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Bill regulating

shipping faces
annual debate
in Congress

Orson Swindle blames the
Jones Act for contributing
to Hawaii’s high prices

,{

BY PETE PICHASKE
Phillips News Service

WASHINGTON — No session of Con.
gress would be complete without a
contentious debate over the Jones Act,
the 1820 law that requires all ships

moving between U.S, ports to be built
and flagged in the United States and
crewed by U.S. sailors.

This year's session, despite the dis.
tractions provided by Monica Lewinsky
and Kenneth Starr, is no exception,

The Senate Commerce, Science and
Transportation Committee today is
holding a hearing on the latest proposal
to modify the controversial Jones Act.

The proposal would exempt bulk com-
modities (such as oil and grain), forest
products and livestock from the “build
requirement” of the Jones Act,

The bill was crafted by Republican
Sen. Sam Brownback to help farmers in
his home state of Kansas move their
grain to US. markets. But jts Impact
would be felt thousands of miles away
in Hawali, where more goods have to be
Imported than in any other state and
where, critics argue, the higher costs
required to pay for U.S. ships are felt
the most by consumers,

The Jones Act is “an enormous bur-
den on each and every family in Ha-
wail,” said Orson Swindle, the former
GOP candidate for Congress in Hawail,
who showed Mp at a pep rally for

Brownback's bul on Capitol Hill this
morning.

“There's a staggering difference in
the price of goods” between Hawaii and
the mainland, said Swindle, and the
Jones Act is partially to blame.

Attempts to repeal or reform the
Jones Act are supported by a long list of
farm and taxpayers's groups, including
the Hawaii Cattlemen's Council, the
Hawaii Shippers' Council and the Ha-
waii Small Business Legislative Council.

Today’s hearing is the first congres-
slonal hearing on the Jones Act in 42
years, according to Rob Quartel, presi-
dent of the Jones Act Reform Coalition.
Jones Act critics are halling the hearing
as a significant advance in their long
and, so far, largely unsuccessful cam-
paign.

“We're clearly gaining support,” said
Quarte],

But the Jones Act still has powerful
supporters in Congress, and even
Brownback conceded that any changes
wlll not come soon.

“It's not going anywhere this year,”
said Phil Grill of Matson Navigation Co.,
one of the two U.S. shipping lines that
serve Hawaii and a leading defender of
the Jones Act.

“There are a lot of false expectations
here today,” added Grill. “Modifying the
Jones Act does not put water into
Kansas to help those farmers.”

He also sald estimates of the cost of
the Jones Act to Hawall consuniers are
grossly inflated and “pulled from the
air, ... The shipping company {s the
whipping boy for consumer costs."

Among the Jones Act strongest sup-
porters in Congress are Sen. Daniel
Inouye, D-Hawali, a member of the
Commerce Committee, and Rep. Neil
Abercrombie, D-Honolulu, a member of
the House National Security's merchant
marine panel.

They and other backers have called
the Jones Act essential for maintaining
8 dependable maritime link between
Hawalt and the mainland and for help-
ing to maintain a strong merchant ma-

+ rioe {leet.
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Chevron takes on Jones Act

Shipping companies serving Hawaii want to keep the 1920 law ‘as is'

By Jacon Kamuis

PBN Siaff Reporter

Chevron Shipping Co. LLC is
proposing modifications to the
lones Act. a controversial federal
maritime law.

The San Francisco-based compa-
ny is secking to change the law's
“U.S.-build™ provision, which man-

dates that vessels operating under
the Jones Act be constructed by
American shipyards.

The Jones Act refers to a section
of the Merchant Marine Act of 1920
that applies to ships entering, load-
ing and unloading in two succeed-
ing U.S. ports. The uct has been in
great dispute in recent years.

While Chevron Shipping is tar-

geting the U.S.-build provision,
company representatives said they
don’t want to change other provi-
sions of the law, such as requiring
that cargo ships suiling between two
consecutive domestic ports be U.S.-
owned, U.S.-registered and U.S.-
crewed.
Locally, executives of carriers
Please see Chevron, Page 63
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The Washington, D.C.-
based group of pro-Jones Act
companies is flatly opposed
to reform.

Philip Grill, chairman of
the task force and vice presi-
dent of government affairs
for Matson Navigation Co.,
said Chevron Shipping's
views by no means repre-
sents the maritime industry,
which wants to keep the
Jones Act intact.

And the new stance by
Chevron Shipping will not
alter what has been over-
whelming Jones Act support
from the administration and
Congress, Grill said.

Some people are still try-
ing to bring foreign-flagged
ships into the domestic trade,
and “our position is un-
changed and the maritime in-
dustry’s position is un-
changed,” he said,

This also is the position of
executives at Sea-Land Ser-
vice, the second major cartier
providing ocean transporta-
tion services to the Islands.

Also pro-status quo for the
Jones Act is the American
Shipbuilding Association.

“On behalf of the Ameri-

can shipbuilding industry, it’s
disheartening that Chevron
Shipping would take this po-
sition,” said Cynthja Brown,
president of the Washington,
D.C.-based group.

" She said ships for Chevron
Shipping could be built by
the associations’ six mem-
bers: Avondale Industries Inc,
in Louisiana; Bath Iron

Works Corp. in Maine; Elec-
tric Boat Corp. in Connecti-

cut; Ingalls Shipbuilding in
Mississippi; National Steel
and Shipbuilding Co. in Cali-
fornia; and Newport News
Shipbuilding in Virginia.

Brown said the price of
some ships manufactured
overseas is artificial.

South Korean currency has
been devalued and ships are
selling for less than produc-
tion costs.

The Asian country, once a
busy shipbuilder, has been
dumping ships on the market
for some time, Brown said.
The result has been cata-
strophic economically, she
added. |
_ The shipbuilding associa-
tton opposed a $57 billion In-
ternational Monetary Fund
loan to bail out South Korean
shipyards and other entities.

This position was related
to the South Korea-based
Halla Group, which controls
shipbuilder Halla Engineer-
inz & Heavy Industries Ltd.

The Halla Group, whicn
went bankrupt last year, was
to receive a $1 billion loan at
12 percent interest from the
United States, according to
the Journal of Commerce,
even though it had a backlog
of more than three dozen
ships amounting to $1.6 bil-
lion in orders.

Brown said that distortion
of world shipbuilding prices
denies American shipyards
the opportunity to compete
for construction of large
ocean-going ships. This
forces layoffs of thousands of
highly skilled American

workers, she said. ?

Nevertheless, Jones Act re-
form has its staunch advo-
cates. At least one Hawaii po-
litical leader wants to reform
federal maritime law for U.S.
destinations not connected to
the contiguous 48 states.

State Sen. Whitney Ander-
son haz said that Hawaii,
Alaskd, Guam and Puerto
Rico should be exempted
from the Jones Act.

Such remote areas suffer a
greater negative impact from
the law's restrictions than do
Mainland locations.

These remole ports are
highly dependent on ocean
transportation for the goods
and products shipped in and
used by residents, said Sen.

Anderson.

Local reform
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Matson Navigation Co. and
Sea-Land Service Inc. con-
tinue to support leaving the
Jones Act intact.

Reform of the law has
been attempted in Congress
but failed.

The question now ig
wheth.er Chevron Shipping
can reinvigorate a major push
for Jones Act changes, in-
cluding prompting other
companies to join the fray.

New strategy

Publicly held Chevron
Shipping is a subsidiary of
Chevron Corp. Its mission is
to transport crude oil to
Chevron refineries and deliv-
er products to distributors,

Company tankers carry
about 420 million barrels of
oil annually. This generated
nearly $42 billion in revenues
and $3.2 billion in net in-
come in 1997.

Chevron Shipping Presi-
dent Tom Moore called the
Jones Act a subsidy for
American shipyards,

“We've felt for years that
the U.S.-build requirement of
the Jones Act was unneces-
sary and inappropriate,” he
said. “We'd like to see the
build-American [provision]
change.”

Chevron Shipping hopes (o
add its weight to the battle by
publicizing its position. [t
does not plan to fund the
Jones Act Reform Coalition,
according to Moore, though
its support is clear in 8 July
23 letter to coalition presi-
dent Rob Quartel, who is the
coalition's president,

Chevron Shipping manag-
er Steven Hillyard stated in
the letter that American ship-
yards are “grossly uncompet-
tive™ in the global shipbuild-
ing market, particularly in
emeseau v wUI3U UCLION COSLS,

Although the Jones Act
keeps foreign ships out of
succeeding U.S. ports, the
substantial price of U.S.-built
ships has stifled construction
of vessels.

The high cost of market
entry precludes healthy entre-
preneurial activity in the
“blue water" (oceangoing)
market, the Chevron Ship-
ping letter stated.

Still, Moore said Chevron
Shipping's support for Jones
Act reform goes only so far.
If the coalition sails beyond
changing the U.S.-build pro-
vision, the company will not
be involved, he said.

Regardless, coalition presi-
dent Rob Quarte! called
Chevron Shipping’s an-
nouncement “a very signifi-
cant tumn in our long journey
toward [Jones Act] reform.”

One effect of the Jones Act
is that vessel replacement is
expensive, meaning some
ships just don't get replaced.

This is one of the most
damaging consequences of
the maritime law, according
to Quartel. He said many oil-
carrying ships will be taken
out of service in the next five
years under the Qil Pollution
Control Act of 1990, and
they may not be replaced be-
cause of the Jones Act.

American shippers need
ships and so does the mar-
itime industry in general, ac-
cording to Quartel.

Reform of the law’s ship-
building provision will bene-
fit industries involved in agri-
cultural, energy, timber, live-
stock, mining and other cru-

cial commodities. /

Steady as she goes o
The fact that Chevron Ship-

ping has taken a new heading

has not swayed the Maritime
Cabotage Task Force.
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Queen Elizabeth 2 fined
$105,000 for skipping

By Tom Kaser - /év/
Advertiser Staff Writer

One of the world's best-
known crulse liners ran afoul
of a controversial U.S. cabotage
law and was fined $105,000 af-
ter arriving here from S3an
Diego two months ago.

The Queen Elizabeth 2, a for-
elgn-flagged ship owned and
operated by the Cunard Line,
was nn a rvound-the-world
cruige that hegan in New York
City and stopped at other East
Coast ports before going
through the Panama Canal and

heading for San Diego, Hawaii
and points west.

The U.S. Passenger Services
Act was enacted 112 years ago
when the U.S. passenger-ship
indugtry was viable and the
only way to cross oceans was
by ship. Today, except for fer-
ries, passenger ships are used
more for leisure than for trans-
portation. The only remaining
U.S.-flagged cruise line offering
overnight, deep-water cruises
is American Hawaii Cruises,
whose 8S Independence sails
among the Hawatian Islands on

stop

seven-night excursions.

To protect U.S.-flagged pas-
genger ships the same way. the
Jones Act protects U.S-flagged
cargo ships, the Passenger Ser-
vices Act says no foreign-flag
ship can pick up pagsengers at
one U.S. port and disembark
them at another U.S. port.

But Lhe QE2 did, and the Cus-
tomg Service, which enforces
the act, hae assessed a $105,000
“eivil administrative penalty.”
The Cunard Line is appealing.

See Fine, Page BS

202 224 4059
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FROM PAGE B

According t Incheape Ship-
ping Services,Zunard’s onolu-
lu agent, theQEZ2's crew had
planned io abie by the act as it
came up the Vest Coast of Cen-
tral and NorthAmerica from the
Panama Canal,

As other forign-flagged cruise
ghips do lo ssisfy the act, the
ship was suppsed Lo stop at the
Baja Californigport of Ensenada,
Mexico, and ick up Hawalii-
bound passengrs that had been
bused thére fren San Diego.

But becausefnsenada’s port is
too emall forthe QE2, passen-
gers have to e shuttled on ten-
ders 10 And fnm the ship at an .
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offshore ancheage. On the Jan . BifETHAVER .-
uary day the QE2 arvived, seas - pggipein WillioN Sfeilisi
were tdo rough to permit thal, b T
accordilg Lo tustoms and Port BT A g S i
of San Diego oficials.

So Ll QEZ went on to San
Diego,and its Jawaii-bound pas-

Because of severe weather, it
was not safe to take on and dis-

sengefs in Ersenada were put
aboard buses ind taken back to
San Dego, wtere they boarded
the ship and saled to Hawaii.

charge passengers from the off-

shore anchorage at Ensenada.”
Added Creighton Goldsmith,

chief inspector for the Customs

Service here: “Going on to San
Diego was apparently a business’
decision Cunard felt it had. toi
make. In light of the sea condi-
tions and the threat to passenger!
safely in Ensenada, it was thei
correct decision. We issued the|
penalty because it is required by |
law." |

Honolulu ship agent Bill Thay-!
er, president of Waldron Steam-
ship Co. Ltd. and a strong advo-
cate of repealing both the Pas-
senger Services Act and the,
Jones Act, called the Cunard {ine
“the death of common sense — 2
typical government reaction and
yet another example of overreg-
ulation.

“The PSA hag outlived its pur-
pose. It gives cruise-line busginess
to foreign ports like Ensenada
and Vancouver but takes it away
from U.3. ports that want and
need more cruise business.”

Accrding | to Inchcape
reprelentalive, the vessel was
carryng 1,184 passengers when
it called at Kalua-Kona Jan. 24
and Honolulu Harbor Jan. 25. Of
the 11 passengers who disem-
barked In Honolulu, 525 had
boarled in San.Diego; the rest
had hoarded in foreign ports be-
forethal.

F‘,Jr the first 12 years of its ex-
istei[xoe, the Pasenger Serviced
Actiprovided for a violations. fine
of §2 per passeiger, Since 1898,
it Has provided for a fine of $200
per violating pesssenger, which iz
why Cunard isbeing asscssed a
$195,000 penally.

epresentatllres of New York
City-based Cumrd did not return
cdls seeking ccmment, but Billy
Lbe, operatiols manager for
Iichcape here,said, “From what
we understand the ship had no
choice but to ge on Lo San Diego.

202 094 ANKQ N2_21_00 N2.N"A2DWM PN HOA
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Jones

Ship cargo law faces

WASHINGTON — A gov-
ernment watchdog agency that
vas asked to evaluate the eco-
nomic effects of the Jones Act
says it is unable to answer be-
cause accurate and complete in-
formation doee not exist.

The Jones Act, which re-

ct effects

quires domestic cargo be car-
ried on domestic ships, has long
been debated as a regulatory
economic burden and a savior
of American maritime jobs. A
bill in the House Transporta-
tion Committee would repeal
some of the law’s central re-
strictions.

But the report by the Gov-
ernment Accounting Office con-
cluded that “any decision to re-
peal the Jones Act would have
to be made with the recognition
that precise, verifiable esti-

mates of the impact of the act
are not available.”

The GAO report concluded
that cloudy national defense, le-
gal and regulatory issues make
the Jones Act difficult to as-
sess.

“Our report is not going to
change much,” sald David
Bryant, assistant director of
GAOQ’s transportation group.
“It’s a fairly complex issue, and
there’s a lot of missing informa-
tion.”

The GAO report was intend-

- elude agency

ed to address {requently raised
criticisms leveled against re-*
ports on the act prepared by
the International Trade Com-
mission. The reports have
emerged as an important part
of the Jones Act debate.

The reports, collectively ti-
tled “The Economic Effects of
Significant U.S. Import Re-
straints,” were prepared in
1991, 1993 and 1995 at the re-
quest of Congress and the U.S.
Trade Representative. Another
in the series is due out in 1999,

202 224 4059

The reports concluded that
the Jones Act has increased the
cost of domestic shipping and
estimated the economic gains of
repealing the act at between
$9.8 billion in 1991 and $2.8 bil-
lion In 1996.

While some groups have used
the ITC’'s estimates to bolster
their arguments favoring repeal
of the act, proponents say the
trade commisgsion estimates are
flawed for several reasons.

See Shipping, Page BS

03-11-98 02:42PM
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' « ping operations tend to be hi

FROM PAGE 88

The GAO report said it exam-
ined those reasons:

B The amount the Jones
Act raises shipping costs.

Proporents of the Jones Act
say estimates on how much it
increases shipping costs are in-
flated.

The irade commission esti-
mated it raised shipping costs
by as much as 89 percent,
adding 89 cents to every ship-
ping dollar,

GAOQ officials said that is
probably closer to about 70 per-
cent. But again, there are too
many unknowns to make such
a statement with confidence,
they sald. The GAO sald It low-
ered the estimate, in part, be-
cause oll is no longer shipped
from Alaska to the Gulf Coast
through the Panama Canal.
This had been extremely ex-
pensive, which raised the aver-
all shipping cost estimate.

M Jobs lost if the Jones Act
were to be repealed.

The trade commission had es-
timated 2,450 American over-
seas shipping jobs would perish
from a pool of about 11,000.
That's about 23 percent. The
commission report addresses
only seafaring workers and
does not account for workers
on inland waterways.

Jones Act proponents argue
that 124,000 jobs would be lost
over time from international
and inland shlrplng.

GAO officials said there isn’t
enough data to calculate that
figure, noting that jnland shglg-

202 224 4059

ly competitive.

8 The cost to foreign ship-
pers of complying with
American shipping regula-
tions.

Jones Act proponents say
these costs would erase any
price-advantage foreign carri-
ers could offer American cus-
tomers in the absence of the
Jones Act.

The trade commission was
never asked to calculate this
fully.

The GAQ’s report said the
costs would be incurred primar-
{ly in taxes, labor and employee
protection, but said it could not
determine the final effects on
ahlp;ﬂn%pﬂcos.

The GAO report’s findings
are unlikely to change any law-
maker’s views.

Rep. Nick Smith, R-Mich,,
has proposed a bill that would
loosen some of the restrictions
retéulrin& vessels be U.S.-bullt
and fly the U.S, flag. .

“We need a more vibrant wa-
terborne sector to take some of |
the pressure off rail and truck-
ing,” said Alec Rogers, Smith’s
legislative aid. “It worked with
the airlines and trucking. It
should work with shipping.”

Meanwhile, Rep. Neil Aber-
crombie, D-Hawali, remains an
enthusiastic supporter of the
Jones Act. Abercrombie argues
{t’s necessary to retain the en-
vironmental, financial and legal
integrity of domestic shipping.

Without the Jones Act, he :
said, “You open shipping up for
gvery pirate outfit in the .
world.”

03-11-98 02:42PM
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End J ones Act NOwW

Hawaii can no longer afford
the Jones Act requirement
that goods shipped between
U.S. ports must be in U.S:
ships,

Haweii's ocean freight costs
from the Mainland are the
world’'s most expensive and
contribute significantly to our
high cost of living. For exam-
ple, from Los Angeles, it costs
less to ship merchandise 7,250
miles to Hong Kong than it
does to ship it one-third that
distance to Honolulu.

Hawaii's legislators must
urge Congress to exempt us
from the Jones Act. American
Samoa gained such an exemp-
tion and it now costs less to
ship goods there from Los An-
geles than it does to ship
goods half that distance to
Hawall.

An exemption for-.the “U.S.-
bhuilt” requirement alone
wauld significantly reduce
prices in Hawail.

However, supporters say the
Jones Act is needed to protect
American seafarers' jobs. But
ig it rational to trade off the
thousands of Hawall jobs now
being lost because of our high
cost of living for these few
Mainland seamen on Matson
ships? 7

Supporters then wrap them-
selves in the flag and say our
military needs these ships.
Never mind that during
Desert Storm, the military did
not use a single Matson ship.

Meanwhile, half-emply for-
eign container ships are pass-

Second ﬂllilliﬂ?l

CLIFF SLATER

ing by Hawaii on their way
back to Asia because they are
not allowed to stop here and
unload. What a wasted oppor-
tunity to save money.

Then supporiers say that we
must protect U.S, shipbuilders
and our merchant fleet. Never
mind that the United States
once had more than half the
world’s shipping tonnage and
naw has less than 2 percent.
Our shipyards have degenerat-
ed to being now primarily de-
fense contractors, the same
folks who bring us $1,000 toi-
lets and $500 hammers. Unsur-
prisingly, the few U.S. ships
they bulld cost two to three
times what the same quality
ships cost elsewhere.

Hawaii shipping companies
should be allowed to use mod-
ern European- or Asian-built
vessels. We have already re-
formed transportation regula-
tions to allow overseas-huilt
airplanes, trains and buses. It
is time to include ships.

Legislators and other sup-
porters then try to sell us on
the idea that the restrictive
Jones Act requirements, and
the resulting duopoly of Mat-
son and Sealand, actually
save us money, To do so, they
cite spurious special-interest
studies but refuse to support
an objective study by, say, the
gtate auditor or the University

202 224 4059

<" of Hawail economics depart-

ment.

What {8 the reason for all
this resistance? Quite simply,
it ig special-interest money
paid to our elected officials,
both locally and nationally.
For example, Rep. Neil Aber-
crombie gets more than 30
percent of all his campaign
funds from members of the
special-interest group oppos-
ing any reform of the Jones
Act. With well over $100,000
so far, he is the biggest recipi-
ent of such funds in Congress.

We must press for. reform of
the Act; it is unreasonable that
Hawali's economy be weighed
down by this outdated nation-
al policy. The biggest gingle
opportunity we in.Hawali
have for lowering our high
cost of living is an exemption
from the Jones Act. If it only
reduced our shipping costs 30
percent, it would mean sav-
ings of over $1,000 per Hawaii
family. In these tough times,
that is too much to pass up.

% Hawaii House and Senaie

resolutions requesting that
Congress grant us the same
exemption enjoyed by the citi-
zens of American Samoa
should be the first step. Pas-
sage of the resotutions intro-
duced by Sen. Whitney An-
derson and Rep. Gene Ward
will do that.

Cliff Slater is a Honolulu
businessman who represents
the Reason JXoundalion in
Haewaii,

03-09-98 02:59PM P
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' Bills triple

. Pai McGrath of Hawalan
" Follage Exports Inc,, who ships

’Sg  ©8:27AM

ated with the arid west side of
the lsland, such as thrips, mely
bugs and scales.

“Our water DIl {8 sky high,”
said Braun, who employs 17
people. His biggesL concern is
whether the siress of the
drought will change the growth
cycle of his plants.

Tony Pu of Hana Tropicals on
Maui sald the dry spell has
“wiped out the orchids” because
of the lack of humidity. “They

just stopped producing flowers,”:.

e sald.

23/35

container loads of dracaena
plants for Mainland office and
home use, said business should
be hooming this year for foliage
ETOWErS. :

But water bills have tripled
and some of his mother plants
have gone dormant for lack of
water in rocky Puna. It will be
impossible later this year to
meet his contracts with whole-
salers.

McGrath has 50 acres of dra-
caena near Kea‘au on old Funa
sugar land and a second site in
Panaewa. To earn certified

nursery status, he grows plants -

for export using benches that
are 18 inches off the gro_.und.

202 224 4059

That means the potted plams
are free of soil pests and can be
legally exported. Above-ground
plants, however, require more
moisture Lo develop.

“The real gap (between sup-
ply and demand) is coming in
about two months,” McGrath
predicted. (

He ships 95 percent of his
plants to the Mainland and sv
far has maintained his statf by
reassigning work,

“I am trying just not to
panic,” said McQGrath, who
knows his water bill is tripling,

Lieast affected is bonsai ship-
per David Fukumoto of Fuku-
Bonsai Inc. in Kurtistown, who
said the plants he grows are
chosen for their ability to han-
dle low humidity in Mainland
environments, Hig biggesl prob-
lem is the labor to accommao-
date hand-watering in an effort
to conserve water.

Maui protea grower John
Hirashima<said his flowers are
hardy “butl they do need water.

“Thers is going to be a long-
term effect if we don’'l get a
deep, penetrating. rain like we
normally do in the wintertime,”
he said.

Advertiser Maui
Bureau reporier Bdwin Tanji
coniribuled fu this report.

County

03-09-98 02:59PM
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JAN 29

'S8 B8:14AM

—

Politics preve ﬂ(tss Hawaii

The Jan. 18 and 19 letters to
the editor on the Jones Act
miss the point. A ship from
Japan, for example, cannot un-
der U.S. cabotage laws in
Honolulu, drop off part of its
cargo, load cargo from Hawaii
bound for the Mainland, then
proceed on to the Mainland to
unload a full ship. If it stops in
Honoluly, it must go on partial-
ly loaded.

It has to do with both the
Jones Act and with dollars.
Cabotage laws artificially re-
duce the potential for foreign
vesedis to economically make &
gtop in Honolulu,

The actual problem, of

co 'igshjpment. in the other
direction. Hawaii receives sev-
eral times more cargo from the
Mainland than it ships to the
Mainland. Foreign vessels are
not allowed to compete even if
they wanted to.

With respect to training and
testing crews and inspecting
vessels, it would be easy
enough to extend application of
those laws to all ships wishing
to compete for shipping be-
tween American harbors.

The intent of the Jones Act
and related cabotage laws is to
limit competition and “protect”
American shipowners, ship-
builders and merchant marines,

exemption to Jones Act |

No other means of trangporta-
tion i8 50 restricted. The in-
evitable result of restraint of
trade is higher prices.

A special problem for Hawaii

relates t the shipment of cat-
tle. There are foreign-built
livestock carriers designed to
be loaded and unloaded effi-
ciently; none is built in Ameri-
ca.
'I'here&ore, Hawaii cattlemen
must buy used containers and
at unréasonable cost have
them adapted to the shipment
of cattle: Our cabotage laws do
not even allow an exception to
buy a véssel of a type not built
in Amer{ca.

Whatever one makes of ar-
guments about shipping from
port to port along America’s
continental. coasts, the noncon-

tiguous states and territories

suffer significantly greater
negative impact from the re.
strictions of cabotage laws.
Congress has already exempted
the Northern Marianas and
American Samoa. Exemption
from Jones Act restrictions are
also needed for Hawaii, Alaska,
Puerto Rico and Guam.

Politics, not economics, has
prevented that from happen-
ing.

Whitney Anderson
Senate Minority Leader

—— - -
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Cayetano makes
$8.5 million deal

By Robbie Dingema{;%

Advertiser Capitol Bureau

Gov. Ben Cayetano is moving
to have the state buy the Waia-
hole Ditch irrigation system
from Amfac/JMB at a total cost
of $10.2 million for the pur-
chase, operating costs and some
im-Erovemencs.

he state

would pay

Amfac/JMB $8.5 million for the
system.

agrees. He represents Wind-
ward interests in the longstand-
ing dispute over how much
Waiahole Ditch water should be
allowed to be diverted to Lee-
ward interests and how much
should remain in Windward
QOahu.

“It's a waste of taxpayers’
money,” Achitoff said. He said
taxpayers are being asked to
“subsidize the business interests
of the landowners under the
guise of helping farmers.”

But Cayetano said state own-
ership would not change the

the state,” he said.
At;:{;ey Paul Achitoff dis-

' State buying

Cayetano yesterday
announced he is asking the
Legislature for an emergency
appropriation of $10.2 million.

he state would raise the
money by selling general oblig-
ation bonds.

Cayetano was reported in
August to be considering state
purchase of the ditch.

Cayetano yesterday said the
agreement will enable the state
to manage and preserve
groundwater resources in the
Pearl Harbor area and help
boost diversified agriculture in
Leeward and Central Oahu. “I
think it's a good investment for

‘Waiahole Ditch

decisions made by the state
Commission on Water Resource
Management.

“I think the Waijahole farmers
should take some assurance
that the water commission will
continue to be the one that
decides how much water will be
. . . kept on the Windward side
and how much will be coming
over to the Leeward side.”

Cayetano also said, “The
Waiahole Ditch affair brought
to my attention the need to
assure that this ditch will
always be available for the

See Waiahole, Page B4

202 224 4059
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To fix 'ec.o‘nomy, junk |

VIEW POINT

By Cene Ward
AAA -

Restrictive law raises prices

of all goods shipped
to Hawaii and that’s nearly
everything on store shelves

e AWAIT'S infamous cost of living

% has been so high for so long that

i many feel there’s nothing that

= e can be done. The governor con-

vened a task force to deal with our eco-

nomic problems, but little has been men-

tioned about the reform of a law -~ the

Jones Act — that hurts all of us living in
Hawali,

The Jones Act is the common name for
Section 27 of the Merchant Marine Act of
1820, a federal law. It requires that cargo
shlpped between any two U.S. ports must
be carried on U.S. ships built, flagged,
owned and operated by U.S. citizens, Oth-
er ships can’t compete for this business.

These restrictions significantly rajse the
cost of doing business and increase costs
for consumers. In Hawaii, we are especial-
ly hurt since most of our merchandise
comes from mainland destinations and de-
pends on shipping.

According to a 1991 study by the U.S. In-
ternational Trade Commission, the Jones
Act costs consumers as much as $10.4 bil-
lion per year in higher prices.

Independent consultants in Hawaii esti-
mate that Hawaii residents pay an addi-
tional $1 billion per year in higher prices
because of the Jones Act. This amounts to
appmximately $3,000 for every household
in Hawaii.

Rob Quartel], a former member of the
Federal Mantlme Commniission and presi-
dent of the Washington-based Jones Act
Reform Coalition, stated recently that “a
typical four-person Hawaii family re-
quires a budget 40 percent higher than its
counterpart in a typical mainland city.”

Quartel explained that while transpacif-
ic shipping costs are some of the lowest in
the world — especially from the U.S. to
Asja — freight rates between the mainland
and Hawaii are some of the highest.

In Hawaii, for example, shipping prices
are %0 expensive because of the Jones Act,
that Hawaii cattle ranchets find it less ex-
pensive to send their cattle to the main-
land via Boeing 747s.

As Congressman Nick Smith wrote in
May, “It doesn’t have to be this way, There
are 164 cattle carriers floating around the
world’s oceans that would love to be of ser-
vice to the Hawaiian cattlemen but are
barred from serving them because of the
Jones A

That same month, the president of the
110-member Hawaiian Cattlemen's Coun-
cil Inc. noted that “ag much as 60 percent
in costs could be saved utilizing competi-
tive livestock carriers transporting whole
herds at one time. The Jones Act costs con-
sumers and small businesses in Hawaii ap-
proximately a billion dollars per year.”

On the mainland, problems resulting
from the Jones Act include U.S.-flag rates
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that are up to 400 percent higher than fo -
eign-flag rates. It's now cheaper to haul
clay from Brazil to Maine than from Geor-
gia to Maine, and steel from South Ameri-
ca to Puerto Rico than from Baltimore, to
name just two examples,

Only three countries — Brazil, Indonesia
and Peru - have maritime laws that are as
extensive and restrictive as those of the
Jones Act. Brazil, which wishes to play a
major maritime
role in South
America, is easing
its laws Great
Britain, one of the
greatest maritime
trading nations in
the world, has no
restrictions what-
soever,

The Jones Act does not protect U.S. in-
terests. Our ship-building industry is dy-
ing. More than 50 U.S. ship-building yards
closed between 1980-87 while protected by
the Jones Act Of the 50,000 jobs remaining
in the U S. ship- bntlding industry, nearly
all are in military and defense construe-
tion, not Jones Act-related building,

Similarly, the U.S. merchant fleet has
dropped from a high of more than 2,500
self-propelled, deep-draft ships in 1945 to
an active fleet of 201 commercial ocean-go-
ing ships today, of which only 130 are
Jones Act-qualified (the remainder are re-
stricted to the foreign trade).

Once one of the largest and most presti-
glous merchant marine fleets in the world,
the U.S. fleet now ranks among the oldest
— failing even to make the top 10 list of
world merchant marine powers based on
absolute numbers,

From a national defense standpoint, the
current Jones Act fleet has very few of the
roll-on, roll-off vessels used by the mili-

The Jones Act Is
not protacting U.S.
interests. Our
ghip-bailding

indastry Is dying.

202 224 4059

tary. During the Gulf War — the largest
movement of goods and materials since
the Vietnam War — President Bush sus-
pended the Jones Act because it was -
deemed to be an impediment to the move-
ment of critical military resources.

So what needs to be done?

In each of the last three years, bills to re-
form the Jones Act have been introduced
in Congress. This year, the Coastal Ship-
ping Competition Act (CSCA) has been in-
troduced in hopes of reducing shipping
costs for businesses and product eosts for
consumers.

MONG the provisions of this bill, CSCA
would:

R Remove the Jones Act's anti-competi-
tive resttietions, while harmonizing exist-
ing U.S. law with international maritime
standards to which the U.S, is a signatory,

E Eliminate the U.S.-built requirement
but retain (with a limited exception) the
requirement for an American erew.

B Require that a foreign ship that would
be allowed in the domestic trade must be
from a country that has a reciprocal agree-
ment with the U.S. This would allow U.S.
carriers to operate in the coastal trade of
that nation.

B Amend Coast Guard rules for all ves-
sels, U.S, and foreign, in the coastal trades
to meet recognized international safety,
manning, and marine construction stan-
dards. Other currently applicable environ-
mental standards and tax provisions under
U.S. law will continue to apply to all ves-
sels operating on a regular basis in U.S.
domaestic trades.

If Hawaii is serious about tackling the
economic and cost-of-living problems cur-
rently facing Hawaii's families and busi-
nesges, the reform of the Jones Aet must be
near the top of its list.

Gene Ward is a Republican state representa-
tive. The opinions tn View Point columns are the

authors’ and are not necessarily shared by the
Star-Bullatin.
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1. Inmates May be Freed to Ease Crowding-Front Pg,
2. Gorbachev Spokesman to Join EWC as Visting
Fellow-A-2

3. Obscure Bacteria Sickening Hundreds-A-3

4. Isle Poi Industry Pounds Harris for Plan to
Quell Local Shortage with China Import-A-3

5. Deleted Files are Meaningless-A-3
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14

7. 8Schofield Cross-A-14 ,

8. The Jones Act Helps Protect Jobeg, Economy-A-14
9. Another Lean Year, Says Isle Economist-B-1

Th Act hel g‘;:g“;d g?t%m}’mgnt of our forces in
ol mulitary action,

te J :”.le]: ct helps . The lies about the Jones Act block.
protect jobs, economy Ing sources of great economic prosper-
There has been much misleading in. 1Y for Hawail are much like the lies
formation published recently concern  that General Motors published in sup-
ing the Jones Act and its effect on 9‘1’1' t of NAFTA, GM told Americans
Hawaii. The Jones Act is a vital law, What a great opportunity NAFTA
which protects our economy as well as ~ Would provide by opening markets for
our nhtional security. American products, Then with the way
First, the Jones Act protects jobs for  €l€ar; GM and other corporations like
Hawaii, Without it, foreign ghipping {hem laid off tens of thousands of
earnorations would quickly take over Almencan workers and moved their
and displace our workers with lower- P ;"ts to Mexico and other countries,
paid crews, who are forced to work ¥aere they could pay a fraction of

American wages, :
di-
and live in grossly inadequate condi Senator Inouye and Congressman

twsnes;:(md, and very importantly, the APercrombie understand the truth

e A hout the Jones Act. They know. it
Jones Act helps to maintain whatisleft 2 : t. They know i
of the U.S. Mgrchant Marine, These as- ?0"‘;9 be fgsxer for them to give up de-
sets are strategically important to the ae" mgf H e act, but they are also
defense of our nation, providing the H‘”a’:j," he damage that would do to
critical logistics link necessary for the :f‘:n dl i‘:"d the nation. That’s why they

202 224 4059 10-21-97 05:44PM POO1 #33
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The problem
is money.
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Keith Kaneshiro

State Public
Safety director
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- Kaneshiro says

BY GREGG K.KAKESAKQ
Star-Bulletin

State Public Safety Director
Keith Kaneshiro says that unless
he gets more money to alleviate
the state's prison crowding, he
may have no other,choice than

he may have .

to release inmates.

That troubles state Rep. Nes.
tor Garcia, chairman of the
House Public Safety and Military
Affairs Commmittee. “I don’t want
to see people let out into the
community before their time,”
said the Waipahu Democrat.

But Kaneshiro said yesterday

10 ease crowding

that his message jsn't new.

“I have been saying that for
years now, but no one seems to
be listening.

“Our prison overcrowding sit-
uvation has reached a crisis.
There are now 3,900 inmates in

our prisons and we only have an -

operational eapacity of 2,700.

202 224 4059

- no choice without more funding

‘By the end of the year, we

will reach 4,000. How much more '

urgent can we get?” -

Kaneshiro said he has asked
his wardens to provide him with -
lists of inmates who could be
eligible for early release if the
need arises.

PLEASE SEE INMATES, A-12

10-21-97 05:44PM
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Bill seeks to loosen
rules of Jones Act

Foreign-flag ships would
be allowed, but only if
they used U.S. crews

BY PETE Pmmsxn%?
Star-Bulletin

WASHINGTON — The latest
battle in the war over controver-
sial maritime laws protecting do-
mestic carriers was launched
here today, as a Michigan con-
gressman proposed loosening re-

strictions imposed by the so-
called Jones Act.

“Changes in the Jones Act are
desperately needed,” said Rep.
Nick Smith R-Mich., in a state-
ment condemning the 1920 feder-
al law that requires cargo and
passengers transported between
U.S. ports to be carried on ships
owned and registered in the Unit-
ed States and crewed by Ameri-
can sailors.

“The onerous requirements of
the Jones Act ... hamper domes-
tic trading by raising prices pro-
hibitively high.”

Smith argued that the Jones Act
restrictions are driving up prices
for consumers — particularly in
Hawaii, where 80 percent of the
goods are imported — and costing
the nation jobs as businesses turn
to cheaper foreign carriers.

“It has actually gotten so ex-
pensive for the Hawaiian cattle
ranchers to ship cattle to the
mainland aboard ships that many
of them board their cattle onto
747s and fly them," said Smith.

Smith's bill, introduced in Con-
gress today, would allow U.S.
ships used for coastal trade to be
internationally built and regis-
tered. They would still have to be
U.8. owned and crewed by Ameri-
can sailors.

Although it stops short of the
outright repeal endorsed by many

Jones Act

The new measure- critics,

facesanuphil Smith’s
proposal

battle in Congress has no sup-

port from

the law's

inany defenders and clearly faces
an uphill battle in Congress.

“Smith’s hill would hand over

the $15 billion domestic water-

borne transportation system to.

foreign, tax-exempt, [loating
sweatshops,” argued Phil Grill,
and executive with Matson Navi-
gation Ca., one of the two U.S.
shipping lines that serve Hawaii,
and chairman of the Marilime
Cabotage Task Force, a coalition
of shipping line and maritime la-
bor groups that opposes changes
in the Jones Act.

The bill faces “overwhelming

odds,” said Grill, who noted that
17 of the 19 members of the two
House subcommittees that will
take up the bill have signed let-
ters supporting the Jones Act,

One of those lawmakers Is Rep.
Neil Abercrombis, D-Honolulu, a
member of the House National
Security Committee’s Merchant
Marine panel, Abercrombie today
reiterated his opposition to at-
tempts to soflen the law.

“Crilicism of the Jones Act is
based on old myths and ignores
the Jaw’'s important benefits for
Hawaji and our country,” said
Abercrombie. He said the law has
resulted in dependable maritime
links between Hawaii and the
mainland and helped maintain a
strong merchant marine fleet.

Sen. Daniel Inouye, D, the pow-
erful senior member of the
Hawaii delegation, is also a
strong supporter of the Jones Act.

Jones Act critics, who have
failed in years past to change the
law but have vowed to keep up
their fight, remain undeterred in
the face of such opposilion.

“We look forward with great an-
ticipation to this legislation,
which is badly needed,” said
Mike Hansen, president of the
Hawaii Shippers’ Council, a
group of about three dozen
Hawaii shippers, including the
Hawaii Catllemen’s Council,
formed to reform the Jones Act. “I
think we will make much more
progress this year than in the last
session.”

Sen. Jesse Helms, R-N.C., has
promised to introduce similar
legislation in the Senate.

202 224 4059
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Kamehameha family
should receive report

HEN Bernice Paushi Bishop stated in her will that the

sole beneficiary of her estate was to be the Kamehame-

ha Schools, she obviously meant the students who
would attend the schools. The state Attorney General's Office
and a newly incorporated group, Na Pua a Ke Ali‘i Panahi,
agree.

Now the group's concern over the Bishop Estate trustees who
oversee the schools has ended up in the courtroom. Na Pua —
comprised of Kamehameha students, parents and alumni — is
interesied in the five trustees’ authority and effectiveness. It
has made two very reasonable requests of Circuit Judge Vir-
ginia Crandall,

While the group has no objection to the trustees’ appointment
of retired Circuit Judge Patrick Yim as a third-party fact-find-
er, it wants a reputable educational entity to assist in the
process. Furthermore, Na Pua is asking that the report be
shared with its members, because of the “pervasiveness and se-
riousness” of the furmoil at Kamehameha.

Yim, who has no experience in running a school and has heen
hand-picked by the trustees, could benefit from the guidance of
an educator from the Western Association of Schools and Col-
leges or the National Association of Independent Schools dur-
ing this investigation.

As for Na Pua's request that the final report be shared with
‘he trust's beneficiaries, why should such valuable information
2e only for the eyes of Chairman Richard Wong and trustees
Gerard Jervis, Lokelani Lindsey, Henry Peters and Oswald
Stender. when the entire Hawaiian community is affected?




Protection or Protectionism?

ecent maritime bills before Con-
gress could significantly affect Ha-
waii’s $2.3 billion maritime indus-
try. The impact of those bills on
major carriers traversing the U.S.
West Coast and Hawaii trade route are of great im-
portance to local businesses that ship or receive
goods. It would also affect businesses that ship by
land and air, because the rates for one mode of
transportation affect other competing forms.

The most controversial bill calls for repeal of a
law that governs much of the U.S. maritime trans-
portation industry. The Jones Act—which bears the
name of its sponsor, Sen. Wesley L. Jones — refers
to Section 27 of the Merchant Marine Act of 1920,
which governs the domestic transportation of
merchandise and passengers by water. The act
requires that all goods shipped by water from one U.S. port
to another must be: carried on vessels built and documented
(flagged) in the United States; operatéd by Americans; and
owned by American citizens.

In passing the act, Congress stated that its purpose was to
promote the growth of a well-equipped, modern merchant
marine for the nation’s defense and for the proper growth
of its foreign and domestic commerce,

Supporters of the act in Hawaii and throughout the rest
of the United States believe that it protects our national in-
terests, claiming:

W The act serves our national security interest by ensuring
that we maintain the capability of supplying American
troops abroad in times of crisis without having to rely on
foreign vessels and carriers.

W It counterbalances the Practices of many of our trading
partners, who heavily subsidize their shipyards and ship-
building industries. Since foreign vessels often operate
without the labor, safety and tax requirements imposed on
American firms, they can operate at a cost advantage rela-
tive to U.S. carriers.

Opponents question the law’s usefulness and benefits
with such claims as:

W The law is out-dated and beneficial only to a small
number of U.S. flag carrier companies, which now enjoy a
virtual monopoly over remaining domestic deepwater
transportation routes. The 199] U.S. International Trade
Commission study found that these companies enjoyed
$635 million in “benefits” that cost U.S. consumers $10.4

Debate
continues
on the
Jones Act

By Shirley
J. Daniel

billion per year.

B Fewer than 3,000 jobs actually fall under the law’s
exclusive citizenship restrictions, The jobs that would
be created by removing the law’s restrictions would
more than offset any adverse impact of its repeal.

® From a national security standpoint, the vesse]
requirements of the military long ago diverged from
those of the commercial market, and the Jones Act
fleet is now made up almost entirely of inland
barges. President Bush suspended the act during the
Gulf War at the recommendation of Secretary of
Defense Dick Cheney because it was deemed to be
an impediment to the movement of critical military
resources.

B The law has a negative effect on the environment
by penalizing clean and cost-effective coastal
shipping in favor of truck and rail transportation.
The ultimate effects of the act are felt by the consumer, and
it is cheaper to haul cargo from Brazil to Maine than from
Georgia to Maine.

There are also further direct implications for Hawaii.
We must be concerned about balancing the need for high-
quality, regularly scheduled service and protecting our local
industry, with the higher costs of shipping—which First Ha-
waiian Bank economist Leroy Laney has estimated to add less
than 5 percent to the retail price of food here. Hawaii must
also consider how the act may impact our ability to serve as a
crossroads between Asia and the United States and how it may
compromise our role as a player in the Asia-Pacific region.

There are many other questions that the United States as
a whole needs to raise. Why should we allow foreign car-
riers to enter our markets, unless they allow similar access
for U.S. carriers to their markets? Can we maintain a cred-
ible position as the world’s foremost proponent of free
trade while we still impose major restrictions on shipping?
Clearly any savvy trade negotiator would insist on a re-
ciprocal lowering of barriers before making changes to our
laws. We must keep in mind that opening our markets to
countries that allow us free access to their markets is con-
sistent with our free trade position, S

Shirley J. Daniel is president of the Hawaii Society of Cer-
tified Public Accountants. A professor of accountancy at
the University of Hawaii, she also directs the university’s
Pacific Asian Management Institute and its Center for In-
ternational Business Education and Research.
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Jones Act:

O Opponents say

shipping rule costs
residents millions

By Hunter Bishop
Tribune-Hsrald

A high-stakes battle is brewing
in Congress over a little known law
that its opponents say costs Hawaii
residents hundreds of millions of
dollars a year in shipping costs.

At issue is the 76-year-old Jon
Act, which requires cargo carriers
that sail from port to port in the
i United States to be wholly owned
| and operated by U.S.-based com-

panies.

Supporters of the act say it’s
necessary to keep the nation’s
oceangoing cargo carriers afloat to
protect U.S, shipping interests and
bolster the national defense.

Opponents, who have organized
a lobbying effort to reform the act,
say it chokes off competition
among the shipping firms that
serve Hawaii, resulting in up to a
billion dollars a year in cxcess
shipping costs for Hawaii con-
sumers.

The importance of the debate in
Hawaii is demonstrated by the
numbers.

Eighty percent of all goods and
products used in the state are
imported, and 98 percent of what’s
imported arrives via one of the two
major ocean carriers — Matson
Navigation Co., 8 division of
Alexander & Baldwin, and Sea-
Land Service In¢. Matson, in busi-
ness 114 years, has an estimated 70
percent of Hawaii’s mainland car-
rier market. Sea-Land has the
remainder.

But when Congress got rid of
the Federal Maritime Commission
in a fit of regulatory reform last
yeay, it threw out practically all
public regulatory review of the car-
riers’ rates.

Critics contend that the combi-
nation of keeping the Jomes Act
intact and canceling the FMC put
the two Hawaii carriers in the best
of two economic worlds — pro-
tection from competition and no
rate regulation - that drives up the
costs of goods to everyone in
Hawaii,

How much it drives up costs is
part of the dispute.

. —
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Mike Hansen, executive direc-
tor of the Flawaii Shippers Coun-
cil, 2 Honolulu-based Jones Act
reform group, estimates the “direct
freight penalty” to consumers from
the Jones Act is $400 million a
year. An economic multiplier

pal

" T photo by Willam ing
Matson shipping containers sit idle near Hila Harbor, Matson, which
handles a majority of shipping to and from Hawaii, benefits greatly
from the Jones Act, which fends off foreign competition,

devised by the state Department of
Business and Economic Develop-
ment increases the effect by 2 1/2
times, putting it closer to a billion
dollars, Hansen said, which still
See JONES,

Page 8
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JONES: Maritime act

'From Page 1

doesn’t take into account “down-
stream effects™” from business lost
because of shipping limitations.

“The average cost per family (in
Hawaii) is $2,000 to $3,000 per
year,” Hansen said.

Maritime industry officials
scoff at those numbers, but are
reluctant to provide their own
numbers or even to endorse an
independent study.

Neil Dietz, port agent for the
Seafarers International Union, is
co-chairman of the Marine Cabo-
tage Task Force, Hawaii chapter,
which supports lobbying efforts in
Washington, D.C., to keep the
Jounes Act.

Dietz says the so-called penalty
isn’t nearly as high as Jones Act
opponents say, and that if the Janes
Act disappeared, foreign camiers
that are heavily subsidized and less
regulated by their governments
could undercut the more reliable
and stable U.S. camiers,

. “What they are trying to convey
is that foreign shippers are cheap-
er,” Dietz said. “I would bet that if
I 'were allowed to come into Hilo
and build a hotel with foreign
workers, without being subject to
all the regulations and laws that
apply in the U.S., I could operate it
cheaper. This is not about dollars.”

Dietz doesn’t know how much
the Jones Act costs consumers, but
says it doeSn’t matter and that a

new study isn’t needed. He doubts
anyone could do an independent
study, anyway.

Whatever its cost to consumers,
the Jones Act is still worth it, Dietz
says.

“If the rules were changed,
thete would be no more oceango-
ing jobs for Hawaii residents,”
Dietz said, adding that Matson, a
smaller firm than Sea-Land, would
be “at a competitive disadvan-
tage.” ‘

The Jones Act “levels the play-
ing field for U.S. carriers,” said
Dietz, and helps protect a Hawaii
maritime industry that employs
more than 6,000 workers, pumps
$410 million in labor costs into the
community, and has total annual
revenue of $2.3 billion, according
to industry sources.

A strong U.S. maritime fleet
supported by the Jones Act also is
important to national defense, said
Dietz, who witmessed first-hand
the role of the Jones Act when he
was a ship dispatcher during Oper-
ation Desert Storm in the Persian
Gulf.

“I don’t know what we wonld
have done without people who had
the training, experience and job
security provided by the Jones Act,
especially when foreign flagged
ships refused to go into the Gulf,"
Dietz said,

While strongly in favor of the

202 224 4059
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state’s friend or foe?

lones Act, the question of rates is
different, Dietz said, The state's
Coasumer Advocate wants stricter
rate regulation put back in effect,
and the maritime industry is not
necessarily opposed, Dietz said.

Since the Federal Maritime
Commission was abolished, Mat-
son and Sea-Land may now raise
their rates up to 7.5 percent a year
without public review at any level,
said Charles Totto, whose job for
the state is to advance the public’s
position on telephone, electric and
other utilities’ rates and regula-
tions.

Totto said Matson and Sea-
Land’s rate structures have little
relationship to their costs of ser-
vice, and as a result, they may be
earning excessive profits at the
expense of Hawaii’s consumers,
business and economy. They alsa
are not competitive, Totto said. Sea
Land has raised its rates “in lock
step” with Matson since 1989 and
thgcilr shipping prices are similar, he
said.

Totto would keep Jones Act
despite its costs, however, because
he says the competition that oppo-
nents expect as a result of eliminat-
ing the act might never materialize.

“But rate regulation is the least
that the nation can afford Hawaii in
light of our heavy burden in shoul-
dering the costs of the Jones Act,”
Totto said.

Totto also believes there is mer-
itin the national defense argument,
but that Hawaii shouldn’t be pay-
ing an unfair share of the cost.

“Hawaii’s consumers are paying
a premium for the nation’s military
security resulting from the Jones
Act,” Totto said in testimony for
the federal Department of Trans-
portation. “While the national.
security benefits of the Jones Act
accrue 1o the nation as a whole, the
increased costs for shipping on a
Jones Act carrier are borne primar-
ily by the consumers and the
economies dependent on the

domestic offshore trades.”

Hansen, however, says the
national defense argument s
laughable. He says there are too
few US. ships governed by the law
to make a difference, citing only
five that were used ‘éa help hau]
supplies to the Gulf War,

The Washington-based Jones
Act Reform Coalition is currently
calling for passage of the Coastal
Shipping Competition Act, which
would deregulate offshore coastal
shipping. The bill was introduced
in the House and Senate during the
last session in Congress and
Hansen is hoping it will move for-
ward in the coming session,

“They’ve got an industry very
much in decline,” Hansen said. “I
think there’s good reason for
hope.”
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foe"
) Cattle ranc¢hers

charge the act will
kill their industry

S

By Hunter Bishop
Tribune-Herald

Hawail livestock shippers say
the lack of Jones Act vessels for
cattle — and the high cost of using
what’s available - is putting them
out of business.

George Wood, President of the
Hawaii Cattlemen’s Association,
said foreign vessels are readily
available to the cattle industry, but
that ranchers can’t use them
because of Jones Act restrictions
on foreign-flagged vessels in the
domestic U.S. market,

Wood, who represents 75 Big
Island ranchers and 150 through-
out the state, covering about 80
percent of the cattle in Hawaii, said
the recent changes in the isle cattle
industry have put ranchers at the
mercy of a Jones Act-regulated
shipping industry that is expensive

See CATTLE,
Page 8
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CATTLE: Ranchers sa

From Page 1

and inadequate for the cattle busi-
ness.

Even though Hawaii sits astride
highly competitive international
shipping lanes in the Pacific, cattle
ranchers can’t get access to them
because of the Jones Act.

Hawaii Cattlemen sought a lim-
ited exemption just for cattle but,
in the face of strong opposition
from the local maritime industry,
couldn’t even get a resolution sup-
porting them out of the Hawaii
state Legislature last session,

Wood said last week that the
state Department of Transportation
has been meeting with Matson and
Sea-Land representatives and the
cattle industry in an attempt to get
a resolution, but that nothing sub-
stantial has developed,

“We support reform, and we
ne_cc;‘l an independent study,” Wood
sai

NO. 994

Michael C, Bryan is marketing
manager for the Big Island’s Park-
er Ranch, owner of the fourth
largest cow herd in America.

Bryan said the Hawaii industry
now exports 70 percent of its cattle
to North America ever since the
state’s largest feeder and processor,
Hawaii Meat Co., was closed
down by condemnation by the
state, and City and County of Hon-

oluloy, in the late 1980s.

The state’s bulk fee and feed
milling operation also clased due
to the high costs of transporting
feed as a result of the Jones Act,
Bryan said.

The relatively small size of the
Hawaii market does not support
the replacement of these support
facilities for the cattle industry to
flourish in Hawaii, Bryan said, So
ranchers are shipping young cattle

202 224 4059
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Jones Act hurting |

to the mainland.

“Only by developing cost-effec-
tive, efficient shipping for the calf
crop can the cattle producers of
Hawaii hope to stay in business,”
Bryan said.

Cattle shippers supply their own
costly and limited-sized “cowtain-
ers” and still pay premivm prices
to ship the animals to the main-
land, Wood complains. Only spe-
cially designed livestock carriers
are suitable for shipping the large
numbers of cattle the industry
needs at a reasonable price. But
these vessels are not available in
the U.S. fleet,

Wood says the cattlemen pay 25
cents per pound to ghip cattle, only
8 cents of which is for the special
equipment, while products like
pineapple are shipped for 1.67
cents a pound.

“It’s frustrating,” he said. “Why

NO. 994

not charge us what it costs? We
shouldn’t have to negotiate like
this.”

But costs are naturally higher to
ship cattle than pineapples because
the cattle are alive,” said Neil
Dietz, co-chairman of the Mar-
itime Cabotage Task Force, a lob-
bying group for preservation of the
Jones Act. “They need feed, water,
cleanup, It's more expensive to
ship anything that’s alive.”

Dietz suggests the problem with -

the beef industry is not transporta-
tion,

“(They) are shipping underage
cattle to the mainland for fattening
and processing, then importing the
finished product,” Dietz said,
“And the state can’t sustain a
slaughterhouse. This is an industry
problem separate from the trans.
portation issue.”
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READERS’ POLL

Id Hawaii Reform the Jones Act?

Act, which requires that goods shipped between American ports be carried on U.S.-built,

“ ln May, we asked our readers to complete a survey telling us their opinions on the Jones

-owned and -crewed ships. Since nearly 98 percent of goods consumed in Hawaii come here
‘ by ship, it directly affects the cost of doing business, as well as the cost of living.

Republican Sen. Jesse Helms recently introduced a measure to reform the Jones

Act. The Hawaii Shippers Council, an organization of businesses opposed to the Jones
Act, supports the bill because the council believes it will result in greater competition
and lower freight costs.
Matson Navigation Co. and Sea-Land Service, which haul most of the sea freight
from the Mainland to Hawaii, oppose the bill, saying it would destroy the U.S. maritime and
shipbuilding industries and would force their companies to compete with foreign ships, which
do not have to comply with Coast Guard regulations and U.S labor laws.
ISLAND BUSINESS received 165 responses, many accompanied by a letter detailing the
respondent’s position on the Jones Act. Well over 50 percent of the respondents do not favor major changes to the Jones
Act. They say it would force U.S. carriers out of business and adversely affect Hawaii. Thus, they favor current regulation

of the maritime industry.

Here’s a tabulation of the poll results: (percentages add up to more than 100 percent due to multiple responses)

‘ Who woutld benefit from re-
pealing the Jones Act?

consumers 16%
shippers 7%
cargo lines 2%
cruise lines 7%
all of the above 24%
none of the above 60%

‘ Making drastic changes to the
Jones Act would force U.S.
carriers out of business.
strongly agree

agree

disagree 14%
strongly disagree 21%
no opinion / don’t know 2%

‘ If Matson and Sea-Land were
forced out of the market, local
shipping costs would decrease.

yes, substantially 16%
yes, somewhat 9%
not much 52%
not at all 13%
no opinion / don’t know 11%

12%
50%

32 ISLAND BUSINESS /0ULY 1996

Q The local ocean transportation
market is large enough for Mat-

son, Sea-Land and foreign competitors.
yes 35%
no 62%
no opinion / don’t know 2%

‘ Let free market conditions de-
cide.

strongly agree 35%
agree 4%
disagree 55%
strongly disagree 6%
no opinion / don’t know 1%

‘ Allowing foreign competition
would not be good for Hawaii.
strongly agree 62%
disagree 9%

strongly disagree 29%
no opinion / don’t know 1%

‘ The Jones Act should only be
modified to help certain local
industries.

yes 10%

no 47%
no opinion / don’t know 44%

‘ Deregulation of the ocean in-
dustry could have negative
effects.

strongly agree 61%
agree 2%
disagree 18%
strongly disagree 15%
no opinion / don’t know 4%

‘ Before allowing foreign ships
into Honolulu Harbor, more
pier space and other infrastructure
are needed.

yes 33%
no 27%
no response 40%

Q State planning officials need
to evaluate and take a posi-
tion on the Jones Act.

yes 82%
no 16%
no response 2%
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ISLAND BUSINESS MAGAZINE QUESTIONS

What is your position on repealing or reforming the
Jones Act and why?

The Jones Act requires that cargo transported by water
between U.S. ports be carried on U.S.-registered, U.S.-
built and U.S.-owned vessels. Similarly, every other
domestic transportation movement, be it by air, truck,
or train, is similarly reserved for corporations
subject to the application of U.S. law. This is
extremely important to the U.S. transportation
industry. If foreign shipping companies, that are
subsidized by their own governments and not subject to
U.S. tax, labor, and environmental laws, are allowed
into the U.S. domestic cargo industry, our own
transportation companies would be at an extreme or
fatal competitive disadvantage. I do not feel that it
is in the best interest of the state to be completely
dependent on foreign shipping interests, and in all
likelihood U.S. shipping companies would be displaced

in short order because of the higher costs of complying
with U.S. law. For these reasons I have continued to
be a strong supporter of the Jones Act.

The local press is partially blaming Hawaii’s high cost
of living on the Jones Act, what do you think?

I believe Hawaii’s shipping companies have been well
served for over 100 years by the Jones Act, and that
the State of Hawaii enjoys some of the world’s finest
regularly scheduled ocean transportation service. It
is my understanding that the price of ocean
transportation as paid by the shipper typically
accounts for only five percent or less of the cost of
goods sold in Hawaii. Hawaii does have a higher cost
of living because of its geographic location, and our
dependency on ocean transportation may contribute to
the higher cost of living in Hawaii, but fixating on
the Jones Act as the sole source of the higher cost of
living does not take into account our geographic

isolation or the costs U.S. companies incur complying
with U.S. law.




It seems reform of the Jones Act would boost the
state’s tourist industry by allowing more cruise
operators into the Hawaii market. Would you support at
minimum, a passenger service provision for Hawaii?

The Passenger Vessel Service Act (PVSA) has for over
100 years provided that only U.S.-flag vessels shall
transport passengers between U.S. ports. Reform of the
PVSA may increase tourism to Hawaii and other states,
however, before any type of reform is enacted, Congress
must consider whether foreign companies should be free
to operate businesses within the United States and be
exempted from U.S. laws. The consequences of such a
proposal would decimate U.S.-flag cruise operations,
such as American Hawaiian Cruises, which would still be
required to comply with U.S. laws.

It is my understanding that most cruise ship companies
are not that interested in operating from the mainland
to Hawaii, because of the relatively long distance of
the cruise, the potentially rough weather transits, and

the fact that most one week cruises are arranged to
travel at night and allow passengers to engage in
excursions during the day. I believe the primary
interest of cruise ship companies would be inter-
islands cruises, as well as to continue exemption from

the application of U.S. laws on labor, health, and
safety.
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Is it good for Hawaii?
Does it inflate prices?
Four perspectiveson
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202 224 4059 06-03-96 03:00PM PO13 #31




Jones Act hurts Hawaii cattle

By Stammner Erdman

The Jones Act requires that
merchandise shipped over wa-
ter between U.S. points be car-
ried only on U.S.-built, U.S.-
flagged, U.S.-manned and U.S.-
citizen-owned vessels, spectfi-
. cally documented and autho-
.- rized by the Coast Guard for
. such shipments.

* This law prevents the use of

.. livestock carriers - vessels de-

gigned and built especially for
the over-water movement of
livestock - by Hawail ranchers
. when marketing their product

in any other U.S. state, Hawali

cattle producers can legally use
these carriers to market their
product in foreign countries —
just not in America.

The cattle ranchers in Hawail
have been told by a local ship-
ping company and selected con-
gressional representatives that
they would oppose any efforts
by the cattle industry to geek
an exemption from or waiver of
the Jones Act.

The fear seems to be that any
“dent in the armor” would de-

stroy all of the American mar-"

{time 'industries by exposing
them to “unfair foreign compe-
tition.”

ranchers two Ways, £

This argu-
ment is not
eagy for the
Hawali cat-
tle industry
to swallow.
Our local
beef prices
are severely
affected by
the price of
foreign beet
sold in
Hawaii (from
Néw Zealand and Australia).

Interestingly enough, Matson
and Sea-Land (the companies
that do not want “foreign com-

PO <A b ¢
Erdman: Beef
prices affected

202 224 4069

petition”") bring in foreig
to compete against our I¢
dustry.

The Hawail Cattle
Council would like to
“wrin-win” situation for a!
panies in Hawail. Perhs
time to make some mo
tions in the Jones Act,
that was passed by Cong;
years before Hawall bec
state. '

o

' Sumner Erdman, a kon
Maui rancher, 18 presiden
Howait” Cattlemen’s Ce
which represents more th
ranches.
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In protecting U.S. shipping,

it’s been googd

By Robert J. Mwrxay /
and Philip M. Grill

The Jones Act makes sense,

It deserves the continued
support of government policy-
makers, as well as the people of
Hawaii,

The Jones Act requires that
water transportation between
two U.S. ports be on ships that
are U.S.-owned, U.S.-built and
U.S.-registered. All are impor-
tant, but the crucial issue from
the standpoint of ship opera-
tors, such as Matson, is the U.S.
flag registration requirement.

U.S.-flag ships employ Amer-
fcan citizen crews and are sub-
ject to American law.

Foreign ships serving in the
Hawaii trade would be subject
to the laws of Taiwan, Holland
or China, for example. These
forelgn ships employ Third-
‘World crews and enjoy a vari-
ety of other advantages that
mag' include direct subsidies
and favorable tax treatment.

It would be grossly unfair
and unprecedented to expect
American companies to com-
pete with foreign entities that
are exempt from American law
within our own domestic eco-
nomic system. ‘

Defending the Jones Act
against a recent geries of un-
warranted and misleading at-

-tacks is the Maritime Cabotage
Task Force. This is a coalition

of more than 400 American
maritime companies, labor

uynions, trade assoclations, pro-

defense groups and others, in-

_cluding air and land transporta-

tion groups.

These other transportation
groups have joined with the
U.S. maritime industry because

202 224 4059
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qr Hawaii

supporting
the Jones
Act 18 not
just a mar-
itime ques-
tion. At
gtake I8 a
: broader prin-
:'{ﬁ ciple involv-
f ing {unda-
Murray: Broad mental fair-

issue is falmess ness to all
Americans

who do busi-

ness solely within our domestic
economy.

It is important that con-
sumers in Hawaii are not taken
in by unrealistic and self-gerv-
ing claims of foreign ship repre-
sentatives,

Under the Jones A.ct, Hawail
enjoys one of the most efficient,
reliable, timely and safest
ocean trangportation systems in
the world. Matson has brought
many efficiency innovations
and cost savings to the Hawall
trade over its 1l4-year history
of service here.

Hawail receives this service
at rateg that are reasonable,
highly competitive and that
typically make up less than 5
percent of the retail price of
goods.

‘Hawaii has prospered using
the Jones Act carriers that
have served thé Islands for

over a century. The Jones Act

has been good for Hawall and
deserves’ its continued sup-
port.

a

Robert J. Murray Is manager,
Marine Operations, Malson

Navigation Co. Philip M. Grill is

vice president, Matson Naviga-
tion Co., and chairman, Mar-
ilime Cabotage Task Force.
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By Rob Quartel
and Mike Han

Reform of America’s mar-
itime laws and regulations —
including the “Jones Act” — is
long overdue. It s particularly
vital to the future economic
competitiveness of domestic off-
shore jurisdictions such as the
state of Hawaii. S

Maritime reform legislation -
the Coastal Shipping Competi-
tion Act of 1996 (S. 1813) - has
been introduced in the U.S. Sen-
ate by Sen. Jesse Helms, R-

N.C.. Similar legislation is ex-.

pected to be introduced soon in
the U.S. House.

Existing regulations include
the Merchant Marine Act of
1920 (the so-called “Jones Act”),
the Passenger Vessel Act of
1886 and a plethora of outdated
vessel inspection laws inconsis-

tent with international agree- -

ments.

Contrary to recent assertions
by the Hawaii congressional
delegation and the two menopo-
lles in the Hawall trade -
Alexander & Baldwin's Matgon
Navigation Co. Inc. and Sea-
Land Service Inc. — the Jones
Act provides neither stability
nor fair shipping prices.

Hawaii, which today has
among the world’s highest ship-

ping prices, could, in fact, have -

among the lowest, given that
we sit astride intensely compet-
itive international shipping
lanes. However, the Jones Act
denies us access.

The Jones Act and all it rep-
resents place a considerable
burden on Hawalii’s economy:

The Hawaili ocean freight
penaity — the incrermental dif-
ference between Jones Act mo-
nopoly freight rates and the
competitive raies that we could
have — i3 estimated to be 31
percent or $200 million annually
for container shipping alone,

Many kinds of vessels are
simply not available in the
Jones Act fleet, primarily in the
tramp and cruise ship segments.
The indirect cost of the oppor-
tunities denied ig considerable.

All told, by rough estimates,
the cost of
the maritime
restrictions
on Hawaii's
economy may
exceed $1 bil-
lion annually,
or §1,000 for
each man
woman and
child in
Hawail.

Quartel: Hawaii
pays penality

The Hawaii cruise and
tourism industry would benefit,
too. Today, one 45-year-old
Jones Act cruise liner operates
in Hawail, Allowing internation-
al competition would stimulate
more frequent trans-Pacific and
West Coast service, all to
Hawali's economic benefit.

The Jones Act was passed
nearly 40 years before Hawaij
became a state — to protect a
rail monopoly to Alaska from
shipping competition,

y should the people of

Hawall pay for that {folly? The
Matson and Jones Act doesn't henefit -

' . S e a-Land Hawalii, or for that matter, oth-
claim that if the Jones Actl re- er parts of the United States.

strictions were lifted, foreign

he time is ripe for public de-

carriers would steal their trade bate. The Jones Act carriers

and then abandon Hawaii.

should promote it, but it's easy

A $1 billion shipping market, to understand why they fear
and the substantial and sus- public discussion. -

tained competition for it that
would occur in a more open
market, say that's just bogus.

of the

o
wrtel, a former member
ederal Maritime Commis-

Rob

Hawalil's industries would sion, heads the Jones Aot Reform
benefit substantially from the Codlition, based in Washington,
competition, and would gain ac- D.C. Mike Hansen is acting exec-

cess to efficient, specialized ves- utive director of the

awail

sels for the transport of non-lin- Shippers’ Council.

er cargoes such as live animals,
grain, coal, fertilizer, gypsum,
silica sand, sugar and cement
clinkers.
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Lacking s 1ppmg competition,

By Chaxles Totto / .

Hawaii’s economic lifeline to
the rest of the nation is in jeop-
ardy.

About 80 percent of all goods
used in Hawail are brought
here by only two ocean carriers
— Matson and Sea-Land,

Because of federal laws (one
old and one new) the trans-
portation cost for food, building
supplies, cars and almost every-
thing else will be excessive.

The busginesses, consumers
and economy of Hawaii are
stuck on the horns of a dilemma
. — neither effective competition
- ror economic regulation exist to

‘'ansure the lowest reasonable .

- 'pricés for cargo shipped to

-‘Hawall from U.S. ports.

- Matson and Sea-Land protest
that ocean trangport to Hawail

is competi-
tive: but the
facts ~don’t
support their
claim. -
Matson and
Sea-Land are
protected
from foreign
competition
by the Jones
Act, which
" requires that
" only U.S.-
built, -crewed and -flagged
ships may carry goods between
U.S. ports
Anhough the nation as. a

Totto: Restore
rate oversight .

. whole benefits from the nation-

al security provided by the
Jones Ac¢t, the substantial
added costs to the carriers are
passed through to the cone
sumers who, ke the people of

202 224 4059

Hawalii, are dependent on oceuu
{ransport.

In examining the relationship
of Matson and Sea-Land, our of-
fice found no evidence of effec-
iive competition. Since 1989,
when Sea-Land entered the
Hawaii trade, it has raised its
rates in lock-step with Matson.

Sea-Land has consistently
filed for rate increases that are
jdentical to Matson’s. They are

even filed on the same days.

Furthermore, in comparing
the 23 matchmg commodities of
the two carriers, each commodi-
ty's price is virtually identical
with that of the other carrier,
reflecting a difference of only a
penny or two (or a dollar or two
for containers).

Finally, we found that, to the
extent t any competition ex-

06-03-96 03:10PM
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ists between Matson and Sea-
Land, it benefits only the
largest customers and leaves
the small ghippers to make up
the revenues lost by the carri-
ers as a result of the large-vol-
ume discounts.

None of these market power
abuses should occur in an effec-
tively competitive market.

Common sense tells us that if
there is no effective competi-
tion for an essential public ser-
vice like ocean transportation,
the government must regulate
rates to prevent excessive prof-
its.

Congress did the opposite.

Last year, it eliminated mean-
ingful rate regulation for
Hawaii's two Jones Act carri-
ers. Now either Matson or Sea-
Land can automatically raise iis
rates by up to 7.5 percent each

rate regulation,

Hawati pays,

year. That would amount to
about $45 million each year.

The state's economic lifeline
is too important to leave in the
hands of Matson and Sea-Land.

Two solutions are currently
being debated.

¥ One would repeal the Jones
Act to allow foreign competi-
tion into the Hawaii trade.
However, no one knows if this
competition will materialize or
whether it could be sustained.

In fact, there is hardly
enough space in the port of
Honolulu to meet the needs of
Matson and Sea-Land. Where
would the competitors unload
cargo? - .

It's not clear that the compet-
itive solution would be effec-
tive.

W We suggest that federal
rate regulation should be rein-

202 224 4059
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stated to ensure the lowest rea-
gonable rates and to secure
Hawaii's economic lifeline.

The opportunity to automati.
cally raise rates each year must
be eliminated. Let the carrier

-justify a rate increass.

This is not a unigue solution,
and it s used by the Federal
Maritime Commission (which
Congress has eliminated, effec-
tive later this year) and by the
Hawaii Public Utilities Commis-
sion for utility and transporta-
tion service providers.

Rate regulation is the least
that the nation can afford
Hawail {n light of our heavy
burden in shouldering the costs
of the Jones Act. <

. D B

Charles Totto is the state of
Hawait's Consumer Advocate.
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Maritime official: Old law

N

‘But shipping execs say
he Jones Act is needed to
' protect U.S. interes

BYRUsSS LYN
Star-Bulletin

1920 U.S, law that keeps for-
ships out of the cargo busi-
is between U.S. ports may be
sting Hawail consumers more
$600 million a year, says a
ading .proponent of 2 bill to
ferturn the law, known as the
ghes Act..
Rob Quartel, president of the
Lshlngton—based Jones Act Re-
j'm Coalition, says some studies
fow that figure as the extra cost
wail must bear because the
kinland-Hawail freight trade is
lstricted to U.S.-owped ships
gilt in the United States and
anned by U.S. crews.
sThat's a “PFA" figure; as'in
jlucked from air,” conténds John

Sutherland, vice president Ha-
waii-Guam of the second-biggest
{reight line in the trade, Sea-Land
Service,

In fact, says Peter J. Finnerty,
Sea-Land's vice president of pub-
lic affairs, the combined total rev-
enues of Matson Navigation Co.
and Sea-Land in the Hawaii trade,
almost the entire bill for main-
land-Hawaii ocean freight, comes
to about $600 million.

A symposium held by the Ha-
wail Shippers’ Council at the Out-
rigger Prince Kuhio Hotel yester-
day produced a debate typical of
those that have gone om for de-
cades over the Jones Act. Yester.

day’s meeting brought together
supporters of opening the ship- -
ping lanes to foreign competition.

and opponents of change.

Quartel claimed that the Jones’
Act protects high cost U.S. ship-
ping lines at the;expense of busi-
ness and the consumer,

Countering'the Sea-Land repre- -

e
(

sentative's challenge to hisvesii~
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mate of consumer costs, Quartal
said Sea-Land isn’t counting the
multiplier effect as freight costs
get added on to every phase of
doing business in Hawail,

Nobody talks about the positive
effects on the consumer of repeal-
ing the Jones Act, he said.

Quartel called the Jones Act a
trade barrier of immense propor-
tions that restricts U.S. commerce
to a few shipping companies, im.
peding shipment of American
goods, produced by American
workers, to American markets.

“And today Hawaii and Alaska
and Puerto. Rico and Guam are
treated as colonies to be enslaved

‘economically .to- the handful -of

Jones Act carriers,” he said.

_.Sea-Land’s Finnerty challenged
Quartel’s ‘arguments, including
the claim that foreign ships in the
U.S. trade comply with U.S. safety
rules, “The fact is, the are abso-
lutely not required to meet the
9.8, Coast. Guard standards for

‘US:flag ships,” he said,
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