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SIGNING OF TOURISM BILL --

U.S. TRAVEL SERVICE AUTHORIZATION

WEDNESDAY, JULY 9, 1975



..1_.

| AM PLEASED TODAY TO SIGN INTO LAW S. 2003, WHICH
AUTHORIZES THE DEPARTMENT OF COMMERCE TO CARRY OUT A VARIETY
OF INTERNATIONAL AND DOMESTIC TOURISM PROGRAMS.  THIS ACT
P{ROVlDES AN ACCEPTABLE COMPROMISE CORRECTING THE MAJOR PROBLEM

CONTAINED IN H.R. 5357 WHICH | VETOED IN MAY,



-2 -

| COMMEND THE MEMBERS OF CONGRESS OF BOTH PARTIES FOR
ENACTING THIS LEGIéLATION. THIS IS A GOOD EXAMPLE OF THE
WAY IN WHICH THE CONGRESS AND THE EXECUTIVE BRANCH CAN --
AND SHOULD -- WORK TOGETHER TO ASSIST AN INDUSTRY WHICH 1S

IMPORTANT TO AMERICA.
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AS WE CELEBRATE OUR BICENTENNIAL YEAR, | BELIEV'E THIS 1S
AN IDEAL TIME TO ENCOURAGE FOREIGN 'AND AMERICAN TOURISTS TO VISIT
THE WONDERS OF OUR NATION, ~ THE PROGRAMS AUTHORIZED BY THIS
LEGISLATION WILL ENABLE A GREATER NUMBER OF PEOPLE TO ENJOY THE
UNIQUE ATTR‘ACTIONS OF AMERICA THAN MIGHT HAVE BEEN POSSIBLE

OTHERWISE.
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| HAD VETOED THE EARLIER TOURISM BILL BECAUSE SOME OF

ITS PROVISIONS INFRINGED ON THE RESPONSIBILITIES AND PREROGATIVES

- OF THE STATES AND THE PRIVATE SECTOR,
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THE CONGRESS HAS CORRECTED THIS DEFECT. THE
LEGISLATION | AM ABOUT TO SIGN REPRESENTS A RESPONSIBLE AND

EFFECTIVE APPROACH FOR FEDERAL GOVERNMENT ENCOURAGEMENT OF

TOURISM IN AMERICA,



| AGAIN THANK THE CONGRESS FOR ITS CONSTRUCTIVE
COMPROMISE AND HOPE THAT THE SPIRIT OF COOPERATION WILL

CONTINUE IN OTHER BADLY-NEEDED MEASURES.

S



-7 -
IN CLOSING, | URGE ALL AMERICANS AND OUR NEIGHBORS

THROUGHOUT THE WORLD TO JOIN OUR BICENTENNIAL CELEBRATION AND
TAKE THIS SPECIAL OPPORTUNITY TO EXPLORE OUR FASCINATING AND

BEAUTIFUL COUNTRY.,

END OF TEXT
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DEPARTMENT OF COMMERCE BRIEFING.
FOR VICE PRESIDENT ROCKEFELLER AND DOMESTIC COUNCIL
MARCH 10, 1975



MAJOR NATIONAL CONCERNS

EROSION OF INDIVIDUAL Ecoﬁomxc FREEDOMS

GROWTH IN GOVERNMENT AND PROLIFERATION OF REGULATION
PERPETUATION OF FEDERAL BUDGET DEFICITS

VIABILITY OF PROFITS ;
GROWTH IN PRODUCTIVITY

RATE OF CAPITAL INVESTMENT

UNCERTAINTY BECAUSE OF GOVERNMENT INTRUSION

TREND TOWARD BASIC CHANGES IN POLITICAL/ECONOMIC SYSTEM

(CHART 1)



REVITALIZATION OF THE ECONOMY THROUGH INVESTMENT

Specific Needs

Reduce inflation
Stimulate capital investment
Achieve energy self-sufficiency
Assure adequate materials supply
Promote new technology and establish White House

science advisor
Maintain international competitiveness in trade and tourism
Increase investment in human resources
Expand minority business opportunities
Develop better data for decision making
Improve transportation systems

0O 6 6 60
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Department of Commerce Activities

e Maritime Administration activities provided 125,000 man years
of employment for American workers in the shipbuilding and
allied industries, representing the largest backlog of new
ship construction in the Nation's peacetime history

(CHART 2)



U.S. Travel Service contributed $100 million to our economy,
a measured return of 9 to 1, and an invaluable link to
international understanding

. Office of Minority Business Enterprlse assisted 24,683 minority
firms, packaging over $200 million in loans and $253 million
in procurement :

Patent and Trademark Office processed over 116,000 patents, an all
time record, and installed a system to forecast new technological
developments

National Oceanic and Atmospheric Administration conducted programs
to promote development of ocean and coastal resources consistent
with national energy needs and ecological goals

National Technical Information Service sold 2.4 million copies of
scientific and technical reports to the public

" (CHART 2a)



e Social and Economic Statistics Administration published 2,400
economic and demographic reports

e Domestic and International Business Administration expanded
services to local businessmen; responded to more than 60,000
requests for information and assistance; conducted an industrial
energy conservation program designed to avoid loss of production
or employment involving 43,000 businessmen, awarding 8,000
SavEnergy citations; and enlisted the participation of U.S.
firms in 75 major exhibitions and over 1,000 smaller exhibitions

e National Weather Service provided weather predictions for
agricultural purposes and disaster warnings for the entire Nation

>.x€?3g5» ‘ '~ (CHART 2b)



PROLIFERATION OF REGULATION AND INHIBITORS OF OUR FREE MARKET

A. Specific Needs

[ ]

Develop, in anticipation of the establishment of the Regulatory
Reform Commission, analysis of regulatory agencies to determine
their impact on inflation, retardation of productivity or
unreasonable demands on the private sector

Implement deregulation : :

Develop better data on costs of regulation

Reexamine justification for special interest statutes that affect
the construction industry, transportation, shipping, etc.

B. Department of Commerce Activities

o
-]

Supported comprehensive review of regulation

Developed data on costs, to include inflation and product1v1ty
impact, of regulatory proposals such as product safety, health
insurance, occupational safety and health and env1ronmental
regulation

Identified and sought modification of legislative and regulatory
proposals that tended to encroach on the private sector

Eliminated, in 1974, controls on U.S. direct investments abroad

(CHART 3)



BALANCE OF ENVIRONMENTAL BENEFITS AND COSTS
Specific Needs

Achieve balance between environmental objectives and economic costs

e Resolve problems associated with development of energy, including
coal, offshore oil and gas, nuclear and synthetic fuels

o Reexamine underlying environment/health assumptions

e Avoid reliance on “available technology" as sole criteria

e .

Department of Commerce Activities

o Proposed amendments to the Clean Air Act

o Supported reduced environmental standards for utilities

© Reviewed and prepared recommendations on 800 environmental impact
statements in FY-74

@ Established an Environmental Economic Staff in January 1975, to
. focus attention on economics of environmental protection

(CHART 4)



ARREST GROWTH IN GOVERNMENT

A, Specific Needs

© Reassess the role of Government in providing goods and services
which could be furnished more efficiently by the private sector

e Strengthen efforts of National Commission on Productivity and
Work Quality to improve productivity in Government sector

B. Department of Commerce Activities

e Identified and amended legislative and regulatory proposals that
place the Federal Government in competition with, or constrain,
the private sector

e Compiled and published statistics relating to growth trends in
public and private sectors as components of GNP

e Cosponsored productivity seminars at district and national
levels to promote exchange of productivity techniques
between private and public sectors '

(CHART 5)



EXPANSION OF EMPLOYMENT OPPORTUNITIES

A. Specific Needs

e Reduce unemployment
© Create new jobs for growing population and new market opportunities
o Utilize human resources more effectively.

B. Department of Commerce Activities

e In FY-74, the Economic Development Administration provided $174 million
for public works, $17.9 million in technical assistance, $20 million
for business development loans, and $7.7 million for local economic
planning :

o Maritime Administration provided 125,000 man years of employment for
American workers in the shipbuilding and allied supply industries

® United States Travel Service, in support of $61 billion segment of
the economy, established 355 travel planning centers and trained over
5,000 foreign travel agents, contributing to a 17 percent rise in
receipts in 1974, over 1973 '

© Domestic and International Business Administration promoted exports
contributing to $98 billion in exports in 1974, an increase of 38
percent over 1973, and, thereby, creating additional jobs for Americans

© Developed, in conjunction with Health, Education, and Welfare and the
Department of Labor, a work-education program to improve skills and
meet the needs of the work place
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SUMMARY OF RECOMMENDATIONS FOR DOMESTIC COUNCIL ACTION

REVITALIZE THE ECONOMY BY ENHANCING THE CLIMATE FOR PRIVATE INVESTMENT

PROTECT AND STIMULATE THE FREE MARKET

ACHIEVE BALANCE BETWEEN THE ENVIRONMENT AND THE ECONOMY
ARREST GROWTH OF GOVERNMENT BN
INITIATE OCEAN POLICY STUDY

FORMULATE STATEMENT ON NATIONAL TOURISM POLICY

REVIEW INSTITUTIONAL FRAMEWORK FOR SCIENCE POLICY FORMULATION AND
COORDINATION WITHIN THE EXECUTIVE BRANCH

IMPROVE CAPABILITY TO ANTICIPATE CLIMATE CHANGES AND THEIR IMPACT
ON FOOD PRODUCTION

PRODUCE STATISTICAL DATA WHICH WILL ILLUMINATE EMERGING DOMESTIC
PROBLEMS IN MORE DETAIL FOR MORE SUBNATIONAL ISSUES

(CHART 75


















THE SECRETARY OF COMMERCE
Washington, D.C. 20230

9 8 APR 1975

MEMORANDUM FOR: The Economic Policy Board

Subject: Options for Assistance to the Maritime Industry

The purpose of this memorandum is to set forth options
for actions that might be undertaken by the Administration
to provide immediate assistance to the U.S. maritime industry,
which continues to be affected directly and indirectly by
the worldwide tanker industry depression.

At present, ships representing over 50 million dead-
weight tons (dwt) of tanker capacity are in layup worldwide,
and spot charter rates have declined to a fraction of actual
costs. In the United States there are presently 17 tankers,
with about 750,000 dwt, in layup without prospect for
employment in the foreseeable future. Furthermore, as a
reflection of the tanker depression, the world shipbuilding
market is also deeply depressed, and the scramble for ship-
building contracts has resulted in foreign price quotations
so low as to impose strong upward pressures on U.S. construction
subsidy rates for all types of ships.

The full impact of the worldwide tanker depression was
first apparent in the United States early in 1975. It led
directly to cancellations of orders for nine tankers in U.s.
yards. Some relief was afforded by Soviet grain purchases
in 1975 and the U.S./USSR transportation rate agreement for
grain. As a result of these factors, the number of U.S. tankers
in layup declined from 33 in September 1975 to the vicinity
of 20, with minor variations around that total (such as the
current 17).

In reaction to the developing tanker situation early in
1975, the Executive Committee of the Economic Policy Board
established an interagency group under the chairmanship of
the Secretary of Commerce to consider alternative approaches
to providing relief to the industry. This group met several
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times and formulated a number of alternatives. By mid-
spring, its functions had shifted to the Economic Policy
Board itself, and in the summer an informal committee
consisting of the Secretaries of Commerce, Treasury,

and Labor plus the Director, OMB and the Assistant to
the President for Economic Affairs was established

to investigate the matter further. The activity of

this informal committee continued until November.

Alternatives most actively considered included a
number of forms of 0il cargo reservation for U.S.-flag
ships, plus the manning of some military cargo vessels
by non-government seamen. A meeting on March 7, 1975,
with the President was arranged for representatives
of the industry, including maritime labor spokesmen.

The industry representatives indicated that an oil _
cargo preference measure limited to existing and on-order
ships would provide the relief they deemed necessary.

One decision stemming from this extended deliberation

has involved the trial substitution of non-government

for government crews on four tankers under long-term
charter to the Military Sealift Command.

At the Economic Policy Board meeting of April 14, 1976,
the Secretary of Commerce was asked to look again into
optional actions that might help to relieve the maritime
industry situation. Five options have been developed
and are set forth briefly in the attachments hereto.

The options include:

o Limited Oil Cargo Preference (Attachment 1)

0 Extension of Jones Act to Virgin Islands Oil
Trade (Attachment 2)

o Increased Military Use of Commercial Tankers
with Non-government Crews for Underway Q;;o_ax

Replenishment (Attachment 3) ﬂ;

(2
o Amendment of "Buy American" Provisions of the .7 )
Merchant Marine Act (Attachment 4) ¢ o

- s

0 A Shipping Agreement for the Movement of Soviet

0il (Attachment 5).
L
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Attachment 1

LIMITED OIL CARGO PREFERENCE

An 0il cargo preference bill involving reservation of 30
percent of U.S. oil imports for U.S.-flag ships by mid-1977
was passed by the Congress in 1974. It was vetoed by the
President in December of that year on the basis that it
would:

® Cause an inflationary increase in the cost of
imported oil;

® Stimulate inflation in the ship construction industry;

® Cut into the industry's ability to meet Navy
shipbuilding needs;

® Serve as an undesirable precedent for other countries;
- and

°® Violate a large number of Treaties of Friendship,
Commerce, and Navigation.

Since that veto, the President has indicated that although
he does not like the approach, he would sign a cargo
preference bill if it were properly drafted.

The proposal of limited cargo preference that is advanced
herein would eliminate some of the major objections of the
President's 1974 veto message. This measure would require

oil importers, as a condition in granting an import license,
to use U.S.-flag vessels, provided such vessels are available
at fair and reasonable rates. These fair and reasonable rates
would cover the cost, including cost of capital, of ships

built in the United States and registered under the U.S.~-flag.

The degree of use of U.S.-flag tankers could either be established
asg a fixed percentage of each importer's import quantity in

a given time period, or by simply requiring importers to charter
U.S.-flag tankers when available prior to chartering foreign

.flag tankers.

These provisions would only apply to existing ships under 25
years of age, and those contracted for construction as of the
effective date. This would avoid support of old, inefficient
ships and would generate no new building, and hence no infla-
tionary pressures on the shipyards or competition with Navy
programs. This measure should be reviewed after two years and
lifted whenever world rates return to compensatory levels.



PROS:

%*

Would insure that U.S.-flag tankers receive compensatory
employment.

Would maintain employment of some 2,220 merchant seamen,
covering ships currently in layup and those temporarily
inactive.

Does not create inflationary pressures in shipyards and
does not support inefficient ships.

A temporary measure.

Is the major recommendation presented by the tanker industry
to the President.

CONS:

*

Would result in inflationary added transport costs for oil

- imports of about $300 million in the first year, declining

to the order to $200 million by 1980. The associated net
incremental cost per gallon of gasoline consumed in the U.S.
would be about 12 hundredths of a cent initially and some-
what less by 1980.

May create an undesirable precedent, with the industry
pPressing to have cargo preference made permanent and
perhaps extended to other commodities. Could be inter-
preted as violating FCN treaties and trade agreements,
although exceptions are made for national security.

Some degree of government control and regulation over tanker
utilization and rates would be required.

. Could result in retaliation, but this would be less likely

because of the temporary nature of this measure. .



Attachment 2

EXTENSION OF JONES ACT TO VIRGIN ISLANDS

The Virgin Islands have been exempted from the coastwise
laws of the United States since their purchase in 1917 from
Denmark. This exemption has been based historically on the
lack of U.S. flag vessel capacity to serve the trade between
the U.S. mainland and the Virgin Islands. Exemption on this
basis is no longer valid since sufficiént capacity to trans-
port Virgin Islands/mainland oil movements is now available.

In recognition of this, the Senate Commerce Committee, Subcom-
mittee on the Merchant Marine, has conducted hearings

on S. 2422, which would amend the 1920 Merchant Marine Act to
require that all shipments of crude 0il, residual fuel oil,
and refined petroleum products from the Virgin Islands to the
U.S. mainland be on American flag ships. One of the principal
motivations of this legislation is to provide more maritime
jobs.

PROS:

* Reserving this trade to U.S. flag tankers would provide
employment for some 25 tankers or about 750,000 Cargo
Deadweight Tons.

* The provision would eliminate the current layup problem.
During the first two months of 1976, idle status vessels
that could be made available for employment in the Virgin
Islands trade ranged from 275,000 to 520,000 Cargo Dead-
weight Tons. 1In addition, ships returning from employment
in the Russian grain trade as well as some of those tankers
now under construction will be added to the list of vessels
requiring employment. :

* Extension of the Jones Act to the Virgin Islands trade
:would mean about 2,000 jobs for U.S. Seamen. Employment —
of tankers currently in layup would account for 1,400 of this
total.

* Jones Act application to the Virgin Islands oil export
trade would represent a logical extension of U.S. cabotage
laws. ’
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Policy has already been established to assist the U.S.-flag
tanker industry in Virgin Islands trade by preferential
treatment under the oil import fee system.

Considering the current import fee system, if U.S.-flag
vessels are used there is a savings of one cent a gallon.
The price differential between U.S. and foreign tankers
is also approximately one cent a gallon. Therefore, for
fee oil, there is essentially no differential. By 1980
all imports will be subject to fees unless the current
court challenge to the fee system is successful.

The Balance of Payments savings from using U.S.-flag.
tankers is some $61 million.

The measure would eliminate the cost advantage over

Gulf Coast and Puerto Rico refineries that now exists in

the case of oil deliveries to the East Coast from the Virgin
Islands.

CONS:

*

The fee system has been challenged in the courts. The
Supreme Court is expected to review the case this year.
Without the fee, it costs one cent a gallon more to use
U.S. flag vessels. This is expected to decline to six
tenths of a cent after 1980. At current rates, the

differential cost per year 1s some $70 million. The
long term differential should be some $39 million.

The Virgin Island Refinery Corporation may be encouraged
to cancel expansion plans because of a requirement to use
U.S. flag tankers and may be detrimental to the Virgin
Islands' economy.

It would entail marginally increased prices to consumers
or to the U.S. Treasury depending on the outcome of the
fee challenge.

It is opposed by the Departments of Transportation, Treasury,
Justice, and Interior and by OMB, the Council of Economic
advisors, and FEA as well as the Virgin Islands government.
(OMB recommends that the Administration should retain the
option of supporting such legislation later if circumstances
change.)



Attachment 3

INCREASED MILITARY USE OF COMMERCIAL TANKERS

The feasibility of underway replenishment by merchant ships

has been demonstrated, first several years ago by the ERNA
ELIZABETH test, subsequently by opportune use of other commercial
tankers for refueling Navy ships. The ERNA ELIZABETH, a

standard 35,000 ton, l6-knot privately owned tanker, with a
merchant crew, replenished 40 Navy ships in a 12,771 mile voyage.
The initial purpose of that exercise was to test and evaluate

the opportune refueling concept, but the ERNA ELIZABETH success-—
fully performed dedicated replenishment and resupply missions

as well.

Up to this time, the concept of using commercial ships for
underway replenishment has not proceeded beyond the feasibility
demonstration stage. Admiral Zumwalt observed, in his article
in the April issue of the U.S. Naval Institute Proceedings, in
effect, that it was never possible to overcome the institutional
barriers to closer cooperation between the Navy and the Maritime
Administration. From the Department of Commerce viewpoint,
those barriers were on the Navy side and increased use of
privately owned chartered tankers can be accomplished. The
Navy has not been willing to give up its own ships up to now.

PROS:

* Operating costs are reduced by replacing Navy tankers with
merchant tankers and peacetime costs of the ships in the
UNREP role might be offset in part by part-time commercial
employment. For example, the British Merchant Marine is
regarded as a full auxiliary of the British Combat Navy and
heavy reliance is placed on the use of merchant ships for
Naval Fleet support.

* Opportune replenishment from commercial tankers has been
.particularly valuable in remote waters where the continuing

U.S. Navy presence is limited; for example, in the Indian
Ocean. Support by commercial vessels, in addition to reduced
cost to the Navy, has maintained the combat effectiveness of
deployed naval forces by allowing naval ships to remain on
station instead of returning to distant ports for
replenishment. '

* The Navy could replace some of its old less productive
tankers with newer, more efficient vessels.
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The Navy could charter the laid-up tonnage at a
relatively low price. '

By charteringvlaid—up tonnage the Navy would reduce
the possibility of mortgage defaults by private
owners.

CONS:

*

While merchant tankers could be used for practically
all of the purposes served by the UNREP and MSC
ships, the U.S. commercial fleet is not now fully
prepared to perform some Navy tasks. For example,
special UNREP deck fittings and some extra
communications equipment would be necessary. Other
commercial ship construction programs could be
adjusted to accommodate Navy requirements, but such
programs cannot be undertaken without a basic
change in Navy policy. 1If the Navy were willing
to rely on U.S. merchant tankers for UNREP and
point to point deliveries, instead of maintaining

a Navy-owned fleet, effective programs could

be designed and executed to meet Navy needs in

‘peace and war.

Merchant crew size may be considered by the Navy
to be inadequate to fully handle all of the demands
and requirements of UNREP. Merchant crew
augmentation is possible, but since the proposal

in question involves primarily secondary support

to the fleet, crew size should not be a constraint.



Attachment 4

AMEND "BUY AMERICAN" PROVISIONS OF THE MERCHANT MARINE ACT

Even though Section 505 of the Merchant Marine Act, as amended,
requires the use of materials and components manufactured in
the United States, specialized parts are so frequently in short
supply that numerous waivers have been granted. The small
number of vessels built in the United States under subsidy has
not provided the market that companies engaged in manufacture
of specialized marine equipment have found profitable. Therefore,
shortages have occurred in diesel engines, anchors, lube oil
purifiers, cargo cranes, lifeboat engines, fans and even binoc-
ulars. 1In each case, an expensive and time consuming investi-
gation must be made, prior to the granting of the requested
waivers.

It is difficult for American firms to maintain competitive
positions vis-a-vis foreign competitors who have a world wide
market. The American market is reserved by law to U.S. manu-
facturers and is not of sufficient size to insure adequate
sources of supply or to provide price restraint.

The existing legislation is difficult to enforce because many
products of U.S. manufacture contain within them foreign made
parts which are not clearly identifiable upon inspection. Many
binoculars, for example, produced by American workers, utilize
foreign-made lenses which render them unsuitable under the law
for use aboard subsidized vessels.

One way of solving the problem and reducing the current cost

of shipbuilding would be to permit foreign material to be used

in subsidized ship construction. Precedence for such action
already exists under the Economy Act of 1932, which exempts the
'U.S. Navy, Coast Guard and the National Oceanic and

Atmospheric Administration from 100 percent "Buy American"
provisions, even though the vast majority of equipment supplied __
to these vessels is still of U.S. manufacture. This program

has not, to our knowledge, adversely affected U.S. marine
suppliers. If such as exemption were extended to commercial
subsidized vessels, American workers would benefit in two ways:
First, products of U.S. manufacture, employing foreign-made

parts would become eligible for use on American ships, thus
expanding both company profit and supplier industry jobs. Second,
more ships could be built for a given level of subsidy. More
ship orders mean more jobs.



PROS:

*

Creation of new markets for American companies which
assemble components containing foreign parts.

Reduced ship cost leading to potential new construction if
market conditions are favorable.

Increased Federal administrative efficiency due to
lightened investigative caseload.

Better price competition between American firms, resulting
in lower component cost in the future, if vessels are
supplied by domestic firms.

CONS:

*

Some domestic manufacturing capacity may be eroded by the
inroads of foreign materia » thus reducing mobilization
readiness.

Components now produced domestically may be imported from
lower cost foreign subsidiaries, reducing employment for
Americans.



Attachment 5

SHIPPING AGREEMENT FOR THE MOVEMENT OF SOVIET OIL

Negotiations are now under way which may lead to an agreement
between the United States and the USSR for the U.S. purchase
of ten million tons of Soviet oil a year by the United States.
This would be a corollary to the U.S./USSR grain purchase
agreement. Parallel to the oil purchase negotiations are -
discussions of shipping rates, terms and conditions of

carriage by U.S. flag tankers of one third of the oil purchases
pursuant to the existing maritime agreement.

If the noted negotiations are successful, they will provide

0il backhauls for U.S. tankers that deliver grain to the

USSR. 1In the current year, with grain purchases expected to
reach 17.5 million tons, the backhauls for U.S. tankers carrying
a third of the grain would probably not reach the level of
outbound loads. There are indications that this may also be

the case next year, since grain purchases next year are
currently predicted to exceed 10 million tons. In this situation,
while the oil backhauls would provide tanker operators with
additional revenue, they would affect only marginally the

number of tankers employed. Since Soviet oil ports are some
distance from grain delivery ports, there would be additional
steaming time before the start of laden return voyages. This
addition to total voyage time would increase the number of A
tankers required to deliver given amounts of grain within fixed
periods. 1In this light, it is anticipated that employment for
as many as two or three additional tankers would be generated

by the oil and associated shipping agreement in 1976, and,
probably, in 1977.

Under the 1976 grain agreement the USSR is expected to import

a minimum of 6 million tons in ensuing years of which U.S.

ships will carry a third. If the oil agreement, at 10 million
‘tons, and the associated oil shipping agreement, are consummated,
the U.S. share of the o0il movement will involve greater tonnage
than the grain movement in years when grain movement is limited
to 6 million tons (or any amount less than 10 million tons).

In this situation, the oil shipping agreement would generate

‘an incremental opportunity for employment of some U.S.-flag
tankers potentially in excess of the marginal increment based

on voyage length.

PROS:

* The o0il and oil shipping arrangements would provide maximum
additional employment for at least 2-3 U.S.-flag tankers
in the immediate future and possibly for more (on the order
of 6-8 ) in the long run.



* Would increase voyage revenues.

CON:

* Relief to the U.S. tanker industry in terms of numbers
of tankers employed provided by this measure in the next

year or so would be marginal.





