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MARITIME SECURITY AND COMPETITIVENESS
ACT

TUESDAY, JULY 20, 1993

House of Representatives,
Subcommittee on Merchant Marine,

Committee on Merchant Marine and Fisheries,
Washington, DC.

The Subcommittee met, pursuant to call, at 2:00 p.m., in room
1334, Longworth House Office Building, Hon. William O. Lipinski

(Chairman of the Subcommittee) presiding.

Present: Representatives Lipinski, Pickett, Taylor, Andrews,
Green, Hastings, Ackerman, Bateman, Kingston, Fowler, and Bent-

ley.

Staff Present: Keith Lesnick, Staff Director; Jim Caponiti, Profes-

sional Staff; David Honness, Professional Staff; Randy Morris, Sub-

committee Clerk; Shelby Mertes, Staff Aide; Sarah Resnick, Staff

Aide; John Cullather, Professional Staff; Carl W. Bentzel, Counsel;

Sue Waldron, Press Assistant; Greg Lambert, Counsel; Harry F.

Burroughs, Minority Staff Director; Cynthia M. Wilkinson, Minori-

ty Chief Counsel; Kip Robinson, Minority Counsel; and Margherita
Woods, Staff Assistant.

STATEMENT OF THE HON. WILLIAM O. LIPINSKI, A U.S. REPRE-
SENTATIVE FROM ILLINOIS, AND CHAIRMAN, SUBCOMMITTEE
ON MERCHANT MARINE
Mr. Lipinski. Good afternoon. Today the Subcommittee will meet

again to hear testimony on H.R. 2151, the Maritime Security and
Competitiveness Act of 1993, a bill to revitalize the United States

Merchant Marine. We are pleased to have before us witnesses from
the Department of Defense and the Department of Transportation

to testify on the bill.

We also have with us today a witness who will testify on the

living and working conditions of seamen on foreign-flag ships.

It is my hope that H.R. 2151 and related legislative proposals

will serve as a foundation for a rejuvenated and competitive U.S.

Merchant Marine capable of transporting this country's foreign

commerce. As we face the task of finding effective solutions toward
achieving that goal, our efforts have taken on a greater urgency
with the announcement of APL and Sealand's intention to transfer

many of their U.S. flagships to foreign registry.

Among the reasons given for this action is the high degree of un-

certainty connected with our current efforts. Put simply, they
doubt we will succeed. Let me assure those who question our re-

el)



solve, we will have a strong U.S. flag industry now and in the

future.

We hope that today's witnesses can provide some insight with re-

spect to the administration's maritime policy intentions. The ad-

ministration's cooperation would greatly enhance our ability to

achieve maritime revitalization. It has never been clearer that the

survival of the U.S. maritime industry and American jobs depend

on our success.

Our witnesses today are Joan B. Yim, Acting Administrator,

Maritime Administration, Department of Transportation, William

J. Lynn, Director, Program Analysis and Evaluation, Department
of Defense, Paul Chapman, Instructor, Bangor Theological Semi-

nary, author, Trouble on Board.
I want to welcome all the witnesses here today. I sincerely appre-

ciate their attendance. As I am sure you have been told, we will

take testimony from the three witnesses, then we will have ques-

tions for all of you. We try to expedite the process here as much as

we can and we think that by doing it that way we will speed things

along.

I now recognize Mr. Andrews for any opening statement that he

might have.

STATEMENT OF THE HON. THOMAS ANDREWS, A U.S.

REPRESENTATIVE FROM MAINE

Mr. Andrews. Thank you, Mr. Chairman. I simply want to thank

you for convening this public hearing and also for your leadership

in this very important area.

Needless to say, there are many on this Committee very much
committed to the goal that you have stated, Mr. Chairman, in your

opening statement; that is, a rejuvenated and competitive U.S.

Merchant Marine industry, and that is the reason why this legisla-

tion is before us.

That is the reason why I, Mr. Chairman, am a cosponsor of this

legislation and why I am so pleased that we have our witnesses

here today.

So I choose not to take any of their time away from them and

am very anxious to hear their testimony, particularly when we
have someone on the panel from the State of Maine. I never want

to intrude upon anyone from Maine's time.

Thank you, Mr. Chairman.
Mr. Lipinski. Thank you.

STATEMENT OF THE HON. ALCEE HASTINGS, A U.S.

REPRESENTATIVE FROM FLORIDA

Mr. Lipinski. Mr. Hastings, the Chair recognizes you for an open-

ing statement.
Mr. Hastings. Thank you very much, Mr. Chairman.

I too would like to welcome today's witnesses. We cannot over-

look the growing trend of vessel owners forsaking the United

States flag for more favorable foreign flag opportunities.

H.R. 2151 will reverse the growing trend of vessel repatriation

spreading through the United States maritime fleet, and obviously

this can be accomplished by providing the needed incentives to
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remain American flag. H.R. 2151 is designed to stimulate as many
as 90 commercial ships annually by providing ample subsidy pay-

ments.
Over this 10-year period, commercial vessels in the amount of

900 could be the end result of this undertaking. By acting today, we
can protect and support maritime reform by supporting H.R. 2151

and acknowledging that the United States must improve its com-

petitiveness.

So, again, I thank the witnesses and I thank you, Mr. Chairman.

STATEMENT OF THE HON. HERBERT BATEMAN, A U.S.

REPRESENTATIVE FROM VIRGINIA

Mr. Lipinski. Thank you, Mr. Hastings. The Chair now recog-

nizes the Ranking Minority Member of the Committee, Mr. Bate-

man.
Mr. Bateman. Thank you, Mr. Chairman.
I will ask unanimous consent that my prepared opening state-

ment be made a part of the record. I proceed under the premise of

those who are going to make opening statements ought to be here

on time, and since I am not, I will forego it.

Let me just say that time is indeed running out for the U.S. flag

Merchant Marine, and I would certainly strongly urge that all of

us, not just in the Congress, but those in the administration, come
to grips with that very solemn fact.

We just don't have time left to diddle with this problem if we are

going to sustain an American Merchant Marine, and to me it is un-

thinkable that we would not do so, so I hope that that message can

be carried very, very clearly and distinctly and that we will come
to face the reality, the very unpleasant reality that confronts us.

Thank you.
Mr. Lipinski. Thank you, Mr. Bateman, and Mr. Bateman s full

statement will be accepted into the record without objection, and I

don't hear any objection.

[The statement of Herbert Bateman follows:]

Statement of Hon. Herbert H. Bateman, a U.S. Representative from Virginia,

and Ranking Minority Member, Subcommittee on Merchant Marine

Mr. Chairman, we are now at the point where we need some signal from the Ad-

ministration on the proposals contained in H.R. 2151.

I personally have reached the point where any guidance or ideas would be better

than the "continuing" statements that we are still studying the "issue." Obviously

the carriers are concerned. In fact, APL filed an application this past Friday to re-

flag seven of its vessels. This follows Sea-Land's application to re-flag 13 of its ves-

SelS -
• /I _x •

Please don't misunderstand me—my criticisms are not partisan. Certainly prior

administrations share in the blame—if that is the correct word.

The real issue is will this Administration support—or even just acquiesce in—our

Committee's efforts. Certainly H.R. 2151 is not perfect, but absent guidance from

our witnesses today, we have no choice but to proceed—and proceed quickly.

Mr. Chairman, that concludes my opening statement.

Mr. Lipinski. Also I would like to place in the record the state-

ment of the Honorable Jack Fields, the Ranking Minority Member
of the full Committee, and without objection, we will place his

statement into the record.

[The statement of Jack Fields follows:]



Statement of Hon. Jack Fields, a U.S. Representative from Texas, and
Ranking Minority Member, Committee on Merchant Marine and Fisheries

Mr. Chairman, I am pleased to participate in this, the second hearing on H.R.

2151, the bill to revise the operating-differential subsidy program.

Over the years this Committee has held countless hearings on maritime reform.

Over the last decade, we heard predictions that the U.S.-flag merchant fleet would

be doomed unless we leveled the playing field by reforming our archaic maritime

laws. Some people called those predictions empty threats. Those who doubted that

the American merchant marine was in trouble certainly must have a new perspec-

tive after the recent announcement by Sea-Land and American President Lines con-

cerning their intentions to re-flag a number of their vessels.

We no longer have to speculate whether liner companies will flag foreign; they

are doing that. We no longer have the luxury of ruminating over alternatives; we
have to make decisions. Although we her on Capitol Hill have the responsibility of

passing reform legislation, we cannot do it without the support of the operators, the

unions, and the Administration.
In May, we heard from representatives of vessel owners and seagoing labor—the

two groups that have the most to lose if we cannot successfully conclude a legisla-

tive effort on maritime promotion. Today, we will hear from the Administration.

I will be particularly interested in hearing how the Department of Defense plans

to maintain a sealift force without American ships—and more importantly Ameri-

can seamen—to operate sealift vessels. I will also be interested to hear how much
money they plan to spend to build their own sealift fleet as a replacement for the

privately owned merchant fleet.

I also hope that the Maritime Administration has some contingency plans for how
to man the Ready Reserve Force vessels if the Agency is called upon once again to

break out these ships for an emergency mobilization and we have lost a large

number of merchant seamen due to the reflagging of American ships.

It is beyond comprehension that the United States, the largest tradmg Nation m
the world and the most powerful military force in the world, might end up without

its own merchant fleet. Yet, that is exactly what is going to happen unless we work

together, work hard, and move quickly.

Thank you, Mr. Chairman.

Mr. Lipinski. Now I would like to recognize our first witness of

the of the day—before we do that, we want to recognize a slightly

late arrival, our very good friend, Mr. Taylor.

Mr. Taylor, you have an opening statement?

Mr. Taylor. No.
Mr. Lipinski. You don't have an opening statement, OK. Then

we will go back to what I was going to do a moment ago.

STATEMENT OF JOAN B. YIM, ACTING ADMINISTRATOR, MARI-

TIME ADMINISTRATION, DEPARTMENT OF TRANSPORTATION

Mr. Lipinski. I would like to introduce our first witness of the

afternoon, Joan B. Yim—I apologize; it is difficult—Acting Admin-

istrator, Maritime Administration, Department of Transportation.

It shouldn't be tough when it is three letters but nevertheless, it

is, at least for me it is. The floor is yours.

Thank you very much for being here.

Ms. Yim. Thank you, Mr. Chairman.
Mr. Chairman, Members of the Subcommittee, I appreciate your

invitation to testify on behalf of the Department of Transportation

concerning H.R. 2151, the Maritime Security and Competitiveness

Act of 1993. „ , ._ r
I would like to commend the Members of the Subcommittee tor

meeting head-on the problems facing the U.S. maritime industry.

The causes for the long-run decline of the U.S. Merchant Marine

are many and complex, including operating costs and more strin-

gent regulatory requirements.



Certain disparities result in advantages for foreign-flag opera-

tors, making it more difficult for U.S. shipping companies to com-

pete in international markets.
As this Subcommittee understands, most U.S. maritime policies

and programs date from the mid-1930's. The Merchant Marine
played an important role in our efforts in World War II and the

Korean and Vietnam conflicts. Nevertheless, these programs were

not designed to allow U.S. carriers and shipyards to respond rapid-

ly to the dynamic situations found in today's international mar-

kets, nor were they conceived to foster the types of innovation and
improvements in efficiency that are now needed to be competitive

worldwide.
The Administration recognizes the important role that the U.S.

Merchant Marine plays in our national defense policy. As Presi-

dent Clinton recently stated, "America's merchant ships continue

to provide jobs and economic benefits for America. The men and
women who sail those ships and who serve in supporting industries

are prepared to support the Nation in times of crisis."

During times of national emergency or other crises, the commer-
cial fleet is one source of strategic sealift, as was demonstrated

during Operations Desert Shield and Desert Storm. The active com-

mercial fleet also provides a base of seagoing employment for

American seafarers who in turn are available to the Department of

Defense and the Maritime Administration to crew sealift ships, in-

cluding the Ready Reserve Force, during crises.

The use of civilian merchant mariners on government ships in

times of emergency is one of the most cost-effective and efficient

examples of public-private partnerships, a new concept to many
but a well-tested one for our national defense.

Over 10,000 seafarers are employed by privately owned U.S.-flag

ships engaged in international trade. The U.S. shipbuilding and
repair industry employs substantially more people, approximately

83,000 in the major shipyards alone, and about twice that number
in the supply industry.

The U.S. maritime industry is now at a crucial juncture. If the

industry is to be internationally competitive, then U.S. companies

must be able to work within a comparable cost and regulatory

structure and have the same operating flexibility as their foreign

competitors.
Given the divergent views within the American maritime indus-

try, formulating and implementing meaningful and acceptable

changes in maritime policy is a difficult process and there are no

easy solutions.

For nearly six months, the Administration has considered initia-

tives that would help to improve the overall efficiency and econom-

ic competitiveness of the industry. Early in his tenure, Secretary

Pena met with representatives from all sectors of the U.S. mari-

time industry—carriers, shippers, maritime labor, and shipbuild-

ers—to discuss their concerns and to listen to their ideas on how to

make the industry stronger.

In April, Secretary Pena developed a set of maritime policy ini-

tiatives that were presented to the National Economic Council. The
NEC met regularly over the course of several weeks to discuss in



detail each of the Secretary's initiatives, along with policy alterna-

tives.

Maritime reform has received vigorous attention within the Ad-
ministration and is still under active consideration. One of the cru-

cial issues that has yet to be resolved is funding for a new mari-

time program. Severe budgetary limitations have already been
placed on attempts to increase Federal expenditures generally, and
financing priorities for some of the Administration's initiatives

have yet to be resolved.

Let me assure you, however, that the concerns of Congress and
the industry will be weighed in the decisionmaking process.

Mr. Chairman, this concludes my statement. I will be happy to

answer any questions that you or Members of the Subcommittee
may have.
Mr. Lipinski. Thank you very much. We appreciate your state-

ment here today.

[The statement of Joan B. Yim may be found at end of hearing.]

STATEMENT OF WILLIAM J. LYNN, DIRECTOR, PROGRAM
ANALYSIS AND EVALUATION, DEPARTMENT OF DEFENSE

Mr. Lipinski. Our next witness is William J. Lynn, Director, Pro-

gram Analysis and Evaluation, Department of Defense.

Welcome, sir.

Mr. Lynn. Thank you.

Mr. Chairman, Members of the Committee, I appreciate the op-

portunity to be here today to testify about the Department of De-

fense's requirements for sealift and how those requirements might

There is no doubt that DoD needs sealift. The United States is a

nation with global interests, and it depends upon the deployment of

forces from U.S. bases to defend those interests when trouble

strikes. A deployment of any significant size would depend heavily

on sealift for afloat prepositioning, surge deployment of units, and
then sustainment of forces with ammunition, supplies and bulk

fuel.

It is a longstanding national policy to rely on the maritime in-

dustry to meet DoD requirements to the extent that the industry

can do so, and we intend to continue that policy.

Some types of ships in commercial service are well suited to

meeting DoD's sustainment requirements. The department in fact

looks first to the U.S.-flag fleet to supply needed capacity, although

we also make use of U.S.-owned ships, ships flying foreign flags, as

well as ships of other nations where specific commitments exist.

If the U.S.-flag fleet cannot meet DoD's sustainment require-

ments without financial assistance, however, DoD will have to bal-

ance the benefits of having added capacity in the U.S.-flag fleet

against the cost of maintaining that capacity.

To invest additional DoD funds in sealift, we would have to be

convinced that the reduced risk was worth the opportunity cost the

department would have to pay through reductions in other aspects

of the defense program.
The prospect of a shortfall in the maritime industry's capacity is

a relatively new problem for defense planners. Throughout the



1970's, the industry was able to meet all but a few very specialized

military sealift requirements. Defense programming focused on
NATO, and the requirement for rapid reinforcement with heavy
ground forces was met largely through prepositioning.

The commercial shipping fleets of the United States and its

NATO allies were adequate in both number and capacity to meet
U.S. deployment timetables and to sustain deployed U.S. forces

over time.

In the late 1970's, the department took a number of steps to im-

prove U.S. defense capabilities in Southwest Asia. Prepositioning

ashore was not an option in the region at that time. While some
ships in commercial service could meet early deployment require-

ments, the U.S. commercial fleet was in the process of replacing

those ships with containerships, which, although they are extreme-

ly useful for moving commercial cargoes, cannot handle large items

of military equipment efficiently.

Thus, the department found it necessary to procure sealift ves-

sels to move the equipment of units that would deploy early in a

crisis.

By the late 1980's, the government had procured rapid-response

sealift for about one Army division and its support. Those vessels

included fast sealift ships, and roll-on/roll-off ships for ^the Ready
Reserve Force. In addition, under a "build and charter" program,

the department acquired 13 prepositioning ships on which it stored

equipment and supplies for three marine brigades.

For later-deploying units, we relied on the U.S.-flag fleet and on
the remaining government-owned vessels. Together, those ships

provided the capacity to deploy three more Army divisions and
their support. The U.S.-flag fleet also was able to meet sustainment

requirements.
This was the fleet available in the summer of 1990, when Oper-

ation Desert Shield began. In that deployment, about 45 percent of

the cargo that went by sea moved on ships owned by or on long-

term charter to the U.S. Government. Another 35 percent moved
on U.S.-flag ships normally engaged in international trade, and
about 20 percent moved on chartered foreign-flag vessels of coali-

tion partners and other nations.

U.S. defense planning now focuses on regional contingencies like

Desert Shield/Desert Storm, and our estimate of future require-

ments has been heavily influenced by our experience in that oper-

ation. One of the main lessons of the Gulf War was that the deploy-

ment would have been much too slow if Iraq had pressed its initial

advantage.
We cannot count on having several months to build up U.S.

forces in future regional contingencies. In 1991, therefore, the de-

partment began a major reassessment of mobility requirements for

regional contingencies. The first product of that effort, Volume I of

the Mobility Requirements Study, was transmitted to Congress in

January of 1992. That volume addressed intertheater mobility re-

quirements.
To overcome deficiencies in rapid deployment capability, the

study recommended four things. First, procurement of ships for

afloat prepositioning of a heavy Army brigade and theater support

forces. Second, procurement of rapid-response sealift to augment
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existing capacity for deploying a two-division heavy Army corps

anywhere in the world within 35 to 40 days. Third, retention of

enough residual capacity in the government-owned fleet to aug-

ment U.S.-flag vessels so that a regional deployment could be com-
pleted in about 60 days. And fourth, improvements to the U.S. in-

frastructure to permit the rapid movement of equipment and sup-

plies to ports of embarkation.
The Mobility Requirements Study found that additional govern-

ment-owned sealift would have to be procured for the rapid deploy-

ment of military units, for three reasons. First, ships for rapid de-

ployment missions must be available for loading in four or five

days; second, such vessels must be capable of being loaded and un-

loaded quickly; and third, they must have relatively high speed.

Unfortunately, only a small percentage of ships in commercial
service can be made available for military missions that quickly,

and there is little commercial demand for ships with the loading

and speed characteristics that facilitate the rapid deployment of

military equipment.
On the other hand, the Mobility Requirements Study found that

the U.S.-flag fleet, as then projected, would be adequate to meet
sustainment requirements at least through the end of the decade.

Volume II of the study was transmitted to Congress last month.
It provides supporting detail for the conclusions in Volume I; an
examination of the use in concurrent contingencies of the mobility

force recommended in Volume I; and analyses of several program-

matic details, such as the location of reserve ships.

Volume III, which we expect to transmit in the fall of this year,

will include analyses of requirements for sealift tankers and for in-

tratheater lift of all types, as well as an examination of the in-

creased use of containers.

Since the intertheater portion of the Mobility Requirements
Study was completed, two major U.S. flag carriers have announced
their intention to reflag a portion of their fleets. A number of such

reflaggings already had been anticipated in the fleet projection

used in the study, so these announcements do not come as a com-

plete surprise.

If the applications for reflagging are approved, some of these

ships could move to the effective U.S.-controlled fleet, where they

still would be available in time of crisis. The planned disposition of

the remaining ships is uncertain, as is the size of the U.S.-flag fleet

that would be sustained by the Jones Act and future preference

cargoes alone.

As you know, and as Ms. Yim mentioned, the administration is

considering government policy and program options for the mari-

time industry, from the point of view both of meeting DoD require-

ments and of encouraging a competitive industry that would pro-

vide jobs for Americans.
Until the administration has completed its review and the Presi-

dent has made a decision on the policy he wishes to pursue, it

would be inappropriate for me to comment on the specific program-

matic options that you have in H.R. 2151.

Mr. Chairman, that concludes my remarks. I would be happy to

answer any questions.
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Mr. Lipinski. Thank you very much, Mr. Lynn. We appreciate

your testimony also today.

[The statement of William J. Lynn may be found at end of hear-

ing.]

STATEMENT OF PAUL CHAPMAN, INSTRUCTOR, BANGOR
THEOLOGICAL SEMINARY, AUTHOR, TROUBLE ON BOARD

Mr. Lipinski. And our final witness this afternoon would be Paul
Chapman, instructor, Bangor Theological Seminary and the author
of Trouble on Board.
Mr. Chapman, thank you very much for attending this hearing

today. We look forward to hearing your testimony.

Mr. Chapman. Thank you, Mr. Lipinski and Members of the

Committee.
My written comments are rather long so I would just like to

submit them for the record and then make a few comments about

them.
For a number of years, I was director

Mr. Lipinski. One moment please. Without objection, it will be so

ordered that we accept this full statement for the record.

Thank you.
Mr. Chapman. For about 10 years I was director of the Center

for Seafarers' Rights which was an organization counseling seafar-

ers and port chaplains on conditions on board ships.

There are port chaplains in about 800 ports around the world, in-

cluding 90 ports in the United States, including ports from all of

your districts, and these port chaplains go on board and interview

seafarers. Often seafarers confide in them and tell them stories

about conditions on board that are not available anyplace else be-

cause seafarers are afraid to tell these stories lest the they lose

their job.

In the course of this time we developed a profile of what is hap-

pening on board the so-called flag of convenience ships in our world
today. I think it is of interest as to what would happen if we lost

our U.S. fleet.

First of all, it is important to remember that the jurisdiction on
a flag of convenience ship rests with the registering country. The
ship may be owned in Hong Kong, the seafarer may be from
Burma or the Philippines, but once that seafarer is on a Panamani-
an flagship, he is a member of the Panamanian work force and is

controlled by Panamanian labor law.

As it happens, most of the 30 or so flag of convenience countries

that register these ships have little or no interest in maintaining
the kind of labor standards that would be available in more devel-

oped countries, so that a seafarer on a ship like that in effect walks
into a legal black hole.

Once the ship leaves port, there is very little protection and very

little restraint on the owner, the operator other than the desire to

manage a ship well. Our statistics show that in as many as 20 per-

cent of these ships, there is a real abuse or exploitation of the labor

force on board.
Good management includes requiring a concern for the human

rights of seafarers, but because of the deteriorating conditions in
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many of the maritime nations, many of the registering nations, the

spiral is working downward. There is a deterioration of standards.

Flagging out has meant an end to legal protections for this work
force. Once they go to sea on a flag of convenience ship, they are

without a country to protect them.
This happens in the following way: As soon as a ship flags out,

one of the first things that will happen is that the crew will be
changed from an American crew to a foreign crew. This is the pat-

tern around the world. This is one of the reasons for flagging out.

There are aggressive maritime agencies throughout the world,

recruiting agencies who are competing to sell cheaper crews to the

operators of these vessels.

The way it works is this: A ship that flags out, a company that

flags out, usually hires a ship management company which in turn

subcontracts for their labor from one of these many agents from
the Third World, so that the direct link between the operator and
the crew is lost.

There is no longer that kind of connection of responsibility and
accountability between manager and crew member. An operator is

constantly tempted to notch down on the spiral of standards. A
Philippine's crew member can be hired, an A.B. for $300 or $400 a
year. A Chinese crew member can be hired for $90—not a year—

I

am sorry; a month. A Chinese crewman can be hired for $90—I am
sorry—$300 to $400 for a Filipino, $90 for a Chinese, and this is the

kind of competition that we are facing in the international mari-

time scene today.
Often under these systems of subcontracting and of chartering,

the owner doesn't even know what is happening on board the ship

that he ultimately owns. We had the case of a Chinese crew coming
to us that was employed by a major U.S. oil company and they

said, we respectfully submit, sir, that we have not been paid for

one year.
I called the oil company and they had idea that the crew on their

ship had not been paid. So the loss of accountability between crew
and manager is an inevitable result of flagging out.

What will happen if United States ships, in order to remain com-

petitive, must flag out is that, first of all, as I have said, the Ameri-
can crews will be replaced by foreign crews. Perhaps not all at

once. In Norway, for awhile the captain and the chief engineer

were Norwegian, but then in many of the Norwegian ships that

have flagged out now, all of the crew from top to bottom are for-

eign.

The result in this country would be tragic. It would be the loss of

maritime career, the loss of our maritime expertise which for 300

years has been a part of the tradition of this country. This is an
unrecoverable loss. There is no crash course in maritime—for mari-

time officers.

You go to school, yes, but you also spend 10 years at sea before

you can sit for your master's license. To lose part of our national

confidence would be tragic. For the greater trading nation of the

world not to be able to sail is an unthinkable thought.

Second, because the maritime industry draws most of its operat-

ing personnel from former ships' captains we would no longer have

that pool, and not only would the ships be having to flag out, but
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the executive corps would be having to be drawn from foreign

countries. It would be sad that this country, which is trying to

raise standards through the Oil Pollution Act of 1990, for example,

would not itself be able to model those standards in our own fleet.

So, Mr. Chairman, and Members of the Committee, I hope that

you would consider not only the questions of economic security and
of national security, but you would consider the questions of

human rights that would be lost if we were to lose the high stand-

ards that we maintain in our merchant fleet today.

Thank you.

Mr. Lipinski. Thank you very much, Mr. Chapman, for that very

interesting testimony.
[The statement of Dr. Paul Chapman may be found at end of

hearing.]

Mr. Lipinski. The Chair now recognizes for questioning the

Ranking Minority Member of the Merchant Marine Subcommittee,

Mr. Bateman.
Mr. Bateman. Thank you, Mr. Chairman.
Ms. Yim, in your statement you made reference, and this is

something that excited all of us, to Secretary Pena having met
with various segments of the maritime industry and having formu-

lated a set of recommendations that went to the National Econom-
ic Council.

Our information is that those recommendations did not fare well

in that forum, and I am curious as to whether or not it is within

your ground rules that we might be furnished with the recommen-
dations which were not accepted in the council in order that we
might read them against our initiative and H.R. 2151?

Is that something you could provide us with?

Ms. Yim. The NEC was established by Executive Order by the

President in January of 1993. Our proposal was basically taken

through a process whereby various agencies were allowed to review

it and come up with options for the President, who will ultimately

make the decision.

So, at this point, I would have to say that our proposal is still a

part of the ongoing review process that is taking place, and I would

be doing a disservice to the process if it were brought forth for your

Committee's review at this time.

Mr. Bateman. Well, this Member certainly doesn't want any-

thing done which would embarrass the process. If there is anything

this Member can do to expedite the process, I am more than ame-

nable to suggestions.

Mr. Lynn, in your testimony you made reference to ships that

were being reflagged as becoming a part of the effective American
flag fleet. What is the difference in terms of our national security

needs and opportunities between effective American flag fleet and

an American flag vessel?

Mr. Lynn. It is hard, probably impossible, to quantify a differ

ence in terms of security. Qualitatively, the major difference is the

one that Mr. Chapman, I think, mentioned, which is that effective

U.S.-controlled vessels would generally have foreign crews, not U.S.



12

Because they are under effective U.S. control, the ships would
still be available for requisitioning should the President decide to

exercise that authority.

Mr. Bateman. That the
Mr. Lynn. So the ships would be available under requisitioning

or for charter. They would not have U.S. crews, so you then make
qualitative judgments about the reliability of U.S. crews versus for-

eign crews.
Mr. Bateman. But effectively as available as they would be even

if they were American flag vessels, or is there some level or differ-

entiation between the two?
Mr. Lynn. I am not aware of any difference between the legal

rights in terms of requisitioning. The major difference is in terms
of
Mr. Bateman. Equally subject to requisition, but you end up per-

haps with an, "effective American flag vessel manned by a foreign

crew, may or may not be dedicated to the foreign policy and strate-

gic objectives of the United States."

Mr. Lynn. I think that is a fair summary of it.

Mr. Bateman. OK, thank you.

Mr. Lipinski. Thank you, Mr. Bateman.
What I am going to do right now is call a halt in the proceeding

so we can go over and vote and then we will be right back to

resume the questioning with Mr. Taylor.

[Recess.]

Mr. Lipinski. We will now resume our hearing and the Chair will

recognize next Mr. Taylor.
Mr. Taylor. I would like to open this up to the panel to respond.

I understand, just had an opportunity to read a letter from Senator

Mikulski to the President in which she makes reference to the

military advising Sealand and I guess American President to reflag

their ships.

I was wondering if any of you were familiar with that and if any
of you would care to comment on that.

Mr. Lynn. Congressman, I am not aware of any advice that was
given to Sealand or APL from the Department of Defense regard-

ing either reflagging or not reflagging.

I can of course go back and check. Military is a broad term, but

certainly no one within my knowledge did that, but we would have

to confirm it.

Mr. Taylor. My second question would be, and I will open this

up to the panel and in particular Mrs. Yim—Ms. Yim, excuse me. I

was raised in a different time, in a different place.

I really have a problem with something that APL and Sea-Land

are saying. They come to the Committee and say, well, American
ships in effect are too expensive to buy so we shouldn't give them a

subsidy, but we are a bargain for the taxpayer even though we are

more expensive, and we should get one, and I find that a tad incon-

sistent since the shipyard workers, who they are saying are over

priced, would be the ones paying the taxes to pay for those subsi-

dies, and I was wondering if, in the Administration's proposal that

is being put together, if they had given any thought to that and I

was wondering what your thoughts are on that.

I personally find it very inconsistent, bordering on hypocritical.
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Ms. Yim. Well, I know that Congress has taken action in supple-
mental appropriations legislation to continue Title XI subsidies for
shipyards and has moved that, a significant amount of money be
made available for that purpose. I believe it is a total of $52 mil-
lion, $48 million of which would go into the Title XI program. I

think that is a significant item to have available for the Adminis-
tration to use to support shipyards.
As far as how that fits in with the overall problems faced by the

U.S.-flag industry, I think that we really have to assess some of the
information that has been submitted to us as the rationale for re-

flagging. We are taking a very close look at that in terms of our
obligations at the Maritime Administration, and we are very care-
fully assessing the options we have for processing these reflagging
applications. That is certainly one consideration that we would give
in terms of our review of their applications.
We are not going to overlook that as a factor in terms of a deci-

sion with regard to the reflagging.
Mr. Taylor. Ms. Yim, how long have you been with the Mari-

time Administration?
Ms. Yim. Since May 4th.

Mr. Taylor. Of this year?
Ms. Yim. Of this year.
Mr. Taylor. Mr. Lynn?
Mr. Lynn. I have been with the Department of Defense since

January 20th.

Mr. Taylor. I am curious about the initial decision to allow for-

eign-built ships to flag American and then turn around and get an
operating subsidy. So neither of you were part of that decision?
Ms. Yim. No, I wasn't.
Mr. Lynn. That is correct.

Mr. Taylor. Is there any talk amongst the Administration when
you are formulating policy of whether or not this practice should
be continued?

I mean, if we are out to preserve a national resource, which obvi-
ously the carriers are, how can we on one hand say one national
resource is worth keeping but another national resource, namely
the yards, are not?
Ms. Yim. Well, I am a member of the committee that is working

under the National Economic Council to prepare a study, in re-

sponse to Congress' direction, on how to make our shipyards more
competitive. That report is required to be submitted by the Presi-
dent to Congress by October 1st of this year.
Debby Christie represents the Department of Defense on that

committee, and we are in the process of taking a good hard look at
that to come up with some practical ideas to help our shipyards.
Mr. Taylor. Ms. Yim, just out of curiosity, it is now the seventh

month approximately, well, almost seven months to the day since
the President was sworn.

I realize that the President has a whole world of responsibilities
and a whole world of troubles, but quite honestly I don't think that
maritime reform was something that should have been put on the
back burner, and I was just curious why the delay to this point.
And now you are talking October and not even a firm date then.
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Ms. Yim. No. October is the deadline date for the required report
to be submitted to Congress. That is from a DoD defense appropria-
tions bill which required a study of shipyard competitiveness. That
is the October 1st deadline I was referring to.

As far as the overall maritime revitalization program, all I am
prepared to say is that it is still under review. That is all I can say
at this point.

Mr. Taylor. Thank you, Mr. Chairman.
Mr. Lipinski. The Chair recognizes Mr. Andrews.
Mr. Andrews. Thank you very much, Mr. Chairman.
I have a few questions. Dr. Chapman, I found your testimony to

be particularly interesting and compelling, really. Just so that I am
clear about your testimony, what you are saying is that if we
ignore as a Congress legislation like the legislation we are dealing
with today, and if the administration does not act positively to this

issue at whatever timeframe they choose, what you are saying is

that we can then expect a direct correlation between that kind of

inaction and an increase in human rights abuses among those who
are crewing these vessels.

Might I also conclude correctly that we probably would see a lot

of control and safety with respect to ships coming into our ports?

Portland, Maine, where I represent, there is only one other port

city in the entire East Coast of the United States that receives

more oil than we do. We are very concerned about the standards
on those ships when they bring all of that oil on to our shores.

Are you saying that there could very well be implications, not
only for human rights abuses, but also in terms of the safety stand-

ards that we could expect to have on those ships.

Mr. Chapman. That is right, Mr. Andrews, because a lot of the
registering countries have defaulted in the maintenance of stand-

ards in international shipping. In many cases, the port states have
sought to fill the gap by enacting laws that have allowed the ports

to prevent pollution, et cetera. But it still has remained the pri-

mary responsibility of the flag state to maintain standards.

When the flag state defaults, up until this point, there has not
been enough international attention to fill this gap. So you can
draw a direct line between flagging out and the deterioration of 1

standards, nonetheless, that has been the pattern.

In at least a certain percentage of the operators, there has been
this downward spiral. You can trace, for example, the reports that

are coming out of the Memorandum of Understanding, the Secre-

tariat in Holland. You can trace how substandard ships are the
very ships that are both mistreating the crew, polluting the waters.

And those are the ships that are coming out of the countries that

don't enforce any of the rules. All that is possible to verify.

Mr. Andrews. If you have any additional information that you
might be able to provide the Committee or myself, I would appreci-

ate it very much. Or if you could help steer us in the direction of

getting additional information, I would appreciate that.

Because we have so little time, I want to quickly ask you a ques-

tion. Am I correct in my understanding of your testimony that in

fact, in a time of national crisis, at a time when our national secu-

rity may be on the line in terms of an international incident, this

country is now depending upon and unless we take a look at this
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issue very seriously and take action on the issue we are discussing
today, we can find ourselves continuing to be dependent on foreign
crews to be delivering vital pieces of machinery and goods for the
military operation of this country, foreign crews who may in fact

be opposed to or may have no sympathy what so ever with the
goals and objectives of our military? Is that correct?
Mr. Lynn. I think it would be correct to say that if the decline in

the U.S.-flag fleet were to continue, we would be more dependent
on foreign flagged, foreign crewed ships than we currently are.

Mr. Andrews. So because of the lack of control we were just

talking about with Dr. Chapman, we could in fact find ourselves
with crews that might be very unsympathetic to the cause the
United States armed forces might be engaged in, the very crews we
would be depending upon to deliver environmental equipment to

our armed forces; is that correct?
Mr. Lynn. There are a variety of other things that we depend on

to move forces—air lift, prepositioning. There is a large govern-
ment-owned fleet and the use of ships from the commercial fleet. If

we did not have U.S.-crewed ships to depend on for the commercial
fleet portion, we would have to look either to the effective U.S.-con-
trolled fleet or to the fleets of our allies to provide a portion of
what would be mostly sustaining sealift.

Mr. Andrews. Finally, Ms. Yim, given those two pieces of testi-

mony, does that cause you concern and do you believe that as a
result of those kind of considerations, the administration may be
putting this in a bit higher level of priority than we have been
reading about in the papers to this point.

Sort of a follow-up to this question, maybe you could disabuse us
of some of the implications of some of the stories we have been
reading in the newspaper that the National Economic Council has
decided to abandon any effort to address the issues and concerns
that we are dealing with.
My understanding of your testimony is that that is not the case,

and there has not been a decision by the Administration. And in

October, we could see complete support for initiatives like we are
talking about today.
Ms. Yim. To speak to the particular issues about the effect of

nothing being done, I think it is clear that we would see a decline
in the number of U.S.-flag ships, and a comparable decline in the
number of shipboard jobs.

For example, we estimate that we would go from 384 U.S.-flag

ships today, of which 150 are in international trade, to slightly over
130 ships, of which less than 30 would be in U.S. foreign trade. We
also see the number of shipboard jobs declining to 6,300, which less

than 1,300 would be in international trade. That is down from a
total of 20,000 with 10,000 in international trade.

We would see shipyard employment declining to 53,000, with an
additional 60,000 jobs in shipbuilding supplier industries, like steel

and electronics, also being lost. So if nothing is done, we believe
these are the types of results we would see.

However, the National Economic Council process and the Admin-
istration review of the Maritime Revitalization Program are still

ongoing. As soon as a decision is made, we will provide the Sub-
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committee with the recommendations. That is the statement I am
prepared to make today.
Mr. Lipinski. Thank you, Mr. Andrews.
The Chair now recognizes Mrs. Bentley.
Mrs. Bentley. Thank you, Mr. Chairman.
Ms. Yim, following up on the question that was just asked by Mr.

Andrews, are you satisfied with the figures you just gave out? Do
you have any feeling about them at all, of the American Merchant
Marine diminishing to those very stark figures? I mean, personally.
Let's just talk.

Ms. Yim. I think the picture is painted by those figures should be
unacceptable to us as a U.S. Government that has had a long histo-
ry of a U.S.-flag merchant fleet that has come through in times of
war and in times of peace. No, I am not satisfied with those fig-

ures.

Mrs. Bentley. I am glad to hear you say they are unacceptable. I

will ask Mr. Lynn, are you aware or familiar with a letter that
Senator Barbara Mikulski sent to the President on July 1 in which
she alleges that the Pentagon has given advice to two major ship-
ping companies to reflag their ships at the Marshall Islands.
Mr. Lynn. The letter was referred to by Mr. Taylor. I was not

aware of it up until that point.

Mrs. Bentley. Mr. Taylor, did you go into depth on that Mikul-
ski question on the Marshall Islands.
Mr. Lipinski. No one on the panel knew much about it. Congress-

man Taylor could not pursue it because he did not know anything
about it.

Mrs. Bentley. I will ask—even though you are not familiar with
it, I will ask you as a representative from the Defense Department
to try to supply us with a chronology of the meetings between the
DoD officials and the U.S. flag companies concerning the reflagging
of vessels in the Marshall Islands.

I would like to know who was there from DoD, who was there
from the shipping companies and a copy of the written directives to
the DoD officials to the supervisors or the Secretary of Defense in-

structing the DoD official if there is such a letter, to encourage, in-

,

struct, counsel, or help U.S. flag companies in any way reflag in
the Marshall Islands.

Mr. Lynn. We will follow up on that.

[The following was received:]

No Evidence of Discussions

My staff has checked with other DoD offices, Sea-Land, APL, and Senator Mikul-
ski's staff and has found no evidence that any such discussions took place.

Mrs. Bentley. One other question: Has the Secretary of Defense
said anything at all to your knowledge anywhere, publicly or other-
wise, about reflagging in the Marshall Islands?
Mr. Lynn. Not to my knowledge. I don't believe he has said any-

thing publicly.

Mrs. Bentley. What about privately?
Mr. Lynn. Again, not to my knowledge.
Mrs. Bentley. Are you familiar, and if you are not, I would like

again to get the information on it, with the nature of the treaty
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agreement with the Marshall Islands under which U.S. flag vessels
would be allowed to reflag there and what the terms would be.
Could you get that for us?
Mr. Lynn. If it is within the Department, I would be happy to

provide it. I am not quite certain what kind of information would
be available on that.

[The following was received:]

Treaty With the Marshall Islands

There is no treaty that allows the United States to obtain Marshall -Islands-flag
shipping; however, under the Compact of Free Association, the U.S. government rec-
ognizes an exclusive security and defense role relative to the Republic of the Mar-
shall Islands. The Republic of the Marshall Islands has no law that would prevent
the U.S. government from requisitioning a U.S. citizen-owned or -controlled ship
registered in the Republic of the Marshall Islands. This is similar to other Effective
U.S. Controlled (EUSC) nations' regulations or understandings with the U.S. govern-
ment.
The Maritime Administration is responsible for negotiating reflagging requests

under Section 9 of the Shipping Act of 1916, and would therefore be the best source
of information on terms of reflagging. At present, effective U.S.-controlled ships are
available under the provisions of emergency requisitioning under Section 902 of the
Merchant Marine Act of 1936, as amended. In addition, the Vessel War Risk Insur-
ance program, under Title XII of the same Act, as amended, allows the Department
of Transportation to provide indemnification of vessels in exchange for the vessels'
availability for national defense needs.

Mrs. Bentley. Between you and the State Department, there
should be something around.
H.R. 2151 would have an annual cost of about $200 million a

year to keep U.S. vessels operating under the U.S. flag with the
American crews. How much would the military have to spend each
year to represent the same capability by the U.S. flag private Mer-
chant Marine?
Mr. Lynn. You are asking?
Mrs. Bentley. How much would the Defense Department have to

spend annually to provided same level of sea lift capability repre-
sented by the private U.S. flag merchant marine?
Mr. Lynn. That calculation has not been done, Congresswoman,

because the way these things work is that we first calculate the
amount of government-owned sealift that we need to meet surge re-
quirements. Commercial lift generally cannot satisfy those require-
ments because it is not available on the schedule that we need and
it is generally not of the character—i.e., roll-on/roll-off capability
that we need.

In the central study that has been done on this, we then looked
to the U.S.-flag fleet to see what kind of support can be provided in
terms of sustaining lift.

The initial conclusion of the Mobility Requirements Study

—

which assumes some decline in the U.S.-flag fleet, but I think not
as great a one as we are looking at right now—is that the U.S.-flag
fleet would be sufficient to provide sustaining support at the size it

was projected to be around the turn of the century.
If that fleet were not available, the Department would have to

evaluate other alternatives, which would include buying ships.
That would be one option which is where I think you were going.
Other options would include the type of program you were talk-

ing about with H.R. 2151, on whatever scale we thought was
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needed. You could also look at what has been talked about earlier

here in the Committee, which is relying on foreign-flag ships with
foreign crews, be they under U.S. effective control or not. That, ob-

viously, involves more risk and less cost. All those options would
have to be evaluated. I don't have the cost for each one at this

point.

Mrs. Bentley. The Pentagon has been reevaluating that same
scenario since 1950 when I sat at the first hearing of this Commit-
tee when I was a newspaper person. I have yet to see any results

along the line that you just outlined that we are going to be doing.

This scenario just keeps repeating itself, and DoD really has
never come up with any answers. I really think, Mr. Chairman,
that it is about time that we get some specific answers from them.
Mr. Lipinski. I certainly agree with you.
Mrs. Bentley. Mr. Chairman, I ask unanimous consent to put an

article from The Washington Post in the record.

Mr. Lipinski. Without objection, it is so ordered.

[The information may be found at end of hearing.]

Mr. Lipinski. Have you concluded your questioning?
Mrs. Bentley. Yes, I have.
Mr. Lipinski. Mr. Pickett.

Mr. Pickett. I have no questions, Mr. Chairman.
Mr. Lipinski. Mr. Taylor?
Mr. Taylor. Mr. Chairman, my esteemed colleague who repre-

sents Bath Ironworks, the new buzz words in town have been
changed from "don't ask, don't tell" to "don't know, don't care."

Ms. Yim, we are not going to solve anything by finger pointing,

so I am not going to ask for the Administration's official response.

I am going to ask for your responses, OK?
As Acting Director of the Maritime Administration, what are

your goals as far as the number of ships to be built, percentage of

the world's tonnage you would like to see carried on American ves-

sels, the number of Americans you would like to see employed in

the maritime industry in the next couple of years?
You have to have some goals. Obviously, when you were inter-

viewed for the job, you had to have a game plan for where you
wanted to get. Would you relate them to the Committee, please.

Ms. Yim. There are a couple of ways I can respond. Early on, Sec-

retary Peiia made maritime reform one of his top priorities for the

whole Department of Transportation. He was way out in front by
saying clearly what his goals were. In his various meetings, he set

a tone of wanting to be an advocate within the Administration for

a strong revitalization program for all of the maritime industry, in-

cluding shipbuilding and the commercial fleet. So I think there has
already been a very clear indication from the very top of our
agency as to what our position is in terms of maritime revitaliza-

tion.

Now, within the total Administration, I have already told you
that the process is ongoing and a decision needs to be made. The
Chairman of the National Economic Council makes that decision

once he is satisfied with the options that are presented to him.
At our level in the Maritime Administration, I am one member

of a team that is not yet in place. Our Administrator has not yet

been confirmed. I think we are asking for a chance to put into
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affect what we would like to do with the Administration and with
the industry and the various affected industries that we serve.

I also come from a public sector background in which public serv-

ice for the good of the agency is very near and dear to me personal-

ly. I have frequently talked to people about wanting to do the right

thing for the taxpayer and for the Nation. I think that those goals

are not incompatible with the Maritime Revitalization Program.
So if you are asking my personal goals as to what I am bringing

to this, I am a member of a team that is not yet in place, and yet I

come to this with a high degree of wanting to do what is best for

the country and also to follow the leadership of Secretary Pena. I

think he has done quite a remarkable job of putting this on the
forefront.

Mr. Taylor. Ms. Yim, I think every Member of this Committee

—

those of us who bother to come to the meetings—many are frus-

trated, so they quit coming. We say we want to be a strong mari-
time Nation and the game plan is in the works. I am sure those
who have been here longer have been hearing it for 10 years, or
others may have been hearing it for 20 years, but the game plan
never gets on paper.
You have to have goals. The Japanese have 40 percent of the

world's shipbuilding. I am sure they are carrying a large chunk of

the total international trade. Can't we set some goals? Is that too

much to ask for the American taxpayers who have an economic in-

terest in this country?
Can't you set some goals, even if they are too high, so you will

have something to shoot for other than the buzz words we keep
hearing?
Ms. Yim. I think, to some extent, that has been done by Secre-

tary Pena. The fact is there was a Maritime Revitalization proposal
submitted to the NEC and we want, over the next four years, to

build up our U.S.-flag fleet or at least maintain it where it is now.
I think some of that has already started. But, again, it is some-

what frustrating internally that our team is not yet in place, and
we have not yet had the opportunity to do the type of thing that
you are suggesting.
Mr. Lipinski. Thank you, Mr. Taylor. I appreciate your answers.

I think that all the Members of the Committee are quite frustrated
with the situation because of our great desire to revitalize the Mer-
chant Marine industry and move forward and create American jobs

and profit.

I personally believe that the Department of Transportation
under Secretary Pena has been very, very much involved in trying
to develop a policy to do the things all the Members of the Commit-
tee want to do. Unfortunately, I believe that that policy is stymied
by other concerns and considerations by the White House at the
present time.
But I would recommend to everyone in this room and all the

Members of our Subcommittee and Members of the full Committee
that we simply have to continue to agitate aggressively for a revi-

talization of the Merchant Marine industry in this Nation, ship-

building, all aspects of it.

The more noise we make about it, the more aggressive we are
about it, the more chance there is for the White House to get the
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message that this is of vital concern to a lot of people in this coun-
try and that this is very important to a lot of people in this coun-
try.

As we all know, the President has many, many, many issues on
his plate. If we are going to get him to truly focus on an issue we
are concerned about, we are not going to be able to do so if we start

losing resolve, become frustrated, and start walking away from the

issue.

There is no more articulate spokesman for shipbuilding and mer-
chant marine in the Nation than Congressman Taylor. There is no
one more aggressive in his pursuit of these goals. I just want to say
to him here, publicly, that I appreciate his efforts. I hope you don't

get too frustrated that you start easing up on your pursuit of our
goals. We need you and we want to make sure that you stay as in-

volved as possible, Gene.
Now, I have a question or two for the Department of Transporta-

tion. If the number of vessels engaged in U.S. foreign commerce
continue to decline, thereby shrinking the pool of the trained U.S.

seamen, how will MARAD assume that U.S. crews will be ready to

man U.S. forces in an emergency?
Ms. Yim. That is one of the difficult questions that we are facing

because we need seamen who have jobs in peacetime to be able to

man our ready reserve fleets during times of war. This is of great

concern to us and one of the issues that we are looking at in terms
of the reflagging requests that have come before us.

As far as having specific programs, there have been a number of

them raised in the past, including a reserve force. At this point, we
want to look at what options are available. We are not happy with
the fact that there would be a loss of jobs.

As Congresswoman Bentley asked me earlier, we need to deal

with the root problem first and foremost, but at this point, I cannot
give a definitive answer in terms of what specific program we
might have in mind.
Mr. Lipinski. You are working on some kind of program, though?

I assume it depends on what kind of overall revitalization we come
up with in this country.

Ms. Yim. Exactly.

Mr. Lipinski. We keep hearing that the Department of Transpor-

tation's maritime proposal is under review by the administration's

National Economic Council.

Please, if you can, describe this group for the Committee. Is it

comprised of Cabinet members? And if so, have the meetings been

conducted at that level or a considerably lower level? Do the people

attending the matters on maritime matters represent the Presi-

dent's view of those issues and do you know?
Ms. Yim. As I stated earlier, the National Economic Council was

created by presidential directive on January 25, 1993. It is chaired

by the President and includes the heads of 12 Cabinet and Execu-

tive agencies. These are the U.S. Department of Agriculture, De-

partment of Commerce, Department of Energy, Housing and Urban
Development, Labor, State, Transportation, Treasury, Environmen-
tal Protection Agency, Council of Economic Advisors, Office of

Management and Budget, and the U.S. Trade Representative.
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Various working groups, however, are established according to
the subject matter that is before the National Economic Council.
The agencies represented on the working groups vary depending on
the subject matter.
The Maritime Revitalization Program was first considered at a

working group level within the NEC, which basically consisted of
staff people who were knowledgeable in the various aspects of the
Maritime Revitalization Program. I don't know all of their titles,

but they were people you would consider to be at a working level.

An options paper was prepared by this working group and sent
to the Deputy Secretaries of those agencies. The Deputies reviewed
the draft options paper and made their opinion known to the full

National Economic Council, which consists of Cabinet members.
The deputies and the Cabinet members may be represented by

others; this varies by subject matter and the availability of the
Deputies and the Cabinet members. Generally, the representatives
are very high-level people within the Departments.
Mr. Lipinski. Thank you very much. It is very interesting.
Does any other Member have a question?
Mrs. Bentley.
Mrs. Bentley. Thank you, Mr. Chairman.
I want to go back to Mr. Lynn. But before I do, Ms. Yim, I am

glad you referred to the seamen and the need to have skilled
seamen available. I think for all of the three members on the panel
there, if you are not familiar, you need to look at the background
of what happened during the Vietnam War when we loaded ships
of foreign flag—they were loaded, and we had to discharge the
ships of various nationalities, because the crewmen would not take
them to Vietnam.
There also was some flak, and a couple of ships during the Gulf

War where the foreign seamen would not go there. I think this has
to be remembered and recalled by the Department of Defense, Mr.
Lynn.
Do you know, Mr. Lynn, how many sea lift ships the military

now has, literally, in their hands?
Mr. Lynn. I believe the number is in the middle 100's. If you will

hold a second, I think I have that. Currently, there are 116. In
fiscal 1993, there are 116 government-owned ships and 29 chartered

Mrs. Bentley. Those are under the military sea lift command
and control, right?
Mr. Lynn. Yes.
Mrs. Bentley. Have any new ships been ordered?
Mr. Lynn. Yes. We are in the process of implementing an in-

crease recommended by the Mobility Requirements Study that I re-

ferred to earlier. The increase would involve 20 large, medium-
speed roll-on/roll-off ships. We are in the process of contracting for
those vessels. I would have to provide for the record exactly where
we are in terms of how many we have contracted for to date.
The plan would be to acquire 20 of those ships. A portion of them

would be used for prepositioning and a portion would be used for
surge sealift.
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I should add, Congresswoman, we are increasing the size of the
Ready Reserve Force. I would have to provide the exact number for

the record, but it is on the order of 30 additional ships.

[The information follows:]

New Ships Ordered

Yes. The Navy awarded contracts for the first five large, medium-speed roll-on/

roll-off ships on July 30 Of this year. These Ro/Ros will be converted from ships that
presently exist in the world market. Two additional contracts were awarded on Sep-
tember 15 for two new construction Ro/Ros, with each contract having an option for

five more ships.

Mrs. Bentley. Do you have any idea of the cost of the new sea
lift ships, for each roughly?
Mr. Lynn. Roughly, I think there is one in the fiscal 1994 budget,

for which we are requesting about $290 million. I think that is

roughly the cost per ship.

Mrs. Bentley. That is for building?
Mr. Lynn. For building the ship, yes.

Mrs. Bentley. The Chairman's 2151, we are talking about $200
million a year to keep a number of vessels operating.

Mr. Lynn. That is absolutely right, Congresswoman. The ships

are used for different purposes, though. The ships we are talking

about procuring here would be used to move unit equipment in the
initial stages of a contingency. They need to be large, fast, roll-on/

roll-off ships, and they need to be available very quickly, given the
expectation that we would not have the time we had in Desert
Shield to prepare a defense and then a counterattack.
The commercial ships that you are referring to that would be

covered under H.R. 2151 are generally containerships, which are
very useful in terms of sustainment. They have their limitations,

however, in terms of initial surge requirements.
Mrs. Bentley. Are you going to be able to keep 20 of these giants

operating all the time so they will be immediately available?

Mr. Lynn. We would keep, I believe, 11 of them. We have eight

ships of this type today. They are a little different in terms of

design, but they are a fast sealift ship, called the SL-7, that we pro-

cured in the early 1980's. We have eight of them available on short

notice.

We would plan to augment these vessels with medium-speed roll-

on/roll-off ships with the same type of capacity. They would be
available for sailing in a couple of days. Also, only nine of the 20

ships would be prepositioned in areas where we expected to use
them.
Mrs. Bentley. How quickly were the SL-7s available in the Gulf

War?
Mr. Lynn. It varied. I would have to provide exact figures for the

record. I think most of the ships were available on schedule, which
I believe was four or five days. I believe there was a problem with
one of the ships breaking down on the voyage across the Atlantic. I

am not aware of any problems in availability, but let me get that

to you for the record.

[The information follows:]



Availability of Ships

Six of the eight SL-7 ships were available within 96 hours. The seventh ship,
USNS Denebola, was undergoing regularly scheduled maintenance, which required
ten days to complete. The eighth ship, USNS Antares, experienced additional prob-
lems related to the original occurrence, which precluded the ship's further partici-

pation.

Mrs. Bentley. OK. I don't think this happened on the SL-7s, but
I know there were some American ships where there was difficulty

getting crews for the Gulf War.
Mr. Lynn. I don't know about crews. I know there were some dif-

ficulties in breaking out the Ready Reserve Force.
Mrs. Bentley. When you have had to go to 70 and 80-year-old

seamen, you have trouble. I would like unanimous consent, Mr.
Chairman, to submit some more questions.
Mr. Lipinski. Without objection, it is so ordered.
Are there any further questions?
I just have another brief question or so. This is for the Depart-

ment of Defense. Does your Department have contingent plans for
crewing the ready reserve forces if U.S. crews are unavailable?

In that event, what would be the cost associated manning an
RRF and maybe your experience in—not your experience, but the
Department's experience in the Desert Storm or Desert Shield that
might mostly lead you to some answers for this?
Mr. Lynn. In terms of Desert Storm experience, I am afraid I

would have to provide that for the record, as I indicated to Mrs.
Bentley.
[The following was received:]

Adequate Manpower

DoD is working with the Maritime Administration to ensure that adequate man-
power will be available to the RRF in future contingencies. Alternative manning
plans, such as a civilian reserve program, are being reviewed by the Maritime Ad-
ministration, while DoD is examining the feasibility of using Naval Reservists expe-
rienced in operating these types of vessels. Cost analyses and implementation strate-
gies are being developed as part of the evaluation process, which is expected to be
completed over the next several months.

Mr. Lynn. The plan right now is to use U.S. merchant seamen.
You are quite correct, if those merchant seamen were not avail-
able, we would have to come up with an alternative plan, either to
support the maritime industry to the level that would ensure that
adequate manpower would be available or to look at what Ms. Yim
talked about, some sort of a reserve program.
But we don't have that type of program in place. The current

program relies on merchant seamen.
Mr. Lipinski. Didn't we have a problem in the Desert Storm

Desert Shield crewing the RRF as it was?
Mr. Lynn. Mr. Chairman, I will have to provide that for the

record.

[The information follows:]

Manning Vessels

Yes, in a few cases, problems existed in manning these vessels with mariners who
had the correct skills. Also, the first ships to be activated were operated under a
ship manager contract that drew mariners from a specific union district. That dis-

trict was not able to provide enough mariners and had to negotiate with an adjacent
union district for additional manpower. Those negotiations took time. Once the
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entire pool of mariners was available, we were able to obtain all the crews that we
needed. No reserve ship sailed late due to insufficient manning.

Mr. Lipinski. I understand that you were not there, but the De-
partment is continually in operation. It would seem to me, based
on the information that I have, they did have a problem in crewing
those ships.

I would think that by now, we would have a plan, a policy, a
scheme, something worked out that in the event we had to employ
them tomorrow, we would have a plan in place to crew these slips

based on the experience in Desert Storm and Desert Shield.

Mr. Lynn. We have tried to make improvements in the Ready
Reserve Force. I cannot give specifics on that at this time, but I

will be happy to provide it for the record.

Mr. Lipinski. Thank you. I don't have any thoughts, questions at

this time. I do have some questions that I want to submit for the

record.

[The information follows:]

Performance of the Ready Reserve Force

Immediately after Operation Desert Shield and Desert Storm, DoD and the Mari-

time Administration (MARAD) conducted a review of the performance of the Ready
Reserve Force and agreed on improvements to be made in the force. MARAD is

working with the unions and with the ship managers to implement those recom-

mendations. Although the agreements are not yet complete, both the government
and the maritime unions understand the reasons for the problems that occurred

during Operation Desert Shield and Desert Storm, and I am confident that, if we
had to employ the ships tomorrow, MARAD and the maritime unions would be able

to provide the needed manpower in a timely manner.

Mr. Lipinski. I want to say, too, that I gave a little dissertation

here a few minutes ago about what those of us who are interested

in revitalizing the merchant marine industry and shipbuilding in

this country and creating jobs. I do believe that those of us who are

interested in it do have to aggressively agitate everyone we can.

I am not in any way indicating that there is going to come a

point where we are going to be discouraged. I want to indicate

really that there does come a point, though, and I say this to two of

you members of the panel that, after a lot of agitating, after a lot

of legislation, after a lot of conversations, we are going to start ab-

solutely demanding answers in programs immediately.

We realize that we have a new administration. We realize that

there are many problems, but we have now progressed quite a long

distance in this administration, relatively speaking.

We also know that there are some people within the administra-

tion who are enormously interested in the Merchant Marine indus-

try. They have been working very hard. Very, very soon, myself

and the other Members of this Committee and the full Committee
are going to have to make a decision to go directly to the White
House to get some answers in regard to what kinds of aid, what
kind of assistance we can expect out of this administration or are

we going to be left to carry it all by ourselves.

I say that just to make the record perfectly clear at this time.

I thank you all for your testimony. I thank the Members of the

Committee for their attendance and all of those who came here to

listen. I appreciate that also. Thank you.



25

[Whereupon, at 3:45 p.m., the Subcommittee was adjourned; and
the following was submitted for the record:]

103d CONGRESS
1st Session H.R.2151

To amend the Merchant Marine Act, 1936, to establish the Maritime Security

Fleet program, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES

May 19, 1993

Mr. Studds (for himself, Mr. Lipinski, Mr. Fields of Texas, Mr. Bateman,
Mr. Young of Alaska, Mr. HUGHES, Mr. Hutto, Mr. Tauzin, Mr.
Ortiz, Mr. Manton, Mr. Pickett, Mrs. Unsoeld, Mr. Reed, Mr.
Lancaster, Mr. Andrews of Maine, Ms. Furse, Ms. Schenk, Mr.
Gene Green of Texas, Mr. Hastings, Mr. Barlow, Mr. Thompson of

Mississippi, Mr. . Ackerman, Mr. King, and Mrs. Bentley) introduced

the following bill; which was referred to the Committee on Merchant Ma-
rine and Fisheries

A BILL
To amend the Merchant Marine Act, 1936, to establish the

Maritime Security Fleet program, and for other purposes.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States ofAmerica in Congress assembled,

3 SECTION 1. SHORT TITLE.

4 This Act may be cited as the "Maritime Security and

5 Competitiveness Act of 1 993"

.



26

2

1 SEC. 2. PURPOSE OF THE MERCHANT MARINE ACT, 1936.

2 Section 101 of the Merchant Marine Act, 1936 (46

3 App. U.S.C. 1101) is amended to read as follows:

4 USEC. 101. FOSTERING DEVELOPMENT AND MAINTENANCE

5 OF MERCHANT MARINE.

6 "The Secretary of Transportation shall carry out this

7 Act in a manner that ensures the existence of an operating

8 fleet of United States documented vessels that is

—

9 "(1) sufficient to carry the domestic water-

10 borne commerce of the United States and a substan-

11 tial portion of the water-borne export and import

12 foreign commerce of the United States and to pro-

13 vide shipping service essential for maintaining the

14 flow of such domestic and foreign water-borne com-

15 merce at all times;

16 "(2) adequate to serve as a naval auxiliary in

17 time of war or national emergency;

18 "(3) owned and operated by citizens of the

19 United States, to the extent practicable;

20 "(4) composed of the best-equipped, safest, and

21 most modern vessels;

22 "(5) manned with the best trained and efficient

23 personnel who are eitizens of the United States; and

24 "(6) supplemented by modern and efficient

25 United States facilities for shipbuilding and ship re-

26 pair.".

•HR 2151 IH
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3

1 SEC. 3. MARITIME SECURITY FLEET PROGRAM.

2 (a) Establishment of Program.—The Merchant

3 Marine Act, 1936 (46 App. U.S.C. 1101 et seq.) is amend-

4 ed by inserting after title III the following new title:

5 "TITLE IV—MARITIME SECURITY
6 FLEET PROGRAM
7 "SEC. 401. ESTABLISHMENT OF MARITIME SECURITY

8 FLEET.

9 "The Secretary of Transportation shall establish a

10 fleet of active commercial vessels to enhance sealift capa-

1

1

bilities and maintain a presence in international commer-

12 cial shipping of United States documented vessels. The

13 fleet shall be known as the 'Maritime Security Fleet'.

14 "SEC. 402. COMPOSITION OF FLEET.

15 "The Fleet shall consist of privately owned United

16 States documented vessels for which there are in effect

17 operating agreements.

18 aSEC. 403. VESSELS ELIGIBLE FOR ENROLLMENT IN FLEET.

19 "(a) In General.—A vessel is eligible to be enrolled

20 in the Fleet if the Secretary decides, in accordance with

21 this section, that it is eligible. The Secretary may decide

22 whether a vessel is eligible to be enrolled in the Fleet only

23 pursuant to an eligibility decision application submitted to

24 the Secretary by the owner or operator of the vessel. The

25 Secretary shall make such a decision by not later than

26 90 days after the date of submittal of an eligibility deci-

•HK 2151 IK
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4

1 sion application for the vessel by the owner or operator

2 of the vessel.

3 "(b) Vessel Eligibility and Listing.—The Sec-

4 retary shall decide that a vessel is eligible to be enrolled

5 in the Fleet if—

6 "(1) the person that will be the contractor with

7 respect to an operating agreement for the vessel

8 agrees to enter into an operating agreement with the

9 Secretary for the vessel under section 404;

10 "(2) the vessel is not built in a foreign sub-

1

1

sidized shipyard under a contract entered into on or

12 after May 19, 1993;

13 "(3) the person that will be a contractor with

14 respect to an operating agreement for the vessel is

15 a citizen of the United States;

16 "(4)(A) the vessel is a United States docu-

17 mented vessel on May 19, 1993;

18 "(B) the vessel is

—

19 "(i) a United States documented vessel

20 after May 19, 1993; and

21 "(ii) not more than 10 years of age on the

22 date of that documentation; or

23 "(C) if the vessel is not in existence on that

24 date—



5

1 "(i) the person that will be the contractor

2 with respect to an operating agreement for the

3 vessel has entered into a binding contract with

4 a shipyard for the delivery of a vessel that the

5 Secretary decides will otherwise be eligible

6 under this subsection; and

7 "(ii) an operating agreement for the vessel

8 is entered into by not later than 30 months

9 after the date of submittal of the application;

10 and

11 "(5) the vessel is self-propelled and is

—

12 "(A) a container vessel with a capacity of

13 at least 750 Twenty-foot Equivalent Units;

14 "(B) a roll-on/roll-off vessel with a carry-

15 ing capacity of at least 10,000 square feet or

16 500 Twenty-foot Equivalent Units;

17 "(C) a LASH vessel with a barge capacity

18 of at least 75 barges;

19 "(D) a vessel subject to a contract under

20 title VI on May 19, 1993; or

21 "(E) any other type of vessel that is suit-

22 able for use by the United States for national

23 defense or military purposes in time of war or

24 national emergency.

25 "(c) Notice of Noneligibility Decision.—
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6

1 "(1) Determination.—The Secretary shall

2 make determinations under subsection (b) for each

3 vessel for which an eligibility decision application is

4 submitted under this section.

5 "(2) Written explanation.—The Secretary

6 shall provide to the person that submits an eligibility

7 application for a vessel a written explanation of any

8 decision that the vessel is not eligible for enrollment

9 in the Fleet.

10 "(d) List of Eligible Vessels.—
11 "(1) In GENERAL.—The Secretary shall main-

12 tain a list of vessels that the Secretary decides in ac-

13 cordance with this section are eligible to be enrolled

14 in the Fleet.

15 "(2) Removal of vessels from list.—The

16 Secretary shall remove a vessel from the list main-

17 tained under this subsection, and the vessel shall not

18 be an eligible vessel for purposes of this title

—

19 "(A) at any time that the conditions for

20 eligibility under subsection (b) are not fulfilled

21 for the vessel; or

22 "(B) if the status of the person who sub-

23 mitted an eligibility decision application for the

24 vessel, as owner or operator of the vessel,

25 changes and after that change

—
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1 "(i) the owner or operator of the ves-

2 sel fails to submit a new eligibility decision

3 application for the vessel; or

4 "(ii) such an application is not ap-

5 proved by the Secretary.

6 "SEC. 404. OPERATING AGREEMENTS, GENERALLY.

7 "(a) Requirement for Enrollment of Ves-

8 SELS.—A vessel may be enrolled in the Fleet only if it

9 is an eligible vessel for which the owner or operator of

10 the vessel applies for and enters into an operating agree-

1

1

ment with the Secretary under this section.

12 "(b) Priority for Awarding Agreements.—The

13 Secretary shall enter into operating agreements according

14 to the following priority:

15 "(1) Vessels under ods contracts.—For

16 operating agreements that are effective before Sep-

17 tember 30, 2000, any vessel that is or will be owned

18 or operated by a person that

—

19 "(A) is a party to an operating-differential

20 subsidy contract entered into under title VI;

21 and

22 "(B) is or will be operating that vessel

23 under that contract;
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1 if the authority to operate the vessel under the con-

2 tract is terminated under an agreement with the

3 Secretary.

4 "(2) Other vessels owned by citizens.—
5 To the extent that amounts are available after ap-

6 plying paragraph (1), any vessel that is

—

7 "(A) owned and operated by a person that

8 is a citizen of the United States under section

9 2 of the Shipping Act, 1916; and

10 "(B) on the list maintained under section

11 403(d).

12 "(3) Other vessels.—To the extent that

13 amounts are available after applying paragraphs (1)

14 and (2), any vessel that is

—

15 "(A) owned and operated by a person that

16 is eligible to document a vessel under chapter

17 121 of title 46, United States Code; and

18 "(B) on the list maintained under section

19 403(d).

20 "(c) Prohibition on Entering Agreements.—
21 The Secretary may not enter into an operating agreement

22 for a fiscal year only to the extent that annual appropria-

23 tions laws place a limit on the total amount of operating

24 agreements that the Secretary may enter into and obligate

25 during that fiscal year.
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1 "(d) Prohibition on Vessel Coverage.—A vessel

2 may not be covered by an operating agreement if the vessel

3 is covered by an operation-differential subsidy contract

4 under title VI.

5 "(e) Time Limit for Decision on Entering Op-

6 erating Agreement.—To the extent that the Secretary

7 is not restricted from entering into contracts under sub-

8 section (c), the Secretary shall enter an operating agree-

9 ment for a vessel within 90 days after making the decision

10 that the vessel is eligible to be enrolled in the Fleet under

11 section 403(a).

12 "(f) Effective Date of Operating Agree-

13 MENT.—Except as provided in section 3(b) of the Mari-

14 time Security and Competitiveness Act of 1993, the effec-

15 tive date of an operating agreement may not be later than

16 the later of

—

17 "(1) 30 days after the date the agreement is

18 entered; or

19 "(2) the date the vessel covered by the agree-

20 ment enters into the trade required under section

21 405(a)(1)(A).

22 "(g) Expiration of Offers for Agreements.—
23 Unless extended by the Secretary, an offer by the Sec-

24 retary to enter into an operating agreement under this

25 section expires 120 days after the date of the offer.

*ff
2151 JH-
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1 "(h) Length op Agreements.—An operating

2 agreement is effective for 10 years from the effective date

3 of the agreement.

4 "(i) Termination of Agreement for Failure To

5 Place Vessel.—An operating agreement entered into by

6 the Secretary pursuant to subsection (b)(1), and the rights

7 under that agreement, are terminated at the end of the

8 90-day period beginning on the date the agreement is en-

9 tered into unless a vessel from the list maintained under

10 section 403(d) is covered by the agreement before the end

11 of that period.

12 "(j) Repayment Requirements.—
13 "(1) Noncompliance.—A contractor that fails

14 to comply with the terms of an operating agreement

15 shall be liable to the United States Government for

16 all amounts received by the contractor as payments

17 for the vessel under this title with respect to the pe-

18 riod of that noncompliance.

19 "(2) Failure to operate replacement ves-

20 SEL.—A contractor under an operating agreement

21 that covers a vessel that is 25 or more years of age

22 and that fails to replace the vessel as provided in

23 section 405(a)(3) (A) or (B) shall be liable to the

24 United States Government for all amounts received

25 by the contractor as payments for the vessel under
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1 this title with respect to periods after the date the

2 vessel becomes 25 years of age.

3 "(k) Binding Obligation of Government.—An

4 operating agreement constitutes a contractual obligation

5 of the United States Government to pay the amounts pro-

6 vided for under that agreement.

7 "SEC. 405. TERMS OF OPERATING AGREEMENTS.

8 "(a) Operating Agreement Requirements.—An

9 operating agreement shall, during the effective period of

10 the agreement, provide the following:

11 "(1) Operation and documentation.—The

12 vessel covered by the operating agreement

—

13 "(A) shall be operated in the foreign trade

14 or domestic trade allowed under a registry en-

15 dorsement for the vessel issued under section

16 12105 of title 46, United States Code;

17 "(B) may not be operated in the coastwise

18 trade of the United States or in mixed coast-

19 wise and foreign trade, except for coastwise

20 trade allowed under a registry endorsement is-

21 sued for the vessel under section 12105 of title

22 46, United States Code; and

23 "(C) shall be documented under chapter

24 121 of title 46, United States Code.
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1 "(2) Annual payments.—The Secretary shall

2 pay the contractor, in accordance with this sub-

3 section, the following amounts for each fiscal year in

4 wliich the vessel is operated in accordance with the

5 agreement:

6 "(A) For fiscal year 1996, $2,300,000.

7 "(B) For each fiscal year after fiscal year

8 1996, $2,100,000.

9 "(3) Termination based on age op ves-

10 SEL.—The operating agreement shall terminate on

11 the date the vessel covered by the agreement is 25

12 years of age, unless

—

13 "(A) the contractor agrees to acquire a re-

14 placement for the vessel from among vessels on

15 the list maintained under section 403(d); and

16 "(B)(i) in the case of a vessel to be re-

17 placed with a new vessel, the contractor enters

18 into a binding contract with a shipyard for the

19 delivery, by not later than 30 months after the

20 later of the date the operating agreement is en-

21 tered into or the date the vessel subject to the

22 operating agreement is 25 years of age, of the

23 replacement vessel; or

24 "(ii) in the case of a vessel to be replaced

25 with an existing vessel, the contractor acquires
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1 the replacement vessel from among vessels on

2 the list maintained under section 403(d), by not

3 later than 12 months after the later of the date

4 the operating agreement is entered into or the

5 date the vessel subject to the operating agree-

6 ment is 25 years of age.

7 "(4) Availability of vessel.—
8 "(A) In general.—On a request of the

9 President during time of war or national emer-

10 gency or when considered by the President, act-

11 ing through the Secretary in consultation with

12 the Secretary of Defense, to be necessary in the

13 interest of national security, and subject to sub-

14 paragraph (B), the contractor as soon as prac-

15 ticable shall, as specified by the Secretary

—

16 "(i) make the vessel covered by the

17 agreement available to the Secretary under

18 a time charter; or

19 "(ii) provide space on the vessel cov-

20 ered by the agreement to the Secretary on

21 a guaranteed basis.

22 "(B) Condition for charter.—The

23 Secretary shall allow a contractor to comply

24 with this paragraph by providing space on a

25 vessel under subparagraph (A)(ii) unless the

.HRJUS1IH
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1 Secretary determines that it is necessary in the

2 interest of national security that the contractor

3 make the vessel available under a time charter.

4 "(5) Delivery of vessel.—The contractor

5 shall deliver a vessel to the Secretary pursuant to a

6 time charter under paragraph (4)(A)(i), as specified

7 in the request for the vessel

—

8 "(A) at the first port in the United States

9 the vessel is scheduled to call after the date of

10 receipt of the request;

11 "(B) at the port in the United States to

12 which the vessel is nearest on the date of re-

13 ceipt of the request; or

14 "(C) in any other reasonable manner au-

15 thorized by the agreement and specified in the

16 request.

17 "(6) Delivery costs.—The Secretary shall re-

18 imburse the contractor for costs incurred by the con-

19 tractor in delivering the vessel covered by the agree-

20 ment to the Secretary in accordance with the agree-

21 ment.

22 "(7) Compensation.—The Secretary shall pay

23 the contractor, as provided in the operating agree-

24 ment, reasonable compensation at reasonable com-

25 mercial rates for the period of time the vessel is
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1 chartered or the contractor provides space on the

2 vessel under paragraph (4).

3 "(8) Required operation.—

4 "(A) In general.—A vessel covered by

5 the operating agreement shall be operated in

6 the trade required under paragraph (1) for at

7 least 320 days in a fiscal year, including days

8 during which the vessel is dry-docked, surveyed,

9 inspected, or repaired.

10 "(B) Reduction in payments.—If a ves-

11 sel operates in the trade required under para-

12 graph (1) for less than the time required under

13 subparagraph (A), the payments required under

14 paragraph (2) shall be reduced on a pro-rata

15 basis to reflect the lesser time in that operation.

16 "(9) Substitution of vessels author-

17 ized.—The contractor may substitute for the vessel

18 covered by the agreement another vessel on the list

19 maintained under section 403(d).

20 "(10) Termination for failure to operate

21 OR SUBSTITUTE.—The operating agreement is ter-

22 minated if

—

23 "(A) the vessel covered by the agreement is

24 not operated under an operating agreement for

25 one year; and
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1 "(B) a substitute for that vessel is not op-

2 erated under the agreement during that year.

3 "(b) Payments.—

4 "(1) In GENERAL.—The amount required to be

5 paid by the Secretary each year to a contractor

6 under an operating agreement pursuant to sub-

7 section (a)(2)

—

8 "(A) shall be paid at a pro rated amount

9 at the beginning of each month in equal install-

10 ments; and

11 "(B) except as provided in paragraph (2),

12 may not be reduced by reason of operation of

13 the vessel covered by the agreement to carry ci-

14 vilian or military preference cargoes under

—

15 "(i) section 901(a), 901(b), or 901b;

16 "(ii) section 2631 of title 10, United

17 States Code; or

18 "(iii) the Act of March 26, 1934 (48

19 Stat. 500).

20 "(2) Reduction for preference cargo.—

A

21 contractor with respect to a vessel may not receive

22 any payment under this title for any day in which

23 the vessel is engaged in transporting more than

24 5,000 tons of preference cargo described in para-
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1 graph (1)(B) that is bulk cargo (as defined in sec-

2 tion 3 of the Shipping Act of 1984).

3 "(c) Redelivery of Vessels.—The Secretary

4 shall, upon the termination of the need for which a vessel

5 is delivered under an operating agreement, return the ves-

6 sel to the contractor

—

7 "(1) at a place that is mutually agreed upon by

8 the Secretary of Defense and the contractor; and

9 "(2) in the condition in which it was delivered

10 to the Secretary, excluding normal wear and tear.

11 "(d) Transfer of Operating Agreements.—

A

12 contractor under an operating agreement may transfer the

13 agreement (including all rights under the agreement) to

14 any other person that is a citizen of the United States,

15 after notification of the Secretary in accordance with regu-

16 lations prescribed by the Secretary. A person to whom an

17 agreement is transferred may receive payments from the

18 Secretary under the agreement only if the vessel to be cov-

19 ered by the agreement after the transfer is on the list

20 maintained under section 403(d).

21 "SEC. 406. NONCONTIGUOUS TRADE RESTRICTIONS.

22 "(a) Prohibition.—
23 "(1) In general.—Except as provided in this

24 section, a contractor may not receive any payment

25 under this title if

—

HR2151IH—^-3„<
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1 "(A) the contractor or a related party with

2 respect to the contractor, directly or indirectly

3 owns, charters, or operates a vessel engaged in

4 the transportation of cargo in noncontiguous

5 trade, other than in accordance with a waiver

6 under subsection (b) or (c); or

7 "(B) for noncontiguous trade for which

8 there is a waiver under subsection (b) or (c),

9 there is a

—

10 "(i) material change in the domestic

1

1

ports served from the ports permitted to be

12 served under the waiver;

13 "(ii) material increase in the annual

14 number or the frequency of sailings from

15 the number or frequency permitted under

16 the waiver; or

17 "(iii) material increase in the annual

18 volume of cargo carried or annual capacity

19 utilized from the annual volume of cargo

20 or annual capacity permitted under the

21 waiver.

22 "(2) Limitations on prohibition.—Para-

23 graph (1) applies to a contractor only in the years

24 specified for payments under the operating agree-

25 ment entered into by the contractor.
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1 "(b) General Waiver Authority.—
2 "(1) In general.—Except as provided in sub-

3 section (c), the Secretary shall waive, in writing, the

4 application of subsection (a) to a contractor pursu-

5 ant to an application submitted in accordance with

6 this subsection, unless the Secretary finds that

—

7 "(A) the waiver would result in unfair

8 competition to any person that operates vessels

9 as a carrier of cargo in a service exclusively in

10 the noncontiguous trade for which the waiver is

1

1

applied;

12 "(B) existing service in that noncontiguous

13 trade is adequate; or

14 "(C) the waiver will result in prejudice to

15 the objects or policy of this title or Act.

16 "(2) Terms OF waiver.—Any waiver granted

17 by the Secretary under this subsection shall state

—

18 "(A) the domestic ports permitted to be

19 served;

20 "(B) the annual number or frequency of

21 sailings that may be provided; and

22 "(C)(i) the annual volume of cargo per-

23 mitted,

24 "(ii) for containerized or trailer service, the

25 annual 40-foot equivalent unit shipboard con-
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1 tainer and trailer or vehicle or general cargo ca-

2 parity permitted, or

3 "(iii) for tug and barge service, the annual

4 barge house cubic foot capacity and the annual

5 barge deck general cargo capacity, or 40-foot

6 equivalent unit container, trailer, or vehicle ca-

7 parity, permitted.

8 "(3) Applications for watvers.—An appli-

9 cation for a waiver under this subsection may be

10 submitted by a contractor and shall describe, as ap-

1

1

plicable, the nature and scope of

—

12 "(A) the service proposed to be conducted

13 in a noncontiguous trade under the waiver; or

14 "(B) any proposed material change or in-

15 crease in a service in a noncontiguous trade

16 permitted under an existing waiver.

17 "(4) Action on application and hearing.—
18 "(A) Notice and proceeding.—Within

19 30 days after receipt of an application for a

20 waiver under this subsection, the Secretary

21 shall—

22 "(i) publish a notice of the applica-

23 tion; and
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1 "(ii) begin a proceeding on the appli-

2 cation under section 554 of title 5, United

3 States Code, to receive

—

4 "(I) evidence of the nature,

5 quantity, and quality of the existing

6 service in the noncontiguous trade for

7 which the waiver is applied;

8 "(II) a description of the pro-

9 posed service or proposed material

10 change or increase in a previously per-

1

1

mitted service;

12 "(III) the projected effect of the

13 proposed service or proposed material

14 change or increase in existing service;

15 and

16 "(IV) recommendations on condi-

17 tions that should be contained in any

18 waiver for the proposed service or ma-

19 terial change or increase.

20 "(B) Intervention.—An applicant for a

21 waiver under this subsection, and any person

22 that operates cargo vessels in the noncontiguous

23 trade for which a waiver is applied and that has

24 any interest in the application, may intervene in

25 the proceedings on the application.
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1 "(C) Hearing.—Before deciding whether

2 to grant a waiver under this subsection, the

3 Secretary shall hold a public hearing in an ex-

4 peditious manner, reasonable notice of which

5 shall be published.

6 "(5) Decision.—The Secretary shall complete

7 all proceedings and hearings on an application under

8 this subsection and issue a decision on the record

9 within 90 days after receipt of the final briefs sub-

10 mitted for the record.

11 "(c) Existing Noncontiguous Trade Opera-

12 tors.—
13 "(1) In general.—The Secretary shall waive

14 the application of subsection (a) to a contractor pur-

15 suant to an application submitted in accordance with

16 this subsection if the Secretary finds that the con-

17 tractor, or a related party or predecessor in interest

18 with respect to the contractor

—

1-9 "(A) engaged in bona fide operation of a

20 vessel as a carrier of cargo by water

—

21 "(i) in a noncontiguous trade on July

22 1, 1992; or

23 "(ii) in furnishing seasonal service in

24 a season ordinarily covered by its oper-
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1 ation, during the 12 calendar months pre-

2 ceding July 1, 1992; and

3 "(B) has operated in that service since

4 that time, except for interruptions of service re-

5 suiting from Operation Desert Storm or over

6 which the contractor (or related party or prede-

7 cessor in interest) had no control.

8 "(2) Terms of waiver.—
9 "(A) In general.—Except as otherwise

10 provided in this paragraph, the level of service

11 permitted under a waiver under this subsection

12 shall be the level of service provided by the ap-

13 plicant (or related party or predecessor in inter-

14 est) in the relevant noncontiguous trade during,

15 for year-round service, the 6 calendar months

16 preceding July 1, 1992, or for seasonal service,

17 the 12 calendar months preceding July 1, 1992,

18 determined by

—

19 "(i) the domestic ports called;

20 "(ii) the number of sailings actually

21 made, except as to interruptions in the

22 service in the noncontiguous trade result-

23 ing from Operation Desert Storm or over

24 which the applicant (or related party or
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1 predecessor in interest) had no control;

2 and

3 "(iii) the volume of cargo carried or,

4 for containerized or trailer service, the 40-

5 foot equivalent unit shipboard container,

6 trailer, or vehicle or general cargo capacity

7 employed, or, for tug and barge service,

8 the barge house cubic foot capacity and

9 barge deck general cargo capacity or 40-

10 foot equivalent unit container, trailer, or

1

1

vehicle capacity, employed.

12 "(B) Certain containerized ves-

13 SELS.—If an applicant under this subsection

14 was offering service as an operator of container-

15 ized vessels in noncontiguous trades with Ha-

16 waii, Puerto Rico, and Alaska on July 1, 1992,

17 a waiver under this subsection shall permit the

18 applicant to conduct

—

19 "(i) 104 sailings each year from the

20 West Coast of the United States to Hawaii

21 with an annual capacity allocated to the

22 service of 75 percent of the total capacity

23 of the vessels employed in the service on

24 July 1, 1992;
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1 "(ii) 156 sailings each year in each di-

2 rection between the East Coast or Gulf

3 Coast of the United States and Puerto

4 Rico with an annual capacity allocated to

5 the service of 75 percent of the total ca-

6 pacity of its vessels employed in the service

7 on July 1, 1992; and

8 "(iii) 103 sailings each year in each

9 direction between Washington and Alaska

10 with an annual capacity allocated to the

11 service in each direction of 100 percent of

12 the total capacity of its vessels employed in

13 the service on July 1, 1992.

14 "(C) Certain tugs and barges.—If an

15 applicant under this subsection was offering

16 service as an operator of tugs and barges in

17 noncontiguous trades with Hawaii, Puerto Rico,

18 and Alaska on July 1, 1992, a waiver under

19 this subsection shall permit the applicant to

20 conduct

—

21 "(i) 17 sailings each year in each di-

22 rection between ports in Washington, Or-

23 egon, and Northern California and ports in

24 Hawaii with an annual barge house cubic

25 foot capacity and annual barge deck 40-

iisi ra
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1 foot equivalent unit container capacity in

2 each direction of 100 percent of the total

3 of the capacity of its vessels employed in

4 the service during the 6 calendar months

5 preceding July 1, 1992, annualized;

6 "(ii) 253 sailings each year in each di-

7 rection between the East Coast or Gulf

8 Coast of the United States and Puerto

9 Rico with an annual 40-foot equivalent

10 unit container or trailer capacity equal to

11 100 percent of the capacity of its barges

12 employed in the service on July 1, 1992;

13 "(iii) 37 regularly scheduled tandem

14 tow rail barge sailings and 10 additional

15 single tow sailings each year in each direc-

16 tion between Washington and the Alaskan

17 port range between and including Anchor-

18 age and Whittier with an annual capacity

19 allocated to the service in each direction of

20 100 percent of the total rail car capacity of

21 its vessels employed in the service on July

22 1, 1992;

23 "(iv) 8 regularly scheduled single tow

24 sailings each year in each direction be-

25 tween Washington and points in Alaska
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1 (not including the port range between and

2 including Anchorage and Whittier, except

3 occasional deviations to discharge inciden-

4 tal quantities of cargo) with an annual ca-

5 parity allocated to the service in each di-

6 rection of 100 percent of the total capacity

7 of its vessels employed in the service on

8 July 1, 1992; and

9 "(v) unscheduled, contract carrier tug

10 and barge service between points in Alaska

11 not served by the common carrier service

12 permitted under clause (iii) or (iv) and

13 points in Washington, with an annual ca-

14 parity allocated to that service not exceed-

15 ing 100 percent of the highest total capac-

16 ity of the equipment that was employed in

17 that service in any year after 1979.

18 "(D) Annualization.—Capacity other-

19 wise required by this paragraph to be permitted

20 under a waiver under this subsection shall be

21 annualized if not a seasonal service.

22 "(E) Adjustments.—
23 "(i) In general.—The annual capac-

24 ity permitted under a waiver under this

25 subsection shall be adjusted for each cal-
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1 endar year to reflect changes in the total

2 volume of trade on the noncontiguous

3 trade route for which the waiver is issued.

4 Such an adjustment may not be considered

5 to be a material change or increase in serv-

6 ice under the waiver for purposes sub-

7 section (b)(3)(B).

8 "(ii) Limitation.—An increase in ca-

9 parity under this subparagraph shall apply

10 only to the extent the contractor actually

11 uses the increased capacity to carry cargo

12 in the permitted service in the calendar

13 year immediately following the preceding

14 increase in gross product. However, if a

15 contractor operating exclusively container-

16 ized vessels in that trade on July 1, 1992,

17 carries an average load factor of at least

18 90 percent of permitted capacity (including

19 the capacity, if any, both authorized and

20 used under the previous sentence) during 9

21 months of any one calendar year, then in

22 the next following calendar year and there-

23 after, the requirement that additional ca-

24 parity shall be used in the immediately fol-

25 lowing year does not apply.
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1 "(3) Applications for waivers.—For a

2 waiver under this subsection a contractor shall sub-

3 mit to the Secretary an application certifying the

4 facts required to be found under paragraph (1) (A)

5 or (B), as applicable.

6 "(4) Action on application.—
7 "(A) Notice.—The Secretary shall pub-

8 lish a notice of receipt of an application for a

9 waiver under this subsection within 30 days

10 after receiving the application.

11 "(B) Hearing prohibited.—The Sec-

12 retary may not conduct a hearing on an appli-

13 cation for a waiver under this subsection.

14 "(C) Submission of comments.—The

15 Secretary shall give every person operating a

16 cargo vessel in a noncontiguous trade for which

17 a waiver is applied for under this subsection

18 and who has any interest in the application a

19 reasonable opportunity to submit comments on

20 the application and on the description of the

21 service that would be permitted by any waiver

22 that is granted by the Secretary under the ap-

23 plication.

24 "(5) Decision on application.—
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54

30

1 "(A) In GENERAL.—Except as provided in

2 subparagraph (B), the Secretary shall complete

3 all proceedings on an application under this

4 subsection and issue a decision on the record

5 within 180 days after receipt of the application.

6 "(B) Expedited consideration.—Sub-

7 ject to the time required for publication of no-

8 tice and for receipt and evaluation of comments

9 by the Secretary, an application for a waiver

10 under this subsection submitted at the same

1

1

time the applicant applies for inclusion of a ves-

12 sel in the Fleet shall be granted in accordance

13 with the level of service determined by the Sec-

14 retary under this subsection by not later than

15 the date on which the Secretary offers to the

16 applicant an operating agreement with respect

17 to that vessel.

18 "(6) Change or increase in service.—Any

19 material change or increase in a service that is sub-

20 ject to a waiver under this subsection is not author-

21 ize except to the extent the change or increase is

22 permitted by a waiver under subsection (b).

23 "(d) Annual Report on Warners.—Each waiver

24 under this section shall require the person who is granted

25 the waiver to submit to the Secretary each year an annual
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1 report setting forth for the service authorized by the

2 waiver

—

3 "(1) the ports served during the year;

4 "(2) the number or frequency of sailings per-

5 formed during the year; and

6 "(3) the volume of cargo carried or, for contain-

7 erized or trailer service, the annual 40-foot equiva-

8 lent unit shipboard container, trailer, or vehicle ca-

9 pacity utilized during the year, or for tug and barge

10 service, the annual barge house and barge deck ca-

1

1

pacity utilized during the year.

12 "(e) Definitions.—In this section

—

13 "(1) the term 'noncontiguous trade' means

14 trade between

—

15 "(A) the contiguous 48 States; and

16 "(B) Alaska, Hawaii, or Puerto Rico; and

17 "(2) the term 'related party* means

—

18 "(A) a holding company, subsidiary, affili-

19 ate, or associate of a contractor; and

20 "(B) an officer, director, agency, or other

21 executive of a contractor or of a person referred

22 to in subparagraph (A).
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1 "SEC. 407. FUNDING FOR CONTINGENCY RETAINER FLEET

2 OPERATING AGREEMENTS.

3 "(a) Authorization of Appropriations.—There

4 are authorized to be appropriated to the Secretary any

5 amounts necessary to liquidate obligations under operat-

6 ing agreements.

7 "(b) Transfer of Balances From Operating-

8 Differential Subsidy Program.—Any amounts other-

9 wise available for operating differential subsidy contracts

10 under title VI that are no longer required for those con-

11 tracts are available, until expended, for operating agree-

12 ments.

1

3

"SEC. 408. DEFINITIONS.

14 "In this title:

15 "(l) Contractor.—The term 'contractor'

16 means an owner or operator of a vessel that enters

17 into an operating agreement for the vessel with the

18 Secretary.

19 "(2) Eligibility decision application.—

20 The term 'eligibility decision application' means an

21 application for a decision by the Secretary under

22 section 403 that a vessel is eligible to be enrolled in

23 the Fleet.

24 "(3) Eligible vessel.—The term 'eligible ves-

25 sel' means a vessel that the Secretary decides under

26 section 403 is eligible to be enrolled in the Fleet.
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1 "(4) Fleet.—The term 'Fleet' means the Con-

2 tingency Retainer Fleet established under section

3 402.

4 "(5) Fleet operator.—The term 'Fleet Op-

5 erator' means a person that is a party to an operat-

6 ing agreement with the Secretary in effect under

7 this title.

8 "(6) Operating agreement.—The term 'op-

9 erating agreement' means an operating agreement

10 entered into by the Secretary under section 404.

1

1

"(7) Secretary.—The term 'Secretary' means

12 the Secretary of Transportation.

13 "(8) United states documented vessel.—
14 The term 'United States documented vessel' means

15 a vessel that is documented under chapter 121 of

16 title 46, United States Code.".

17 (b) Limitation on Entering and Effectiveness

18 OF AGREEMENTS.—The Secretary of Transportation may

19 not enter into an operating agreement under title IV of

20 the Merchant Marine Act, 1936, as amended by this Act,

21 before October 1, 1994. Any operating agreement entered

22 into under that title between October 1, 1994, and Sep-

23 tember 30, 1995, may not be effective until October 1,

24 1995.
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1 (c) Limitation on Payments.—Notwithstanding

2 section 405(a)(2) of the Merchant Marine Act, 1936, as

3 amended by this Act, or the terms of any operating agree-

4 ment (as that term is used in that section), the United

5 States Government is not obligated to pay, and the Sec-

6 retary of Transportation may not pay, any amount pursu-

7 ant to that section for any day in which a vessel that is

8 covered by an operating agreement is under a charter to

9 the United States Government that was entered into be-

10 fore the date of the enactment of this Act.

11 (d) Limitation on Operating Agreements for

12 Vessels Constructed Under Existing Foreign

13 Construction Contracts.—
14 (1) Limitation.—The Secretary of Transpor-

15 tation may decide that a vessel described in para-

16 graph (2) is eligible for an operating agreement

17 under title IV of the Merchant Marine Act, 1936, as

18 amended by this Act, only if

—

19 (A) the contract under which the vessel is

20 constructed is, on and after May 19, 1993,

21 binding on the person that submits an eligibility

22 application under that title for the vessel;

23 (B) construction of the vessel is begun be-

24 fore January 1, 1994; and

72-609 34
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1 (C) the vessel is a United States docu-

2 mented vessel (as that term is defined in that

3 title) before November 19, 1995.

4 (2) Vessel described.—A vessel referred to

5 in paragraph (1) is a vessel

—

6 (A) that is constructed in a foreign country

7 under a contract that is entered into before

8 May 19, 1993; and

9 (B) the construction of which is not com-

10 pleted before that date.

1

1

SEC. 4. operating-differential subsidy contracts.

12 (a) Prohibition on New Contracts.—Section

13 601 of the Merchant Marine Act, 1936 (46 App. U.S.C.

14 1171) is amended by adding at the end the following:

15 "(c) After the effective date of this subsection, the

16 Secretary of Transportation may not enter into any new

1

7

contract under this title.
'

'

.

18 (b) Termination of Existing Contracts.—Not-

19 withstanding any other provision of this Act, any contract

20 in effect under title VI of the Merchant Marine Act, 1936

21 (46 App. U.S.C. 1171 et seq.), on the day before the date

22 of enactment of this Act shall continue in effect under its

23 terms and terminate as set forth in the contract, unless

24 voluntarily terminated on an earlier date by the persons
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1 (other than the United States Government) that are par-

2 ties to the contract.

3 (c) Exemption op Bulk Cargo ODS Vessels

4 From Operating Restrictions.—Section 506 of the

5 Merchant Marine Act, 1936 (46 App. U.S.C. 1156) is

6 amended

—

7 (1) by inserting "(a)" after "Sec. 506."; and

8 (2) by adding at the end the following new sub-

9 section:

10 "(b) This section does not apply to any liquid or dry

11 bulk cargo vessel for which operating-differential subsidy

12 is required to be paid under a contract under title VI that

13 is in force on the effective date of this subsection, effective

14 upon the termination date of the contract (as set forth

15 in the contract as in effect on the effective date of this

16 subsection).".

17 (d) Restrictions on Operations op ODS Ves-

18 SELS.—Title VI of the Merchant Marine Act, 1936 (46

19 App. U.S.C. 1171 et seq.), as amended by this Act, is fur-

20 ther amended by adding at the end the following:

21 "SEC. 616. LIMITATION ON APPLICATION OF RESTRICTIONS

22 ON operations.

23 "Sections 605(c), 804, and 805, this section, and the

24 essential service requirements in section 601(a) and

25 603(a), do not apply to a contractor if—
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1 "(1) the contractor submits an eligibility deci-

2 sion application to the Secretary under title IV for

3 all of the vessels operated by the contractor under

4 an operating-differential subsidy contract; and

5 "(2) all of those vessels for which operating

6 agreements are offered by the Secretary under title

7 IV are enrolled in the Maritime Security Fleet.".

8 (e) Termination of Operating Differential

9 Subsidy For Older Vessels.—Section 605(b) of the

10 Merchant Marine Act, 1936 (46 App. U.S.C. 1175(b)), is

1

1

amended by adding the following new sentence at the end

12 of the subsection: "After May 19, 1993, the Secretary of

13 Transportation may not enter any new formal order under

14 this subsection.".

15 SEC. 5. DEFINITIONS APPLICABLE TO MERCHANT MARINE

16 ACT, 1936.

17 Section 905 of the Merchant Marine Act, 1936 (46

18 App. U.S.C. 1244), is amended—

19 (1) by striking subsection (a) and inserting the

20 following:

21 "(a) Each of the terms 'foreign commerce' and 'for-

22 eign trade' mean

—

23 "(1) trade between the United States and a for-

24 eign country; or

25 "(2) trade between foreign ports.";
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1 (2) by striking subsection (c) and inserting the

2 following:

3 "(c) The term 'citizen of the United States' means

4 a person eligible to own a documented vessel under chap-

5 ter 121 of title 46, United States Code.", and

6 (3) by adding at the end the following:

7 "(h) The term 'foreign subsidized shipyard' means a

8 shipyard that

—

9 "(1) receives or benefits from, directly or indi-

10 rectly, a shipyard subsidy for the construction of

11 vessels; and

12 "(2) is located in a foreign country that has not

13 signed a trade agreement with the United States

14 that provides for the elimination of subsidies for

15 that shipyard.

16 "(i) The term 'subsidy* includes any of the following:

17 "(A) Officially supported export credits and de-

18 velopment assistance.

19 "(B) Direct official operating support to the

20 commercial shipbuilding and repair industry, or to a

21 related entity that favors the operation of shipbuild-

22 ing and repair, including

—

23 "(i) grants;

24 "(ii) loans and loan guarantees other than

25 those available on the commercial market;
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1 "(iii) forgiveness of debt;

2 "(iv) equity infusions on terms inconsistent

3 with commercially reasonable investment prac-

4 tices;

5 "(v) preferential provision of goods and

6 services; and

7 "(vi) public sector ownership of commercial

8 shipyards on terms inconsistent with commer-

9 cially reasonable investment practices.

10 "(C) Direct official support for investment in

11 the commercial shipbuilding and repair industry, or

12 to a related entity that favors the operation of ship-

13 building and repair, including the kinds of support

14 listed in clauses (i) through (v) of subparagraph (B),

15 and any restructuring support, except public support

16 for social purposes directly and effectively linked to

17 shipyard closures.

18 "(D) Assistance in the form of grants, pref-

19 erential loans, preferential tax treatment, or other-

20 wise, that benefits or is directly related to shipbuild-

21 ing and repair for purposes of research and develop-

22 ment that is not equally open to domestic and for-

23 eign enterprises.

24 "(E) Tax policies and practices that favor the

25 shipbuilding and repair industry, directly or indi-
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1 rectly, such as tax credits, deductions, exemptions

2 and preferences, including accelerated depreciation,

3 if the benefits are not generally available to persons

4 or firms not engaged in shipbuilding or repair.

5 "(F) Any official regulation or practice that au-

6 thorizes or encourages persons or firms engaged in

7 shipbuilding or repair to enter into anticompetitive

8 arrangements.

9 "(6) Any indirect support directly related, in

10 law or in fact, to shipbuilding and repair at national

1

1

yards, including any public assistance favoring ship-

12 owners with an indirect effect on shipbuilding or re-

13 pair activities, and any assistance provided to suppli-

14 ers of significant inputs to shipbuilding, which re-

15 suits in benefits to domestic shipbuilders.

16 "(H) Any export subsidy identified in the Illus-

17 trative List of Export Subsidies in the Annex to the

18 Agreement on Interpretation and Application of Ar-

19 tides VI, XVI, and XXIII of the General Agreement

20 on Tariffs and Trade or any other export subsidy

21 that may be prohibited as a result of the Uruguay

22 Round of trade negotiations.".
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1 SEC. 6. GOVERNMENT-IMPELLED CARGOES.

2 (a) Vessels Eligible for Cargoes.—Section

3 901(b) of the Merchant Marine Act, 1936 (46 App. U.S.C.

4 1241(b)) is amended

—

5 (1) in paragraph (1), by striking "For purposes

6 of this section, the term 'privately owned United

7 States-flag commercial vessels' " and all that follows

8 through the end of the paragraph and inserting a

9 period; and

10 (2) by adding at the end the following new

1

1

paragraph:

12 "(3) In this section and section 901b, the term 'pri-

13 vately owned United States-flag commercial vessel' means

14 a privately owned vessel that is documented under chapter

15 121 of title 46, United States Code, that—

16 "(A) was built in the United States;

17 "(B) was documented under chapter 121 of

18 title 46, United States Code, before May 19, 1993;

19 "(C) does not transport under section 901b or

20 this section on any voyage more than 5,000 tons of

21 bulk cargo (as defined in section 3 of the Shipping

22 Act of 1984), and—

23 "(i) was built in a foreign shipyard under

24 a contract entered into before May 19, 1993; or

25 "(ii) is built under a contract entered into

26 after that date, in a foreign shipyard that on
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1 the date the contract is entered is not a foreign

2 subsidized shipyard;

3 "(D)(i) is built under a contract entered into

4 after May 19, 1993, in a foreign shipyard that on

5 the date the contract was entered is not a foreign

6 subsidized shipyard; and

7 "(ii) has not been documented in a foreign

8 country before it is documented under chapter 121

9 of title 46, United States Code; or

10 "(E) has been documented under chapter 121

1

1

of title 46, United States Code, for at least 3 con-

12 secutive years, and

—

13 "(i) was built in a foreign shipyard under

14 a contract entered into before May 19, 1993; or

15 "(ii) is built under a contract entered into

16 after that date, in a foreign shipyard that on

17 the date the contract was entered is not a for-

18 eign subsidized shipyard.".

19 (b) Clerical Amendment.—Section 901b of the

20 Merchant Marine Act, 1936 (46 App. U.S.C. 1241f) is

21 amended by adding at the end the following:

22 "(f) For the definition of the term 'privately owned

23 United States-flag commercial vessel', see section

24 901(b)(3).".
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1 SEC. 7. VESSEL FINANCING.

2 (a) Elimination of Mortgagee Restrictions.—
3 Section 31322(a) of title 46, United States Code, is

4 amended to read as follows:

5 "(a) A preferred mortgage is a mortgage, whenever

6 made, that

—

7 "(1) includes the whole of the vessel;

8 "(2) is filed in substantial compliance with sec-

9 tion 31321 of this title; and

10 "(3) (A) covers a documented vessel; or

11 "(B) covers a vessel for which an application

12 for documentation is filed that is in substantial com-

13 pliance with the requirements of chapter 121 of this

14 title and the regulations prescribed under that chap-

15 ter.".

16 (b) Elimination of Trustee Restrictions.—
17 (1) Repeal.—Section 31328 of title 46, United

18 States Code, is repealed.

19 (2) Conforming amendment.—Section

20 31330(b) of title 46, United States Code, is amend-

21 ed in paragraphs (1), (2), and (3) by striking

22 "31328 or" each place it appears.

23 (c) Removal of Mortgage Restrictions.—Sec-

24 tion 9 of the Shipping Act, 1916 (46 App. U.S.C. 808),

25 as amended by this Act, is further amended

—

26 (1) in subsection (c)

—

•HR 21S1 m
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1 (A) by striking "and sections

2 31322(a)(1)(D) and 31328 of title 46, United

3 States Code,"; and

4 (B) in paragraph (1) by striking "mort-

5 gage," each place it appears; and

6 (2) in subsection (d)

—

7 (A) in paragraph (1) by striking "transfer,

8 or mortgage" and inserting "or transfer";

9 (B) in paragraph (2) by striking "trans-

10 fers, or mortgages" and inserting "or trans-

it fers";

12 (C) in paragraph (3)(B) by striking

13 "transfers, or mortgages" and inserting "or

14 transfers"; and

15 (D) in paragraph (4) by striking "trans-

16 fers, or mortgages" and inserting "or trans-

17 fers";

18 SEC. 8. PLACEMENT OF VESSELS UNDER FOREIGN REG-

19 ISTRY.

20 (a) In General.—Section 9 of the Shipping Act,

21 1916 (46 App. U.S.C. 808), as amended by this Act, is

22 further amended by adding at the end the following:

23 "(e) Notwithstanding subsection (c)(2), the Merchant

24 Marine Act, 1936, or any contract entered into with the

25 Secretary under that Act, the Secretary of Transportation
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1 shall allow a documented vessel to be placed under a for-

2 eign registry if at least one replacement vessel of a capac-

3 ity that is equivalent or greater, as measured by dead-

4 weight tons, gross tons, or container equivalent units, as

5 appropriate, is documented under chapter 121 of title 46,

6 United States Code, by the owner of the vessel placed

7 under foreign registry.".

8 (b) Application.—The amendment made by sub-

9 section (a) applies to vessels that are placed under foreign

10 registry after the date of enactment of this Act and re-

1

1

placement vessels documented in the United States after

12 that date.

1 3 SEC. 9. EFFECTIVE DATE.

14 The amendments made by this Act are effective on

15 the date which is 120 days after the date of enactment

16 of this Act.

17 SEC. 10. REGULATIONS.

18 (a) In General.—The Secretary of Transportation

19 shall prescribe regulations as necessary to carry out this

20 Act.

21 (b) Interim Regulations.—The Secretary of

22 Transportation may prescribe interim regulations nec-

23 essary to carry out this Act and for accepting eligibility

24 decision applications under section 403 of the Merchant

25 Marine Act, 1936, as amended by this Act. For this pur-

2161
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1 pose, the Secretary of Transportation is excepted from

2 compliance with the notice and comment requirements of

3 section 553 of title 5, United States Code. All regulations

4 prescribed under the authority of this subsection that are

5 not earlier superseded by final rules shall expire 270 days

6 after the date of enactment of this Act.

7 SEC. 11. EXPANSION OF STANDING FOR MARITIME UNIONS.

8 Section 301 of the Merchant Marine Act, 1936 (46

9 App. U.S.C. 1131) is amended by adding at the end the

10 following:

1

1

"(c) Standing for Maritime Union Representa-

12 TD7ES.—The duly-elected representative of any organiza-

13 tion that is certified by the Secretary of Labor as the prop-

14 er collective bargaining agency for officers or crew em-

15 ployed on any type of United States documented vessel

16 is an interested party in, and has standing to challenge,

17 any proposed or final order, action, or rule of the Sec-

1

8

retary of Transportation under this Act.
'

'

.

19 SEC. 12. STUDY.

20 (a) In General.—After providing public notice and

21 opportunity for comment, the Secretary of Transportation

22 shall conduct a study of

—

23 (1) the impact of this Act on the international

24 competitiveness of United States documented vessels

25 and whether this Act has had a favorable or unfa-

•HR 2151 IH
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1 vorable impact on the ability of United States docu-

2 mented vessels to compete successfully with foreign-

3 flag vessels;

4 (2) whether continuation of the Maritime Secu-

5 rity Fleet program established by this Act would as-

6 sist the international competitiveness of United

7 States documented vessels;

8 (3) whether the Maritime Security Fleet pro-

9 gram should be continued, modified, or discontinued;

10 (4) alternatives that are or should be available

11 to operators of United States documented vessels if

12 the Maritime Security Fleet program is discon-

13 tinued; and

14 (5) any other issues related to promoting the

15 international competitiveness of United States docu-

16 mented vessels that the Secretary considers appro-

17 priate.

1

8

(b) Report.—The Secretary of Transportation shall

19 submit to the Congress a report on the findings and con-

20 elusions of the study required by subsection (a) by not

21 later than 4 years after the date of enactment of this Act,

22 which shall include such recommendations as the Sec-

23 retary considers appropriate.

o
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Mr. Chairman, members of the Subcommittee, I appreciate your

invitation to testify on behalf of the Department of Transportation

concerning H.R. 2151, the Maritime Security and Competitiveness

Act of 1993.

I would like to commend the members of the Subcommittee for

meeting head-on the problems facing the U.S. maritime industry.

The causes for the long-run decline of the U.S. merchant marine

are many and complex, including operating costs and more

stringent regulatory requirements. Certain disparities result in

advantages for foreign-flag operators, making it more difficult for

U.S. shipping companies to compete in international markets.
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As this Subcommittee understands, most U.S. maritime policies

and programs date from the mid-1 930's. The merchant marine

played an important role in our efforts in World War II, and the

Korean and Vietnam conflicts. Nevertheless, these programs were

not designed to allow U.S. carriers and shipyards to respond

rapidly to the dynamic situations found in today's international

markets, nor were they conceived to foster the types of

innovation and improvements in efficiency that are now needed to

be competitive worldwide.

The Administration recognizes the important role that the U.S.

merchant marine plays in our national defense policy. As

President Clinton recently stated, "America's merchant ships

continue to provide jobs and economic benefits for America. The

men and women who sail those ships and who serve in supporting

industries are prepared to support the Nation in times of crisis."
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During times of national emergency or other crises, the

commercial fleet is one source of strategic sealift, as was

demonstrated during Operations DESERT SHIELD and DESERT

STORM. The active commercial fleet also provides a base of

seagoing employment for American seafarers, who in turn are

available to the Department of Defense and the Maritime

Administration to crew sealift ships, including the Ready Reserve

Force, during crises. The use of civilian merchant mariners on

Government ships in times of emergency is one of the most cost-

effective and efficient examples of "public-private partnerships",

a new concept to many, but a well-tested one for our national

defense.

Over 10,000 seafarers are employed on privately owned, U.S. -flag

ships engaged in international trade. The U.S. shipbuilding and

repair industry employs substantially more people -- approximately

83,000 in the major shipyards in the United States and about

twice that number in the supply industry.
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The U.S. maritime industry is now at a crucial juncture. If the

industry is to be internationally competitive, then U.S. companies

must be able to work within a comparable cost and regulatory

structure, and have the same operating flexibility as their foreign

competitors.

Given the divergent views within the American maritime industry,

formulating and implementing meaningful and acceptable changes

in maritime policy is a difficult process and there are no easy

solutions. For nearly six months, the Administration has

considered initiatives that would help to improve the overall

efficiency and economic competitiveness of the industry. Early in

his tenure, Secretary Pena met with representatives from all

sectors of the U.S. maritime industry -- carriers, shippers,

maritime labor and shipbuilders -- to discuss their concerns and to

listen to their ideas on how to make the industry stronger.
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In April, Secretary Pena developed a set of maritime policy

initiatives that were presented to the National Economic Council

(NEC). The NEC met regularly over the course of several weeks to

discuss in detail each of the Secretary's initiatives, along with

policy alternatives.

Maritime reform has received vigorous attention within the

Administration and is still under active consideration. One of the

crucial issues that has yet to be resolved is funding for a new

maritime program. Severe budgetary limitations have already been

placed on attempts to increase Federal expenditures generally, and

financing priorities for some of the Administration's initiatives

have yet to be resolved. Let me assure you, however, that the

concerns of the Congress and the industry will be weighed in the

decision-making process.



77

6

Mr. Chairman, this concludes my statement. I will be happy to

answer any questions that you or members of the Subcommittee

may have.

#
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Mr. Chairman, members of the committee, I appreciate the opportunity

to be here today to testify about the Department of Defense's requirements

for seal 1ft and how those requirements might be met.

There is no doubt that DoD needs seal 1ft. The United States 1s a

nation with global interests, and it depends on the deployment of forces from

U.S. bases to defend those interests when trouble strikes. A deployment of

any significant size would depend heavily on seal ift for afloat

prepos1t1on1ng, surge deployment of units, and sustainment of forces with

ammunition, supplies, and bulk fuel. It is long-standing national policy to

rely on the maritime Industry to meet DoD requirements, to the extent that

industry can do so, and we intend to continue that policy.

Some types of ships in commercial service are well suited to meeting

DoD's sustainment requirements. The Department looks first to the U.S. -flag

fleet to supply needed capacity, although we also make use of U.S. -owned

ships flying foreign flags as well as ships of other nations, where specific

commitments exist. If the U.S. -flag fleet cannot meet DoD's sustainment

requirements without financial assistance, however, DoD must balance the

benefits of having added capacity 1n the U.S. -flag fleet against the cost of

maintaining that capacity. To invest additional DoD funds 1n seal 1ft, we

would have to be convinced that the reduced risk was worth the opportunity
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cost the Department would have to pay through reductions 1n other aspects of

the defense program.

The Changing Nature of DoO's Seal 1ft Requirements
and Industry's Role in. Meeting That

The prospect of a shortfall 1n the maritime Industry's capacity 1s a

relatively new problem for defense planners. Throughout the 1970s, the

Industry was able to meet all but a few very specialized military seal 1ft

requirements. Defense programming focused on NATO, and the requirement for

rapid reinforcement with heavy ground forces was met largely through

prepos1t1on1ng. The commercial shipping fleets of the United States and Its

NATO allies were adequate 1n both number and capacity to meet U.S. deployment

time tables and to sustain deployed U.S. forces over time.

In the late 1970s, the Department took a number of steps to Improve

U.S. defense capabilities 1n Southwest Asia. Prepos1t1on1ng ashore was not

an option in that region at the time. While some ships 1n commercial service

could meet early deployment requirements, the U.S. -commercial fleet was 1n

the process of replacing those vessels with contalnershlps, which are

extremely useful for moving commercial cargoes but cannot handle large items

of military equipment efficiently. Thus, the Department found 1t necessary

to procure seal 1ft vessels to move the equipment of units that would deploy

early 1n a crisis.

By the late 1980s, the government had procured rapid-response seal if

t

for about one Army division and Its support. Those vessels Included fast

seallft ships, along with roll -on/roll -off ships for the Ready Reserve Force.

In addition, under a "build and charter" program, the Department acquired .3

prepos1t1on1ng ships, on which 1t stored equipment and supplies for three
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Marine brigades. For later-deploying units, we relied on the U.S. -flag and

the remaining government-owned vessels. Together, those ships provided the

capacity to deploy three more Army divisions and their support. The U.S.-

flag fleet also was able to meet sustaining requirements. This was the fleet

available in the summer of 1990 when Operation Desert Shield began. In that

deployment, about 45 percent of the cargo that went by sea moved on ships

owned by or on long-term charter to the government; 35 percent moved on U.S.-

flag ships normally engaged in international trade; and 20 percent moved on

chartered foreign-flag vessels of coalition partners and other nations.

Future Requirements and Programs to Meet Them

U.S. defense planning now focuses on regional contingencies like

Desert Shield/Desert Storm, and our estimate of future requirements has been

heavily Influenced by that experience. One of the main lessons of the Gulf

War was that the deployment would have been much too slow if Iraq had pressed

its initial advantage. We cannot count on having several months to build up

U.S. forces in future regional contingencies. In 1991, therefore, the

Department began a major assessment of mobility requirements for regional

contingencies. The first product of that effort—Volume I of the Mobility

Requirements Study—was transmitted to Congress in January of 1992. That

volume addressed inter-theater mobility requirements.. To overcome

deficiencies 1n rapid deployment capability, the study recommended:

o Procurement of ships for afloat preposition 1ng of a heavy Army

brigade and theater support forces;
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o Procurement of rapid-response seal 1ft to augment existing

capacity for deploying a two-d1v1s1on heavy Army corps anywhere

1n the world within 35 to 40 days;

o Retention of enough residual capacity 1n the government-owned

fleet to augment U.S. -flag vessels so that a regional deployment

could be completed 1n about 60 days; and

o Improvements to the U.S. Infrastructure to permit the rapid

movement of equipment and supplies to ports of embarkation.

The Mobility Requirements Study found that additional government-

owned seal 1ft would have to be procured for the rapid-deployment of military

units, for three reasons. First, ships for rapid deployment missions must be

available for loading 1n four or five days. Second, such vessels must be

capable of being loaded and unloaded quickly. Third, they must have

relatively high speed. Unfortunately, only a small percentage of ships 1n

commercial service can be made available for military missions that quickly,

and there 1s little commercial demand for ships with the loading and speed

characteristics that facilitate the rapid deployment of military equipment.

On the other hand, the Mobility Requirements Study found that the

U.S. -flag fleet, as then projected, would be adequate to meet sustalnment

requirements at least through the end of the decade.

Volume II of the study was transmitted to Congress last month. It

provides supporting detail for the conclusions of Volume I; an examination of

the use 1n concurrent contingencies of the mobility force recommended in

Volume I; and analyses of several programmatic details, such as the location
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of reserve ships. Volume III, which we expect to transmit 1n the fall of

this year, will Include analyses of requirements for seallft tankers and for

Intra-theater 11ft of all types and an examination of the Increased use of

containers.

Recent Developments

Since the Inter-theater portion of Mobility Requirements Study was

completed, two major U.S-flag carriers have announced their Intention to

reflag a portion of their fleets. A number of such reflaglngs already had

been anticipated 1n the fleet projection used 1n the study, so these

announcements do not come as a complete surprise. If these applications for

reflagglng are approved, some of these ships could move to the effective

U.S. -control led fleet, where they still would be available in time of

national emergency. The planned disposition of the remaining ships 1s

uncertain, as 1s the size of the U.S. -flag fleet that would be sustained by

Jones Act and future preference cargoes alone.

Administration Efforts

As you know, the Administration 1s considering government policy and

program options for the maritime Industry, from the point of view both of

meeting DoO requirements and of encouraging a competitive Industry that would

provide jobs for Americans. Until the Administration has completed Its

review and the President made a decision on the policy he wishes to pursue,

it would be Inappropriate for me to comment on the specific programmatic

options we are considering or on HR 2151.

Mr. Chairman, this concludes my prepared remarks. I would be happy

to answer any questions you or members of the subcommittee have.
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From 1980 to 1990, I was the Director of the Center for
Seafarers' Rights in New York City, an organization which I

helped start to advise seafarers and port chaplains from around
the world about what to do when merchant seafarers are facing
serious employment problems on board.

Today there are port chaplains in about 800 ports, including
ninety in U.S. ports, and they enjoy the confidence of seafarers
whom they visit on their ships. Seafarers often confide in the
chaplain about conditions on board, frequently asking for advice
in dealing with living and working conditions. In the past
chaplains were often ill-equipped to deal with these issues, so

the Center for Seafarers' Rights was created to research the

laws, to counsel chaplains and seafarers when their rights were
being abused and to advocate on behalf of seafarers.

In the course of ten years, we ourselves dealt with about
1600 specific cases, as well as training chaplains to deal

directly with issues as they arose. In this process we developed
an informal profile of what is happening to seafarers in

international merchant shipping, and some of our findings are
reviewed in my book. Trouble on Board, which was published last
year by the ILR Press of Cornell University, and which I

respectfully submit as part of this testimony.

Jurisdiction on Board

I want to make a few comments on the proposed legislation.
Unless the United States government makes a commitment to support
and maintain U.S. flag carriers, American shipping companies will
be forced by competition from abroad to register their ships in

others countries, as many already have.

Let me begin with the matter of jurisdiction on board
foreign flag ships. Traditionally, as we all know, the country
of registry in theory has jurisdiction over the internal affairs

of a ship. A ship owned in Hong Kong may have a mixed crew from

Burma, the Philippines and other developing countries, but once

that seafarer signs onto a Panamanian-flag ship, he is controlled
by the Panamanian maritime labor code. The fact is that many of

the thirty or more flag of convenience registries which today

register almost 50% of the world's ships have little or no

interest in enforcing their maritime labor code and no

administrative capability of doing so.

Tl^CAQ n
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The effect of this is that once a merchant ship leaves port,
it moves beyond the control of any legal regime. In effect it

moves into a legal black hole. Contracts can be ignored, and
since crews are often recruited where unemployment is high and
wages are low, crew members are often reluctant to even voice
their complaint except perhaps to a chaplain.

Non-payment of wages was the most frequent complaint we have
heard, but we encountered many other kinds of problems: refusal
to allow a sick or injured seafarer access to medical care,

abandonment of seafarers in foreign ports without money for
repatriation, inadequate food and water, forced employment for
months after the contract expired, responsibility for two jobs on
board when the seafarer had been hired for only one, physical
abuse. The list is long and well-documented.

Without any legal protection or meaningful union contracts,
the owner/operator is free to arbitrarily deal with crew without
any restraint. Good management includes a high regard for the

dignity and working conditions of the workers, but we found that
on as many as 20% of the ships, the crews were being abused and
exploited. And the number may be higher because crew members are

reluctant to speak up, lest they lose their jobs. What I am
trying to say is that these registering countries are in the

business only to collect registration fees and have little
interest in maintaining a wholesome maritime tradition.
Registering in these countries allows a deterioration of

standards which in a most notorious example includes the shipment
of human cargo— illegal aliens brought to our shores— as we have
seen lately. As for working seafarers, flagging out has meant
the end of legal protections for thousands. These are workers
without a country to protect them.

Management procedures

Exploitation is all the more likely to occur in today's
maritime world in view of the way in which crews are recruited.

Once a ship is flagged out one of the first changes is the

nationality of the crew. The procedure is quite simple; all

around the world there are aggressive maritime recruiting
agencies generally called manning agencies, which have people
ready to be hired. I've worked a lot with these manning agents

in the Philippines where there are several hundred manning
agencies , and I have been in contact with manning agencies in

many other Third World countries. They in effect compete with
each other to sell crews in the international maritime market.
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What usually happens today is that a major shipping company
in the developed world, operating under a flag of convenience,
does not itself deal with these manning agents, but the owner of

the shipping company contracts with a ship management company
which in turn sub-contracts with the manning agency.

All direct connection between the owner/operator and the
crew is lost in the process, and the only criterion for the
operation is profit. In this highly competitive industry, a

downward spiral results, and an operator is constantly tempted in

the pressure of competition to go a notch lower in standards. A

Filipino AB can be employed for $300 - $400 a month. A Chinese
A.B. can be hired for less than $100 a month. Having lost all

connection with the recruiting process and dealing only with a

hierarchy of ship management companies with various kinds of

chartering procedures, the owner/operator may not even be aware

of conditions on board, or salary levels, or of the standards
that are being maintained.

My book relates the incident of a Taiwanese crew of a ship
chartered by a major U.S. oil company coming to me to complain
that they had not been paid in a year. The oil company had no

idea. When the Center for Seafarers' Rights contacted the oil

company they did make good on the wages and later settled in

court with the intermediaries who should have been paying the

crew all along.

What will happen

Should the major U.S. shipping companies in international
trade be forced by competition to register their ships either in

a second U.S. registry or in a so-called flag of convenience
country, a sequence of events will inevitably follow. The effect

of either off-shore registry has been the same.

First, the American crews will be replaced by foreign crews.

This may not happen all at once; perhaps at first the senior
officers will continue to be U.S. citizens. We know the

experience of other countries; Norway, for example. In their

off-shore registry, initially Norwegians were hired as Master and

the Chief engineer, and the rest of the crew were from foreign

lands. But now on many of the Norwegian second registry ships,

all of the officers and crew are foreign.



In this country this would result in a loss of maritime
capability, the end of a career, of an expertise, which has
helped for 300 years to shape this country. This would be an

unrecoverable loss. There is no crash course for maritime
officers. You go to school, and you also spend ten years at sea

working your way up to master. Of course there are highly
competent maritime officers from other countries, but to lose
part of our national competence would be tragic.

A further point. Most of the senior operating officers of

our major shipping companies were once ships' captains. If there
is no pool of ships' officers to draw from, will our shipping
companies be able to function in this country? It has been
suggested that in the long run, not only will the ships flag out,

but the companies themselves may move abroad.

Second, besides this loss of maritime jobs, we would
inevitably witness a deterioration of standards and competence.
At the very time when this Congress is trying to raise standards
in the shipping world, in the passage of the Oil Pollution Act of

1990, and when we are advocating in the international agencies,
in the IMO and the ILO, for the improvement of standards, it

would be sad for the international shipping community if the

United States could not model the high level of standards of

competence which we have achieved through the centuries.

To not provide help for U.S. flag carriers would be a real

loss for maritime commerce the world around.

Let me conclude, Mr. Chairman and members of this

subcommittee, by saying that one of the reasons I wanted to make

this trip from Vermont where I live to Washington to appear
before you was to leave you with the question: Should the

possibility of some more American ships going offshore be

considered only in terms of national and economic security?
Should we not consider this possibility from the standpoint of

human rights and the potential for abuses to life and safety?

Whatever the U.S. determines about our maritime policy, the

nation should be careful not to condone violations of basic human
rights which we fervently protect and promote around the world
through U.S. diplomatic efforts and human-rights oriented foreign
policy.

Thank you for the opportunity to appear before this

subcommittee. I hope I have been helpful. I am willing to

entertain any questions you may have.
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US Department Administrator 400 Seventh Street, SW
Of Transportation Washington. DC 20590

2 SEP 1993

The Honorable William O. Lipinski
Chairman, Subcommittee on Merchant Marine
Committee on Merchant Marine and Fisheries
U.S. House of Representatives
Washington, DC 20515-6230

Dear Mr. Chairman:

I am enclosing responses to the additional questions about
H.R. 2151, the Maritime Security and Competitiveness Act of 1993,
that you sent to me on July 21, 1993, subsequent to my testimony
before the Subcommittee on Merchant Marine regarding this bill on
July 20, 1993.

I would like to thank you for the opportunity to testify on
H.R. 2151. If you have any further questions or if I can be of
any further assistance, please do not hesitate to contact me.

Sincerely,

*/ Joan B. YimJoan B. Yim
Acting Maritime Administrator

Enclosure
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QUESTIONS FOR DEPARTMENT OF TRANSPORTATION
HEARING ON H.R. 2151

JULY 20, 1993

QUESTION 1 ; Can you provide a timetable on when the
Administration will announce its plans for
revitalizing the U.S. maritime industry? Will the
Administration make a commitment of financial
support to keep vessels with American crews under
the U.S. -flag?

The review of maritime programs is still ongoing in the
Administration and we are continuing to review various
policy alternatives that would provide an effective
initiative, consistent with our budget resources. I
cannot say with any certainty what the decision will be
or when it will be made; however, we will provide the
Committee with our recommendations as soon as possible.

QUESTION 2 ; If Congress fails to enact maritime revitalization
legislation this year, what steps do you plan to
take to ensure the viability of a U.S. -flag
merchant marine?

If no legislation is enacted this year, then the
Administration will have to weigh the various options
for ensuring some presence of a U.S. -flag fleet. Jones
Act cargo and cargo preference statutes require U.S.-
flag ships to be used to carry certain cargoes, and
those statutes will still have to be adhered to.
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QUESTION 3: On June 29, 1993, the two largest U.S. flag
container companies (Sea-Land and American
President Lines) announced their intentions to
transfer substantial portions of their respective
U.S. fleets to foreign registry. It is my
understanding that MARAD has received the Sea-Land
application and that the application from APL will
be forthcoming. What criteria will MARAD use to
reach a decision on these applications? Can you
tell us the status of the Sea-Land application,
including an estimate of when a decision will be
made?

Answer : MARAD 's regulation provides that proposed foreign
transfers of vessels of 1,000 gross tons or more will
be evaluated in light of:

(i) Type, size,
of the vessel;

speed, general condition, and age

(ii) The acceptability of the proposed transferee
and the country of registry or the country under the
authority of which the vessel is to be operated; and

(iii) The need to retain the vessel under U.S.
documentation, ownership or control for purposes of
national defense, maintenance of an adequate merchant
marine, foreign policy considerations or the national
interest.

MARAD has received reflagging applications from both
Sea-Land and American President Lines and we are
reviewing them to decide whether sufficient information
is included to deem them complete applications.

To my knowledge, MARAD has never been asked to approve
the transfer of registry of such a large number of
relatively modern liner vessels. Their applications
will require particularly serious consideration.
Accordingly, we are in the process of assessing various
options for processing these applications.
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QUESTION 4 : Many believe that operators should be permitted to
reflag their vessels if the Government is
unwilling to provide financial assistance to
offset the higher cost of operating under the U.S.
flag. Could you give us your views on that
assessment?

ANSWER : The Administration understands that U.S. -flag operators
should be able to operate competitively and on par with
foreign-flag operators. To the extent that U.S. -flag
operators reguest the authority to transfer ships to
foreign registry, those reguests will be handled on a
case-by-case basis. It would be inappropriate to pre-
judge any such reguest.

QUESTION 5 ; If the number of vessels engaged in U.S. -foreign
commerce continues to decline thereby shrinking
the pool of trained U.S. seamen, how will MARAD
assure that U.S. crews will be available to man
Ready Reserve Force vessels in an emergency?

The Administration recognizes that there may be a
serious problem crewing these ships in the future and
is examining options. Seafarers need jobs in peacetime
on commercial ships if we are to expect them to be
available in a war or other national emergency. Our
experience in DESERT SHIELD and DESERT STORM was on the
one hand gratifying that so many mariners volunteered
for service, but on the other hand, we saw firsthand
the problems of crewing ships rapidly that result from
a reduced commercial labor force.
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QUESTION 6: We keep hearing that the Department of
Transportation's maritime proposal is under review
by the Administration's National Economic Council
(NEC)

. Please describe this group for the
Committee. Is it comprised of Cabinet members
and, if so, have the meetings been conducted at
that level or at considerably lower levels? Do
the people attending the meetings on maritime
matters represent the President's views on those
issues?

The NEC was established by Executive Order No. 12835 on
January 25, 1993. It is chaired by the President, and
consists of the heads of 12 Cabinet and Executive
agencies.

Numerous meetings of the NEC were held at all levels to
discuss maritime reform. Ultimately, the President, as
chairman of the NEC, will have to weigh the options
that he is presented and make the final decision based
on what is most beneficial for this country.

The agencies represented on the NEC are the Departments
of Agriculture, Commerce, Energy, Housing and Urban
Development, Labor, State, Transportation, and
Treasury, the Environmental Protection Agency, the
Council of Economic Advisors, the Office of Management
and Budget, and the U.S. Trade Representative.
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Question 7 ; Recent allegations have questioned the integrity
of MARAD's process for determining fair and
reasonable rates. Would you care to comment?

Answer : Any allegations impugning MARAD's integrity in the
determination of fair and reasonable rates are
unfounded and wholly without merit. The process has
been reviewed on numerous occasions and found to meet
the requirements of the fair and reasonable regulations
as enacted.

Under the fair and reasonable process, MARAD's
determinations are made pursuant to the regulations in
46 CFR Parts 382 and 383 and are based on the operating
and financial costs on file with MARAD and a profit
limited by a current transportation profit index. The
Controller General has confirmed that "fair and
reasonable" is predicated on costs of U.S. -flag
operation. These costs are certified by a company
official and subject to a MARAD audit program. The
Department of Transportation's Inspector General
independently completes the audits.

Background: Regulations: 46 CFR Part 382 - bulk vessels 46
CFR Part 383 - bulk commodities on liner vessels
operating statistics - speed, fuel consumption,
operating days, deadweight tons, age, and etc.
Operating costs - wages, subsistence, stores, M&R,
insurance and other. Fuel costs based on
consumption and current bunker prices. Capital
costs - depreciation, interest, return on equity
and return on working capital. Port and cargo
costs - wharfage, dockage, tugs, stevedoring,
elevator charges, canal tolls, pilots and etc.
Brokerage and overhead - 2.5 percent brokerage and
6 percent overhead.
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QUESTION 8 ; How many shipyard and shipboard jobs will be lost
by a failure to save this industry? How many
other jobs in the economy are likely to be lost?

ANSWER ; Currently there are about 20,000 seafarers employed on
ships in the oceangoing U.S. -flag fleet. There are
about 115,000 shipyard workers employed in the major
shipyards in the United States.

If the current subsidy program lapses at the end of the
decade, then the number of shipboard jobs on U.S. -flag
vessels will decline to about 6,300. Likewise, in our
shipyards we project a significant decline in jobs to
about 53,000 by the end of the decade if the oiderbooks
are not soon filled. Added to this is the loss of
about 60,000 jobs in the shipbuilding supplier
industries like steel, electronics, etc.

QUESTION 9 : Without a program of government support, how many
U.S. -flag ships will we have at the end of the
decade? How many do you estimate will be operated
in the foreign commerce of the United States?

ANSWER ; The Department of Transportation estimates that if no
action is taken at this time to strengthen the U.S.
maritime industry, the number of ships in the privately
owned, oceangoing U.S. -flag fleet will drop to slightly
over 130 ships (from 384 ships today) , of which less
than 30 will be employed in the U.S. foreign trade.
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QUESTION 10 : The Chairman of the Subcommittee on Merchant
Marine recently wrote to President Clinton
suggesting that the simplest and most effective
solution for immediate government action to save
the U.S. merchant marine would be to retain the
operating-differential subsidy program embodied in
Title VI of the Merchant Marine Act, and
incorporate program controls on new ODS contract
awards within this framework. Do you have any
comments on this proposal?

I have reviewed Chairman Lipinski's letter to the
President, and note that this concept should be
seriously discussed within the Administration as an
alternative to new legislation to accomplish the
maritime revitalization program DOT has proposed.
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INSERT FOR THE RECORD

AWROPRIATIONS COMMITTEE -UrmeD SERVICE! COMMITTEE LX1 Merchant Manne
Congressman I ipinslriMUMS DATE iTRANSCf

July 20, 1993 |

PLANS FOR SUSTAINMENT SEALIFT

Question: What are your department's plans for the use of U.S-flag
vessels for sustainment sealift? Explain whether you believe it is important

to have U.S. -flag vessels available for sustainment purposes.

Answer: In peacetime, all oceangoing DoD cargo is shipped on U.S.-
flag vessels. In wartime, we plan to use as much capacity as can be
obtained from the U.S. -flag fleet to move sustainment cargoes. Toward that

end, we will continue to work with the U.S. maritime industry to ensure
that we make the most effective use of U.S.-flag ships for military

missions.
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INSERT FOR THE RECORD

APPROPRIATIONS COMMITTEE 4ARMED SERVICfS COMMITTEE Merchant Marine

Congressman LipinskL
HEARINC DATE

July 20, 1993

(TRANSCRIPT PAGE NO. LINE NO.

_£7_

MILITARY RISK

Question: Please assess the military risk associated with meeting U.S.

sealift requirements in the absence of experienced U.S. civilian crews.

Answer: There are two facets to this issue that require response. The

first concerns the risk associated with moving military cargo on ships not

manned by U.S. crews. We have experienced occasional difficulties with

both foreign and domestic crews in past contingencies. Our experience

leads to the conclusion that having ships under U.S.-flag reduces military

risk somewhat, but it is impossible to quantify the degree to which risk is

reduced.

The second facet concerns our ability to man reserve ships. DoD

would first turn to U.S. merchant mariners to crew these ships. Ships in

the Jones Act fleet, ships that move preference cargoes, U.S.-flag ships in

international trade, and the ships that DoD plans to operate for afloat

prepositioning would provide the pool of U.S. manpower from which

reserve crews could be drawn. Our projections, based on the Maritime

Administration's fleet forecast, show that the ready pool of merchant

mariners is large enough, when combined with a dedicated contingency

manning program, to crew our Ready Reserve Force (RRF) ships. DoD is

working with the Maritime Administration to develop programs that will

ensure that RRF crews are available in adequate numbers in time of war.
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X Merchant Marine

I

gtw*Tt rnnonvKman I ininski
EAftINO DATE |TRAN*CniPT F531 NO. |UNl NO.

July 20, 1993 | _Qd2_

FULFILLING SUSTAINMENT SEALIFT REQUIREMENTS

Question: It is the Committee's understanding that DoD has indicated

as pan of the next maritime review process that its only sustainment sealift

requirement is for 20 to 30 ships. How do you intend to provide/acquire

this capability? Are you assuming all those ships will be available

immediately when you need them or are you planning to use foreign flag

ships if they're not available?

Answer: The Mobility Requirements Study found that 20 to 30 ships

would be needed to meet sustainment requirements in a Middle East

contingency. That capacity would be obtained, as it was during the Persian

Gulf war, through short-term spot charters and through a shipping

agreement accessing the worldwide transportation network. The worldwide

transportation network consists of regularly scheduled liner service between

major commercial ports. Feeder service is provided from those locations to

lesser ports, similar to the way in which commercial airlines provide flights

between major hubs and offer feeder service to smaller cities. During

Operation Desert Shield, DoD contracted for commercial shipping services

through the Special Mideast Shipping Agreement (SMESA). Under that

agreement, the Department shipped sustainment cargo to the Mideast, via

major European ports, on regularly scheduled liner service. Sustainment

cargoes do not have to be delivered as rapidly as initial combat materials.

This allows time to use commercial shipping lines, opting first for U.S.-flag

carriers.
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WASHINGTON POST 12/31/92

55 John W.Brown

Scheduled to Make
'94 Atlantic Voyage

By Paul W. Valentine

BALTIMORE-The SS John W.

Brown. • World W.r II Liberty

thip, rests here, recovering from

11%own steam to France in ipnng

inl the 50th anniversary of the

AllKd mvaiion of Europe at Nor-

Oorena of Marylandert who are

having of fun." said

ship la the SS Jeremiah O'Brien. Prosed Liberty Ship acquired the

which hai been restored and a Brown lor free from the Maritime

now anchored in San Francisco as Administration in I9M after it had

a museum. been used aa a floating high school

Orginiiers here have similar in New York for more than 30

long-range plana lor the John W years.

ergtes are directed at getting t

ship to Europe in 1994

Much has already been done, walls and oak bunks in the fore-

The 19-toothigh. 270.000-pound castle, where the Navy gunners'

engine a in working order again. living quarters were. The bunks

The bridge, crews quarters, gal- and several of the walls, called

ley. gun turrets and other features bulkheads, had been ripped when

are being restored to their original it was used a> a school Moren. go-

ing by original blueprints and us-

i.OOO rivets have been ing wood «nd brome hardware

torn, where some corrosion had ship in Norfolk, is painstakingly if

occurred But 10.000 still have to storing Ihe forecastle to us former

be replaced in the 441-loot-long appearance

hull before the Brown can be cer- "We're striving for authentic-

tified by maritime regulators as ity." said Moran. a farmer Mer-

-ocean-worthy." according to Boy- chant Marine seaman who drives

Islon It is an espenaive task, he almost every Wednesday and Sat-

said. that requires putting Ihe ship urday from Prince George's Coun-

I
Baltimore's In-

trude it." said John W. Boylston.

president of the Baltimore-based

Project Liberty Ship.

lo{ fuel and food for the 1994 trip

This i

The John W Brown, named af-

ter an early 20th century labor

leader, la one of only two Liberty

More i

does. Hui

Marine s

feature of the Brown to 13.5 i in -in-lund O'Brien and a third World Wax fl-

T. —.
•'
--? ""*» "»» ooneiions engine parts, paint, vintage cargo craft, the SS Lanemore than 1 .000 volume, on naval rope (called Tine- m Navy par- Victory, twoother snap. sdsaMed

engineering. Ihe Merchant Marine lance) and other items. to make the 1994tranmUnt*
and "pretty much anything to do Still, he uid. the Brown needs voyage '"*"?**!' "• »* S"" «* *" nsUbon to complete the res- TV kgalauon not only would

n estimated I700.000

surviving Liberty

o-
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