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—*“All through our Nation's history the prosperity of
our people—as well as the safety of our people—has been tied
very closely to the role that we play on the seas of the world.

And that is a role that we can never wisely or never safely
neglect.”

President LYNDON B. JOHNSON
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INTIRODUCTION
AND SUMIVIARY

The U.S. Merchant Marine still ranked first in number of ships
and first in deadweight tonnage among the world’s fleets, with
2,449 ships of 28,963,000 tons on June 30, 1965. (See Chart I and
Appendix I.) These figures are misleading, however, for nearly
two-thirds of the total-—about 1,600 ships—were not in service.
These were Government-owned ships held inactive in reserve fleets
for emergency use.

Of the total U.S. fleet, only about 950, or a little over one-third
of the ships, were privately owned and regularly in service. On
the basis of this figure, the United States ranked sixth in number
and fourth in deadweight tonnage among the world fleets. Both
the total and the private fleet have decreased in the last 10 years.
In 1955 the total fleet numbered 3,304 and the privately owned
fleet, 1,075.

Of the Reserve Fleet ships, about 900 are kept readily available
for emergency use; in addition, several hundred Libertys could be
put into service as a commercial reserve if necessary. The others
are being scrapped at the rate of about 100 a year. All of these
reserve fleet ships are 20 years old or more.

In the privately owned fleet, nearly 100 ships were new—the
largest, fastest, most modern cargo liners in the world. The re-
placement program of the subsidized operators was moving stead-
ily towards the goal of 300 ships by 1975. (See Chart II) Almost
all the rest were war-built ships, with many years of hard service

792-739 O-66—2 1



Chart |

Fleet

behind them. The U.S. fleet added 20 new ships in 1965, ranking

11th among the leading shipbuilders and sixth among nations add-

ing new ships to their fleets. (Chart III and Appendix II.) Fif-

teen of the ships built during the year received construction sub-

sidies, amounting to about half of their $153 million cost. In 1955,

by contrast, U.S. yards built only seven oceangoing ships, six for
"~ U.S. registry and one for foreign owners.

The share of U.S. oceanborne trade carried by U.S.-flag ships
has decreased both in amount and percentage in the last 10 years.
(Chart IV.) There are again several parts to this picture. The
berth liner services, those providing scheduled service on regular
routes, carried 29.7 percent in cargo tonnage of our liner trade on
all routes in 1964 compared with 39.2 percent in 1955. Irregular
or tramp carriers dropped from 15.5 percent cargo tonnage in our
tramp trade to 5.6 percent, and tankers from 23 percent to 3.6
percent cargo tonnage of tanker trade in the same 10-year period.

Of the 460 ships in berth-liner service, about 315 were subsi-
dized by the Government at a cost of about $200 million per year

2



Chart 11

SHIP REPLACEMENT PROGRAM
Mumber of ships Millions of dollars
2 | « . . - w0

5

1956 %% %0 61 & w3 x4 |
in operating subsidy. In addition, all of the large unsubsidized
berth operators in foreign trade have applied for operating sub-

sidies, because they have been unable to accumulate sufficient
profits to replace their aging ships.

Chart 11l

SHIPS COMPLETED
Millions of gross tons .
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The only type of Government aid available to the tramps and
tankers in foreign trade has been in the form of cargo preference,
the reservation of half of Government-financed or sponsored cargo
to U.S.-flag ships. The dependence of U.S. ships on such non-
competitive cargoes is shown in Chart V. The cost to the Govern-
ment in paying the difference between U.S. and foreign freight
rates on such cargoes has been estimated at about $80 million a
year. The financial condition of the subsidized versus some of the
unsubsidized operators is shown in Appendix III.

Domestic shipping, especially the coastwise and intercoastal
trade, had nearly disappeared, dropping from 415 ships in 1955 to
212 in 1965. (Appendix IV) Tramp shipping had dropped less
drastically, from 136 ships in 1955 to 131 in 1965.

While the ship exchange program had in the last 5 years con-
tributed 53 ships to upgrade the unsubsidized fleet, these were still
war-built ships, though many were undergoing extensive conver-
sions. Some successful container services have been instituted in
domestic trade, particularly in the intercoastal run and to Alaska,
Hawaii, and Puerto Rico, which offer some hope of rejuvenating
these important services.

The value of a merchant marine as an adjunct to the military
forces was demonstrated in Operation Steel Pike, an amphibious
exercise conducted by the U.S. Navy and Marine Corps off Spain
in October 1964. Eight large fast merchant ships from the fleets
of subsidized operators and two cargo ships of nonsubsidized op-
erators were called upon to help carry 28,000 marines and their
90,000 tons of equipment across the Atlantic for the mock landing.
The sealift capacity of these ships was attested to by Navy officials
directing the exercise. ‘“Their participation once again demon-
strated what was so essential in World War II and Korea—that
In the amphibious military exercise ‘“Operation Steel Pike,”” merchant ships

helped carry men and supplies. Here a cargo ship unloads a heavy truck
int i ft.




Chart Vi

merchant ships are available to carry a big load in support of our
Armed Forces to trouble spots around the globe,” Secretary of the
Navy Paul H. Nitze said.

Labor difficulties caused serious damage to the merchant marine
during the year. A longshoremen’s strike in January and Febru-
ary 1965, and a strike of several seamen’s unions starting in June
1965 which tied up some 100 of the most important berth liners,
caused not only substantial monetary losses to the workers, the
companies, and the shippers, and to the economy as a whole, but
also a serious loss of confidence in the dependability of U.S. ship-
ping lines (Chart VI). The strikes also had an adverse effect on
the nation’s balance of payments.

In order to improve the shipping capability of the U.S. merchant
fleet, several actions were taken to reduce costs and improve effi-
ciency. The greatest possible use of standard ships and standard-
ized components for ships continued to be required, together with
the ordering of ships in relatively large groups of five or six, to
take advantage of the lower shipbuilding costs made possible by
these means.

Emphasis was also placed on the building of larger, faster ships
as replacements for the subsidized fleet, since such ships give the
U.S.-flag operator an edge in attracting cargo where delivery time
is an important consideration. The 300-ship replacement program
of the 15 subsidized operators reached a milestone with the launch-
ing of the 100th ship, the SS LOUISE LYKES.

Methods of cost reduction such as simplification of contract ad-
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The President’s daughter Luci launched the SS LOUISE LYKES, the hundredth
ship in the subsidized lines’ replacement program.

ministration, and mandatory requirements for value engineering
in construction contracts were employed. The Shipbuilders Coun-
cil of America undertook a study at its own expense of pos-
sible reductions in ship construction cost through modifications to
contract terms, procedures, and specifications now in use.

The use of fully mechanized equipment was required for new
ships—especially centralized control of engine rooms and bridge
control of main engine. A program for mechanizing ships in op-
eration by “retrofit” was also planned, with the mechanized fea-
tures limited to the extent considered technically and economically
feasible. The newly built fully mechanized ships have proved very
satisfactory, resulting in operating subsidy savings at the rate of
about $100,000 per year per ship, and an increase in shipping capa-
bility (measured in terms of capacity times speed) amounting to
26 percent for 10 fully mechanized ships over conventional ships.

As a further effort to hold down unnecessary costs, the Mari-
time Subsidy Board took a much stronger stand than in the past
against payment of subsidy for any costs not found to be “fair and
reasonable” or those in excess of what is required to operate the
ship in ‘“the most economic and efficient manner,” as required by
the Merchant Marine Act of 1936, as amended.



Artist’'s conception of the barge-carrying ship proposed by Lykes Bros. SS Co.

Subsidized vessel operations, operating costs, and shoreside ex-
penses were examined, and corrections made which led to savings
in cost to both the operator and the Government.

Operators were encouraged to submit designs for ships that
would offer possibilities for substantial reduction in operating ex-
pense. The Maritime Subsidy Board proposed a policy statement
giving priority in the future allocation of Federal funds to those
building proposals which it considers will result in the greatest
shipping capability and productivity possible,

One interesting proposal by Lykes Bros. SS Co. was for a float-
on-float-off barge-carrying ship offering the advantages of pre-
loading of large units, cutting port time substantially, and provid-
ing rapid distribution of goods to small ports.

In the Government’s own research and development program,
an intensive investigation has been undertaken of the economic
feasibility of an oceangoing surface-effect ship that might fill in
the gap between the relatively slow displacement ship and the
relatively costly aircraft.

The nuclear ship, the NS SAVANNAH, was scheduled to be
turned over to a subsidiary of American Export Isbrandtsen Lines
for operation in regular commercial cargo service, relieving the
Government of about $4 million annually of the operating expense,
since the technical feasibility of the ship has been demonstrated,
and it has been accepted abroad through demonstration visits to
12 foreign countries.

The Hydrofoil Ship DENISON was to be turned over to the
Navy shortly after the end of the fiscal year to furnish logistic
support for a missile range; it has fulfilled its task of stimulating
interest in commercial hydrofoil operation in the United States,
where a number of privately financed hydrofoil craft are now
either in service or planned.
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Manufacture and testing continued of many new components
for greater navigating safety and more efficient ship operation.
The integration and interdependence of other modes of transport,
the port complex, and ocean ships were under intensive study,
for the ocean ship is only one part of the whole transportation
complex and must be considered always in relation to the whole
system.

Encouragement was given to the increasing use of containers,
which emphasizes this interlocking of land and sea, for the con-
tainers may be loaded at an inland plant, transported by truck,
rail, and barge to port, carried overseas by ship, and delivered
intact to the consignee by land transport in one smooth, swift,
continuous journey.

Aside from the need for more stable labor relations, the need
has been recognized for providing the trained manpower that
will be required by the new ships, and the need to give those now
employed a chance to learn the necessary new skills. A course of
training to turn out officers capable of serving in either deck or
engine departments was to be instituted in fiscal year 1966 at
the U.S. Merchant Marine Academy at Kings Point.

To the greatest extent possible, within the limitations of the
law and appropriations, nonsubsidized and domestic operators
were encouraged through provision of Federal Ship Mortgage In-
surance to undertake new building and reconstruction. The better
type of ships in the reserve fleets were made available under the
Ship Exchange law to replace less economic ships in nonsubsidized
service.

In the past 10 years, 96 new ships or conversions have been
financed through Federal Ship Mortgage Insurance, resulting in
over $1 billion of shipbuilding work in American yards. The 53
ships exchanged from the Government’s reserve fleets for less
economic types owned by nonsubsidized operators have included
18 military C4 troop ships, which have been or are being converted
at a cost to private industry of $75 million.

The Maritime Administration sought to apply the best man-
agement methods to its own operations by improving lines of
communication throughout the agency, reducing unnecessary ac-
tivities, and by establishing regular training courses for especially
selected college graduates and for middle and upper management
employees. Under the Economy, Efficiency, and Effectiveness
Program of the U.S. Department of Commerce, the Administra-
tion saved $983,000 in fiscal year 1965 and planned to save $7
million in 1966 through commercial operation of the NS SAVAN-
NAH, introduction of additional mechanized ships into service,
mandatory application of value engineering items, and similar
programs.

The goal in all the Administration’s activities was, and con-
tinues to be, a more adequate and economic American Merchant
Marine.

792-739 O-66—3 9
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some of the new ships deliv-
red during the year—AMER-
CAN RACER, CANADA MAIL,
nterior of the MORMACARGO;
AORMACVEGA.




GOVIZERNIVIIENT
ASSISTANCIZ

Government aid programs for the U.S. Merchant Marine are
designed to assist and encourage U.S.-flag operators in the operation
and maintenance of an efficient and modern American Merchant
Marine.

Maritime administers the operating-differential and construction-
differential subsidy programs and othér Government aids to merchant
shipping. Under these programs, the Government pays the difference
between certain foreign and domestic costs of ship operation on
essential foreign trade routes. The Government may also pay the
difference between American and foreign shipbuilding cost for ships
to be operated in foreign trade. Under current law, the maximum
subsidy allowed is 55 percent of domestic cost for new construction
and 60 percent for reconstruction of passenger ships.

Construction reserve funds may be set up by a U.S. ship operator
for the purpose of building new vessels for U.S. foreign and domestic
commerce. Such funds are granted certain tax deferment benefits.

The Government pays the cost of national defense features certified
by the Navy as necessary for national defense, but which are found
by Maritime to be in excess of commercial requirements. In addition,
Maritime insures mortgages and/or loans made by private lending
institutions to finance the construction, reconstruction, and recondi-
tioning of ships. It also acquires old ships in exchange for better
types, or for allowances of credit on the construction of new ships.

Maritime investigates and determines which ocean services, routes,
and lines are essential for the development and maintenance of the
foreign commerce and defense of the United States; and the type,
size, speed, and other requirements of ships to provide adequate
service on such routes. Only operators who agree to provide regular
services on these routes are eligible for award of operating-differential
subsidy contracts.

11



Operating-Differential Subsidy

Payments during the year on operating subsidy due for fiscal
1965 and for prior years totaled $213,334,409. Instead of calculating
all rates for a given year for all operators, a program was begun of
calculating all rates for an operator through calendar year 1964.
Rates for two operators were completed. In accordance with recom-
mendations of the Comptroller General, a more intensified system of
verifying U.S. costs was instituted to assure that such costs are proper
for use in ratemaking.

Total operating-differential subsidies accrued from January 1,
1937, to June 30, 1965, were $2,297 million; recapture amounted to
$226 million; subsidies paid amounted to $1,954 million; and net
subsidy payable as of June 30, 1965, amounted to $117 million.
(Appendix V.)

A summary of the 15 operating-differential subsidy contracts in
effect at year’s end is shown in Appendix VI.

Overage ships on which operating subsidy is being paid pending
their replacement are listed in Appendix VII.

The Maritime Subsidy Board reconsidered an.application filed by
Bloomfield Steamship Co. for a new long-range operating-differential
subsidy agreement to replace its original agreement, which was
scheduled to expire December 31, 1964. Since the ownership of the
Bloomfield stock was scheduled to change hands, the award of a
long-term agreement was deferred. The Board did approve a one-
year extension.

Pending Applications

Applications were pending from seven subsidized operators seeking
increased sailings on their existing services, or additional services
on other routes. (Table I.)

Table I
ODS APPLICATIONS FROM SUBSIDIZED OPERATORS

Company Trade route No. sailings
requested !
American Export Isbrandtsen Lines, Inc. ... ________________ 24-30
American Export Isbrandtsen Lines, Inc.. . ... ... R 18-26
American Export Isbrandtsen Lines, Inc. . e mm—— i ———————— 18 R 30
American President Lines, Ltd_..._..__.__ e dee s -
American President Lines, Ltd...._. - 17-17
%nﬁarigzn Prﬁideﬂ; Lin%s, Ltd....__ JE U
elta Steamship Lines, Ine..__._____ e Variable
Lykes Bres. Steamship Co., Inc_..-. R ? 12-12

Moore-McCormack Lines, Inc...._.__ JE .
Prudential Lines, Inc._ ... _______________ ...
United States Lines Co. ...

! The minimum/maximum sailings are shown for new services; the maximum sailings only are shown
where the application involved additional sailings only.

‘An application was received from American Export Isbrandtsen
Lines, Inc., for a determination: that bulk commodity trades are

12



services essential for the promotion, development, expansion, and
maintenance of the foreign commerce of the United States and as
such would be eligible for operating-differential subsidy. The
company requested operating and construction subsidy for 10 bulk
carriers for worldwide operation.

An application was received on February 5, 1965, from Farrell
Lines, Inc., for permission to purchase six cargo ships from “United
States Lines in that company’s Australian service and assignment of
the interest of United States Lines Co. in and to its Australian service,
including its subsidy rights under its operating-differential subsidy
contract. The application was approved on May 26.

The following applications for new operating-differential subsidy
contracts from unsubsidized lines were pending at the end of the year.

Table II
0DS APPLICATIONS PENDING FROM NONSUBSIDIZED OPERATORS

Company Trade routes Sailings Date filed
requested
Atlantic Express Lines of America, Ine_..____| 5-7-8-9________________________ 50-60 |.Nov. 30, 1960
Central Gulf S.8. Corp_ _ ... 1 36-40 | June 16, 1964

Central Gulf S.S. Cor __________________ 44-48 | Oct. 4, 1963

Coordinated Canbbean Transport Inc 65-100 | July 9, 1964
Isthmian Lines, Inc__._.._____________ i 62-76 | Jan. 3, 1957
States Marine Lines, Inc. in 108-168 | May 31, 1965
Waterman S.S. Corp.___._____________________ 5-7-8-9, 21, 22/12, 29, 32 and 109-138 | Jan. 30, 1957

TR 12 (outbound). ’

Construction Subsidy

Bids were requested on 9 new and 3 converted ships. (See Table
II1.) The Maritime Subsidy Board approved construction-differen-
tial subsidy contracts for 3 firms to build 14 ships 2t a total estimated
domestic cost of $173,900,000. (See Table IV.)

Table ITI
BIDS FOR SUBSIDIZED SHIP CONSTRUCTION OR RECONSTRUCTION ISSUED

Owner Number of Design Invitation
ships ate
American Export Isbrandtsen Lines, Inc. 4| CeS-73a ... May 24, 1965
American Export Isbrandtsen Lines, Inc - 12 | 77a (container ship conv.).| June 1 1965
Delta Steamship Lines, Inc.._._________ R 25| C3-8-76@- oo .. Mar. 8 1965
United States Lines, Co R 121 | C4-S-64a________________.. Apr. 20, 1964

I Reconstruction. 2 Contract awarded—see Table IV.

No contracts were allocated under Section 502 of the Merchant
Marine Act, 1936.

This made a total of 133 ships contracted for in the subsidized opera-
tors’ replacement program since 1958 (excluding 4 passenger ships
ordered in 1955). (Chart VII.)

13



Table IV

CONTRACTS AWARDED ON WHICH CONSTRUCTION DIFFERENTIAL SUBSIDY

IS TO BE PAID

American Delta 8.8.
President Lines, Inc.
Lines, Ltd.

United States Lines Co.

Type of ships
N{mber of ships.
Shipyard

Total estimated cost 1. .._.__.__

Estimated construction differ-
ential subsidy.

Estimated cost of national
defense features.

5. =
Ingalls Ship Ingalls Ship
uilding. uilding.
" $57,200,000---____ $53,800,000----__
$30,900,000_______ $28,800,000_____
$38,140_ .__.____. $327,350_ __.__.__

21,

Sun Ship Sun Ship
Building Bnilding &
2Dry Dock Co. d%ry Dock Co.

$38,300,000..-____| $65,025.

None_..._._..__. None.

1 Includes estimated cost of national defense features, changes, and extras.

2 Reconstruction—installation of constant tension mooring winches.

Chart Vii

Moore-McCormack Lines, Inc., fraded in two obsolete ships for a
gross allowance of $937,000 against a new cargo ship built under a
subsidy contract signed in September 1962.

on August 14, 1964.

Applications Pending

At the end of the year applications were pending from seven sub-
sidized operators and from five nonsubsidized operators for con-

struction-differential

14

subsidy.

The ship was delivered



Table V
PENDING APPLICATIONS FOR CONSTRUCTION SUBSIDY

Number Type
ships

Company subsidized:
American Export Isbrandtsen Lines, Inc
American Export Isbrandtsen Lines, Inc._ ..
American Export Isbrandtsen Lines, Inc. ...
American Mail Line Ltd__________________
American President Lines, Ltd__.._______
Moore-MeCormack Lines, Incorporated. . .
Pacific Far East Line, Inc._._._._____.____
Prudential Lines, Inc.... .. ...
States Steamship Company - ..
Nonsubsidized:
Hudson Waterways Corp._..._
Jackson Agents, Inc___._________
Overseas Transportation, Inc.__.
Penn Steamship Company, Inc_.__._.
T.J. Stevenson & Co., InC_ ... ...

General cargo.
Bulk carriers.
Containerships.
Genera}‘ cargo.

“

e

=WNNNN GWHBRRBRNO S

“
“
“

Bulk c?,‘rriers.

“«

“
“

1 Reconstruction.

Two applications were pending for trade-in allowances on eight
obsolete ships to be applied against new construction.

Reserve Funds

On June 30, 1965, balances in seven construction reserve funds
totaled $12,852,878, compared with $12,764,604 at the beginning of
the year. (See Appendix VIII.) Two funds were established during
fiscal year 1965 and two were closed. Deposits in the construction
reserve funds were $1,101,165 and withdrawals $1,012,891. Securities
were increased by $76,931 from sales of $24,246,772 and purchases
of $24,323,703.

Statutory reserve funds of subsidized operators totaled $205,068,847
as of June 30, 1965, consisting of $72,379,572 capital and $132,689,275
special reserve funds as shown in Appendix IX. This represented a
decrease of $14,553,317 from the total at the beginning of the year
when the funds totaled $219,622,164, of which $89,119,040 was in the
capital and $130,503,124 in the special reserve funds. In addition to
mandatory deposits in special and capital reserve funds of the sub-
sidized operators, eight were authorized to make voluntary deposits of
$9,663,294.

Ship Mortgage and Loan Insurance

Federal Ship Mortgage Insurance aggregating $6 million was
placed on two ships, the SS Gulf Trader and the SS Gulf Shipper,
owned by Gulf & South American Steamship Co., Inc., on which
commitments had previously been made.

At the end of the year eight applications for loan and/or mortgage
insurance were pending. They covered the construction of 31 ships,
at a total estimated cost to the applicants of $132 million. Insurance
applied for would cover estimated construction loans of $99 million
and estimated mortgage loans of $99 million.



Mortgage insurance was terminated on two Title XI insured ships.
World Wide Tankers Inc., paid off the mortgage on the SS Barbara
Jane. The original principal amount of the mortgage was $10,560,000
and the balance, paid on December 8, was $8,543,104. The Wash-
ington Tug & Barge Co. paid off the mortgage on the barge Griffnip.
The original principal amount of the mortgage was $360,000, and the
balance, paid on March 31, was $124,074.

There were no defaults on Title XI mortgaged ships. Foreclosure
was averted on the mortgage on the roll-on-roll-off ship, MV New
Yorker, owned by Containerships, Inc., by assignment to Maritime
in fiscal 1964. Successive charters, the most recent of which extends
until 1975, are expected to provide more than sufficient funds for
payments due on the mortgage.

The Titan, on which Maritime foreclosed the mortgage in fiscal
1964, was sold to Globe Seaways, Inc., on October 20, for $8,325,000.

At year’s end the outstanding balance of principal and interest of
insured mortgages and loans and commitments to insure was $421,591,-
404 on 79 ships. Chart VIII shows insurance liabilities over the past
4 fiscal years. '

The Title XI Federal Ship Mortgage Insurance Revolving Fund
received over $2,992,000 in net income during the year, making the
net worth of the fund @,839,6‘563; (See Chart VIII.)
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Intercoastal Containership Application

Maritime denied a request by American Hawaiian Steamship Co.
for an extension of time from January 31, 1965, to Aprl 30, 1965,
within which to carry through its application for Federal Ship Mort-
gage Insurance aid in financing three containerships for intercoastal |
service. The company’s application had originally been filed in‘
August 1955, and had several times undergone extensive revisions.
The company’s application of November 7, 1961, as amended, was
denied in August 1963, by the Maritime Administrator on the basis
that it was not shown to be economically sound.

This decision was upheld by the Secretary of Commerce on appeal,
but he suggested that if the company would ask for insurance on only
50 percent of the cost, investing the other half out of its own capital,
the Government would be willing to consider it.

The application was revised accordingly, and on October 16, 1964,
the project was found economically sound by the Acting Maritime
Administrator, with final approval conditioned upon compliance with
certain stated requirements. The company was given until January
31, 1965, to execute appropriate commitments and otherwise to
1mplement the application.

In requesting a further extension of time, American- Hawauan
stated that it wanted more time to consider the poss1ble use of nuclear
power in the ships. It was also reported that the company or its
affiliates had purchased stock in a company whose subsidiary was the
principal containership operator in the intercoastal trade.

The introduction of these wholly new elements into the proposed
service and application led Maritime to refuse to grant an extension.
The company was invited to submit a new application if it wished to
pursue the use of nuclear propulsion or to submit definite plans if it
wished further consideration of the proposal for three conventionally
powered containerships.

No further action has been taken by American-Hawaiian with
respect to these proposals. The company has advised that further
action on their application is being held in abeyance, and the applica-
tion is considered inactive by Maritime.

e

National Defense Features

Fueling-at-sea equipment was paid for as a national defense feature
on a tanker owned by Hess Shipping Corp. at a cost to the Govern-
ment of $11,640. This brought to $191,580 the amount paid by the
Government since December 1961, for such equipment on 11 tankers
owned by 5 companies: 2 by the 1681 Corp; 5 by Texaco Inc.; 1 by
Dover Tanker Corp.; 2 by Humble Oil & Refining Corp.; and 1 by
Hess Shipping Corp.

Trade Routes

Reports on the essentiality and U.S.-flag service requirements
of the following U.S. foreign trade routes were completed.
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Table VI
TRADE ROUTES REQUIREMENTS

Trade route Number sailings U.S. coastal area/foreign area
number required

2 el 2perweek___.._....__ Atlantic/west coast South America.
100 14 per month North Atlantic/Mediterranean.
120 7 per month_ Atlantic/Far East. .
18 9 per month_ South Atlantic and Gulf/Mediterranean and Black Sea.
17 54 per month. --| Atlantic Gulf and Pacific/Indonesia-Malaya.
23 3permonth__________. Gulf/west coast South America.

Reports on six additional essential trade routes were almost com-
pleted. Limited reviews were also made of several routes in con-
nection with particular applications from subsidized operators for
changes in their services and for construction of replacement ships.

A tractor being loaded on a U.S. ship represents America’s exports.
H ¥
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PIROMIOTION

.

Cargo Promotion

Maritime’s Cargo Promotion Program is designed to increase the
amount of cargo carried by the American Merchant Marine in foreign
and domestic commerce.

Maritime representatives called on shippers to tell them of the
benefits of shipping on U.S.-flag ships. The cooperation of shipping
lines was obtained in improving their services and their cargo solicita-
tion. Trade route analyses, commodity studies, and data on tonnage,
dollar value, and percentages of both carried by U.S.-flag ships were
distributed to shippers and carriers.

The cooperation of shipping lines was obtained to clear up a backlog
of lumber awaiting transport from the Pacific Northwest to the east
coast and to provide space for the movement of plywood from the
Pacific Northwest to Puerto Rico. Lower rates were obtained on
shipment of grain from the Midwest to New England. A study was
made of the need for continued restrictions of domestic trade to U.S.
ships. Efforts were also made to improve the competitive position
of U.S. merchant ships operating on the Great Lakes.

The percentage of liner tonnage carried by U.S.-flag ships on U.S.
essential trade routes increased from 29 percent in 1962 to 30 percent
in 1963, and to 30.4 percent in 1964. U.S. liners on essential routes
carried 13,008,000 tons in 1962 compared with 14,265,000 tons in
1964, a 9.6 percent increase. U.S. cargoes carried by foreign-flag
ships increased from 32,279,000 tons to 32,612,000 tons or 1.2 percent.

U.S. liners carried 13,607,000 tons in 1963 compared with 14,265,000
tons in 1964, a 4.8-percent increase. Foreign ship tonnages carried
increased from 31,750,000 to 32,612,000, or 2.6 percent.

Plans were developed for initiating a “Ship American’’ and an “M”
Award Program under Commerce sponsorship to induce more Ameri-
can companies to use the U.S. Merchant Marine, in line with the
President’s balance of payments program.
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Cargo Preference

The Maritime Administration exercises general surveillance over
the operation and administration of the Cargo Preference Act.

Maritime continued to work closely with the State and Agriculture
Departments and with shipping lines to insure that U.S.-flag shipping
received at least 50 percent of Government-owned or -financed cargoes.

The Grievance Committee on Cargo Preference Administration,
established in fiscal year 1964, continued to function as a forum for
the review and settlement of issues arising out of cargo preference
policies and administration.

Waivers

Under Public Resolution 17 all cargoes financed through the Export-
Import Bank are to be carried by U.S.-flag ships unless these ships
are not available at reasonable rates and conditions. It has been
Government policy to grant waivers permitting 50 percent of.such
cargoes to be carried on ships of recipient nations, so long as there is
no discrimination by that country against U.S.-flag ships. Labor and
management members of the Grievance Committee objected to the
granting of waivers on this basis, and the matter was referred to the
Attorney General for his opinion. He ruled that Public Resolution 17
was not mandatory, and that the Government could continue to grant
waivers where no discrimination was practiced against U.S. ships.

Maritime approved 25 general waivers of Public Resolution 17 to
11 nations, authorizing foreign ships to carry up to 50 percent of their
U.S. purchases financed by the Export-Import Bank. Maritime con-
sidered each waiver in the light of the treatment accorded U.S.-flag
vessels in trade with the nation concerned. More than 70 percent of
all exports sold under Export-Import Bank loans has been carried on
U.S.-flag ships.

Containers

Cargo handling studies were pursued, with emphasis on increased
use of cargo unitization. Plans were made for container movements
from inland break-bulk points in the United States to inland break-bulk
points in England. Efforts are being made to work out single docu-
mentation and provision for inland custom and other inspections in
order to realize the full potential of such a container movement.

Maritime participated through meetings with American and inter-
national groups in promoting container standardization. There was
some progress toward agreement on the development of structural
specifications, test procedures, handling and securing methods, and
an identification and marking system.

Planning for improved stowage and handling of containers is
included in consideration of all ship designs.
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Paperwork Simplification

In cooperation with shipping associations, ship line forwarders, and
other Government agencies, Maritime helped to develop a standard
short form ocean bill of lading. A master duplicator form with eight
related compatible forms was developed. The master duplicator can
be filled out in a single typing operation and the other documents
quickly reproduced from it. Many office machines in common use
can be employed in reproducing needed copies of shipping documents
from the master, and it was also designed to be readily adaptable to
automatic data processing.

The forms were distributed throughout the industry for evaluation
in use. First reports indicated extensive savings in time and costs of
preparing shipping documents.

Port Development

Maritime continued to provide consultation services to the Area
Redevelopment Administration on port development in depressed
regions of the country. A technical study was completed on a pro-
posed all-purpose marine terminal at Ogdensburg, N.Y., which found
this aspect of the ARA regional plan to be particularly promising in
its potential for assisting the economy of the area.

Maritime sent representatives to Alaska to survey port damage
caused by the 1964 earthquake and to render any assistance possible.
In addition to studying the main disaster area, they visited primary
ports in other areas of the State. The information they compiled on
port facilities, water transportation, and the relation of the two to the
overall development of Alaska’s economic resources was published in
“Survey of the Ports of Alaska.”

Following a request by the Indian Minister of Food and Agriculture
to the Agency for International Development, a U.S. team led by the
chief of Maritime’s Division of Ports toured the major ports of India.
Port congestion had caused delays in the handling of U.S. wheat
shipments to India, resulting in serious food shortages. The AID-
sponsored team suggested means of improving port operations on a
short-term basis, and in their final report recommended changes in
equipment and methods to improve long-range prospects for more
efficient cargo processing.

Port specialists from this agency were also working closely with the
President’s Study Commission on River Basins concerning the needs
and opportunities for land and water resource development. Mari-
time was also represented in the Department of Commerce Task
Group on Water Resources, which was preparing comprehensive plans
for improving the general condition of U.S. river basins. Forecasts.
of future terminal needs for accommodating oceangoing ships in the
basin’s ports were made to assure that ports will be adequate to meet
shipping requirements.

The third volume of Part I of Port Studies, “U.S. Seaports—
Gulf Coast,” was issued during the year.
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Merchant Marine Week

The Maritime Administration celebrated the 15th anniversary of its
establishment on May 24, 1965. The occasion was marked by ob-
servances during ‘“‘Merchant Marine Week,”” May 18 through 24. A
nationwide contest for high school students sponsored by the maritime
industry culminated in the winning National Maritime Day poster
being placed on a District of Columbia mailtruck by the Secretary of
Commerce and the Postmaster General.

Subsequently, postal delivery trucks throughout the country
carried the red, white, and blue design with the legend ‘For Trade or
Trips—American Ships”’ throughout the month of May. Mayors and
postmasters in towns and cities throughout the country joined in
placing the posters on post office trucks in their areas. Many of the
mayors issued proclamations in honor of Maritime Day. These cere-
monies engendered a large number of newspaper stories, editorials,
and radio and television programs on the importance of the U.S.
Merchant Marine.

The Secretary of Commerce presented first prize to the winner of the
poster contest, Nelson Hegeman, of Snyder, N.Y., in ceremonies at
the Capitol Rotunda.

The first section of a permanent exhibit hall titled ‘“This Is Your
Merchant Marine,” filled with educational material on the modern
Merchant Marine was opened at the Maritime Administration’s
headquarters in Washington.

A daylong symposium on ‘“Promotion and Development of the
U.S. Merchant Marine’” was attended by representatives of all seg-
ments of the maritime industry.

The Maine Maritime Academy training ship ‘“State of Maine”
visited Washington and held open house throughout the week. In
addition to cadets from the Maine school, the ship carried lifeboat
crews from the New York State Maritime College, the U.S. Merchant
Marine Academy, and the Massachusetts Maritime Academy. To-
gether with a crew from the Texas Maritime Academy, they joined in
a lifeboat race on the Potomac on Maritime Day, May 22, which was
won by the Massachusetts cadets.

Ceremonies following the lifeboat race included an address by the
Secretary of Commerce, a-small-craft parade, and the award of the
American Merchant Marine Seamanship trophy to Captain Joseph
Cox of the SS President Wilson, for the rescue by his crew of members
of a sinking Liberian-flag freighter.

On May 24 the anniversary observances included special commenda-
tions to the Chairman of the House Merchant Marine and Fisheries
Committee and to the Chairman of the Senate Commerce Committee
for their work in promoting the Merchant Marine. Twelve outstand-
ing Maritime employees were given special awards for superior service.
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Maritime Week was celebrated wit
many ceremonies—band concerts,
poster contest, a lifeboat race, a me
chant marine exhibit, and Maritirr
employee awards.
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A ‘‘captured air bubble” suppoé the surface-effect ship above the wéter.

RIESIEARCIHH AND
PIEVIEL.OPRPVIENT

Maritime’s research and development effort is directed to increasing
the competitiveness of the U.S. Merchant Marine by reducing the
cost of ship construction and of ship operation and maintenance.

NS Savannah

In May of 1964, with American Export Isbrandtsen Lines acting
as general agent, the Savannah left Galveston for a trip up the east
coast and then departed from New York for Germany, Ireland, and
England; a second Atlantic crossing in the fall took her to ports in
Scandinavia. Two later sailings put her in Holland, Belgium, and
France; then Lisbon, Barcelona, and Naples. Her last voyage under
Maritime-AEC auspices: was to San Juan and Piraeus in the first 2
months of 1965. The ship was then laid up on March 15 at the
Todd Shipyard Nuclear Ship Facility in Galveston, Tex., for her
annual Coast Guard inspection. In her 2 years of operation she
made good will calls at 46 world ports, received 1,389,780 visitors,
and carried 848 passengers, and 4,800 tons of cargo. Twelve bilateral
agreements with foreign countries were negotiated to permit the ship
to enter foreign ports for demonstration visits. The question of
indemnity in the unlikely event of a nuclear incident was effectively
solved by the application of the Price-Anderson Act in the acceptance
agreements.

On May 20, Maritime signed a letter of agreement in principle
with First Atomic Ship Transport, Inc., a wholly owned subsidiary
of American Export Isbrandtsen Lines, for commercial operation of
the Savannah under a bareboat charter.
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The NS Savannah is expected to make about six voyages a year
on Trade Route 5-7-8-9 (U.S. North Atlantic to Europe) and about
two each on the U.S. to Mediterranean run, Trade Route 10, serving
Spain, Portugal, Italy, France, Belgium, the Netherlands, and
Germany.

Provision was made for the Maritime Administration to assume
estimated vessel and voyage expenses over and above estimated
voyage revenues. If, however, the difference between costs and
revenues exceeds or falls below the basic estimates, the company and
the Government will share within stipulated limits the additional
costs or savings under a fixed formula.

Commercial operation of the ship was expected to save the taxpayer
an estimated $4 million yearly over the cost of her operation by the
Government as a demonstration ship. At the end of the first year
of operations under the charter, revenues and expenditures were to
be reviewed, and a new formula will be devised for an equitable
allocation of costs and losses which may be incurred in the following
year.

The Savannah was the first nuclear-powered merchant vessel to be
issued a Nuclear Cargo Ship Safety Certificate under the provisions
of the International Convention for the Safety of Life at Sea, 1960;
and had the further distinction of being issued the first nuclear ship
reactor license, number NS-1, by the Atomic Energy Commission for
the operation of her reactor by FAST.

Hydrofoil Ship Denison

In fiscal 1965 the oceangoing Hydrofoil Ship Denison was bareboat
chartered to its builder, Grumman Aircraft Engineering Corp., for
further experimental studies. The company notified Maritime in
June that it wished to terminate the charter. After the end of the
fiscal year it was turned over to the Navy Department to assist in
logistic support at the missile range at Point Mugu.

Surface-Effect Ship

An extensive economic feasibility study was undertaken of a new
ship concept, the surface-effect ship. Technical and economic studies
to date show promise for the SES as a valuable addition to the
American merchant marine.

Advanced Nuclear Ships

Naval architects and economists were working with shipowners to
study possible economically competitive ship systems using nuclear
propulsion on several promising trade routes. Reactors more ad-
vanced than the Savannah reactor were considered in the studies,
which will form the basis for future nuclear ship program plans.
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Ship Design

To improve and speed up basic ship design, engineering calculatlons
were being worked out by computer. Computer programs were
devised for shafting and bearing system alignment analysis and cargo
gear stress analysis. New programs were under development, such
as a shaft coupling study, cross-curve calculations and ship-motion
and damping studies. These were expected to result not only in
further technical manpower economies, but also in improved designs.

Maritime completed a final draft of a set of standard specifications
for cargo ship construction as a guide for naval architects to help
standardize design in the development of ship specifications. The
draft was submitted for comments from the marine industry, and the
final specification was scheduled for distribution by November 1, 1965.

Current and new designs of power plants were to be improved to
take advantage of experience now being obtained with mechanization.
Centralized engineroom consoles incorporating remote controls,
momtormg, logging and alarm functions, and bridge control of main
engine were providing the means for improved plant operation with
reduced effort. A long-term advantage was expected because of
consolidation of key data, assembled and automatically recorded in
one centralized location, thereby giving an effective and prompt signal
of the condition of various components throughout the machinery
space.

Five of the Coast and Geodetic Survey ships under construction had
centralized engineroom control, permitting a higher scientific-to-
operating crew ratio than was formerly possible. Careful study of the
performance of these teatures should permit further improvement to
following ships.

Other Design Improvements

Further improvements were planned for steam turbine propulsion
plants by extending the use of packaged designs of component equip-
ment and greater simplification of equipment and piping systems..
The single steam boiler plant planned for installation on American
President Lines cargo ships under construction was a noteworthy
departure from a long-established marine practice of having two
smaller boilers.

Further developments in large bulbous bows which were expected
to result in lower power requirements and substantial fuel savings
were being applied to new ships for testing. Analytical and experi-
mental work was continuing on contrarotating propellers, which
should make possible an increase in the power range of single screw
ships.

Design studies were undertaken of a fast prototype cargo ship
beyond present commercial speed ranges, utilizing latest developments
in propulsion systems and cargo handling.

Maritime evaluated various navigational aids, developed a proto-
type of an electronic “lookout assist” device, and began a study to
improve mooring techniques and equipment.
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Ports and Cargo Handling

About half the transportation cost for general cargo in foreign
trade is incurred in port. Since a ship spends about half its time in
port, design changes that speed up a ship at sea may be canceled out
by port delays. Maritime is theretore cooperating with industry to
improve cargo handling. Together with the Ports of Long Beach and
Los Angeles and the University of California, it sponsored a sympo-
sium devoted to exchanging views on the unitization of cargo and on
the coordination of ships with connecting transportation systems.
Research into new methods of communication and information
processing to improve such coordination was urged by speakers.
Plans for research were coordinated with those of the American
Association of Port Authorities.

Sea Temperature Research

At the request of the U.S. Naval Oceanographic Office, Maritime
approved a bathythermograph data collection program on the SS
Contest, operated by Pacific Far East Line under general agency for
the Military Sea Transportation Service. The program consists of
recording sea temperatures and transmitting them to weather centers
for use in military operations.
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A new cargo ship under construction.




SiHIR
CONSTRUCTION

The number of merchant ships of 1,000 gross tons and over which the
Maritime Administration subsidized, private ships on which Mari-
time has information, and Government-owned ships under construc-
tion, conversion, reconstruction, or on order in private U.S. shipyards
increased from 52 on July 1, 1964, to 62 on June 30, 1965, as shown in
table VII.

Table VII
SHIPS UNDER CONSTRUCTION
Number of ships
Total New Conversions
Under contract, July 1, 1964____..________________________________ 52 49 3
Contracts awarded during 1965 ______________________ 42 120 22
Subtotal ..ol 94 69 25
Completed during 1965 .. 32 20 12
Under contract June 30, 1965________________________________ 62 49 13

1 Excludes Marietta Manufacturing Co. contract for 2 survey ships, which was terminated on Nov. 18,
1964, and reawarded to Aerojet-General Shipyards, Inc., on May 24, 1965.

The 62 ships remaining under contract at the end of the year had a
contract value of about $568.4 million. Of these, 38 with a contract
value of approximately $438.5 million, were being built under the
subsidized operators’ replacement program.

In addition to award of contracts for 14 new cargo ships and for
installation of constant tension mooring winches on one cargo ship for
subsidized operators (see Table IV), contracts were also awarded for
one privately financed tanker and for construction of the following
special vessels for the Coast and Geodetic Survey:

Design Type Number
S1-MT-MA63a_ - ____________ Hydrographic Survey.__._________ 12
SI-MT-MA70a__ . ____________ Hydrographic Survey.__.__.______ . 2
SI-MT-MA72a__________________ Hydrographic Survey.._____.____ 1
SI-MT-MA7la__________________ Wire Drag Survey____________.._ 2

I Contract transferred from Marietta Manufacturing Co.
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A contract for two ships for the Coast and Geodetic Survey which
had been awarded to the Marietta Manufacturing Co. of Point Pleas-
ant, W.Va., on November 19, 1962, at a contract price of $6,822,458,
was canceled on November 18, 1964, after a finding that events of
default Had occurred under the contract, because of failure of the yard
to remedy its inadequate progress and its financial and labor de-
ficiency. Invitations for reprocurement of the two ships were issued,
and the contract was awarded to Aerojet General Shipyard, Jackson-
ville, Fla., on May 24, 1965, for $7,308,542.

Government-owned material originally intended for use in the
construction of the ships by Marietta was furnished to Aerojet for
use in building the ships. The difference between the two contract
prices, together with progress payments already made to Marietta,
amounting to more than $1% million, would be the responsibility of
the Marietta Manufacturing Co.

An important part of Maritime’s design work was in designing
special purpose ships for the Coast and Geodetic Survey. One
design for a wire dragger, embodying a completely new concept for
increased task efficiency, was completed and under construction. A
new modified ocean survey ship, with centralized engineroom control,
was under development. Smaller and more compact than previous
ships of this class, the design features flexibility to allow for future
development and scientific equipment and techniques, and incor-
porates the latest advances in auxiliary propulsion and maneuvering
devices.

Ship Deliveries

On July 1, there were 44 new ships being constructed under Mari-
time Subsidy Board and Maritime Administration contracts. Of.
these, 15 were completed during the fiscal year. The installation of
constant tension mooring winches on the SS American Racer was also
completed. A summary of these deliveries appears in Table VIII.

Table VIII
SUBSIDIZED SHIP DELIVERIES
Owner Design Delivered

Moore-McCormack. . . .. 6
U.S. Lines . - . oo C4-8-64 4
American Mail_________ 2
Gulf & South American 3

15
U.S. LiNes. oo oo C3-8-64a..__ ... 11

1 Installation of constant tension mooring winches.

In addition, 5 new private tankers and 11 tanker and freighter
conversions were completed.

On June 30, 1965, 49 ships were under construction or contract,
including 38 being built with subsidy under the replacement program,
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The control console of a mechanized engine room.

1 private tanker, 1 ship for MSTS, and 9 for Coast and Geodetic
Survey. (See Appendix X.)

Mechanization

Shipboard mechanization continued to be the most immediately
effective method of obtaining cost reductions in ship operation.
Thirteen new subsidized cargo ships were delivered with provisions
for mechanized enginerooms. An additional 35 mechanized cargo
ships were under construction. All applications for construction
subsidy must include mechanization as a basic requirement of the
design.

In addition to new construction, a program was planned to install
limited mechanization on replacement cargo ships previously delivered
without such features. The extent of mechanization which may be
practicable to install will be limited by economic considerations.
Maritime was working out a uniform mechanization guide or speci-
fication for retrofitting several different cargo ship designs and estab-
lishing an evaluation of the economic results to be expected in reduced
manning. Final economic determinations on the retrofit program
will depend upon labor-management agreements.

Fishing Vessels

The United States Fishing Fleet Improvement Act authorizes the
Secretary of the Interior to pay up to half of the construction cost
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of a new fishing vessel. The law requires the fishing vessels to be of
advanced design and to carry the most modern gear available in order
to compete with foreign fishing vessels. On behalf of the Department
of the Interior, Maritime administers the technical and shipyard
contracting aspects of the program.

By June 30 four applications under this program had been processed.
One vessel was under construction, and invitations to bid had been
issued for two others. One application was withdrawn by the owner
after bids had been received.

Twenty applications were approved by the Department of Interior
for submission to Maritime as soon as bidding plans and specifications
were prepared. Fifteen additional applications were awaiting public
hearing. The vessels included many types (scallopers, shrimpers,
tuna seiners, etc.) and were received from New England, Gulf, and
Pacific coast areas.

To reduce the cost of plan preparation for small-boat owners,
Maritime drafted for Interior a complete guidance specification,
which may be used by naval architects in preparing contract speci-
fications.

Trials and Guarantee Surveys

Sea trials and acceptance surveys were conducted on 15 subsidized
ships and final guarantee surveys on 10. A final guarantee survey
was also made on the SS Mount Washington, built with Federal Ship
Mortgage Insurance aid.

Value Engineering

The Value Engineering Program for reduction of shipbuilding costs
resulted in savings on subsidized shipbuilding of approximately $1.9
million, of which about 47 percent accrued to the Government and
the rest to industry. Fourteen letters on value engineering informa-
tion were issued to the industry.

The Comptroller General submitted a report to Congress in June,
entitled, “Unwarranted Construction-Differential Subsidy Payments
Resulting from Inadequate Implementation of Value Engineering
Program.” The letter said that greater savings could have -been
made by stricter enforcement of value engineering proposals. In
response, Maritime began reevaluating all its value engineering
information letters, based on previous experience, to determine which
proposals could be made mandatory, which would be for guidance,
and which might be adopted at the yards’ option.
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A reserve fleet ship converted to a container ship under the Ship Exchange
program.

OPRPERATIONS

Charters and General Agency Operations

At the end of the year, 23 Government ships were under bareboat
charter, 4 more than at the close of the preceding year. Three were
war-built ships chartered for use in the Alaskan service; 3 were ships
traded in on construction of new ships and used by the former owners
to maintain their services until the new ships were completed; 16
were traded in on Government ships under the exchange program
and employed by the former owners until the exchange ships could
be placed in service; 1 was the Hydrofoil Denison, chartered to the
builder to permit further testing.

During the year three Government-owned ships were under assign-
ment to two general agents. Two were refrigerated ships operated
by Pacific Far East Line, Inc., to meet requirements of the Military
Sea Transportation Service in the Pacific. The other was the NS
Savannah, assigned to American Export Isbrandtsen Lines, Inc., for
demonstration voyages.

National Defense Reserve Fleet

At the end of the year 1,594 ships were in the National Defense
Reserve Fleet. During the year 30 ships were received and 175 were
withdrawn, a net decrease of 145. Arrivals and withdrawals are
shown in Table IX.
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Table IX
ARRIVALS AND WITHDRAWALS FROM RESERVE FLEETS

Reasons or source Arrivals Withdrawals
Bareboat charter . __________..._____________________________ . 1|
Exchange program (Public Law 86-575 PRI 8 ek 6 8
Navg ................................. e R AT 5 15
Ready status (Denison) ... ....________ b NSNS AR IRY PR e ce 1
Title X1, MMA 1936 (T'itan and New Yorker)__._._ Cin - 1 2
Tradedn. oo ooooiuil__lolluunioilhl i e e e | O S
Consolidation of priority ships—transferred from Wilmington to James River. 11 11
Drydocking for bottom inspeetion.___________...____________________________ 1 1
Loaned to Texas Maritime Academy (Public Law 85-672)_ __________________|._____________ 1
Sold: 94 Libertys, and 41 miscellaneous types sold for serap, 1 miscellaneous
typesold foroperation. _________________ .. . ... )i 136
30 175

The number of ships located in each of the eight reserve fleets is
shown in Table X.

Table X
SHIPS IN RESERVE FLEETS

Fleet No. of Fleet No. of
Ships Ships

Hudson River, N.Y____________________ 183 || Suisun Bay, Calif_._____________________ 288
James River, Va_._________ 349 || Astoria, Oreg.__.___. e 121

Wilmington, N.C.._.______ 98 || Olympia, Wash. 143
Mobile, Ala_ ... - 232
Beaumont, Tex 180 1, 504

This total represented a decrease of 474 ships from 1955. (See
Appendix XI.)

The number of priority ships remained at 960 throughout the year.
The total number of Liberty ships designated as an Emergency
Reserve, apart from the priority ships retained for national defense
purposes, was reduced from 400 to 388.

One hundred percent of the preservation work scheduled on the
960 priority ships was fully completed at the end of the year. In
addition, 99 percent of the scheduled yearly work on the 388 Emer-
gency Reserve Liberty ships was completed. No further preserva-
tion work was planned on this group.

Ship Repair and Maintenance

In connection with operating-differential subsidy for repairs, 29
surveys were made to establish outstanding defects and deficiencies
on ships in subsidized service.

There were 2,435 repair surveys made to verify the necessity for
repairs and their satisfactory completion, drydocking and underwater
work on subsidized ships, and 2,073 repair summaries submitted by
subsidized operators were reviewed to determine eligibility for subsidy
and the fair and reasonable costs for these repairs. Repair costs
totaled $43.8 million, of which $821,000 was found ineligible for sub-
sidy. Surveys were arranged, cost estimates prepared, and super-
vision and inspection provided on repair and reconditioning of nine
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self-propelled lighters and two small tugs declared surplus by the
Navy and transferred through AID to Pakistan.

Approximately 1,400 other surveys, inspections, and repair cost
estimates were made to assure compliance with various contractual
requirements.

Foreign Transfers

On August 19, Maritime’s Foreign Transfer Policy was revised to
provide that each application for foreign transfer of private U.S.-flag
vessels of 3,000 gross tons and over would be considered on its indi-
vidual merits, with consideration being given to:

(1) Type, size, speed, general condition, and age of the vessel;

(2) Acceptability of the foreign buyer and country of registry;

(3) Need to retain the vessel under U.S. flag or ownership for
national defense, maintenance of an adequate Merchant
Marine, foreign policy of the United States, and the national
interest.

On vessels under 3,000 gross tons, the statement provided that
foreign transfer of such vessels will generally be approved if the vessel
is not needed for reasons of national defense, and the foreign buyer
and country of registry are acceptable.

Ninety-three applications were approved under the policy during
the year, 24 more than in fiscal year 1964. (See Chart IX.) Of the
93, 69 with a total gross tonnage of 456,242 and an average age of 27
years were under U.S. flag when approval was granted. Approxi-
mately half the 69 were sold for scrapping abroad. Three U.S.-flag

‘Chart IX
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cargo and/or passenger ships (SS America, President Hoover and Presi-
dent Polk) were approved for operation under foreign flag. In
addition to standard foreign transfer conditions, a trading restriction
was imposed which, with minor exceptions, prevents these vessels from
trading with U.S. ports, territories, or possessions for 5 years without
Maritime approval.

Twenty-four of the 93 were undocumented and never registered
under U.S. flag, having been constructed in the United States for
foreign corporations, or registered under foreign flag but owned by a
U.S. citizen. (See Appendix XII.)

Charter of U.S.-owned ships to aliens was approved on 17 ships of
1,000 gross tons and over.

To ships previously transferred to foreign ownership and flag, over
which Maritime continued to exercise contractual restrictions, ap-
proval was given for:

1. The transfer to other foreign ownership and flag of 10 ships
and to U.S. ownership, without change in flag, of 5 ships.

2. The sale of 25 ships from one alien to another without change
of flag.

3. The sale of 28 ships by aliens for scrapping.

4. The transfer to aliens of stock ownership in 10 ships.

Under provisions of the Ship Mortgage Act, 1920, as amended,
Maritime approved surrender of the marine documents of 366 U.S.-
flag vessels for change of ownership, home port, name, rig, etc.

User charges for filing applications for foreign transfers and similar
actions amounted to $31,710.

Facilities Management

Real property of the Maritime Administration includes reserve
shipyards at Richmond, Calif., and Wilmington, N.C.; terminals at
Hoboken, N.J., and Norfolk, Va.; warehouses at Kearny, N.J.,
Norfolk, Va.; New Orleans, La.; and Richmond, Calif.; reserve
training station at St. Petersburg, Fla., and the U.S. Merchant
Marine Academy, Kings Point, N.Y.; and Reserve Fleet sites at
Tomkins Cove, N.Y.; Lee Hall, Va.; Wilmington, N.C.; Mobile,
Ala.; Beaumont, Tex.; Benicia, Calif.; Astoria, Oreg.; and Olympia,
Wash.

The Hoboken Terminal is under long-term lease to the Port of
New York Authority; portions of the Norfolk Terminal are under
lease to the city of Norfolk, and the St. Petersburg Training Station
is leased to the State of Florida.

The Norfolk Terminal, the Richmond Shipyard, the Richmond
Warehouse, and the St. Petersburg Training Station were declared
excess to the General Services Administration, which was screening
other Government agencies to determine if they had any need for the
Norfolk or Richmond properties. Final disposition of the St. Peters-
burg Station awaited the decision of the Department of Health,
Education, and Welfare on whether or not to allow the State to
acquire permanent possession.
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Rents from leases of real property to private interests during the
year amounted to $364,500. ]

Disposition of the terminal, shipyard, and warehouse should result
in estimated savings of $262,000 in the budget for fiscal year 1967.
However, there will also result a reduction in real property rental
income of approximately $342,000 for fiscal year 1967. There is no
income or expense resulting from owning the St. Petersburg training
facility.

Material Control and Disposal

Rental of mobilization reserve machine tools and equipment to
commercial concerns working on defense contracts or in support of
Merchant Marine programs produced a revenue of $321,721.

On July 1, 1964, marine equipment on loan to steamship operators
and other Government agencies was valued at $260,707, new loans
of material valued at $203,956 were made. At the end of the year
equipment valued at $284,351 was on loan. User charges collected
from operators for this equipment amounted to $2,524.

Excess personal property having an acquisition value of $3,197,407
was disposed of. Property with an acquisition value of $1,591,746
was donated or transferred to other Government agencies. Property
having a value of $8,581 was destroyed or abandoned, and property
with an acquisition value of $1,597,080 was sold for $320,722.

Warehouse inventories were reduced by $16 million over the past
several years, leaving equipment valued at approximately $14 million.
This level was expected to be maintained.

Ship Sales

Ninety-four Libertys were sold for scrap and/or nontransportation
use for a total of $4,690,222. Sale of 686 Libertys from 1958 through
1965 had resulted in a total return to the Government of $43,083,965.

In addition, 41 non-Liberty surplus ships were sold for scrap and/or
nontransportation use for $2,245,256. The tanker Siwanoy, acquired
by the Government as an exchange ship, was sold for $131,250, for
scrapping abroad. The sales of 116 non-Liberty ships sold from
1958 through 1965 had returned $8,033,959 to the Government.
(See Chart X.)

The tanker Mission San Antonio, returned to Maritime by the Mili-
tary Sea Transportation Service, was sold for $411,000 for U.S.-flag
operation in grain trade. The SS Titan, a bulk oil carrier built in
1960 with Title XTI aid, and acquired by the Government in July 1963
through mortgage foreclosure, was sold in October for unrestricted
U.S.-flag operation for $8,325,000.

Exchanges

Under Public Law 86-575 Maritime exchanged during the year
18 Government-owned for private war-built cargo ships. Eleven
traded out were C4 troopships, one was a C3 cargo ship, 3 were C2
cargo ships, and 3 were Victorys. In the 5 years preceding this
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Chart X

report, Maritime exchanged 53 Government ships for 57 pnvate
war-built cargo ships. (See Chart XI.)

In addition to the ships acquired by the Government under this
program, excess value of the ships going to operators over those
traded in brought approximately $3,765,000 to the Government,
subject to adjustment when contract work on certain of the ships
is completed.

Chart XI
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An analysis of seafaring employment is being made from U.S. Coast
Guard merchant vessel personnel records. All employment data for

calendar year 1963 and 75 percent of data for calendar 1964 were
processed.

Labor Data and Labor-Management Relations

Seafaring employment during nonstrike months averaged 47,160
shipboard jobs, compared to the 47,500 monthly figure for last year.

Employment in commercial shipyards with facilities to construct
oceangoing ships 475 by 68 feet, averaged 53,900 production jobs per
month; an average 8,000 above that of 1964.

The longshore labor force followed the normal employment pattern
of about 70,000 men, although more than 88,000 men were usually
available for work. Approximately 19,000 were classified as casual
labor.

A longshore strike on the Atlantic and Gulf coasts tied up U.S. and
foreign flag shipping for various periods from January 11 through
March 13.

A labor-management dispute over contract renewals with various
seamen’s unions began on June 16, which had tied up 115 U.S.-flag
ships on the Atlantic and Gulf coasts by June 30, 1965.

Three subsidized operators placed 13 mechanized cargo ships in
operation, withdrawing 14 conventional ships. The ship capability
units (speed times bale cubic) of these three operators increased 17.4
percent, despite the one-ship decrease, and the ship capability units

per wage dollar increased by 55 percent, because of reduced crew
complements.

United States Merchant Marine Academy

The U.S. Merchant Marine Academy, at Kings Point, N.Y., had
an average of 950 cadets in training; 191 successfully completed the
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4-year course of instruction. Ninety received U.S. Merchant Marine
officer licenses, issued by the U.S. Coast Guard, as third mates, and
101 as third assistant engineers. They also received bachelor of
science degrees and, if qualified, commissions as ensigns in the U.S.
Naval Reserve.

A comprehensive review and revision of the curriculum at the
academy was completed by the faculty and a committee of professional
and academic experts. An experimental combined deck engine
curriculum was planned for introduction in September 1965. This
was designed to qualify cadets to be either engine or deck officers,
and would give greater flexibility of choice to both shipping lines and
cadets by providing in advance for possible fluctuations in demand
for deck or engine officers.

State Maritime Academies

The State Maritime Academies at Vallejo, Calif.; Castine, Maine,
Buzzards Bay, Mass.; Galveston, Tex.; and New York State Maritime
College at Fort Schuyler, N.Y., had a combined average enrollment
of 1,450 cadets during the year. Some 1,400 of these cadets received
a Government allowance of $600 each toward the cost of uniforms,
textbooks, and subsistance, and each school received an annual
Federal assistance payment of $75,000 for use in the maintenance
and support of the school. One hundred fifty-four graduates received
U.S. Merchant Marine Officer licenses as third mates and 223 as
third assistant engineers. All who qualified received commissions
as ensigns in the U.S. Naval Reserve. Graduates of the New York
State Maritime College also received bachelor of science degrees.

The Texas Maritime Academy completed its first 3 years of opera-
tion on June 30, 1965. The training vessel, TV Texas Clipper (formerly
the SS Excambion) was withdrawn from the Hudson River Reserve
Fleet for loan to the school.

Seamen Training

The Maritime radar observer training program continued in New
York, New Orleans, and San Francisco. Since its beginning in 1957,
more than 8,940 certificates of course completion have been issued.
The Atlantic Coast District started 5-day advanced radar simulator
courses, giving seamen maneuvering practices under simulated sea
conditions, using radar only. Approximately 190 completed this
course.

The Gulf Coast District added a Loran course to its training pro-
gram; 23 licensed officers completed the course. ,Over 2,000 men
completed nuclear, biological and chemical warfare and damage-
control training in San Francisco, in a program supported by both
Maritime and the Military Sea Transportation Service.
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Merchant Marine Awards

Meritorious Service Medals were awarded for acts of heroism to
two SS Titan crewmembers, one crewman on the SS Amoco Virginia,
six on the MV Yacona, and 15 members of the SS President Wilson
crew. The SS President Wilson was given a Gallant Ship Award,
and 350 members of the crew were awarded Gallant Ship Unit Cita-
tions. The master of the ship, Capt. Joseph Cox, also won the
American Merchant Marine Seamanship Trophy.

The Maritime Administrator presents the American Merchant Marine Seaman-
ship Award to Capt. Joseph Cox, Master of the SS PRESIDENT WILSON, which
rescued 18 members of the crew of the sinking Liberian-flag freighter AGIA
ERINI L.
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ADWVIINISTRATION

Internal Management

Efforts to improve efficiency, economy, and effectiveness of opera-
tions were continued. As a result of management surveys, modified
ship repair and maintenace procedures were instituted, and certain
facilities management functions were decentralized, resulting in
elimination of 15 positions. Other cost reductions were achieved by:
(a) rescheduling work steps for preservation of ships at Reserve Fleet
sites; (b) consolidating Pacific coast audit functions; (¢) closing the
insurance office in London and the agency records center in Washing-
ton, and (d) reducing security forces at reserve anchorages. These
and other actions resulted in savings of $983,000 for the year.

The agency established a management information reporting system,
which defined the purpose of each major program and provided
indexes for reporting and evaluating each activity. This system was
designed to serve as a basis for executive management and control
of all programs and operations.

A cost finding system was instituted to determine total cost of each
program, which was expected to facilitate more effective management
of program productivity and allocation of appropriated funds to the
best advantage.

After a review of all reports required from the public, 4 were
eliminated and 10 simplified. A study was begun to determine
feasibility of converting automatic data processing equipment to a
magnetic tape computer system providing greater capacity and
versatility.

Audits

An internal audit of the financial control of the Research and
Development program found a number of deficiencies. New pro-
cedures were developed, which when fully in effect should provide
proper and correct records of research contract commitments and
expenditures.
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Three formal reports to Congress on Maritime operations were
made by the General Accounting Office. The first report concerned
deficiencies in procedures of computing operating-differential subsidy
wagerates. Appropriate action was taken to correct these deficiencies.

The second concerned financial risks assumed under the ship mort-
gage insurance program because of purportedly inadequate evaluation
of the economic soundness of proposed tanker operations. Although
this report made no specific recommendations, the Comptroller Gen-
eral was advised that Maritime has been conforming, in substance, to
proposals for a more thorough evaluation of the economic soundness
of .proposed operations of vessels on which mortgage insurance is
requested.

The third report pertained to administration of spare parts procure-
ment for the Savannah. Maritime pointed out that the unusual
circumstances surrounding construction of the Savannah precluded
application of some normal procurement practices. Instructions and
procedures relating to spare parts needs and procurement were being
reviewed, and controls within the agency, as well as with firms having
contracts with the agency, were being strengthened.

Another GAO report on the Value Engineering program has been
mentiQned in the chapter on ship construction.

Perso\nnel

During the year, total of Maritime personnel employment de-
creased by 195 positions from 2,396 to 2,201. (These figures do not
include seamen employed by contractors operating ships for the
Maritime Administration under General Agency Agreements.)

This continued decrease in employment mainly resulted from closing
out the storage of surplus grain in Reserve Fleet ships for the Depart-
ment of Agriculture, and from the reduction of Maritime personnel
engaged in cyclical preservation work on Reserve Fleet ships.

Employee Development

In order to meet current and future staffing needs, Maritime ini-
tiated a comprehensive management development program to provide
specialized training to management personnel at the junior, middle
management, and executive levels. Twenty-six college graduates
recruited from the Management Intern and Federal Service Entrance
Examination Registers were employed as management trainees.
These trainees were receiving intensified on-the-job training, working
on rotational assignments with special projects, conferences, staff
meetings and other training. Individual training plans were being
developed to meet the needs of Maritime and the career goals of each
trainee. :

The trainee program for naval architects and marine engineers
continued to attract excellent candidates. Of the 26 trainees who
completed the program, 18 were working in the Office of Ship Construc-
tion, 5 had resigned to go into private industry, and 3 had transferred
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to another agency. There were four candidates in training—three in
school and one at Maritime headquarters.

In addition to training opportunities available in the agency, middle
management and executive level personnel also were eligible for train-
ing through the use of interagency training facilities.

An employee of the Maritime Administration was one of 30 Govern-
ment workers honored by President Johnson with the presentation of
an Economy Achievement Plaque. Roland J. Champagne of the
Division of Ship Custody was given the award for a new system of
preservation of Reserve Fleet ships that it was estimated would save
about $1 million over a period of 5 years.

Unions

Unions of Maritime Administration employees were active in each
of the three coast districts and appropriate recognition was granted
these groups. In addition, the Maritime Administration adhered
closely to the President’s policy to provide equal employment without
regard to race, age, creed, color, national origin, marital status,
physical handicap, or lawful political affiliation.

Emergency Readiness

Emergency plans for Government continuity and for operation and
control of merchant shipping and utilization of U.S. seaports were re-
ceived from various port groups and were strengthened during the
year. Numerous major changes were made in the emergency reloca-
tion program to upgrade facilities and to train the emergency staff.

Maritime furnished technical guidance and assistance to port
officials who were developing operating plans for ocean ports in the
United States, Puerto Rico, and the Virgin Islands in national defense
emergencies.

The program for damage assessment of maritime resources during an
emergency continued. Vital information on seaports, shipyards,
emergency ship anchorages, and marine component manufacturers
was updated and added to the store of information at the National
Resources Evaluation Center of the Office of Emergency Planning.

Recruitment continued for the National Defense Executive Re-
serve, which provides officials trained to take over emergency shipping
duties if necessary. Considerable progress was made in expanding
the staff of industry officials assigned to emergency ship operations
and control of seaport utilization. Several training sessions were
held with reservists to acquaint them with mobilization policy and
programs. Approximately 300 designations had been made or
committed. (See chart XII.)

Several seminars were held with officials of the shipping industry to
keep them informed of Maritime’s emergency shipping plans. These
conferences were highly successful and more were planned.

Maritime continued its participation in the interagency industrial
readiness program, designed to assure, through agreements with
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private manufacturers, immediate availability or ready manufacture
of essential marine components in an emergency.
Chart Xil
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FINANCI=

Accounting

The accounts of the Maritime Administration were maintained on
an accrual basis and in conformity with the principles, standards, and
related requirements prescribed by the Comptroller General of the
United States.

Net cost of combined operations of the Maritime Administration
for the fiscal year totaled $430.5 million. The cost included $235.3
million for operating- and construction-differential subsidies, $158.7
million for depreciation on Reserve Fleet vessels and other assets,
$7.8 million for research and development, $15.3 million for loss from
scrapping of obsolete vessels, and $9.4 million for administrative

Chart Xill
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expenses. The equity of the Government at June 30, 1965, totaled
$1,360.4 million, a decrease of $124.4 million from June 30, 1964.
The decrease includes the net cost of combined operations, the return
of $29.6 million in collections and unobligated balances to the Treasury,
$8 million in property transfers to other agencies, offset by $343.7
million appropriated by Congress.
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