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Feveral Alavitive Comnissivn
Washingten, DL€, 2a573

Offce af the Chairmen

T0 THE SENATE AND HOUSE OF REPRESENTATIVES:

Pursuant to section 103{e){2) of Reorganization Plan
No. 7 of 1961, and section 208 of the Merchant Marine Act,
1936, as amended, 1 respectfully submit the Seventeenth
Annual Report of the Federal Maritime Commission, This
report covers Fiscal Year 1978, a reporting period that

began October 1, 1977 and ended September 30, 1978.

Sincerely,

Richard J.
Chairman
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SCOPE OF AUTHORITY AND BASIC
FUNCTIONS

The Federal Maritime Commission {FMC)} was-established as an inde-
pendent regulatory agency by Reo'rganization Pl_an No. 7, effective August
12, 1961. Its basic regulatory authorities are derived from the Shipping
Act, 1916, and subsequent laws vesting in it additional jurisdiction for
the regulation and protection of U.S. ocean commerce.

The Cosmission is composed of five Conmissioners appointed by the
President with the advice and consent of the Senate. The Commissioners
are appointed for five-year terms, with not more than three members of
the Commission belonging to the same political party. The Precident
designates one of the Commissioners to be the Chairman, the chief execu-
tive and administrative officer of the agency.

The FMC's establishment followed a series of Congressional hearings
which found the dual promoticnal and regulatory responsibilities of the
Federal Maritime Board to be in conflict. Therefore the reorganization
divided the Maritime Board into two separate agencies: The Maritime
Administration of the Department of Commerce {MarAd}, charged with the
development, subsidization, and promotion of the U.S. merchant marine;
and the federal Maritime Commission, entrusted with the regulation of
the domestic offshore and foreign waterborne commerce of the United

States.




1, o0

roe¥ssion's main resporellit:ifes includ

1} The regulation o7 £k rupo ey rateraking in
our foreigs and Voo wiir ofr Gape teodes;

3 Investigelivn of dith‘ﬂ'-”ias;v;utéc ard practices
ameng shippere, carr;ow, lerwinal operators, and
fieight Torwa: ers;

3} Licensing of indeperd: .f coean freight forwarders;
4) Passenger vessel cerl Ticalion; and
5} Ceriification of vesscis o ensure fiseal
responsibility fur o9 pollution and hazardous substances.
The Toamission's reguiation is inteaded to allow the flow of

4.5, foreign commerce to realize its full poiential and to ensure

efficiency ia the ocean common carriszge cf goods. When this goal

*s achieved, the TMC satisfies its principal objective: ensuring

that shippers transport and constmers receive goods and services

at a fair and 2quitable price, throuah maihods that comport with

the shipping laws of the United Siates.

Perhaps the Commission’s most visitle activilies oeccur in
carrying cut its obligetions under soction 15 of the Shipping

Art, 1916, Since this legislation sxempls ocean carrier conferences

from the Sherman and Clayton antite ot laws, the Commission is

tharged with carafylly evaluating a3* agreciments between and/or awong

entities subject 1o the Shipping Act to ensure that they doc not expleit




their sntitrust immunity. The anticompetitive effects of any agreement
vonsidered by the Commission must be weighed against its potential
pubiic henefits. During the reporting period, 169 carrvier agreements
vere processed under section 15 of the Shipping Act, involving a total
of roughly six hundred separate steamship lines.

The Commission’s responsibilities and authority are often confused
with ihose of other maritime or reguiatory agencies. Uniike the Interstate
Comrverce Commissien, for example, the FMC is extremely limited in its
authority to set rates or toc disapprove tariffs already ltawfully filed
and has no authority to Timit entry into U.S. ocean commerce.

Unlike the Maritime Adrinistration, with which the Commission is
often confused, the FMC is a regulatery, not a promotional agency. The
Commissien not only has no responsibility for promoting the U.S.-flag
merchant marine or snipbuilding industry, but can protect the U.5,-flag
Tleet only to the extent that the maintenance of a competitive U.S,
merchant marine serves the general public interest.

Despite these restriciions, hewever, the Commissicn does have
respensibility for ensering stability and equity in the U.S. ocean
commerce. Since over 95 per cent of U.S. foreign trade is waterberne,
the Commission's importance in protecting the shipping public and the
consumer, as well as promoting efficiency and econcmy in our foreign

tommerce, cannot be overemphasized.
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viovs Inowidespread corlonins thed the esofuiion o H.5. cequlation
of the fuicactional ocean transpori=iion indisiry fonuses arvound four
it nimd gantes the Iacepliaa of ool ws e ofer cosferonces in the
17055 the Aledander Keport, 2 {(ongveszional siady mode in 1514; che
sebampiond enactment of the Shipping &1 ¥n (818; and the Ceilor Report,
znsther eagreehensive Congressizonl review coupleted in the varly 196G's.
Yoe Industrial Revolubicn snd the snsaing expansion of world trade
hasi givin vise to the need for @ sore z¥{ictent form of ocean transpor-
tation than the saiting vessels then in use, The advent of the steamship,
whise pevformance was relatively wwfferted by weather conditions,
grovided fhe essentisl iporedisat necassery for an offective 1inee
sevvior ~ vegwlarity of satlings.
Yt breskthrough created o sived wn b awatisbie stexmship unnage
¥ g the widdle avd Tate 18&h ~owmiury . 3sgeening end onbs inden
eAy

etitvion seon led fo serdvys overi niaghey ond facressingy vroquent

yEue Havs o oSl ajor frade rovias,

Hines thot geoided 1 wonlte, e Luim aibimatelr scunhi to
winiaize the effects of dostvuciive ¢« cnotifion through vouvecation, and
the Tirst steamshbip contereaces were reflen. I Is aeperally believed
that the first conference originaled I the U.K. /CaToutia trade during

the 1870's.
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The concept rapidly gained in popularity during the next several
docades and, 2s the new transportation systoem expanded into the U5,
Toreign commerce, conflict with U.3. antitrust Taws became ineyitabie.
in 1911, the Deparimenrt of Justice brought sﬁif against th-ee conferences,
charging them with viclatien of the Sherman Act through agreements and
practices in restraint of trade.

Although the intervention of World Har I dissolved most of the
corferences in guestion, the Justice Department's action, coupled with &
British review of shipping rinos, had already served as impetus for
Representative Joshua Alexander's House Merchant Marine and Fisherins
Committee te undertake a comprehensive siudy of shipping conferences and
their practices.

The Alexander Report found that carrier conferences coaveyed cevera?
inherent zdvantages to the shipping public:

1) Greater reguia: ity 2nd frequency of service;
2) Stability and uniformity of rates;
3) Fconowy in the cost of service;
4} Better distribufion of sailingss
5} Mairniemanwe or U.S  ind Furcpean rates L2
forelge rarkels 2n 3 parity; and
a)  EFaoal ipeatmoct of shippers through the eiivination

Wty sy opapee ot oand wnderhanded moatheds nf
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The Commitiee Report expressed the belief that termination of
conference agreements would vesult either in rate wars or consolidation
through common ownership. HNeither alternative seemed more attractive
than the existing system.

in addition to the advantages of ccean carrier conferences, however,
the f3rd Congress found many abuses inherent in the conference system,
as has every subsequent Congress that fhas studied the industry. Therefore
it crzated the U.S. Shipping Board, @ predecessor of the FMC, to regulate
U.S. ocean comserce and curb the excesses arising from concerted rate-
making.

fhairman Alexander®s Commities concluded in its final report that
imposition of antitrust policies on the ocean shipping industry would
prove counterproductive, finding instead that the conference system was
worth velaining under the scrutiny of increased Federal regulation.

Vhe Shipping Act. 1916, evclved from this veport and remains today,
as amended, the guiding legislation of the federal Maritime Commission.

Few changes were made in either the scope or substance of U1.5.
ncean shipping regulation for nearly the next half century. Changes in
ncean freight regulation during the period 1916-61 were essentially
fndirect by-products of an increasing emphasis upon the need for a
strong and healthy U.S.-flag merchant marine, as manifested in the

Merchant Marine Acts of 1920 and 1936.
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Between 1958 and 1962, the House Merchant Marine and Fisheries and
Judiciary Committees each conducted an exhaustive review of the U.S.
ocean commerce and monopoly problems in the'liner shipping industry (the
Bonner and Celler Committees, Eespective]y).

The findings of the two groups did not differ substantially from
those of their predecessor, the Alexander Committee. Abuses still
existed within the conference system, including rebating, secret agreements,
and discriminatory treatment of shippers.

At the same time, it was determined that the conference system’s
virtues still outweighed its faults, although it was necessary to
further increase Federal regulation in order to limit future trans-
gressions. The fnapplicability of antitrust principles was also re-
emphasized.

Representative_teI]er's Judiciary Committee stressed three reasons
for preserving antitrust immunity for the conference system:

1. Existing institutional structures of long and
historical standing should not be set aside except
as a last resort.

2. The conference system is an international one
that could not be eliminated and might not be
improved merely by withdrawal of lines, foreign
as well as U.S., operating in the foreign

commerce of the United States.
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3. Outright elimination of the conference system
in the U.S. foreign commerce ... might well result
in inflicting severe hardship uppﬁ our merchant
marine and in creating substant%a] rate instability
presently undesired by U.S. shippers.

The final congressional reports also noted that the dual promotional
and requlatory functions of the old Federal Maritime Board were incom-
patible, leading to President Kennedy's Reorganization Plan No. 7, which
was put inte effect on August 12, 1961.

The reorganization vested responsibility for the promotion and
subsidization of the U.S. merchant marine in the Maritime Administration
of the Department of Commerce. The regulation of our foreign and domestic
o{fshore waterborne commerce was placed in the hands of the Federal
Maritime Commission.

. After 1961, no substantive changes in the scope of the Commission's
vagulation, outside the area of licensing vessels for water poliution
Tiability, occurred until the 95th Congress. In 1978, the Congress,
through passage of the domestic rates and controlled-carrier bills,
agafn increased the FMC's regulatory authority and affirmed its virtually
exclusive jurisdiction o@er some of the most serious prablems currently

existing in our foreign ocean commerce.
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The pattern that was 1irst estedli<hod i 914 hes coatinued wnlil
the present day, and was ro-affirmed as vocontly o%. Cotobor 1B, 1978
when President Carter signed the Ocean Shipping Act of 1978 {P.1.95-483),

Although many of the challenges currently frciag the FMC date back
to the inceplion of U.5. regulation of the oceas shtpuing indastry,
new challenges continually srise. The Commission must cunstantly
incovporate political, corasrcial, and technolouical chongas in the
world marketpiace into its reguiatory policies.

With the growth of {he sc-called "naticnal Interest facter", or
maritime nationalism, among meny of our trading partners, the FMC must
become increasingly cognizant of the international character of the
industry it regulates.

inaliy, in adapting to recent developmenis in the U.5. ocean
commerce, the Commission must ensure that the new regulatory pelicies
it develops are as efficient and effective as possible in order to
minimize the burden of regulation upon the public with whose interest

it has been entrusted.
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Office of the Commissionors

The Chajrman of the Federal Maritime Conmission serves as the chief
executive and adminfstrative officer of the Commission, The Chairman,
with the other four Commissicners, 1§ responsible for establishing the
policies of the Commission.

The Commissinn makes wules and requlations to ionterpr:i, enforce,
and ensure compiiance with the Shipping Act, 1916, and other shipping
statutes. The five Coramissicners meet regularly as a collegial body to
consider matters under adjudication, propose and adopt rules, order
investigations, and esiablish regulatory policies. The Chairman and
other Commissioners tesiify before ihe Congress on legislation affecting
regulation of the U.S. ocean commerce. Commissioners {requentiy chatr
internal agency committees or task force groups focusing upon a particular
aspect of the Commission's reguiziion or procedures.

In administering the pelicies of the Commission, the [hairmau
prescribes.the Comaission's programs, goals, and cbjectives. In addition,
the Chairman's Gffice serves o3 ¢ zentral c¢lesringhouse for disseminating
information on the activities end functions of the fommission to the
Tongress, other goverament agencizs, the maritime industry, news media,

and the generat public,
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Office of the Managing Director

The Managing Director is responsible for the direct administration
of Commission staff, activities, and programs. He assists and advises
the Chairman and other Commissioners and is responsib]é for directing

"staff activities to ensure the timely accomp]ishmént of Commission goals

&nd objectives.

Office of the General Counsel-

The General Counsel's Office serves as the law advisors to the
Commission, providing it with legal counsel on all matters under consider-
ation. The staff reviews and approves the legality of proposed Commission
rules and regulations; renders formal and informal written opinions on
pending adjudicatory matters; and prepares draft decisions and orders
for ratification pursuant to Commission action.

The Office of the General Counsel also concludes settlements of
certain Shipping Act violations, especially rebating, and represents the
Commission in most matters before the courts.

The General Counsel's Office is divided into two sections: the
Division of Reports, Opinions, and Decisions, and the Division of
Legislation, Orders and Legal Research and Assistance, each headed by a

Deputy General Counsel.
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The Administrative Law Judges

The FMC has seven administrative law judges under the direction of
a Chief Judge. The administrative law Jjudges conduct hearings and
render decisions in formal ru!eﬁaking and adjudicatory proceedings.

Initial decisions of the ALJ's are subsequently reviewed for final
action by the Commission, or in some instances, adopted without review.
Judges have the authority to administer oaths, issue subpoenas, rule
upon motions and offers of proof, receive evidence, take depositions,
regulate the course of hearings and take any other action authorized by
agency rules or the Administrative Procedures Act.

The majority of proceedings before the administrative law Jjudges
involve the approvability of section 15 agreements, adjudication of
discriminatory practices between various parties subject to the Shipping
Act, adjudication of shipper complaints under section 18(b){(3) of the

Act, and, domestic rate cases.
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Office of the Secretary

The Secretary's Office performs functions roughly analogous to
those carried out by a clerk of court. The responsibilitie§ of the

0ffice of the Secretary include: 1) preparing the agenda for Commission

meetings; 2) receiving and processing formal complaints involving viola-
tions of the shipping statutes and other applicable Jaws; 3) issuing
orders and notices of Commission actions; 4) maintaining official files
and records of all formal proceedings; 5) receiving and responding to
subpoenas directed to Commission personnel and/or records; 6) administer-
ing the Freedom of Information and Government in the Sunshime Acts; 7)
vesponding to information requests from the Commission staff, the regu-
lated industry and the public; and 8) providing copies of decisions of
the ALJ's, CLommission reports, publications, and miscellaneous documents
to interested parties.

In addition, the Secretary’s Office has recently become an active
participant in the development of rules designed to reduce the length
and complexity of formal proceedings, review of the Commission's statutory

mandate, and evaluation of the interpal organization of the Commission.




23

Bureau of Hearing Counsel

The Bureau of Hearing Counsel serves as the FIIC's resident "watchdug"”
of the public interest in the Commission's dockeied proceedings, although
public interest considerations are foremost in all staff regulatory
activities. Hearing Counsel participates as trial counsel in all formal
adjudicatory dockets, some rulemaking, and other proceedings such as
show cause cases, petitions for declaratory order, and fact finding
investigations, all of which are initiated by the Federal Maritime
Commission. Attorneys from the Bureau participate fully in prehearing
discovery, examine and cross-examine witnesses, prepare and file briefs,
mations, exceptions, and other legal documents, and participate in oral
arguments before the Adminictrative Law Judges and the Commission itself.
They act as hearing counsel, where interventicn is permitted, in formal
complaint proceedings initialed under section 22 of the Shioping Act.
Hearing Counsel attorneys furpish consyltative and edvisory services on
special Commission projects, serve, as appropriate, in matters of court
Titigation by or against the (ommission, and recommend improvemenis in
the Commission's decision-making process, including the Ruies of Practice

and Procedure.
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Burgag of Doean Com izco Regulation

w

Fopneyty the Bureay of Coepliance, Lhe Buveaw of Ccean Cuimerce
Reytitnt fcr {OCR) is the largest et ihe Cownission, employing 88 personnel
whe aie rotponsible for beth ihe plarning and administration of regulatory
programs vnich address nearay all farets of the FMC's activities.

Forenost among the Bureazu of OCR's rvospoasibilities are the review
and analy:cis of all agreements filed uvrder section 15 of the Shipping
Act, evalualion of dual rate contrac® systems, and analysis ef Toreign
and domestic tariff filings which set forth the rates and practices
which shape the flow of U.S. walterberne conmerce.

Although the Bureau of Ocean Commerce Regulation supervises all
seginznts of the ocean shipping indusiry. their most visible activities
are cefiected in their recommendations i lhe Commission on section 15
ronferencs egreements filed for approval,

flzgulay analysis of irsde patteins, conferace sciivities, sealf-
peticing caniracls, preling siatemenil:, and sperciing reporic is ssseniizl

ta the sucrcessfol perfonacner of the Poreaun’s fefigy
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Bureau of Industry Economics

The Bureau of Industry Economics develops and analyzes financial,
economic, environmental, and energy data required for the effective
performance of the Commission's regulatory duties. The Bureau's economic
expertise may be utilized in docketed proceedings, promulgation of new -
rules and regulations, analysis of ocean carrier conference agreements,
or development of long-range regulatory policies.

The Bureau is functionally divided into four operating offices:
the Offices of Economic, Financial, and Environmenta] Analysis, and the
Office of Data Systems. It is expected that the role of economic and
environmental analysis in determining Commission activities will grow

apace with the increasing need tg reduce the effects of inflation,

minimize the economic burden of regulation, and address the problem of
dwindling energy resources.

As an example of the functions performed by the Commission economists,
staff participated in the following projects during the past fiscal
year:

1) Assisted in the preparation of the Commission's draft

submission to the Interagency Maritime Task Force
outtining future regulatory policies:

2) Completed a study of the U.S. West Coast/Mawaiian trade,

addressing the configuration of the fleet serving the trade,
the major moving commodities, the impact of ocean trans-

portation costs on the cost of living in Hawaii, and the
recent history of rate increases in the trade;
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3} Continued research into the feasibility of permitting
carriers to set up "alTowances for funds used during
construction”, an account created for ratemaking purpose;

4) Initiated a Virgin Islands trade study; .

5) Participated in a Commission working group for the

reparation of studies, the North Pacific and North
tlantic liner trades; and

Continued assessment of metrication developments in the
shipping industry;

Prepared a proposed rule on currency adjustment factors;
and

6) Prepared a rule to amend General Order 11 to redefine the

criteria used in the computation of an ocean common carrier's
rate base,

The importance of Commission efforts to evaluate energy use in
general and fuel consumption in particular has grown apace with the
worldwide depletion of 0il and natural gas reserves. During the past
year, the Commission's Office of Environmental Analysis continued its
activiti;s under the National Environmental Policy Act of 1969 {NEPA)
and the Energy Policy and Conservation Act of 1975 {EPACA). In FY 1978,
40 proceedings were reviewed to determine whether energy and environmental
assessments were needed. Work continued on a major Environmental
Impact Statement concerning recyclables and a Final Impact Statement
dealing with minibridge oﬁerations.

The Commission expects to rely heavily upon staff expertise in the
area of energy utilization in order to develop future regulatory policies
which encourage the most efficient and economical transportation strategies

possible.




27

Bureau of Enforcement

The Comnission's enforcement program involves more than its efforts
to eliminate cash rebates and more sophisticated forms of malpractice
from our foreign trade.

In the literal sense, it includes investigations into unlawful
common carrier rates and agreements in our ocean commerce, complijance
checks of ocean freight forwarder activities, and perjodic follow-up
passenger vessel audits of ships which have been granted certificates of
financial responsibility.

But the FMC's enforcement activities, in conjunction with its self-
policing initiatives, also represent an effort to bring the ocean common
carriers of all flags that trade in the U.S. foreign commerce into
compiiance with U.S. maritime Taw.

The Commission firmly believes that carriers operating in our
trades must do so according to our rules. The Commission's campaign
against illegal rebating is just the spearhead of its program to achieve
adherence to the laws of the United States in all aspects of our ocean
commerce, and to ensure the acceptance and credibility of U.S. regulatory
powers among those who seek to participate in the carriage of our foreign

trade.

Although the enactment of an anti-rebating law would be greatly

welcomed as an invaluable addition to our authority, the FMC's anti-
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rebating campaign continues to gain momentum in the interim. The Commis-
sion is currently focusing efforts upon systematic monitoring of trades
for malpractices, revision of existing progedures for initiating and
conducting investigations as well as conciuding settlements, and analysis
of more sophisticateh forms of malpractice more difficult to detect than
cash rebating. Efforts are also underway to provide follow-up analysis
of trades in which major settlements have been reached to determine the

extent to which malpractices haye actually been curtailed.

In activities conducted during the past reporting period, the
Commission increased the investigative staff of the Bureau of Enforcement
in an intensive effort to curtail illegal rebating and other malpractices
by carriers, shippers, consignees, and others operating in U.S. foreign
commerce, District offices are strategically situated to cover activities
in areas surrounding principal United States ports.

The District offices represent the Commission within their respective
geographical areas. In addition to conducting investigative activities,
the District Offices, and their sub-offices, serve as focal points for
Commission activities in these areas. They provide information, assistance
advice and access to the Commissfon's public documents to all interested

parties.
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Buveay of fertification and Licensing

The Gureau's primary responsibilities involve cortification of
vessels under various Federal anti-pollution Taws to cnsure liabiiity
for spills of oil and hazardsis subétances. Over 26,000 v-ssels fatl
within the Commission®s jurisdiction ia its administvation of section
3}1 of the Federal Water Poliuiion Control Act {FWPCA), the Trans-Alaska
Pipeline Authorization Act {TAPAA}, and, most recently, the Outer
Continental Shelf Lands Act Amendments of 1978 {OCSLA).

The Bureau of Certification and Licensing alse has responsibilities
for the licensing and regulation of independent ocean freight forwarders
and the certification of passenger vessels for liability incurred by
casuaities or non-performance of scheduled voyages.

The Federal Maritime Commission is responsible for the adminis-
tration of the financiel rezponsibiiity and vessel certification provisicns
cohtained in section 317 of the lederal Waler Pollulicn Centrol Act
(FWPLE) and secifon 204{¢) of the Trans-ilaske Pipeline Aviherization
dct (VAPRAY, Bue f mai-+ Jiffrrencee beiween the {wo statules, tihe
Pl piccrem fe adwindowe 0 seperaticly Tron the TAPAL program.

On Sectemocs 18, 1577, ihe Piesident signed into 'aw the Outer

—

{optinenis] Shelf Lands Actl faencoweats of 1978 (00S).  Section 305 of

that Act coentaine finencial responsinility and vessel certification

J

wovisicns. snd indication: to¢ thet the Conmissien will he delagated

h

o

vespone ity for o7 nnentry three provisions.  Tnercfore, a

[l

third vater 011 tnn rreara, whrelsted to the FWPCA and TAPAA programs,
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will be administered by the Commission. Regulations for.an OCS vessel
certification program were being drafted at the end of the year.

The Conéress, thefﬁdﬁiﬁis%ration and the involved industries conéur
in the desirability of consolidating the FWPCKL_TAPAA, 0€S and other
related laws into one coﬁprehensive "superfund” law which would end the
existing patchwork of water pollution statutes. Enactment of a superfund:
lgw is eXpected early in 1979.

The ocean freight forwafding industry is comprised of individuals
who, on behalf of‘shippers, arrange fof export oceah‘transportation of
cargo by common carriers by water. Pursuant.to section 44, Shipping
Act, 1916, enacted -in 1961, the Commission is charged with the licensing
and ‘regulation of independent ocean freight forwarders. Federal Maritime
Commission General Order 4 sets forth the criteria which must be met by
app]icants-f;r freight forwarder licenses and governs the conduct and
écfivjties;of licensed forwarders.

! During.fiscalAyeaf.JEJB.Athe Commission-revokedvﬁo outstanding -
ficenses and 25 ;pblications wére d.enied°

The Commission also administers sections 2 and 3 of Public Law 89-
777 which reQuire vessel owners, charterers and operatqrs of U.S. and
foreign-flag passenger vessels having 50 or more berth or stateroom
acchmodations-and embarkinQ péssengers at United Statés_borts, to
estéb]ish financial responsibility to meet 1iability incurred for death"
or. injury and to indemnify passengers.in the event of nonperformance of

a voyage or cruise.
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0ffice of Budget and Program Analysis

The Office of Budget and Program Analysis was restructured at the
direction of the Managing Director in order to ensure optimal utilization
of physical, fiscal, and manpower resources: It formulates recommenda-
tions and interprets budgetary policies and programs; prepares budget
Justifications; develops and administers fiscal plans and systems of
internal control for agency funds; is responsible for financial management
policies, procedures, and planning; and performs ongoing evaluation of

agency workload, productivity, and the effectiveness and efficiency of

agency programs.

Division of Office Services

The Division of Office Services provides most physical rescurces
for the Commission and its field offices, incTuding communications,
printing, duplicating, and mail room services, procurement of supplies
and equipment, space management, building services, safety programs, and

records storage and retrieval,
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0ffice of Personnel

The Office of Personnel plans and administers personnel management
programs for the Commission in compliance with Federal laws and regula-
tions. These include recruitment, placement, employee development and

training, position classification, employee relations, equal employment

opportunity, and other employee related activities. The office advises
the Commission on all personnel matters and ensures the maintenance of a

progressive personnel program within the Commission.




FISCAL
YEAR

1978




34

HIGHLIGHTS AND REFLECTIONS . OF

THE YEAR

During Fiscal Year 1978, the Federal Maritime Commission identified

.and made progress toward five Specific short-term objectives:

1)

2)

3)

4)
5)

Complete statutory review and development of
legiélative recommendations to the Congress which
will make the Commission more responsive to shipping
needs of the future;

Analysis and evaluation of FMC organization to
determine how best to use existing resources with
the greatest possible efficiency, effectiveness, and
economy;

Development of strategies for streamlining the
Commission's decision;making process without sacrificing
the quality of its regulatory decisions;

Full utilization of all Commissioners; and
Development of a Great Lakes District Office to
address the maritime needs of our nation's fourth

seacoast.

These objectives were established as stepping stones toward two

TOﬁger~range goals which are essential to effective regulation:

1)

Developing a'balance between the interests of

shippers and carriers; and
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making the Commission more responsive to the public
and protective of the public interest.

It quickly became apparent that the Commission could never achieve
these goals within the comstraints of its existing statutory framework
and with the backlog of docketed proceedings that existed at the start
of the reporting pericd. During Fiscal Year 1978, significant action
was taken on both fronts.

The political, technological, and geographical developments which
have altered the character of the world marketplace in recent years were
never contemplated by the Congress which drafted the Shipping Act, 1916.

Consequently, a Statutory Review Committee was created at the FMC
early in Fiscal Year 1978 to examine the Commission's statutory needs,
develop and prioritize goals, and prepare a comprehensive package whose
impiementation will address the most pressing issues in contemporary
maritime affairs.

Many of the changes advocated by the Statutory Review Committee,
headed by the Chairman, were passed by the tongress during the reporting
period, and several were signed into law by the President. Chafrman
Daschbach and Vice Chairman Thomas F. Moakley testified eleven times
during the 95th Congress on behalf of proposed legislation needed to
improve the effectiveness of FMC requlation, and the Commission worked
closely with the Congress in areas requiring revision of outdated U.S.

maritime laws.
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The Congress passed H.R. 9998, the controlled carrier bill, by an
overwhélming margin., It was approved by President Carter on October 18,
1978.  The Ocean Shipping Act of 1978 (P.L. 95-483) better enables the
Commission to contain the threat posed by state-controlled carriers
which penetrate the U.5. liner trades without regard for the traditional
market considerations with which competing carriers must contend.

H.R. 6503, which amends the Interccastal Shipping Act of 1933, was
also easily passed by the Congress and subsequently signed into law.
This statute enlarges the Commission's power to suspend rate increases
in the U.S. domestic commerce and ensures greater equity for shippers in
disputed domestic rate cases.

Anti-rebating legislation was also strongly supported by the FMC.
i#.R. 9518 passed the House by a resounding 390-to-1 margin and by voice
vote in the Senate. This legislation was viewed as a key tool in the
Commission's aggressive campaign to eliminate malpractices in the U.S5.
ocean commerce, The bill was pocket vetoed by the President.

A similar bill was intreduced in the 96th Congress, shortly after
the end of the reporting period, and the Federal Maritime Commission
will continue to actively participate in the development of legislation
designed to enhance the effectiveness of its regulatory functions. The
Statutory Review Committee will complete recommendations for regulatory

reform of the Shipping Act and present them to the Congress in 1979,
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Regulatory reform has also been reflected in the Commission's
successful efforts to reduce its regulatory backlog and eliminate
unnecessary procedural delay. During Fiscal Year 1978,.the Commission
issued 193 decisions and nine rules, compared to 38 decisions issued in
FY '74, 39 in FY '75, 40 in FY '76, and 102 in FY '77. During the
peried 1973-77, the FMC issued an average of seven rules annually.

D;ring dune, 1978 alone, the Commission held ten meetings on 51
agenda items, heard four oral arguments, considered 15 jtems by notation,

issued 25 initial decisions and 17 final decisions.

COMMISSION DECISIQONS
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More importantly, there was no evidence that the volume of Commission
activity compromised the quality of Lhe decisions rendered, On the
contrary, the time, effort, and analysis devoted to ihese cases by both
the Commission and its staff appeared to prove that the FMC's requlatory
process could be expedited without compromising its responsibility to
provide the public with fair, equitable, and sound judgments.

Although the regulatory process was clearly expedited during the
reporting period, there is no doubt that it can be further improved.
Belween January 1 and September ¥, 1973, the Commission disposed of
seven docketed proceedings that were over five years old, more than the

agency had decided in the pasi four calendar years combined.

The impact of this increased efficiency upon the ocean shipping
industry should soon become evident. In deciding Dogcket No. 73-38, the
'Tandmark® minibridge case, the Conmission has ended uncertainty among
shippers and carriers alike and paved the way for the orderly growth of
one of Lhe most imporiant transporiztion inncvations iam recent years.

in a companion proceeding, Docket No. 73-42, the Commission has re-
examined the concept of naturally tribuiary cargo and rendered a decision
that should further encourage the development of new transportation
services that redound to the ultimate benefit of U.S. exporters and

domestic consumers.
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In Docket 73-22, the Matson rate case, the Commission enabled
several other &omestic rate proceedings to be promptly decided and
established guidelines that should serve to expedite future cases in our
domestic offshore commerce.

The Commission also issued self-policing rules that, in conjunction
with an aggressive enforcement program, will help establish and maintain
strict standards of conduct for steamship operations in our ocean
commerce.

Expedited Commission decision-making has also been reflected in its
recent handling of informal docket proceedings; the FMC is currently
taking less than one-third as long to handle informal dockets as it did
five years ago. Under new rules for Commission review of special and
informal docket proceedings adopted in July, 1978, even more expeditious

resolution of reparations cases can be expected in the future.

The FMC also adopted new procedural rules during FY *78 which would
severely restrict the circumstances under which extensions of time would
be granted to parties to Commission proceedings, long a leading cause of
regulatory delay.

The Commission will continue striving to develop new methods for
streamlining its decision-making process. The Statutory Review Committee
s currently identifying areas in which legislative changes are needed,
the Commission's Organization Task Force is examining various strategies
to improve the agency's work flow, and the Committee to Cxpedite the

Hearing Process is focusing upen specific areas of internal regulatory

reform.
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In an effort'to become more responsive to the public interest, the
¥MC has assigned a higher priority to the elimination of procedural
delay and backlog than it has ever received in the past. The requirements
of the public interest as a whole and the commercial and legal needs of
the maritime industry in particular mandate continued improvement in the
timeliness with which the Commission addresses regulatory gquestions or
fssues.

The public interest requirves not only prompt government action, but
action that is based upon the broadest possible spectrum of input. One
importani step that the FMC has taken in that direction has been to open
$ts communication lines with the public.

During calendar year 1977, the tommission considered 260 out of 360
agenda items, or 72%, in open session. During the current reporting
period, well over 80% of all agenda items were considered in open session,
and the FMC should soon complete its transition to the principies of the
Sovernment-in-the-Sunshine Act, considering oniy rave and excepticnal
casas behind closed doors.

The Commission has also broadened communications with segments of
the maritime community whose voices had not been frequently enough heard
in Commission matters. fhe interests of shippers and carriers have not
always been even!& balanced in the agency's policy development, and
additional shipper input into the Commission's decision-making process

was vigorously solicited during FY 78.
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Shippers have subsequently responded articulately and in large
numbers. Duriﬁg Fact Finding Investigation No. 10 into Overland Common
Point {OCP) Rates, over 400 shippers submitted comments and recommenda-
tions, reflecting an unusually high level of participation.

The opening of the Commission's Great Lakés District Office in
Chicago on February 24, 1978, serves to further public awareness that
the Midwestern exporter in Omaha plays as pivotal a role in our maritime
commerce as the ocean carrier in Baltimore.

The Great Lakes office gives the shippers of our nation's heartland
a better opportunity to make their voices heard in the development of
FMC regulatory policy and underscores the agency's commitment to an even

balance of shipper and carrier interests in its regulatory activities.

The functions of the new office in Chicage also typify the expanded
role of the FMC's five district offices. District office personnel act -
as field representatives of the Commission itself in addition to their
traditional investigative duties, providing the resources and expertise
necessary to address the diverse needs of the maritime communiiy in
their respective regions.

It should be emphasized, however, that their 1iaison role supplements
rather than supplants their important investigative responsibilities,

The Commission's. investigative arm cannot be underestimated, for the
FMC's credibility as an effective regulator of our ocean commerce depends
upon our ability to eliminate malpractices from our foreign trades and
to restore legitimate competitive practices to ocean common carriage of

goods.
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Although rebating has a legacy that dates back aimost to the
inception of the steamship industry, the Commission's enforcement program
has significantly eroded its presence in our foreign commerce in the
past two years.

During Fiscal Year 1978, the Commission achieved settlements for
Shipping Act violations with 39 shippers ahd carriers, totalling $4,683,000.
Most of the settlements evolved from illegal rebating activities and
were reached under the provisions of P.L. 92-416. A complete list of
anti-rebating settlements in included in Appendix C. -

Especially prominent among the settlements for illegal rebating
were those achieved with Seatrain Lines, Inc., for $2,500,000; Zim
Israel, $1,000,000; Barber Blue Sea, $£250,000; CBS Import, $100,000, and
United States Lines, Inc., $90,000. Shortly after the end of the
reporting period, the Commission concluded lengthy negotiations with the
Japanese government resulting in a $2,500,000 settlement with six
Japanese Tines for malpractices committed primarily in the trans-Pacific
irades. Inh the past two years, the major settlements with Sea-Land
($4.000,000), Seatrain, Zim, and the Japanese lines alone will bring
more money into the U.S. treasury than the Federal Maritime Commission's
total annual budget.

The FMC is far more than a collection agency, however. The rebating
settlements with Zim and the Japanese consortium were especially noteworthy,
representing the Commission's first major breakthrough in enforcing our

anti-rebating laws against foreign-flag carriers, thus reflectiqg
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significant progress in the FMC's efforts to bring the ocean common
carriers of all .f1ags that trade in the U.S. foreign commerce into
compliance with U.S. law.

The Commission firmly believes that carriers operating in our
trades must do so according to our rules. The Commission's campaign
against illegal rebating is just the spearhead of its program to achieve
adherence to the laws of the United States in all aspects of our ocean
commerce, and to ensure the acceptance and credibility of U.S. regulatory
powers among those who seek to participate in the carriage of our foreign

trade.
Shippers and carriers were not the only segments of the ocean

shipping industry that were the subject of Commission scrutiny during
the past year.

The agency's statutory review should prodice recommendations to the
Congress which would provide ocean freight forwarders, one of the newest
sectors of the shipping industry, with their first realistic set of
guidelines and legislative elarification of their role within the maritime
industry.

The Commission has already effected one major change in its regu-
lation of freight forwarders, issuing rules during FY ‘78 to increase
the required frgight forwarder bond from $10,000 to $30,000. Inflation
and the increasing value of cargo movements had clearly rendered the
original bond requirement {nadequate to protect the interests of shippers:

who use freight forwarders to move their goods.
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In addition to its regulation of ocean carrier ratemaking, the
Commission has also been vested with collateral obligations to certify
passenger vessels for casualty and non-perfermance liability and, more
recently, to provide certification of vessels to ensure fiscal responsi-
bility for pollution by o0il and hazardous substances.

These new duties were the source of widespread activity during the
reporting period. The increased responsibility given to the FMC for
ensuring that vessel operators are financially capabTe-of paying for a
broad range of clean-up operations provided the Commission with the
chatlenging task of recertifying 26,000 vessels in compliance with the
Clean Water Act of 1977.

Throughout the reporting period, the Administration, the Congress,
and the maritime industry experienced a growing awareness of the need
for interagency cooperaticon on shipping problems of mutual interest. As
a Tirst step, the FMC and the ICC cxecuted a staff agreement establishing
guidelines for the exchange of information, timely notification of
proposed actions by the respective agencies, and the exchange of legal
opinions on subjects of mutual interest.

The agreement is intended to 'identify potential problem areas' and
to work toward informal resolution of intermodal problems and issues in

which both agencies have an interest.
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In May, 1978, the President formed an Interagency Task Force to
develop national maritime policies. Thrqughout FY *78, the FMC had
become increasingly aware of the growing impact of inflation on the
ocean shipping industry and the need to develop more éfficient and
economical transportation strategies. -

The Commission therefore prepared a draft submission to the Task
force in which it advocated future regulatory policies that would enhance
economic efficiency and progress in the U.5. international ocean commerce.
The draft called for legalization of closed conferences and shippers'
councils and full rationalization of the U.S. liner trades, in which the
commercial desires of the participants in a given trade would take
précedence. The FMC would retain supervisory authority to ensure the

most efficient possible flow of commerce.

Through a policy of full rationalization of the U.S. ocean commerce,
the FMC seeks to encourage shared resources and reduced fuel consumption,
eliminate wasteful overtonnaging and vessel underutilization, and pave
the way for the formation of transportation strategies that prove more
efficient and therefore more economical to the shipping public and the
consumer. By allowing steamship lines to determine commercial structures
best adapted to the unique market requirements of each trade, the Commis-
sion also seeks to minimize the burden of regulation on both the industry
and the shipping public, while retaining sufficient oversight authority
to prevent exploitation of increased antitrust immunity.

The Task Force is expected to complete its recommendations to the

President early in 1979,
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The Commission realizes that in order to enhance the effectiveness
of its regulatory policies it must get its own house in order first. A
Special Organization Task Force, chaired by Vice Chairman Moakley and
coordinated by the Special Assistant to the Managing.Director, was
established early in 1978 to evaluate the Commission's organizational
structure. 1Its mandate includes an analysis of current Commission
functions, activities, and statutory responsibilities, and an examination
of the resulting work flow, Organizational layering, span of contral,
and current division of responsibilities are all being scrutinized by

the Task Force.

The Organization Task Force will soon recommend to the Chairman and
the Commission changes in organizational stru;ture deemed necessary to
achieve our statutory objectives with the greatest efficiency, effective-
ness, and economy.

In reviewing achievements during the reporting period, it should be
noted that the Federal Maritime Commission is not without its problems,
which reflect in microcosm the difficulties encountered in our national
maritime affairs as a whole.

foremost among these is the recurrent necessity for balancing
widely divergent but equally valid needs.

The Commission should maintain equity between shippers and carriers.
1t must balance the important commercial requirements of an industry
providing goods and services for the public with antitrust considerations

that were also designed to serve the public interest.
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1t is necessary to protect our own national interest while main-
taining fair and equitable treatment for all nations invoived in our
foreign commerce. )

It is imperative that the Commission regulate our foreign commerce
according to the laws of the United States, yet it must acknowledge the
international characteristics of that commerce and the diverse trade

practices of its partiéipants.

The Commission must balance its administrative functions, which the
public intere;f requires to be swift, with its adjudicatory functions,
which due process decrees must be fair.

As the Commission embarks upon new regulatory policies and regulator
reforms during the coming year, it must successfully meet the challenge

of maintaining this delicate and critical balance.
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SURVEILLANCE/COMPLIANCE/
ENFORCEMENT

Foreign Commerce

Agreements Review

Section 15 of the Shipping Act, 1916, clearly indicates criteria
for initial or continued approval of ocean carrier agreements. The
Commission’s consideration of these agreements is perhaps its most
visible activity. The anficompetitive effect of any agreement received
by the Commission must be weighed against its potential public benefits.

Section 15 also provides that approval shall not be granted or
continued for any conference agreement which fails to provide certain
terms and conditions for admission and readmission to conference member-
ship, or withdrawal from membership without penalty. It further provides
that the Commission shall disapprove any such agreement after notice and
hearing, on a finding of inadequate policing, or for failure to maintain
reasonable procedures for promptly and fairly hearing shippers' requests
and complaints.

During fiscal year 1978, 169 carrier agreements were processed
under section 15. A statistical table of agreements received and total
active agreements appears in Appendix A.

The Commission receives reports filed by parties to section 15
agreements in order to determine that no malpractices are being committed

and to ensure that the parties are not engaged in activities beyond the
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scope of their agreement. The impact of conference activities upon
competitors, the shipping public, and consumers is also measured. The
Commnission also receives and reviews minutes ofzmeet%ngs of conference
and ratemaking agreements to ensure compliance with Commission regulations.
Shipper requests and complaints concerning alleged misrating of
cargo. misclassification of commodities, and unreasonable rate increases
or tariff changes are also reviewed and promptly acted upon by the
tommission staff. Nearly four huadred requesis or complainis reports
were filed during FY '78, and numerous other complaints were brought to
the attention of the FMC's Assistant Managing Director for Consumer
Affairs and other staff. The Commission has placed great emphasis upon

enhancing its responsiveness to these concerns in recent months.

Foreign Tariff Filings

Section 18(a) and {b) of the Shipping Act require that tariffs of
rates and charges must be filed with this Commission. General Order 13
was promulgated to implement this statutory mandate, setting forth
technical tariff filing requirements. Such tariff filings are essential
in order for the Commission to execute its statutory responsibilities.
These filings are reviewed for compliance with all appropriate regulations,
particularly the requirements set forth in General Order 13. As the
revised General Order 13 will become fully effective January 1, 1979,
the Commission's staff is actively reviewing the tariffs to ensure

compliance with these new requirements.
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Tariffs filed with this Commission are reviewed to: (1) identify
any practices involving unjust or unfair treatment concerning parties
subject to the Act; (2) review conference and agreement tariffs to
ensure that they do not deviate from the operating authority approved by
the Commission; (3) determine compliance of bill of lading provisions
with statutory requirements; (4) observe trends in trade patterns; (5)
identify discriminatory freight rates or charges which are detrimental
to U.S. foreign commerce; and (6) generally ensure compliance with
applicable Commission regulations.

During Fiscal Year 1978, approximately 351,000 foreign tariff
filings were received, involving over one million rate changes. It is
anticipated that the number of rate changes will increase substantially
in 1979, but decrease in 1980 when the refiling of tariff publications

pursuant to General Order 13 has been generally completed.

Self-Policing

On September 14, 1978, the Commission issued a final rule’in

Docket No. 73-64; Additional Provisions and Reporting Requirements
*

Applicable to Self-Policing Svstems Under General Order 7 to become

effective January 1, 1979. The purpose and effect of this rule is to
provide for more effective self-policing by conference and other rate-

fixing agreements.

* The rule amends the Commission’s self-policing provisions contained
{n General Order 7 (Part 528 of Title 46 CFR).
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M1 conference agreements and other rate-fixing agreements approved
under section 15 of the Shipping Act, 1936} {two party rate-fixing
agreements are exempted from the rule) must be amended -as may be necessary
to conform to the requirements of the new rule. Such amendments are to
be filed with the Commission on or before January 1, 1979.

The new rule requires that (1) conference and rate-fixing agreements
shall contain provisions establishing a policing authority; {2} the
policing authority shall be comprised of persons not otherwise employed
by or having any financial interest in or affiliated with the conference
or rate-fixing agreement or any party thereto; (3} the policing authority
shall make self-initiated fnvestigations on a periodic basis; (4) rate-
fixing agreements shall not prohibit the release of self-policing records
to the Commission nor preclude member lines from disclosing the nature
and extent of their own involvement with the self-policing authority;
and (5) a more precise descriptioﬁ of self-policing activities shail be
included in thé semiannual reports that are filed with the Commission.
Such detailed reports will enable the Commission to better determine
whether a particular agreement is being effectively policed. Agreements
not adequately self-policed must be disapproved under section 15 of the

Shipping Act.
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Freight Rates and Charges in Foreign Cqmmerce

General Rate Increases

During the past year, the Commission continued its efforts to
police general rate increases to easure that éhe rates and charges
implemented do not become an undue burden on our foreign commerce or the
shipping public. The Commission requests supporting data when conferences/
carriers publish general freight rate increases. The requested data
includes: (1) the method used by the carriers or conferences in estab-
1ishing the level of rate increase: (2} the expenses considered in the
computation; and (3) what action the carriers or conferences contemplate
to ensure that the proposed rates will not impede the foreign commerce
of the United States. Upon receipt the staff conducts an in-depth

analysis to determine if the general rate increase is justified.

Surcharges
Carriers and conference establish surcharges to compensate for

increases in costs related to conditions beyond their control, such as
labor difficulties, port congestion, currency fluctuations and increases
fn bunker costs. While it is recognized that many of these surcharges
are necessary ‘to offset additional expenses incurred by the carriers,
the Commission has the responsibility to ensure that such charges are

not imposed longer than is required nor, once established, create an
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jmpediment to U.S. importers or exporters. Our recent activity in this
area has succeeded in reducing some surcharges and ensuring that others
are not continued after the condition requiring their imposition has
passed.

In December, 1977, conferences in the U.S. Atlantic/European trades
filed emergency surcharges with the Commission to compensate for losses
incurred during the earlier strike by the International longshoremen's
Association. The staff advised the conferences of its serious concern
regarding the statutory propriety of the proposed surcharges. Numerous
complaints were received from shippers concerning the proposed imposition
of these surcharges.

Formal Commission action was considered to investigate the lTawfulness
of the surcharges. However, the conferences voluntarily cancelled the
surcharges prior to their becoming effective, making formal action
unnecessary. Since the Commission has very limited authority over
ratemaking or tawfully-filed ta}iffs in our foreign commerce, the
»jawboning" used in this instance is one of its most effective tools for
ensuring that ocean freight rates remain at reasonable and justifiable

Tevels.

0.C.P. Fact Finding

On August 23, 1977, the Commission initiated Fact Finding Investi-
gation No. 10 concerning the "Possible Unlawful Action of Carriers and
Conference of Carriers in the Treatment of Overland/Overiand Comon

Point (OCP) Cargo.”
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The Overland/OCP service, which has been offered by ocean carriers
to importers and exporters for over 100 years, was origiﬁally designed
to give carriers operating through West Coast ports the ability to
attract ocean cargo from and destined for the Ceatral and Mid-Western
United States by establishing distinctive tariff provisions under which
the Pacific Coast gateway would be competitive with the Atlantic and
Gulf gateways.

The investigation of the Overland/OCP system was prompted by the
proposed action of the Trans-Pacific Freight Conference of Japan/Korea
to eliminate its OCP rate system. The purpose of the Commission's
investigation is to assess the impact of such a change on the shipping
community. Interested parties were invited to comment as to possible
effects on their individual operétions. Public hearings were held
throughout the country to give all parties an opportunity to comment,
and the volume of the resulting shipper input represented a level of
participation rarely seen in Commission proceedings. The investigation's
final report of findings and recommendations is dug early in the next

fiscal year.
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Time Limit For Filing Overcharge Claims {Docket No. 78-30)

0n August 24, 1978, the Commission approved for publication in the

federal Register a proposed rule to prohibit tariff rules which restrict

the filing of overcharge claims to periods other or less than two

years. The proposed rule would: (1) prohibit publication of a tariff
rule which requires overcharge claims o be submitted within any time
period other than two years; (2) require publication of a tariff rule
which clearly advises shippers/consignees of their right to file such a
claim within two years; (3) reqﬁire carriers to notify claimants of the
applicable and pertinent tariff rule within 10 days of receipt of such

claim,
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INTERMODAL ISM

Intermodalism denotes the through movement of cargo from shipper to
consignee over a route involving two or more tr;nsportation modes.
Through the recent development of appropriate rules and the cooperation
of the Interstate Commerce Commission, intermodal tariffs can now be
filed with both the FMC and the ICC. Jurisdictional conflicts have
occasionally arisen, however, and judicial resolution has been required,
Circuit - pending.

1t has been recognized that both agencies share a mutual desire to
identify potential problem areas and to resolve such issues informally,
where possible. In August of 1978, the Managing Directors of the FMC
and the ICC entered into an agreement to establish cooperative internal
procedures to be followed by the staff of each agency in intermodal
matters in which each agency has an interest.

In a continuing effort to facilitate the growth of intermodalism, a
Policy Review Board was formed in 1978 to oversee and guide the activities
of the Interagency Committee on Intermodal Cargo. The Policy Review
Board is composed of the Managing Directors of the three regultatory

agencies and an official of the Department of Transportation, A work
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program has been established and projects of mutuéi concern have been
undertaken, including development of a model intermodal bill of lading
and determination of the feasibility of uniforim int;aragency filing
rules. The impetus for the project to develop a model intermodal bill
of lading was an ICIC report on a survey of intermodal through bill of
Tading practices completed in December, 1977.

By the end of fiscal year 1978, 44 conference and rate agreements
had intermodal authofity. an increase of twelve since FY 76. Of these
44 agreements, 27 have implemented intermodal authority with the filing

of tariffs,
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Domestic Commeree

During the past fiscal year, Congress approved iegis]ation which
became Public Law 95-495. This new statute greatly altered the provisions
af the Intercoastal Shipping Act, 1933, by allowing domestic offshore
carriers to file annual general rate increases of up to 5 percent without
being subject to suspension. At the same time, the notice period of any
general rate increase over 3 percent was changed from 30 to 60 days, and
the suspension period for filing other than general increases of up:to 5
percent was changed from four months to six months, Reparations were
also authorized under the new law, and the Commission was given specific
iime Pimits within which it must conclude action on rate proceedings.
Various amendments to the Commission's General Orders and Rules of
Practice and Procedure have been drafted to accommodate these statutory

changes.

Domestic Tariff Review

Revised tariff filing rules designated as Commission Order 38 were
completed during Fiscal Year 1978. Early in the fiscal year the staff

was involved in an intense training program preparing for implementation
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of the General Order. This training was followed by a circular letter

to carriers, along with a copy of General Order 38, explaining the new
tariff filing requirements. As the deadline for compTiance approached,
the staff of the Domestic Tariff Branch produced an audio-visual presenta-
tion highlighting the major changes and requirements of the new rules.
Numerous seminars were sponsored during September, 1978, utilizing the
audio-visual presentation, a comprehensive topical index to the new

rules, and a sample tariff prepared in the new format. More than 400
carrier's representatives, shippers and other members of the maritime
community attended seminars and discussed the new rules with FMC represent-
atives in Miami, New Orleans, New York, Chicago, San Francisce, Los
Angeles, and Seattle., The success of the Commission's educational

program regarding Domestic Carrier tariffs is best reflected in the

decline in domestic tariffs requiring rejection, suspension, or correction.

Terminals

Marine terminals, both public and private, provide the facilities
and labor for the interchange of cargo between inland and ocean carriers
and for the receipt and delivery of cargo to shippers and consignees.

The lease and operation of these terminals may require the execution
of agreements subject to the approval of the Commission under.section

15, Shipping Act, 1916.
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The scope of agreements filed with the Terminals Branch has been

significantly broadened by the decision of the Supreme Court of the

United States in Federal Maritime Commission v. Pacific Maritime Commission
Ho. 76-938 - decided March 1, 1978. 1In that case the Court found that
collective-bargaining agreements as a class are not categorically exempt
from the Tiling requirements of section 15 of the Act, and that "....the
Commission is the public arbiter of competition in the shipping industry.”
tonsequently, as a result of this decision, many agreements governing
labor matters, heretofore considered outside the Commission's jurisdiction,
must be processed for appropriate Commission action.

The Commission therefore has expanded responsibilities to ensure
ihat both standard terminal-leasing agreements and certain labor-related
arrangements adequately protect the interests of all parties and meet
ihe standards of the Shipping Act.

The Commission published an Advance Notice of Proposed Rulemaking

{bocket Ho. 78—]]], on April 19, 1978, for the purpose of soliciting
comments and information from the public on the nature, scope and
operation of a rule to exempt and/or grant interim approval to certain
maritime collective bargaining agreements. In view of the then imminent
renegotiation of various major maritime collective bargaining agreements,
it was apparent that there-was an immediate need for a clear expression
of Comnission policy and the establishment of procedures to enable

industry compliance pending adoption of a final rule.
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Cn June 12, 1978, the Commission served an Interim Policy

Statement - Collective Bargaining Agreements (46 C.F.R. 530.9), which

estabiished procedures for interim approval and/or temporary exemption
of agreements becoming effective gfter June 9, 1978. With respect to
agreements which became effective prior to thai date, the interim policy
statement provides that such agreements would be “"published in the

Federal Register for comment and will be processed as expaditiously as

possible."

The present program to handle these matters consists of the follow-
ing three activities: {1) processing post-June 9, 1978, collective
bargaining agreements under 46 C.F.R. 530.9; (2} processing pre-lJune 3,
1978 collective bargaining agreements under standard section 15 procedures,
and (3) preparation of a proposed rule in Docket No. 78-17,

In fiscal year 1978, 100 post-June 9 agreements, amendments and
supplements were filed for consideration, 34 of which have been approved,
exempted or determined by the Commission not to be subject to section
15. '

During fiscal year 1978, nine agreements covering nearly all the
current operational intermodal marine terminal facilities at San Juan,
Puerto Rico, were filed for Commission consideration. Three of the
agreements between the Puertoc Rico Ports Authority and Trailer Marine
Teranspuort Corparation, covering the Isla Grande roll-on/roil-off terminal

have been 2pnroved by the Commiszion. Two agreements belween the Port
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and Sea-Land Service,AInc. and two agreements between the Port and
Puerto Rico Haritime Shippiﬁg Authority covering berthsland adjacent
backup areas at Puerto Nuevo wére also approved;} The remaining two
agreements, reached between the Port and Puerto Rico_Maritime Shippi;;
Authority, cover berths and adjacent backup areas at Is]a Grande, and

were conditionally approved. However, the conditions have not yet been

implemented by the parties.
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FINAL DECISIONS OF THE
COMMISSION

During Fiscal Year 1978 the Commission heard oral argument in nine
formal proceedings and isswed decisions concluding 44 others. Nineteen
proceedings were discontinued or dismissed without decision (including
determinations not to review Administrative Law Judge orders terminating
proceedings} and nine were referred or remanded to the 0ffice of Adminis-
trative Law Judges,

The Commission also decided 65 special docket applications and
jssued 56 decisions in informal dockets involving claims against carriers
for less than $5,000.

in addition to making tremendous inroads into its backlog, the
Commission issued several final decisions and rules that can be expected
to have a profound impact upon the ocean shipping industry. Most prominent
among the decisions made during the past reporting period were the

following:




£7

Docket No. 72-38 - Council of Horih Atleniic Shipping fssociation,

et al, x;_3@g§jg§5_§gii_Eigggi_gg_ggi_ The Comnission's decision essen-
tially upheid the lawfulness of winibridge service, the most sweeping
innovation in the ocean shipping industry in the past decade. The
Commission held that the Far tast minibridge service ef fifteen COENON
carriers by water &id not violate sections 16 First, 17 or 15(b}(5) of

the Shipping Act, 1316, or section 8 of the Merchant Marine Act, 1920.

in 50 doing, the Commission also astablished general principles concerning

the reasonableness of a practice which diverts cargo.

Docket Nos. 73-42, 73-61, 73-6%, 74-4 - Board of Commissioners of

the Port of New Orleans, et al. v, Seatrain International, S.A. In this

"companion® docket to 73-38, the Commission found lawful the filing of
tariffs providing for the transportaiicn of centainer carge fram inland
U.5. points to foreign rorts via & Joint rail/water service, commonly
referred to as a "minibridge” service. In so holding, the Conmi¢sion
reinterpreted the impact of seciicn B of the Merchant Marine Act, 1930,
making the concept of "naturaily tributary povt areas" far more flexible
and fiuid in its deterninztions of the lewful melbeds of cargs routing

through 1.5, portis.
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pocket No. 75-20 - Puerto Rico Maritime Shipping Authority -- Rates

on Government Cargo. A domestic offshore carrier's government cargo
rates were found to be in violation of section 18(a)°of the Shipping
Act, 1916, insofar as they permitted governmen£ shippers to choose
between governmeni cargo rates Snd individual commercial commodity rates
and to employ shipping documents which do not reveal the éontents of
each shipment in terms readily convertible to commercial cargo classi-

fications.

Docket No. 76-41 - Berthing of Seatrain Vessels in San.Juan, Puerto

Rico. The Commissién féund that the Puerto Rico Ports Authority violated
section 17 of the Act by fai]iné to establishk jﬁst and reasonable regu-
lations regarding berthing assignments. The Commissict alss foumd that
the Ports Authority viclated section 16 of the Act by g{ving the Puerto
Rico Maritime Shipping Autherity. a commoa carrier, an undue and unreason-
able advantage by allowing it the exclusive dﬁe of private fixtuves

located on a publie terminal.
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Docket Mo. 77-5 - In Re Agreement No. 9973-3 -- Johnson ScanStar

Service Voting Provisions. The Commission addressed the legality of

allowing a jeoint service member to exercise more than one vote in
conference voting to reflect the number of individual lines within the
joint service. The Commission disallowed multiple votes by the Johnson

ScanStar Service and held that it must be treated as a single entity.

Docket No. 77-55 - Trailer Marine Transport Corporation -- Joint

Single Factor Rates, Puerto Rican Trade. In a decision with potentially

profound impact on the Commission's intermodal jurisdiction, TMT, a
common carrier by water in the domestic offshore trade, was found to
have violated section 2 of the Intercoastal Shipping Act for failure to
file a tariff fully describing its joint rail/water service to Puerto

Rico.

Docket No. 73-17 - Sea-land Service, Inc., and Gulf Puerto Rico

Lines, Inc. - Rules on Containers and 74-40 Puyerto Rico Maritime

Shipping Authority - Proposed ILA Rules on Containers. Carriers'

tariff rules which place restrictions on the movement of container cargo
over waterfront facilities when such containerloads come to or from
points within 50 miles of inland ports found to violate various sections

of the Shipping Act and ordered removed from the tariffs.-
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Pocket No. 73-22 et al. - In Re: Matson Navigation Company -

Changes in the U.S. Pacific Coast-Hawaii Trade. Rate increases of

Matson Navigation Company found not to be unreasonably high or to
otherwise viclate the Shipping Act. For purposes of this proceeding,
rate base was calculated as of the beginning of the year and was adjusted

to reflect the existence of deferred income taxes in the carriers'

capital structure.

Docket No. 76-35 - Cancellation of the Consolidation Allowance

Rule Published in the Freight Tariffs of Conferences and the Rate

Agreement Operating From United States Atlantic Ports to Ports in

the United Kingdom, Ireland, the Scandinavian Peninsula and Continental

Europe. Concerted establishment and maintenance of a system of payment
of consolidation allowances found authorized by carrier's approved
agreements. Maintenance of such a system found to be in the public
interest within the meanin§ of section 15 of the Shipping Act and
concerted elimination of such system requires separate approval by the

Commission under that section.
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The Comnission also adopted initial decisions in Docket Nos.

75-45 - Madeplac S.A. Industria Madeiras v. L. Figueriedo Navegacao,

S.A. a/k/a Frota Amazonica; 77-31 -~ Chevron Chemical International,

Inc. v. Barber Blue Sea Line; 77-45 - Hawaii Méat Company, Ltd. v.

Matson Navigation Company - all vinvolving claims for overcharge of ocean

freight.

Decisions were rendered in numerous other proceedings, including
Dockets Nos. 70-50, 73-3, 73-70, 73-72, 74-35, 74-45, 74-51, 75-21,
76-23, 76-38, 76-51, 77-1, 77-32, and 77-35. [Issues resolved included
the assertion of jurisdiction over the Port of Seattle's consolidation
activities; the lawfulness of special rates available to shippers of
used household goods belonging to U.S. government personnet; a juris-
dictional dispute between carriers and terminal operators over authortty
to set free time and demurrage rules; the viability of a tariff discount
for prepaid freight; Commission jurisdiction over berthing facilities of
Isia Grande, Puerto Rico; and cancellation of over 600 inactive tariffs

in the U.S. foreign and domestic commerce.
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Pulemaking
The most significant rules published during the reporting period

included;

Docket No. 73-84 - Self-Policing Systems. The Comiission amended

its rules governing the standards for self-policing by ocean carriers
participating in rate fixing agreements under sectjon 15 of the Shipping
Act, 1916, necessitating neutral body self-palicing requirements for
conferences, tightening criteria for exemptions, prohibiting rules
preventing the release of self-policing standards required by the

Commission. The effective date was set at Januvary 1, 1979.

Docket No. 76-40 - Revision of Part of the Commission's Rules:

Publishing, Filing and Posting Tariffs in Demestic Offshore Commerce. -

The Commission revised and updated its tariff filing rules in domestic
offshore commerce. Special regulations governing through intermodai
transportation were inciuded for the First time, and tariff materia?

filed at the Commission must now be simultanecusly served upon subscribers
to a carrier's tariff. These regulations ware gradually phased in

during calendar year 1978 and will govern all tariffs after January 7,

1979.
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Docket No. 77-14 - Appearances and Practices before the Commission

by Former Employees. The Rules of Practice and Procedure governing the

appearance of former Commission members or employees in Comeission
proceedings were substantiaily tightened to prevent pogsible conflicts

of interest.

Docket No. 77-53 - Independent Ocean Freight Forwarder Bond

Requirements: Increase in Amount and Other Modifications. The amount
of bond required for licensed independent ocean freight forwarders was
increased from $10,000 to $30,000 and provision was made for return of

an application for license where a bond is not submitted.

Docket No. 78-9 - Finencial Responsibiliiy for Water Pollution.

This vule amended existing regulations requiring carriers 1o give
evidence of financial akiiiiy (3 rover 1{ability vnder Lhe Federal waley
Pollution Control Art,  ThesC ameiadm s were nacessitated iy Lhe passel
of ihe Clean Water Aef of %77, mo:nding the Tederal Waler Petlulion
Cortret het. The amencaenis brosden the soope ef Tiabiiity for remaval

cosly erdeblish minfoua Trab’1ily cateqeries {us different iypes of

vessels; and regquite wne financial assurandes of an approved surely,
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CURRENT STATUS OF THE U.S. LINER TRADES

TRENDS_IN TRADE BY GEOGéAPHIC AREA

Foreign Commerce.

U.S. North Atlantic/Europe Trade

The U.S. North Atlantic ports are a major gateway for cargo moving
to Northern Europe. Consequently, this trade has a far greater level of
available capacity than any other trade on which cargo is moved to
Europe from the United States.

In 1966 the North Atlantic trade became the first major international
route on which containers were utilized. Since that time, container-
jzation has become increasingly prevalent in the North Atlantic, and the
trade is now almost totally containerized. The volume carried in this
trade underscores its important to our ocean commerce.

Virtually all of the major container operators in the trade are
members of conferences, both inbound and outbound. Uatil recently,
jndependent carriers had been unable to successfully penetrate this
market. The inability of independent carriers, such as New England
Express Lines, TransOmega Line, Meyer Lines and Finnline, to offer a
stable and continuous service has caused the North Atlantic trade to be
characterized as a graveyard for independents, However, there are
currently a modest number of independent competitors who have been able

to capture a small market share.
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Eastbound North Atlantic cargo is currently served by eighteen
carriers; two of these operate semi-containerships, four operate break-
bulk vessels, and the remainder provide fully-containerized services. Of
the total long ton capacity in the trade, 90% is containerized.

fmong the eighteen carriers are the so-called "big seven® —- Atlantic
Contatner Lines, Dart Containerline, Farrell Lines, Hapag-Lloyd, Sea-
Land, Seatrain, and U.S. Lines. These carriers are all conference
nembers, both inbound and outhound. One other carrier -- Norwegian
America Line -- is a conference member. Of the total capacity available
in the trade, the big seven carriers account for 72% of the tonnage or
81% of the containers carried annually.,

Over the past vear, the capacity available in the trade has been
fncreasing dramatically, although it is less certain that utilization
rates have kept pace.

The North Atlantic trade has experienced a substantial and diverse
increase in vessel capacity over the past year. A number of these
changes have been undertaken by the independent carriers. Whether or
not such carriers can maintain 2 viable operation in the trade remains
to be seen. The trade is still dominated by the big seven and, regardless
of the inroads which independents will make, this dominance is Tikely to

continue.
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The principal response tc the increase in Horth Artantic cowpetition
has been a concurreal increase in conference freight yates At one
point last year, proposed generai rale increases, curioncy spicharges,
and an aberiive "sirike induced” emergency surcharge would hase totalled
short-term increasss vanging up to 23%.

During Fiscal year 1578, increased competition in the narth Atlantic
trades has Leen evidenced Ly ~an incermodal services and increased cavgo
diversiaon. The heightened deyres of competition is particularly demon-
strated by the coruinuirg divercion of United states contatnerized
cargoes through East Coast (enacian ports to and from MNorth Europe.

Tt is z2lso benaficial Lo oxamine levels of capacity util.zation in
the trade. The level of capacity utilizaticn plays & cruciel role in
the profitability of carriars. Low levels of capacity utilization may
place & carrier below its break-gven point. Thereforz, the impact of
meritima policy on the load faciors of the carriers in the trade cannotl
be underzsiimated.

Rerzuse of the relatively iow capacity wtilizatiun tevels presently
existing in the trade, and 1r Tihu of steadily increasing capreity in
the ¥or<h Atlantic, incieased ~atiopalization would appear o be the
only Jogical measure to avert sericus overtonnaging. The Europeans have

currently embarked upon such a retipnalization through tne formation of
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consortia such as ACL and Dart Containerline. For other carriers in the
trade to compete effectively not only with these consortia but with the
~state~contro]'|éd "independent carriefs,“ some form of capacity rationali-
zation is indicated.

The Commission staff is currently completing a detailed analysis of
the North Atlantic trade and the various factors that will impact upon

its future development.

North Pacific Trade

The liner trade between the U.S. and our major trading partners in
the North Pacific - Japan, Korea, Taiwan and Hong Kong - is one of the
most lucrative and important of all our trades. Japan remains the
largest trading partner of the U.S. in the Far East but Hong Kong,
Korea, and Taiwan are growing rapidly and, as a consequence, liner -
hovements have grown at much higher rates during the period. On a
tonnége basis, liner imports from Japan grew at an -annual rate of 1.2%
during the period, while imports from Korea, Hong Kong, and Taiwan grew
19.9%, 10.7%, and 14.3% respectively from 1968 to 1976.

This éxpansion %h cargo demand has been matched by the tremendous

yolume of additioﬁairvés§é1 tonnage that has been placed in the market.
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In October, 1977, the available annual TEU's in the North Pacific
trade amounted to roughly 1,149,900. While a1l this tonnage is theoreti-
cally available to shippers on the West Coast, some of this spare will
be filled with cargoes from other sections of the U.5., or foreign
destinations, because some of the carriers, such as U.5. Lires, have an
all-water service which originates on the fast Coasi, and nthers, such
2s Sea-Land, offer minibridge service.

This tonnage is conrtributed by a diverse grovp of carriers, some of
which are extremeiy large, such as the Japanese consortiun, American
President Lines and Sea-land. ¥ each member of the Japanese consﬂréium
{Japan Line, "K" Line, Mitsui 0.S.K., Nippon Yusen Kaisha, Showa Line
and Yamashita-Shinnihon) is considered as a separate entity, then the
trade is served by at least 27 scheduled lines. In addition o these
major operators, other carriers, such as Scindia Shipping Co. of India,
offer a liner service with limited carryings of cargo in the North
Pacific trade.

From the beginning of 1977 o June of 1978 there have deen significant
{ncresses in vessel capacity in the Morth Pecific trades. in addition
to the growth of existing fleats, saveral new companies have heen meationed
as possible entrants inte this trade. It is reported that Lhina Merchant
Steam Company will enier the Pacific irades in 1578 cr 1978 with six
vessels, and industry reporis aisp ostimate tnat Taiwan Nevigation

Company will place two new vessels into the trade. Betn of
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companies are reporte@?y owned by the Taiwanese Government. Another

sizeable newcomer is ﬁéhjfh Tranéportation Cdmpany of Korea. It is

expected that.Hanjin will commence its Pacific service with two container

ships and that six more vessels of similar size will be delivered in
1979.

‘ Based on the actual and forecast capacity calculations, it must be

conciuded that the tonnage availabﬁe on the Pacific trade route has

.grown enormously since the beg%nning of 1977. This growth in tonnage
will, in all Yikelihood, amount to a 50% increase over the two yéﬁr

: perin;i9 1977-78.

Whether this rapid increase in capacity will lead to overtonnaging
in 1979 cannot be determined at present since the Commission does not
have the authority to réquire conferences or independents to report
utilization rates. ODuring 1977, utilization rates in the Pacific trades
appear to have been adequate. Eastbound utilization rates were higher
than westbound rates because the trade is somewhat imbalanced.

Intense competition from independent carriers is paftia]ly reflected
in the wide fluctuations in the confereﬁce shares of the North Pacific
market, ranging from 81.2% of the market in the inboqnd U.S. Pacific
Coast/ Korea trade to only 33.9% of the U.Sg Atlaﬁtic, Gulf Coast/Korea
market. Despite some conferences' tendency to overstate the threat
posed by independent competition in general, survival af the 6pen con-

ference system on North Pacific trade routes is a lTegitimate question.
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During the reporting period, rate increases and currency surcharges
on trans-Pacific trade routes were generally consistent with those in
other trades. Increases on major moving commodities appear somewhat
lower than on lesser moving compodities. The U.S. dollar is the standard
currency in most tariffs. In the Japanese trade particularly, carrier
expenses have drastically increased while competition has not always
permitted rates to be fully adjusted to meet increased expenses, eroding
the profit margins of some carriers. One major U.S.-flag carrier,

pacific Far East Line, was forced into bankruptcy this past year.

Mediterranean Trade

Mediterranean trade routes are characterized by a wide variety of
services offered (breakbulk, container, and LASH) and by a large number
of participants, many of whom are state-owned/controliled.

The trade has traditionally been the scene of continual unrest,
leading to the repeated filings of complaints regarding various mal-
practices. Capacity appears to have grown far beyond the requirements
of the trade.

Many of the carriers of fering service to the Mediterranean do so as
a portion of an overall serviée covering Northern Europe, the Red Sea
and the Persian Gulf, IndiafPakistan, and West Africa. As a result of
this multi-faceted service, a major problem has arisen in the carriage

of cargo westbound through the Mediterranean. Many carriers returning
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in ballast from Middle East calls have stopped at Italian and Yugoslavian
ports to load whatever cargo is available. As a result, it is difficult
to ascertain precisely what the actual capacities available in the trade
are.

The major carriers in the trade are:

Hellenic Lines
; Costa Lines
Turkish Lines

i) Black Sea Shipping Company (BLASCO)
2) Prudential Lines

3

4

5

fhese five carriers provide 51% of the total revenue tons available
in the trade. At the end of 1977, other major carriers in the trade
included American Export Lines, Egyptian Lines, and Jugolinija.

Bbth the WINAC datz and a Harbridge House study dated August, 1978
point to extreme capacity imbalance in the Mediterranean. Overtonnaging,
however, is not the only problem faced in the trade. The presence of
state-owned enterprises, as in both the North Atlantic and Far fast
trades, permeates the Mediterranean. The sharply growing capacities of
carriers such as BLASCO, Jugolinija, Turkish Lines, Italian Sp.A., and
others is a factor of at Teast equal importance to the overtonnaging
problem to be considered in developing appropriate regulatory approaches
to the Near Eastern market.

On a more positive note.'port conditions in the Arabian Peninsula
and the Persian Gulf continue to improve. While a few ports are experi-

encing minor delays, congestion problems are no longer widespread and




83

lengthy. The rate agreement and major independent carriers serving this

area generally are no longer mposing surcharges on cargoes destined for

this region.

Latin American Trades

U.S. trade with Latin America was, for many years, characterized by
the dominance of U.S. carriers. Within the last two decades this situ~-
ation has changed. Most Latin American countries have developed their own
national-flag lines to compete for cargo in their own trades. Government
policy in most Latin American countries is intended to bolster the
market aspirations of their national flag fleets and is often reflected
in the form of cargo preference or carge reservations decrees.

The general pattern of trade between the U.S. and Latin America has
traditionally consisted of the U.S. exporting consumer goods and capital
equipment while fmporting raw materials and agricultural goods. This
pattern continues today, but is changing with the emergence of major
chemical and industrial sectors of the aconomies of Brazil and Venezuela.

A significant trend in the Latin American trades today is the
spread of commercial bilateral pooling and equal access agreements, many
of them initiated in response to cargo preference laws. Government-to-
government bilaterals have been developed in the U.S. trade with Brazil
and Argentina. These agreements guarantee the signatories the right to
transport a mutually agreed wpon and usually equal portion of the cargo

moving in their reciprocal trade on their own flag vessels. These
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agreements apply principaily to that portion of the total cargo moving
in the'trade'over which the foreign government has some confro]. Since
most U.S. exports to Latin America are made dipecﬁ]y to foreign govern-
ments or to agents of programs under foreign go;ernment control or
sponsorship, this pool of cargo {s substantial. A

Two such égreements have been approved in the Brazil/U.S. trades
and at the end of FY '78, fwo were pending Commission action in the
Argentina/Y.S. trades.

Equal access agreements normally provide for revenue sharing among
the parties involved, making them similar to conventional commercial
pooling agreements. One potential benefit of pooling agreements is that
they often provide for rationalization of services which improves utili-
zation and reduces the amount of equipment required to service a trade,
thereby producing cost savings which can be passed along to the shipping
public. The incentive‘for malpractices also appears greatly reduced in
equal access and pooiing arrangements.

In the Latin American trades where governmental bodies have been
reluctant to a]]ow conferences to establish general rate increases,
there has been a trend for the conferences to maintain unnecessary
congestion suirchardes as a ineans tc gain additional reQanues, The
Commission's staff has maintained a surveillance over such activities
during the reporting period and was instrumental iﬁ persuading two
conferennces to reduce their congestion surcharges as port conditions -

improved.
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. DOMESTIC COMMERCE
Alaska

Black Navigation Company, Inc. and Alaskan Marine Shipping filed 15
percent general rate increases on June 5, 1978 and Juiy 21, 1978, respec-
tively.

Totem Ocean Trailer Express, Inc. files tariffs with tolh the
Interstate Commerce Commission and the Federal Maritime Comsmission. A
129 general increase was proposed at both agencles scheduled to become
effective July 1, 1978, After substituting an 8 percent increase in
1{eu of the 12% increése at the ICC, the 12% increase was likewise
changed to 8% for Totem's FMC regulated seryice, and became effective

August 1, 1978,

Hawaii

Matson Navigation Company filed 2%% general increases to their
tariffs in the Pacific Coast/Hawaii trade in both January and July,
1978, In each instance the proposed increases were protestcd but
became effertive on March 4, and Auyust 26, 1878, respectively, afler
comnission consideration, Hewaiian Marine Lines, Inc. Tited simifar 2%
fncreaces which became effective in March and Saplerber milbout protest,
and Unitod States Lines, Inc. livewise effectuated the same increases at
roughly the same time, Tm jts Atl.ntic Cozsi/tawaii trade. U.5. Lines

filed 2 2%% incrwase lhel becare effective July 30, 1978, after the
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Caaisnivn considered a protest and detevmined that there was no valid

o

vensnn Ty suspension or favestigation,

Cueiny FY 78 Matson plaved its uew 57,000 tomTeontainership 5.5,

HAUE® fale service between Los Angales znd Hondiulu.

Pueriy Hicg

ite B S, fPuerts Rico irade continved to be characterized by arowing
eonpuelition within both price und service. At the beginning of the
fiszal year, Sca-land Service Inc, put iaio effect a general increase of
10% for those routes it was sarving ai the Line. Concurrently veentered
the U.S. Sulf/Puerto Rico trade with 1 rate lavel approximately 10.4%
Yower than carriers serving the same frade. After consideration of
protesi Tiled by the Puerto Rico Maritime Shipping Authority, the new
rates becarme effective on Novembar 12, 1977. Once established in the

trade, Sea-Land decided to reiurn thes2 rates to their original

fevel.

Proportional rates, which are designed to apply port to port but
have application only if there is a specifisd prior or subsequent cargo
movement, became prevalent as all carriers in the trade competed for
specific cargo movements. Since unlawful diversion of cargo and/or
unjust pari equalization can easily result from this procedure, careful
scruting of all proportional rates was required, The majority have been

permitted to become effective, however,
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Intermodal tariff filings increased in the Puerto Rico trade
during the current reporting period. While the Federal rariiinme Comnis-
sion has generally encouraged intermodal arrangements, all sech filings
have mat with question and much concern. In Ugtober, 1377, following
rejection of previous filings, Trailer HMavine Treaspuri Corporation
filed $ts intermodal tariff solely with the Intersiate Commerce Commission,
Obvious questions of agency jurisdiction resulted and the Tiling became
the subject of a docketed proceeding. After orders to show cause and
subsequent hearings, the Federal Haritime Commission issued an order
finding TMT in viclation of Commission tariff filing requirements. The
order was subsequently stayed by t%e United States Court of Appeals for
the District of Columbia Circuit and is pending decision in that court.

TMT has increasingly expanded the scope of this tariff, adding
_pumerous points in the mainland states. As a result, competing carriers
all dacided to publish tariffs offering rates and services for appli-
cations similar te thet offered by TMI, However, these Tatter carriers
have Tiled their publications with both the ICC and the FMC under
various permissién authoritics, uwniil such time as the courl issues its
decision and clearly seb out the necascary requirements for tariffs
rolding out this inicrmodal service,

Includaed in these fntermodat publicaticns were new tariffs of Sea-
tand for ils Hest Coast/Puertc Fice service  Sea-Land had Leen consid-
gring the disconttnuance of {5 adl water service betwean H.5. West

Coast ports and Puerfo Rice zed the ¥irgin Islands far several months
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and cancelled its all-water tariffs in favor of the filing of joint
rail/water tariffs between the same points.

Sea-Land also proposed a change in its free time and demurrage
provisions in the Puerto Rico trade in favor of new provisions in a
separate marine terminal tariff. After thexCommission voiced objection,
Sea-Land filed the provisions in & separate free time and demurrage
rules tariff inc]udedvin its regulay domestic freight tariff series.

Late in the fiscal year, Sea-lLand amended its tariffs in the South
Atlantic/Puerto Rico trade to include marine cargo insurance. Un]ike
other competitors in this trade, the change was coupled with a provision
offering a percentage discount to any sh1pper not requiring the insurance.
The provisions were the subject of protest and subsequent consideration
by the Commission. Representations submitted were not sufficient to
warrant either suspensibn or further investigation at the time; however,
consideration is being given to a possible future investigation of all
inﬁurance provisions included in vessel operating carrier tariffs.

In May of 1978, TMT added a new trfp?e-deck barge to its service
between Jacksonville, Florida and San Juan, Puerto Rico. The new barge
has a cargo capacity of 374 forty foot trai]eﬁs and is billed as the

world's largest barge, measuring 58C feet in overall length.
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White the vear saw very little change in operatfnns {or this trade
arez, it again found the Virgin Islands subjected to incieases in
rates. Sea-Land Service, Inc. imposed an increase of 7% and Interisland
Intermodal Lines, Inc. proposed an increase of 25%. While much displeasure
was expressed, no formal protests were filed and the changes, not appear-
ing to warrani either suspension or further investigation, were permitted

to become effective as scheduled.
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APPENDIX A

Statistical

Foreign Commerce . . .
bomestic Of ishore Commerce
Terminals . . . « « « +

Labor-*anagement . . . -

REPORTS REVIEW:

SECTION 15 AGREEMENTS (including

Abstract of Filings

modiflcations):

Shipperas' Requests and Complaints . . . .

Minutes of Meetings .

[

Self-~policing of Confercnco and Rate Agreements .

Pooling Statcments . .
Operating Reports . . . .

Conference . + + « + « &

Rate . . . e e

Joint Confercnce e e e .
Pooling . . . . « .« -

Joint Service .

Sailing .

Transshipment .

Cooperative Working, Agencv

Dual Rate Contract Systems
Non-exclusive Transshipment
Domestic Of{shore .

Terminats . . . . . « .+ . .

TARTFES:

Tariff Pages Filed:

Foreign . . . [
Domestic Offshore e
Termina] e e

Tariffs on File as. of SepLemer 30, 1978:

Foreign
Domestic Offshore
Terminal . . . . . . .

PR T

. o4

Shipping Act, 1916,

* Includes43 agreements determined not to be

.

APPROVED AGREEMENTS ON FILE AS OF SEPYEMBER 30, 1978:

subject

SECTION 14L DUAL RATE CONTRACTS (including modifications): . . . .

[ T S

to section 15

2

172

191
100

ax

452

2477

191

73

. . 350,962
« » 14,517

6

2,

,133

932
240
555
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APPENDIX A (Cont.)

Fiscal Year - 1978
Qctober 1, 1977 thru September 30, 1978

Total Number of Tariff Filings Received- 350,962
New and Initial Filings 29,391
Replacement Filings 20,120
Other Filings (pages) 301,451
Total Number of Filings Rejected . 2,452
Total Number of Filings Accepted 348,510
Iglmibér of new or initial rates established (based upon
an average of 2 new or initial rates per page) 58,782
Number of rate changes (based upon an average of 2.5
changes per page) ' 803,927
Total Number of Tariffs on Hand 10-1-77 3,417
New Tariffs Accepted during Fiscal Year 1978 - : 601
Total 4,018
Total number of tariffs cancelled during : o
Fiscal Year 1978 1,086
2
Special Permission Applications R ,
received during Fiscal Year 1978 ' 136 .
Granted 94
Denied 14
Withdrawn 27
Pending 1

Informal Complaints:

Pending as of 10-1-77 143
Pending as of 10-1-78 181

Net increase in Informal Complaints awaiting disposition 38
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Monthly Filings {Fiscal Year 1978)

October 77} 25,496
November (771 26,018
December (77} 29,340
January {78) 33,751
February {78} 26,998
March (78) 34,586
April (78} 29,709
May {78} 28,178
Juane (78} 26,908
July {78 29,662
August (78} 30,038
September  (78) 30,279

Total 350,962
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APPENDIX B

Statement of Appropriation and Obligation for the Fiscal Year
Ended September 30, 1978

APPROPRIATION:

Public Law 95-86, 95th Congress, approved August 2, 1977: For
necessary expenses of the Federal Maritime Commission, including
services as authorized by 5 U.S.C. 3109; hire of passenger motor
vehicles; and uniforms or allowances therefor, as authorized by
5 U.S.C. 5901-5902; Provided, that not to exceed $1,500 shall be

available for official reception and representation expenses.... $9,424,01
Public Law 95-355, 95th Congress, approved September 8, 1978;

Supplemental Appropriation Act, 1978 to cover increased pay cost 300,0

Appropriation availability....ccvseesees cessesisenssaesisnse 9,724,0

OBLIGATIONS AND UNOBLIGATED BALANCE:
Net obligations for salaries and expenses for the fiscal year ended

&ptmber 39. 19?3 .......... e SEERENSE RN As e ARS SR EatnaReRR RS SEsET glgzs’ﬂ
Unobligated balance withdrawn by the Treasury 288,59

STATEMENT OF RECEIPTS: DEPOSITED WITH THE GENERAL FUND OF THE TREASURY
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 1978:

Publications and reproductions............ S P S PG 20,5
Water Pollution application and certificate feeS.....oecssis0ncuns 302,4
Fines and penalties..... i T esnbin s e ee Pl S e E R e 2,321,§
MiscellaneousS, cuevevsscnssanasce I, S PTG sessbias N 6,3

mtll mral fmﬂ mj-ptSQIIl-I.ll.I'lil-li‘-ll.ii..i'l‘l'l‘h-' lllll 2,651'4
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APPENDIX C
Civil Penalty Settlements

For Violations of the Shipping Act, 1916
Fiscal Year 1978

Albis Corp. $ 15,000.00
Banfi Products Corp. 55,000.00
Barber Blue Sea 250.000.00
Brother Int'l. Corp. 20,000.00
CBS Import 100,000.00
Carfel, Inc. 5,000.00
Cedarwood Young Co., Inc. dba

Allan Paper Co. 55,000.00
Clinton Electronics Corp. 5,000.00
Continental Can 5,000.00
R. Dekin & Co. 5£,000.00
£.5. Novelty 20,000.00
Gambles Import Corp. 50,000.00
Hasbro Industries 15,000.00
1deal Toy Corp. 10,000.00
Johnson Line/NOSAC 50,000.00
Perry Koplik & Sons 60,000.00
Xraco Enterprises 60,000.00
Mamiye Bros. Inc. 10,000.00
Mega Lines (joint service) 6,000.00
Merit Int'l. Corp. 5,000.00
National Recreation Products 20,000.00
Mead Corp. +15,000.00

Pacific Coast Commercial, Inc. 7,500.00
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Pier 1 Inports

The Playhouse Co. Inc.
HSM Co.

P.J. Rhodes & Co., Inc.
Scope Imports, Inc.
Seatrain Lines, Inc.
Stanley Home Products
Tras Mex Line, et al

Troll Carriers {open bulk)
United States Lines, Inc.
Yalley Distributing Co., Inc.
Van Wyck Int'l, Corp.

Sam Ward Co., Inc.

Willem Winkel

Zim Israel Navigation Co., Ltd. and
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Zim American Israeli Shipping Co., Inc.

$ 20,000.00
15,000.00
5,000.00
5,000.00
20,000.00
2,500,000.00
55,000.00
15,000.00
30,000.00
90,000.00
10,000.00
25,000.00
15,000.00
7,500.00

1,000,000.00
$4,656,000.00
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_APPENDIX D

BUREAU OF ENFORCEMENT
FIELD INVESTIGATIONS

FORWARDER AND
OTHER_MATTERS

Pending 9/30/77
Opened FY 1978

Completed
FY 1978

Pending 9/30/78

FY 1978
TARIFF
TOTAL MALPRACTICES VIOLATIONS
800 383 177
768 174 74
901 289 156
&67 268 95

240
520

456
304




