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Tha tlonorable Howard W, Cannon “ ‘.b Ty ownpy
Chaiyman, Committee on Commorce, “ “Whu .
Science and Transportation 610D
United Btates 8Benate LA 44 0

Dea. Mre. Chalxnmani

Mr. John Hardy of your committee'n statf requested our
assistance in drafting language to amend secktion 901(b) of
the Merchant Marine Act of 1236, June 2}, 1934, o. 858,

49 Stat, 2015, as amanded, 46 U,8.,Cy 1241(b) (1) and (2).
The purpose of these amendmanta is to addross the problems
discussed in our report CEN~70-116, June 8, 1978, “Cargo
Prefuerence for Governmont—vinunced QOcean Shipnonts Could
Be Inprovad,® _

4?47 our report highlights disagreamuntn batween the Mari-
time Administration (MarAd) and other departments and agen~
cles as to tha applicabllity of the Carjo Preferuonce Act
of 1954, seation 901(b)(l) of the 193¢ Act, as anended,’ 46
UsBeCo 1241(b)('), and racommends ko COngraaa that

"aectiun 901(b) of the Murchanm Marine
Act of 1936 should be clnrified concern-
ing the types of programs't.o be covered
under cargo preference legislation and
the axtent of MarAd's authority to detor~
mine the applicability of cargo prefax-
ence leginlation to specific¢ programs.®

The exact naturwe of the claritica\lons were coniiidared
matters within the province of congressional decision mak-
ing, but we offared our assistance in drafting any desired
leglislations, In this contex%, Mr. Hardy requested that we
draft language covering the areas of disagreoment maentioned

in the report,
\ 4 1000Qf'
sDeoificallyp the applicability of aeution 901 (b) was
in dispute as to bepartment of Defensa coproduction and
offsct military sales agrveements, various Federal grants,
Eximbank's insurance and medlum term loan gnarantees,
Department of State/AID cash grvants, and Depavtment of
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Conmarce/Economic Dovelopment Administration loans. 7Thn
vonnon thxaad in all thesa disagrecmants appears to be

the Haritime Administration's interpretation that section
90M{b) applien to all cargoes that would not have moved if
the Paderal Government. had not boen financlally lwolved,

Ve bhelieva that your committee's purpose can be
accomplished and the Maritime Adminiatration's intorpreta-
tion given effect by inaserting the following language at
the beginning of subaection 90X (b)(1):

*Whenever equippent, components, parts,
assemblies, materials or commodities are
obtained upder agreenents ox arrango-
nents diractly or indirvectly finarced

by the United 8tates hy way of any lcana,
cradite, grants, grants-in~aid, insurance
or guarantee yprogramns, offeget or copro=-

duction agreomanta. or otherwioo, or when~ ot
.' s

aveyr * ¢

By listing some types of "direct or indirect® Federal
fivancing such as credits, granta, otc., we do not maan
for the list to be all indlusive, The term “or¢ othexwise®
alearly allows for greater latitude in determining what
arrangonent constitutes Federal financial involverant,

This suggested amendnent ig offexed in response to
Mre Hardy's spocific raqueat, HWe bheliave, hewever, that
substantially the same results can be achieved by other
neans without amending section 901(b)(1).

The dinvagraements mentioned in' Chaptar 3 of our report
arone becausy the H?ritime Administyation insisted on its
interprotation of saction 901(bj(1l). The disagreenents con-
tinued, at least at)tha time our report was issued, beiause
the Maritime Adminigtration did not ¢learly have authority
to make a final detirminntion asm to tho applicability of
section 901(b)(1l) ti> agency programs, Vesting the Maritine
Administration with such authority should effectively end
these disagroeemonts, %o do so, we suggoest the following

amendnant to section 901(bh)(2): ;

Strike all after thae fivet santence in subsection
(b){(2) and insert in liou thereof tho fullowings
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*The Socrotary of Commerce sliall by
requlation datarmine which department
and agoncy programg are to he admin-
istored with rvospect to this pukmec-
ticns The Secrxetary of Comumeraos shall
reviow such adninistration and shall
aphually report to the Congless s/dth
reapact thereto.”

We boliave that except for prograus that the Congrecs
spec\fically excludes from cargo preferency applicability, C
enactuent. of this amendment would provide the Maritime
Administration with general authority to determine which
Governnent programs are subject: to the section 901 caryo
prefexance provision, -

He would hote, however, that the exact impact of these
chanyaen to pection 901(b) on our relationa with (creign
nations ov their impact on domestic proyrams and parties is
unclear to use In these clrcumatances, we do not believe
it appropriate to commant on the requested amondmants.

Sinceraly yours,

R'Fo KELI,RR

[Doputy ' Comptroller General
of tho United Statoe






