
Lines Service)—for services from
U.S. Atlantic and Gulf ports to ports
in Western Europe, the Mediter-
ranean, India, the Persian Gulf, and
Red Sea.
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EL CONQUISTADOR, second of four
record-setting Roll-On/Roll-Off
(RO/RO) barges delivered by FMC
Corporation’s Marine and Rail
Equipment Div., Portland, Ore., to
Crowley Marine Corp., San Francisco,
carries three full decks of vansjtrailers
en route to Puerto Rico. World’s
largest RO/RO barges — 580 feet long,
105 feet abeam, and 57 feet high
overall —are operated by Crowley
subsidiary, Trailer Marine Transport
(TMT), between TMT’s home ports,
Jacksonville and Miami, Fla., and San
Juan. Insert top left shows TMT’s triple-
deck concrete ramps, which permit all
decks of barge to be worked
simultaneously; allows offloading of
374 trailers and onloading of same
number in as little as 8 hours.

B Lykes Bros. Steamship Co., Inc—
for a long-term renewal of its ODS
agreement for service from U.S.
Gulf ports to ports in the United
Kingdom and Continent, the Medi-
terranean, the Far East, South and
East Africa, and to the West Coast
of South America; from South
Atlantic ports to the Mediterran-
ean; and from U.S. Great Lakes
ports to ports in the Mediterranean,
India, the Persian Gulf, and Red
Sea. Lykes also has applied for a
new long-range contract for serv-
ices between U.S. Atlantic and
Gulf ports and ports in India, the
Persian Gulf, the Red Sea, and the
Mediterranean.

B Prudential Lines, Inc.—for a new
long-range contract for services be-
tween U.S. Atlantic and Gulf ports

and ports in India, the Persian Gulf,
and Red Sea.

B States Steamship Co.—for a long-
term renewal for transpacific Far
East service.

B Waterman Steamship Corp.—for
service from U.S. Gulf ports to the
United Kingdom and Continent,
with unsubsidized privilege service
from U.S. North Atlantic ports to
the United Kingdom and Conti-
nent; from U.S. North Atlantic
ports to Scandinavia and the Baltic;
and from U.S. South Atlantic ports
to the United Kingdom and Europe
north of Portugal. (Waterman also
has applied for an increase in sail-
ings from 40 to 70 annually on its
Trade Route 18 service from U.S.
Atlantic and Gulf ports to ports in
India, the Persian Gulf, and Red
Sea. In addition, Waterman has re-
quested the following privilege,
Trade Route 18 service: Great
Lakes/Africa, Red Sea, Persian Gulf
and India; South and East Africa;
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and Mediterranean Egypt. Water-
man has applied for the addition of
two (perhaps three) vessels to pro-
vide its existing Trade Route 18
service as well as the additional
privilege service requested.)

Subsidy Index

The Subsidy Index System em-
bodied in the Merchant Marine Act
of 1970 provides for the payment of
seafaring wage subsidies in per diem
amounts. The rate of change in the
index, computed annually by the
Bureau of Labor Statistics, is used as
the measure of change in seafaring
employment costs.

In the 5 years prior to 1970, U.S.
seamen’s wages increased at a yearly
rate of approximately 17 percent
while nonfarm industry wages in-
creased by about 6 percent a year. In
the 5 years after 1970, U.S. seamen’s
wages and U.S. industry wages esca-
lated at a comparable rate of about
11 percent. '

The Maritime Subsidy Board estab-
lishes tentative subsidy rates within
90 days of the beginning of each
fiscal year for which such rates are
effective. The tentative FY 1978 rates
for all subsidized vessels were com-
pleted in August 1977. Tentative rates
for FY 1979 were completed in
September 1978.

MarAd completed all final 1975
subsidy rates applicable to liner and
passenger vessels in liner service.

In the Soviet Grain Program, 175
of 335 final rates have been com-
pleted since the inception of the
program in FY 1973.

Soviet Grain ODS

Participation of U.S.-flag vessels in
the carriage of grain exports to the
Soviet Union was facilitated by a
3-year maritime agreement signed by
the two countries in October 1972,

In December 1975 an accord was
reached on a 6-year U.S.-U.S.S.R.
Maritime Agreement, which continues
to provide the fleets of each with
equal access to at least one-third of
all waterborne cargoes moving be-
tween the two nations. (The Agree-
ment is described in Chapter 10.)

Since the first agreement was
signed, U.S.-flag ships have partic-
ipated in the carriage of more than
57.4 million metric tons of grain pur-
chased by the Soviet Union. During
this period the Soviet Union chartered
American-flag ships for the carriage
of 12 million tons of grain on 342
voyages to the U.S.S.R.

At the close of the fiscal year 33
operators held short-term ODS agree-
ments covering 58 vessels for the
carriage of agricultural commodities
from U.S. ports to ports in the
U.S.S.R. (see Table 16). Payments dur-
ing FY 1978 under the special Soviet
grain subsidy agreements totaled $7.5
million (see Table 13).

Since this program was begun in
fiscal year 1973, operators have ac-
crued $135.4 million in ODS. Of this
accrual, $127.3 million has been paid,
leaving an estimated unpaid balance
of $8.1 million.

In addition to carrying grain
cargoes, these vessels have the ability
to import substantial amounts of
crude oil and petroleum products on
return voyages.

The exported grain is carried under
a 5-year grain agreement which be-
came effective October 1, 1976. The
grain agreement calls for the Soviet
Union to purchase at least 6 million
metric tons of grain per year from
U.S. suppliers with the option, within
certain guidelines, of increasing these
purchases to 8 million metric tons per
year.

Grain Freight Rates

A new U.S.-U.S.S.R. freight rate
agreement, which goes into effect
January 1, 1979, provides for a rate of
$18.25 per long ton to be paid by
Soviet charterers to operators of U.S.-
flag vessels transporting grain to the
Soviet Union through December 31,
1979.

Soviet ODS Awards

During FY 1978 four new operators
with six ships were awarded short-
term ODS contracts under the Soviet
Grain Program. In addition, two oper-
ators with existing contracts added
two vessels to their contracts. Twelve
existing operators with 27 ships termi-
nated their ODS contracts and two
existing operators withdrew two ves-
sels from the program. A net reduc-
tion of eight operators and 21 vessels
was recorded during the fiscal year.

Passenger Service

The passenger liner SS UNITED
STATES, acquired by the Maritime
Administration under Public Law
92-296 on February 5, 1973, was sold
to United States Cruises, Inc., of
Seattle, Wash., on September 29,
1978, for $5 million. The company
paid $500,000 down and was com-
mitted to pay the balance within 8
months. The 26-year-old ship is to be
refurbished for warm weather cruises
between U.S. West Coast ports and
Hawaii, carrying up to 1,000 pas-
sengers.

The SS MARIPOSA and SS
MONTEREY, operated with ODS by
Pacific Far East Line, Inc., in the
Pacific trade, reached the end of
their 25-year statutory economic lives
and were withdrawn from the U.S.-
flag passenger fleet during the fiscal
yealr.

On September 30, 1978, the active
U.S.-flag seagoing passenger fleet
consisted of four combination pas-
senger/cargo vessels, the SSs SANTA
MAGDALENA, SANTA MARIA,
SANTA MARIANA, and SANTA
MERCEDES.
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Limited ocean passenger service
(approximately 12 passengers per ves-
sel) was continued by seven U.S.-flag
operators: Farrell Lines, Inc.; Moore-
McCormack, Lines, Inc.; Lykes Bros.
Steamship Co., Inc.; American Presi-
dent Lines, Ltd.; Waterman Steamship
Corp.; Delta Steamship Lines, Inc.;
and United States Lines, Inc.

In the domestic passenger trades,
cruise service involving, at various
times, New England, New York State,
the St. Lawrence Valley, the Atlantic
Intra-coastal Waterway, Chesapeake
Bay, Florida, and the Bahamas is
offered by two operators, using spe-
cially-designed, small, shallow-draft
vessels.

On the inland waterways, two tra-
ditionally styled steamboats provide
a variety of cruises on major mid-
western rivers.

In the Pacific Northwest, an exten-
sive ferry system is operated by the
State of Alaska. This system furnishes
- passenger, vehicle, and some freight
service linking the State’s ports with
one another and with the lower 48
States at Seattle.

Section 804 Activities

Section 804 of the Merchant
Marine Act, 1936, as amended, makes
it unlawful, without the prior ap-
proval of the Secretary of Commerce,
for any contractor receiving ODS or
any holding company, subsidiary,
affiliate or associate of such contrac-
tor, directly or indirectly to own,
charter, act as agent or broker for,
or operate any foreign-flag vessel

which competes with an essential
American-flag service. The prohibition
also applies to any officers, directors,
agents, or executives of such an
organization.

During FY 1978 the following
waivers were granted under Section
804:

8 American President Lines, Ltd —
reaffirming, consistent with service
specified under APL’s new 20-year
ODS contract, its permission (a) to
issue passenger tickets and/or
exchange orders for the transporta-
tion of passengers on foreign-flag
vessels, whether or not the oper-
ators of such vessels are members
of the Transpacific Passenger Con-
ference, with the understanding
that some part of the passenger
passage involved will be on a vessel
operated by a member of the
Transpacific Passenger Conference
and (b) to conduct direct-mail
campaigns for the purpose of
soliciting passenger traffic only, for
steamship lines operating foreign-
flag vessels, and to book passengers
for such foreign-flag vessels result-
ing from direct-mail campaigns.

B Delta Steamship Lines, Inc.—re-
affirming Delta’s permission to act
as husbanding agent in U.S. Gulf
ports to all Empresa Lineas Mari-
timas Argentinas, North American
West African Lines, and Booth Line
vessels.

B Lykes Bros. Steamship Co., Inc.—
reaffirming Lykes’ permission (a) to
provide agency services to certain
foreign-flag vessels in U.S. Gulf
ports and Tampa, Fla.; (b) to pro-
vide—in partnership with Biehl &
Co. and Roberts Steamship Agency—
stevedoring, agency, and hus-
banding services for foreign-flag
vessels at Baton Rouge, La.; (c) to
act as husbanding agent for tankers
of O.N.E. Shipping, Ltd.; and (d) to
act as general agent for vessels of
the Compagnie Nationale Algeri-
enne de Navigation. Termination
date of these waivers is De-
cember 31, 1978.

B States Steamship Co.—reaffirming
States’ permission to continue
affiliation with Portland Stevedor-
ing Co., two of whose subsidiaries
perform customs broker and hus-

banding agency services for for-
eign-flag vessels at Coos Bay, Ore.,
and Eureka, Calif. This waiver ter-
minates December 31, 1978.

The following Section 804 waivers
were granted in connection with the
transport of grain to the Soviet
Union:

B Juniper Tankers, Inc.—to permit
affiliates of juniper to continue to
own, charter, and operate foreign-
flag vessels.

@ Sun Transport, Inc.—to permit Sun

to continue to operate the foreign-
flag ships S/Ts SOUTHERN SUN,
ATLANTIC SUN, and PACIFIC SUN.

B Cove Tankers Corp., Cove Trading,
Inc.. and Cove Ventures, Inc.—to
permit Seatrain Lines, Inc., Sea-
train’s affiliates, and/or associates
to continue to own, charter, and/or
operate foreign-flag vessels.

In addition, previously granted
waivers for 31 companies were up-
dated and renewed to allow them
continued ODS operation in the
Soviet Grain Program.

Charter/Dry-Bulk
Shipping Initiatives

During FY 1978 several Maritime
Administration initiatives were spe-
cifically directed toward the goal of
capturing a significant share of the
charter shipping market commonly
known by its largest cargo compo-
nent, dry-bulk. This category of ship-
ping (which excludes energy re-
sources) encompasses approximately
85 million tons of general cargo
annually shipped in chartered vessels.

While the total U.S. foreign trade
charter market continued to grow, in
calendar year 1977 the U.S.-flag ton-
nage share remained a meager 3.3
percent in the tanker trade and 2 per-
cent of all other nonliner foreign
cargoes (mostly dry-bulk). At the
close of FY 1978 the active, ocean-
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going, U.S.-flag dry-bulk fleet
numbered only 15 vessels with a
median age of 25 years.

MarAd has had under active con-
sideration the proposals to increase
incentives for U.S.-flag charter/bulk
shipping that were the outgrowth of
the July 1976 Hyannis, Mass., confer-
ence at which the Agency brought
together senior representatives of
Government and industry.

Participants in the bulk shipping
conference recommended loosening
restrictions on foreign-to-foreign trad-
ing by subsidized operators; allowing
U.S.-flag operators to receive subsidy
without divesting their foreign-flag
operations; permitting earnings from
foreign-flag operations to be de-
posited in Capital Construction Funds
for eventual construction of U.S.-flag
vessels; and easing the 20-year vessel
replacement and statutory prohibition

against the foreign sale of U.S.-flag
bulk vessels.

Accordingly, MarAd is considering
proposed regulatory changes, among
others, to remove some of these con-
straints.

In other FY 1978 activities, the
Agency let three study and design
contracts to improve the U.S.-flag
position in the charter shipping
market.

A team of naval architects, econ-
omists, and shipbuilders was commis-
sioned to develop a standardized
design for vessels best suited to the
charter market as it will develop
through the end of the century. In-
dustry executives serve as a steering
committee in this project.

A second study seeks ways to im-
prove productivity at bulk cargo
facilities in the Great Lakes area,
particularly for iron ore and coal.

The other study, jointly sponsored
by MarAd and the Niagara Frontier
Transportation Authority, will ex-
amine the feasibility and market
potential of transshipping western
U.S. coal through the Great Lakes to
the port of Buffalo, N.Y.

(Recent developments in the U.S.
domestic charter trade are covered in
Chapter 3.)

Farrell Lines LASH vessel works
containerized cargo at Port of San
Francisco’s Pier 94/96, largest terminal
for lighter-aboard ship vessels on West
Coast. Facility includes 10 acres of
lighter storage space.

International Bulk Trades

Generally depressed freight rates
characterized the world liquid-bulk
trades during this reporting period.
However, rate levels in this sector
improved and charter market activity
increased toward the end of the year.
Worldwide, the number of tankers in
lay-up during FY 1978 declined from
353 to 320 although total laid-up
tonnage increased, as smaller vessels
returned to service while some larger
ones were added to the idle list.
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The world dry-bulk trades, while
experiencing somewhat slack demand
during the year, fared better overall
than the liquid-bulk trades. Dry-bulk
freight rates generally increased, re-
flecting, among other things, an up-
turn in steel production which, in
turn, required the transportation of
more iron ores and coking coal by
water than in the previous year. Grain
shipments also rose. The volume of
dry-bulk carriers in lay-up was fairly
stable and relatively small, ranging
from 2 million to 5 million dwt.

Liner Conference Study

A major study dealing with the
effect of the conference system on
U.S. liner shipping was completed for
MarAd in this fiscal year. Entitled
The U.S. Merchant Marine and the
International Conference System,
the study projected the economic
consequences of alternative national
maritime policies under varying cir-
cumstances of competition and trade
conditions on various trade routes.

EEO In Ship Operations

The employment of minorities by
major shipping companies made
steady gains from 1969 through 1978.
During that period the Maritime Ad-
ministration was responsible for
monitoring the American lines’ com-
pliance with Federal equal employ-
ment opportunity (EEO) laws. In fiscal
year 1979, this function is being con-
solidated with other Federal EEO
activities in the U.S. Department of
Labor.

MarAd measured EEO progress in
this segment of the maritime industry
by monitoring those major ship
operators accounting for 80 percent
of the total U.S. shoreside noncasual
employment.

From 1969 to 1978 minority em-
ployment grew from 730 to 1,660
persons, or from 10.4 percent to 18.8
percent of the shoreside workforce.
While overall employment was in-
creasing 25.4 percent, minority em-

ployment rose 127.4 percent. The

number of female employees reached
3,404 in 1978, a 50.8 percent increase
over 1969. In 1978 women comprised
38.6 percent of this workforce.

Ship operations employees ashore
essentially are white-collar workers.
In 1969, 597 or 81.8 percent of the
minorities in the workforce were em-
ployed in the office and clerical cate-
gory, while only 106, or 14.5 percent,
were employed in the top three cate-
gories combined—technicians, profes-
sionals, and officials and managers.
Today, 26.1 perecnt of the minority
employees—a total of 433—are within
those three categories.

The status of women in white-
collar salaried employment in ship
operations also showed continued
improvement. In 1978 women oc-
cupied 483 positions in the top three
categaries, compared with 48 in
1969, and now account for 12.5 per-
cent of the total employment in these
categories.

Foreign Transfers

During the fiscal year the Maritime
Administration approved the transfer
of 45 ships of 1,000 gross tons and
over to foreign firms (see Table 17).

Twenty of the ships were undocu-

mented or registered under foreign

flags although owned by U.S. citizens.

Seventeen were sold for scrapping
abroad.

Permission also was granted for the
foreign transfer of 350 vessels of less
than 1,000 gross tons during the
fiscal year. These included 179 com-
mercial and 171 pleasure craft.

In addition, MarAd approved 66
U.S.-owned ships of over 1,000 gross
tons and 106 under 1,000 gross tons
for charter to aliens.

During the fiscal year there were
64 sale violations involving privately
owned ships, of which 53 were miti-
gated or settled.

Until the enactment of the Na-
tional Emergencies Act (50 U.S.C.
1601), the national emergency de-
clared by President Truman on
December 16, 1950, required admin-
istration of the approval program
under Section 37 of the Shipping Act,
1916, as amended. Section 37, while
permanent legislation, is only oper-
ative during periods of war or
national emergency declared by
Proclamation of the President. There-
fore, as of September 14, 1978, it is
no longer necessary for U.S. citizens
and domestic corporations to obtain
MarAd approval under Section 37 for
transfers to noncitizens of undocu-
mented vessels, or any interest in
undocumented vessels, or vessels
whose last documentation was not
under the laws of the United States.

Also, U.S. citizens and domestic
corporations owning shipyards, dry-
docks, and ship repair facilities now
may transfer such assets without
MarAd'’s approval.

Finally, contracts to construct ves-
sels within the United States for
foreign account no longer require
MarAd approval. In this connection
MarAd, through regulations, granted
blanket approval in 1975 for contracts
to construct vessels within the United
States for foreign account.

Each approval entered into be-
tween MarAd and a foreign pur-
chaser incorporates the standard for-
eign transfer conditions set forth in
the Foreign Transfer Policy Statement
of 1964, as amended (46 C.F.R. Sec.
221.7 Appendix). These terms and
conditions run with the title to the
ship and remain in effect for the
period of the remaining economic
life of the ship or for the duration of
the national emergency proclaimed
by the President on December 16,
1950, whichever period is longer.
During the period that this national
emergency was in effect, approvals
for the transfer of 279 vessels were
granted pursuant to Section 37.
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Table 10:

EMPLOYMENT OF U.S.-FLAG OCEANGOING FLEET—SEPTEMBER 30, 1978

Vessel Type
Combination
Total Pass./Cargo Freighters Tankers
Status and Area of Employment No. Dwt. No. Dwt. No. Dwt. No. Dwt.
(000) (000) (000) (000)

Grand Total 841 21,253 62 402 490 7,405 289 13,446
Active Vessels: 554 17,649 ] 75 284 4,969 261 12,605
Foreign Trade 247 7,960 4 37 185 3,522 58 4,401

Nearby Foreign® 43 2,791 0 o 1 25 42 2,766

Great Lakes-Seaway Foreign 4 65 0 0 4 65 0] 0

Overseas Foreign 200 5,104 4 37 180 3,432 16 1,635
Foreign to Foreign 19 524 0 0 15 270 4 254
Domestic Trade 221 7,721 0 0 46 685 175 7,036

Coastwise 124 3,539 0 0 6 111 118 3,428

Intercoastal 16 517 0 0 0 0 16 517

Noncontiguous 81 3,665 0 0 40 574 41 3,001
Other U.S. Agency Operations 67 1,444 5 38 38 492 24 914

MSC Charter 45 1,232 0 0 23 339 22 893

Bareboat Charter & Other

Custody 22 212 5 38 15 153 2 21

Inactive Vessels: 287 3,604 53 327 206 2,436 28 841
Temporarily Inactive 21 462 0 0 15 259 6 203
Laid-Up (Privately Owned) 30 745 2 13 18 258 10 474
National Defense Reserve Fleet 4 227 2,283 50 304 165 1,815 12 164
Laid-Up (MarAd-Owned)®

Pending Disposition 9 114 1 10 8 104 0 0

1 Excludes vessels operating exclusively on the inland waterways and Great Lakes, those owned by the U.S. Army and Navy, and special types such as

tugs, cable ships, etc.

2 Nearby foreign trade includes Canada, Mexico, Central America, West Indies, and North Coast of South America.
3 Other than vessels in the National Defense Reserve Fleet.
4 Includes 3 Vessels of Pacific Far East Line, inc., berthed by NDRF.

With the termination of the emer-
gency declared in 1950, 166 vessels
are in the process of being released
from contractual controls because the
economic life of the vessels has
ended. However, 113 vessels are
retained under the economic life
requirement pursuant to the foreign
transfer conditions.

The termination of the national
emergency does not affect any action
or proceeding based on any act
occurring on or prior to September
13, 1978. Accordingly, any violation
of Section 37 occurring on or prior to
September 13, 1978, will require
action by MarAd.

It should be noted that ship trans-
fer provisions of Section 9 and 41 of
the Shipping Act, 1916, as amended,
still remain in full force and effect.

User charges for filing applications
for foreign transfers and similar
actions totaled $44,365 in this report-
ing period. The total included $6,000
in fees filed pursuant to MarAd con-
tracts.

In addition, three new banks were
approved to serve as trustees, pur-
suant to P.L. 89-346, along with the
53 previously approved.
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Table 11: MAJOR MERCHANT FLEETS OF THE WORLD—DECEMBER 31, 1977

No. of ! Rank by 2 Dwt. Rank by
Country Ships No. Ships (thousands) Dwt.
Liberia 2,627 1 157,788,300 1
Japan 1,846 5 62,455,300 2
Norway 978 7 52,568,600 3
United Kingdom 1,377 6 51,105,500 4
Greece 2,379 3 49,825,000 5
Panama 2,041 4 31,250,500 6
France 415 — 20,815,100 7
U.S.S.R. 2,456 2 20,480,500 8
ltaly 603 8 17,858,100 9
United States (Privately Owned) 571 11 17,321,400 10
Germany (West) 592 9 14,664,400 11
Spain 479 13 12,195,200 12
Sweden 286 —_ 11,965,000 13
Singapore 574 10 11,889,800 14
india 363 — 8,890,600 15
All Others® 6,509 —— 100,235,200 —
Total 24,096 — 641,308,500 _

! Oceangoing merchant ships of 1,000 gross tons and over.

2By number of ships, Cyprus ranks 12th with 502 vessels aggregating 3,638,300 dwt., the People’s Republic of China ranks 14th with 462 vessels aggre-
gating 6,476,600 dwt., and the Netherlands ranks 15th with 443 vessels aggregating 7,686,500 dwt.

3 Includes 269 United States Government-owned vessels of 2,650,300 dwt.
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Table 12: U.S. OCEANBORNE FOREIGN TRADE/COMMERCIAL CARGO CARRIED

Tonnage (Millions)

Calendar Year 1968 1969 1970 1971 1972 1973 1974 1975 1976 1977
Total-Tons 4186 4275 4732 4574 513.6 6316 6289 6156 6988 7753
U.S.-Flag Tons 25.0 19.8 25.2 24.4 23.8 39.9 40.9 31.4 33.8 34.8
U.S. Percent of Total 8.0 4.6 5.3 5.3 46 6.3 6.5 5.1 4.8 4.5
Liner Total Tons 46.1 41.9 50.4 442 44,6 51.3 51.4 44.3 49.8 47.8
Liner U.S.-Flag Tons 11.1 9.7 11.8 10.1 9.8 13.2 15.3 13.6 15.4 14.4
Liner U.S. Percent 240 23.1 235 22.9 21.9 25.8 29.8 30.7 30.9 30.2
Non-Liner Total Tons 209.5 2121 2407 220.7 2426 2819 2827 2753 289.6 289.0
Non-Liner U.S.-Flag Tons 6.4 4.6 5.4 4.8 3.8 4.5 5.0 3.8 49 5.7
Non-Liner U.S. Percent 3.0 2.2 2.2 2.1 1.6 1.6 1.8 14 1.7 2.0
Tanker Total Tons 163.1 1735 1821 1925 2264 2984 2948 296.0 359.4 438.6
Tanker U.S.-Flag Tons 7.5 5.5 8.0 9.5 10.2 22.2 20.5 14.0 13.6 14.6
Tanker U.S. Percent 4.8 3.2 4.4 4.9 4.5 7.4 7.0 47 3.8 3.3
Dollar Value ($ Billions)
Total Value 411 41.9 49.7 50.4 60.5 84.0 1242 1275 1484 171.2
U.S.-Flag Value 8.5 8.1 10.3 9.9 11.1 15.9 22.0 224 26.4 28.0
U.S. Percent of Total 20.7 19.3 20.7 19.6 18.4 18.9 17.7 17.5 17.8 16.4
Liner Total Value 26.8 27.2 33.5 324 37.4 49.6 63.4 64.0 75.8 82.3
Liner U.S.-Flag Value 7.8 7.5 9.7 9.2 10.3 14.4 19.4 20.0 23.9 25.2
Liner U.S. Percent 29.0 27.6 28.8 28.4 27.7 29.1 30.6 31.2 31.6 30.7
Non-Liner Total Value 10.8 11.1 12.2 13.2 174 25.2 34.7 36.6 38.2 42.7
Non-Liner U.S.-Flag Value 5 4 4 4 4 4 8 1.0 11 1.2
Non-Liner U.S. Percent 4.6 3.6 3.3 3.1 2.4 25 2.3 2.8 2.8 2.8
Tanker Total Value 3.4 3.6 4.0 4.9 5.7 9.2 26.0 26.9 34.4 46.2
Tanker U.S.-Flag Value .2 2 .2 3 4 .8 1.8 1.4 1.4 1.6
Tanker U.S. Percent 6.6 5.6 5.6 5.5 6.2 9.1 6.9 5.1 4.2 3.5

NOTE: Includes Government-sponsored cargo; excludes Department of Defense cargo and U.S./Canada translakes cargo.




Table 13: ODS ACCRUALS AND OUTLAYS—JANUARY 1, 1937, to SEPTEMBER 30, 1978
Accruals Qutlays
Calendar Year Net Subsidy Total Amount of Net Accrual
of Operation Subsidies Recapture Accrual in FY 1978 Net Accrual Paid Liability

1937-1955 682,457,954 $157,632,946 $ 524,825,008 $ -0- $ 524,825,008 $ -0-
1956-1960 751,430,098 63,755,409 687,674,689 —0- 687,674,689 —0-
1961 170,884,261 2,042,748 168,841,513 -0- 168,841,513 -0-
1962 179,727,400 4,929,404 174,797,996 -0- 174,467,393 330,603
1963 189,119,876 (1,415,917) 190,535,793 -0 190,535,793 —0-
1964 220,334,818 674,506 219,660,312 -0- 219,660,312 -0-
1965 183,913,236 1,014,005 182,899,231 —0- 182,899,231 -0-
1966 202,734,069 3,229,471 199,504,598 -0- 199,504,598 —0-
1967 220,579,702 5,162,831 215,416,871 -0- 215,416,871 —-0-
1968 222,862,970 3,673,790 219,189,180 99,961 219,189,180 -0-
1969 233,201,233 2,217,144 230,984,089 —0- 228,038,947 2,945,142
1970 232,686,761 (1,908,643) 234,595,404 -0- 234,449,812 145,592
1971 200,798,160 (2,821,259) 203,619,419 -0- 203,286,360 333,058
1972 192,512,930 -0- 192,512,930 2,641,748 190,732,158 1,780,772
1973 221,802,685 -0~ 221,802,685 2,301,860 219,625,626 2,177,058
1974 227,811,712 -0 227,811,712 9,267,296 216,697,793 11,113,919
1975 261,333,646 -0- 261,333,646 7,093,245 253,532,418 7,801,228
1976 284,532,629 —0- 284,532,629 3,506,618 260,804,744 23,727,885
1977 311,197,202 —0- 311,197,202 89,298,993 283,149,816 28,047,386
1978 247,958,231 —0- 247,958,231 181,497,806 181,497,806 66,460,425
Total Regular ODS $5,437,879,573 $238,186,435 $5,199,693,138 $295,707,528 $5,054,830,068 $144,863,070
Soviet Grain Programs $ 135,446,393 $ -0- $ 135,446,393 $ 7,486,047 $ 127,301,855 $ 8,144,538
Total ODS $5,573,325,966 $238,186,435 $5,335,139,531 $303,193,575 $5,182,131,923 $153,007,608




Table 14: OPERATING-DIFFERENTIAL SUBSIDY ACCRUALS AND OUTLAYS BY LINES—

JANUARY 1, 1937, TO SEPTEMBER 30, 1978

Accruals

Net Accrued
Lines ODS Recapture Net Accrual ODS Paid Liability
Aeron Marine Shipping 9,274,904 $ -0- $ 9,274904 $ 6,635,441 $ 2,639,463
American Banner Lines! 2,626,512 -0- 2,626,512 2,626,512 -0-
American Diamond Lines’ 185,802 28,492 157,310 157,310 —0-
American Export Lines? 703,158,566 10,700,587 692,457,979 657,462,745 34,995,234
American Mail Line? 158,602,781 7,424,901 151,177,880 148,838,241 2,339,639
American President Lines® 691,469,364 17,676,493 673,792,871 659,792,279 14,000,592
American Shipping 3,113,725 -0- 3,113,725 2,287,837 825,888
American Steamship 111,751 -0- 111,751 76,462 35,289
Aquarius Marine Co. 3,221,776 -0- 3,221,776 2,345,586 876,190
Aries Marine Shipping 9,652,611 -0- 9,652,611 7,904,569 1,748,042
Atlantic & Caribbean S/N!? 63,209 45,496 17,713 17,713 —0-
Atlas Marine Co. 2,271,418 -0- 2,271,418 1,610,061 661,357
Baltimore Steamship® 416,269 -0- 416,269 416,269 —-0-
Bloomfield Steamship® 15,588,085 2,613,688 12,974,397 12,974,397 -0-
Chestnut Shipping Co. 4,680,367 -0- 4,680,367 3,672,510 1,007,857
Delta Steamship Lines 224,257,441 8,185,313 216,072,128 205,238,534 10,833,594
Ecological Shipping Co. 4,194,586 -0- 4,194,586 2,843,232 1,351,354
Farrell Lines 322,655,865 1,855,375 320,800,490 315,373,346 5,427,144
Prudential Lines* 557,695,280 24,223,564 533,471,716 519,910,153 13,561,563
Gulf & South American 34,471,780 5,226,214 29,245,566 29,245,566 -0-

Steamship®
Lykes Bros. Steamship 728,174,028 52,050,599 676,123,429 656,209,179 19,914,250
Margate Shipping 16,058,600 -0- 16,058,600 13,722,179 2,336,421
Moore-McCormack Bulk 9,210,841 -0- 9,210,841 7,442,273 1,768,568
Transport

Moore-McCormack Lines 529,270,400 17,762,445 511,507,955 502,967,150 8,540,805
N.Y. & Cuba Mail Steamship® 8,090,108 1,207,331 6,882,777 6,882,777 —-0-
Oceanic Steamship® 112,146,235 1,171,756 110,974,479 110,800,925 173,554
Pacific Argentina Brazil Line’ 7,963,939 270,701 7,693,238 7,693,238 -0-
Pacific Far East Line’ 288,997,480 23,479,204 265,518,276 260,214,760 5,303,516
Pacific Shipping Inc. 2,640,455 -0- 2,640,455 1,979,762 660,693
Prudential Steamship’ 26,098,640 1,680,796 24,417,844 24,417,844 -0-
Sea Shipping’ 25,819,800 2,429,102 23,390,698 23,390,698 -0-
South Atlantic Steamship® 96,374 84,692 11,682 11,682 —0-
States Steamship 227,388,446 5,110,997 222,277,449 217,777,376 4,500,073
U.S. Lines® 584,187,406 54,958,689 529,228,717 529,228,717 -0-
Waterman Steamship 111,837,423 -0 111,837,423 103,466,972 8,370,451
Worth Oil Transport 3,289,982 -0- 3,289,982 2,667,702 622,280
Zapata Products 8,897,324 -0- 8,897,324 6,528,071 2,369,253
Total Regular ODS $5,437,879,573 $238,186,435 $5,199,693,138 $5,054,830,068 $144,863,070
Soviet Grain Programs’® $ 135,446,393 $ -0 $ 135,446,393 $ 127,301,855 $ 8,144,538
TOTAL ODS $5,573,325,966 $238,186,435 $5,335,139,531 $5,182,131,923 $153,007,608

1 No longer subsidized or combined with other subsidized lines.
2 AEL was acquired by Farrell Lines March 29, 1978.

3 APL merged its operations with AML's October 10, 1973.

4 Changed from Prudential-Grace Lines, Inc., August 1, 1974.

5 Purchased by Lykes Bros. Steamship Co.

6 Purchased by Pacific Far East Line, Inc.

7 Went into receivership August 2, 1978.

8 Ceased to be a subsidized line in November 1970.

9 includes 37 subsidized operators.
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Table 15:

ODS CONTRACTS IN FORCE—SEPTEMBER 30, 1978

A. Liner Trades:

Number of Annual Sailings
Operator and Contract Subsidized
Contract No. Duration Ships Service (Trade Route/Area) Minimum Maximum
American President Lines<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>