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“Throughout American history, the Merchant Marine has
been indispensable to our security and prosperity. Today,
our merchant fleet binds us in peaceful commerce with the
increasingly interdependent nations of the world.”

Lynpon Barnes Jornson
President of the United States
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iscal Year 1967 was marked by
1 intensified interest in the use
' containers, which have become
creasingly important to all
odes of transportation, includ-
g the maritime industry, which

developing special ships de-
zgned for the efficient transpor-
tion of containers.

INTRODUCTION
AND SUMMARY

NEW TRENDS IN MARITIME TRANSPORTATION

The Maritime Administration took steps during fiscal year 1967 to
turn new trends in cargo handling to good account for the U.S. Mer-
chant Marine and for the Nation’s businessmen.

The development of integrated transportation through the use of
containers has become increasingly important to all types of carriers.
The inherent advantages of unitized cargo handling are such that
no operator or shipper can afford to ignore the possibilities. The
promise of decreased turnaround time for the shipowner, reduced
costs of packaging, distribution, insurance, loss through pilferage or
transit damage, and storage for the shipper have provided the
incentive for the heavy investment in containers and related equip-
ment now in evidence in all segments of the transportation industry.

Technically, containers lend themselves to optimum systems simply
because they are the common denominator for all modes and cargo
handling methods. Containerization is also amenable to the most
modern tools of management. While the use of computers to control
container operations has been put to the test in only limited applica-
tions, the potential offers possibilities of worldwide computerized
container control networks.

Barges, or lighters, are actually large “containers” in themselves—
a container with the further advantage of providing its own waterway
transportation from producer to receiver, with no extra handling of
the cargo necessary. Barge-carrying ships developed to exploit the
benefits of this type of unitization offer the opportunity to every
inland terminal located on a navigable waterway to participate in the
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Nation’s expanding oceanborne foreign commerce. Used in combina-
tion with containers, the barges offer maximum flexibility to the shipper
and shipowner in choosing the best possible conditions for a particular
shipment.

In fiscal year 1967, the Maritime Administration took a number of
actions aimed at achieving greater productivity in the U.S. Merchant
Marine through the application of these new cargo-handling techniques
in its ship construction and conversion programs.

Further steps taken by the Maritime Administration to increase the
participation of the U.S. marchant fleet in the integrated transporta-
tion systems were the agency’s participation in a through container
experiment with the Federal Republic of Germany, a joint project
with the Department of Agriculture for the development and testing
of a multipurpose container featuring variable temperature com-
partments, and a container cargo data collection project.

SHIP EXCHANGE PROCRAM

While the Maritime Administration has available administrative
tools for the support of the shipping lines under contract for oper-
ating- and construction-differential subsidy, direct financial support
has not been available to other major segments of the U.S. merchant
fleet—such as bulk carriers and ships in the domestic services. How-
ever, the Maritime A dministration does offer the opportunity through
the ship exchange program for the operators of these ships to upgrade
their fleets.

The release of 25 C4 troopships by the Department of the Navy
during the year for exchange to these operators gave a welcome
opportunity to that part of the U.S. merchant fleet to improve the
quality of their vessels. These ships were offered for exchange and
conversion on condition that the operators would fit the ships for
breakbulk, heavy lift, container, or roll-on/roll-off operation. Allo-
cations of 15 of these ships had been made at the end of the year.
Conversion work resulting from this program was expected to total
some $100 million in shipyard contracts. Two tankers and a hospital
ship were also made available for exchange.

Contracts for exchange of 15 ships were signed during the year. In
the 7 years of the Ship Exchange Program, Maritime has exchanged
81 Government-owned ships for 85 private ships, and received in
cash approximately $11,439,362 in excess value of the ships going to
private operators over those traded in. The conversions of the 81
ships have resulted in $125 million of work for U.S. shipyards and
have provided better service for U.S. shippers.

SHIPPING FOR VIETNAM

Support of the supply effort for our forces in Southeast Asia con-
tinued to be a major agency program. Ships assigned to General
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Agents (GAA ships) reached a peak number of 172 during the year,
through the breakout of an”additional 60 ships from the reserve
fleets (Chart I). Approximately 8,100,000 measurement tons of cargo
were carried to Southeast Asia by GAA ships, which comprised more
than one-third of all cargo handled by or for MSTS during the fiscal
year (Chart IT). The ships of the GA A fleet completed 53,243 voyage
days, each voyage averaging over 14,000 miles.



The backlog of ships waiting to be unloaded in Vietnam, a serious
problem in fiscal year 1966, was reduced markedly during the year.
This was accomplished by concerted efforts of the military and the
maritime industry. Twenty-eight deep-draft berths were made avail-
able in South Vietnam by the end of the year. As a result, ships dis-
charged their cargoes and left the area within an average of 12-15
days during the year.

A serious hindrance to GAA operations was a severe shortage of
seamen, especially of licensed officers, which caused delays of 228 GAA
sailings for a total of 749 days during the year. The Maritime Ad-
ministration, to assist in alleviating the situation, authorized early
graduation for cadets of the U.S. Merchant Marine Academy. The
five State marine schools followed suit. Public-service radio and TV
appeals also were made to urge qualified seamen to return to the sea,
and many responded.

Reactivation and repairs of GAA ships were delayed somewhat by
the strike of the International Brotherhood of Electrical Workers that
occurred on the west coast during the year. The dispute was settled
shortly after the fiscal year’s end.

CONSTRUCTION SUBSIDY

The Maritime Subsidy Board continued its previously established
policy of approving shipbuilding programs on the basis of the most
productive design, and with preference for large flights of ships to be
built in a single shipyard. In October 1966, after considering the
applications or proposals of 10 subsidized operators, the Maritime
Subsidy Board selected five to participate in the 13 ship construction
program for fiscal year 1967. This was a tentative program which
included also optional ship awards for seven of the 13 ships anticipated
for fiscal year 1968, subject to the availability of new funds for 1968.

However, this program was later modified and a new combined
1967-68 program was adopted, aimed at getting the most for the
subsidy funds available. This planned 2-year program was designed
to take advantage of the new concepts of ship design under considera-
tion—such as containerization and lighters carried aboard ship,
and to provide the shipyards with an opportunity to bid on the basis
of possible volume production. It was expected that an estimated
24-25 ships would be awarded under this combined program. Final
determination of the exact number of ships to be awarded under the
program, however, would depend on the actual cost of the ships in
relation to funds available.

Only one ship was actually awarded in 1967—an optional ship
for American Mail Line, which had three other ships under construc-
tion under a prior year’s contract. In addition, approval was given
for the redesign of five United States Lines ships under construction,
from less desirable break-bulk ships to large container ships.

At the end of the year 155 ships had been contracted for under the
approved 300 ships long-range replacement program of the subsidized
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operators, including 118 delivered (eight of these ships were delivered
during the year) and 37 under construction (Chart I1T).

OPERATING SUBSIDY

Fourteen operators participated in the operating-differential sub-
sidy program, with a total of 811 ships under contract. Payments
during the year on operating subsidy due for 1967 and prior years
totaled $175,631,860.

At the end of the year, applications were pending from four sub-
sidized operators seeking increased sailings on their existing services
as well as new services. In addition applications were pending from
five nonsubsidized operators for operating-differential subsidy.

A study of Maritime’s operating-differential subsidy system was
continued during the year, to determine whether a simplified system
could be used to calculate, by indexing methods, the differentials
between foreign and U.S. operating costs, on the basis of which sub-
sidy accruals are computed. By the year’s end it had been determined
that the application of a wage index was feasible for this purpose,
and good progress was being made in developing such a system.

CARGO PARTICIPATION

During the calendar year 1966, despite the addition of 12 dry cargo
and one tank ship to the American-flag fleet, participation by U.S.




ships in the carrying of the Nation’s waterborne commerce continued
to be low (Chart IV). The share of the liner segment on essential trade
routes in 1966 remained at 23 percent, after a decline from 80.4 percent
in 1964 to 23 percent in 1965. This low participation in liner carryings
continued to reflect the demand for ships and space to serve the Viet-
nam supply effort (Chart V), as well as the fact that growth in our
foreign waterborne commerce has advanced faster than growth in
U.S. shipping capacity.

During the year, U.S.-flag liner vessels were operating at near ca-
pacity outbound. At the same time the demand for nonscheduled ves-
sels for Vietnam use had caused a decline in the percentage of pref-
erence cargoes carried by the bulk carriers. Further aggravations to
the tight shipping situation were the closing of the Suez Canal, which
put a heavy demand on the world’s merchant fleets, and a severe seaman
shortage. The Suez closure led to an increase in charter rates approved
for Government-sponsored cargoes.

For similar reasons, U.S.-flag ships in several instances failed to
carry their statutory 50 percent share of Government-financed cargoes
(Chart VI). Because of the shortage of available U.S.-flag ships, only
40 percent of agricultural products shipped under Public Law 480
moved in U.S. vessels in calendar year 1966.

This was 10 percent below the statutory requirement. In the move-
ment of shipments for the Agency for International Development,
48.2 percent were carried in U.S. vessels, while Inter-American De-
velopment Bank shipments subject to Public Law 664 showed only
36.5 percent carried in U.S.-flag ships in calendar year 1966. This low
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percentage was caused principally by the lack of U.S. shipping service
to Central America.

On the other hand, Export-Import Bank shipments under Public
Resolution 17 showed 89.8 percent carried in U.S.-flag ships for an
increase of 5 percent over 1965. There were 24 general waivers granted
to 12 nations to participate up to 50 percent in the carriage of cargoes
generated by Export-Import Bank credits.

PROMOTION

Despite these handicaps, the Maritime Administration and the U.S.
shipping lines continued their efforts to improve service and to encour-
age shippers to use American-flag ships. The field offices of the Depart-
ment of Commerce cooperated with the Maritime Administration in
this project. Brochures were published and distributed, and a traveling
exhibit was displayed at various appropriate functions.

The 11th annual Maritime Day Poster Contest winner received his
award in Capitol steps ceremonies, and the winning poster was dis-
played on postal trucks during May. These and other promotional ac-
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tivities were sponsored by the agency to bring about a better under-
standing of the value of the U.S. Merchant Marine to the Nation.
The agency encouraged its employees to accept responsibility for
promoting an understanding on the part of the general public of the
significance of the U.S. merchant fleet to the commerce and defense
of the Nation. To assist in this effort the agency made available to
them a slide talk prepared for presentations before local groups.

FEDERAL SHIP MORTCAGE INSURANCE AND RESERVE
FUNDS

The Federal ship mortgage insurance and various reserve funds
continued to be an aid to financing the construction of both subsidized
and nonsubsidized ships. A total of 17 ship loans and mortgages were
insured for $104 million under the Federal ship mortgage insurance
program during the year, making a total of 113 vessels insured for an
outstanding balance of $562 million at the end of the year. This in-
cluded insurance on loans to help build seven new tankers, the first new
tankers to be built under this program in 6 years.

Applications for insurance of mortgage loans on 44 ships and 692
barges for an estimated total of $248 million were being processed.
There were no defaults on insured mortgages during the year. Re-
tained income of the Federal Ship Mortgage Insurance Fund at the
end of the year was about, $15 million.

There was a balance in eight construction reserve funds totaling $2.3
million, or $3.5 million less than last year, and in the statutory reserve
funds of the subsidized operators a total of $185.6 million, or a de-
crease of $7.3 million from last year.

RESEARCH AND DEVELOPMENT

A Maritime Administration Research and Development, Advisory
Committee was established during the year, and held its first meeting
in April. The committee is composed of 10 members holding senior
positions of responsibility in varied segments of industry, labor, and
universities. It will assist the Maritime Administration in developing
a more effective research and development program and in encourag-
ing industry to utilize the results of the program.

Among the research programs for fiscal year 1967 were studies on
nuclear ships, advanced ship concepts, contrarotating propellers, bul-
bous bow, ship structure, seakeeping, navigation, and oil pollution.
An electronic instrument to detect and measure small quantities of
oil in a ship’s bilge or ballast discharge, developed under Maritime
contract, was named by /ndustrial Research magazine as one of the
best new industrial developments of 1966.

The experimental commercial operation of the NS SAvANNAH was
continued under bareboat charter with the First Atomic Ship Trans-
port, Inc. Initially, it was planned that the ship would be laid up in

9



August 1967, at the end of the charter year. However, after weighing
the costs of its operation over layup, and the additional benefits to be
gained from its operation, and because of great interest in Congress
and by the general public, it was decided to continue its experimental
commercial operation for at least another year, depending on avail-
ability of funds as recommended by the House Appropriations Com-
mittee. In its first 2 years of regular commercial service, the NS
Savannyan made 14 voyages. A report on the ship’s first year in com-
mercial service showed greater revenues and lower expenses than had
been anticipated, resulting in an annual operating loss of approxi-
mately $400,000 less than previously estimated.

The Maritime Administration in fiscal year 1966 sent inquiries to
56 U.S. ship operators to determine their interest in building and oper-
ating nuclear-powered ships. The responses indicated that shipping
companies representing over three-quarters of the tonnage polled
would be interested if nuclear operations proved profitable and feasi-
ble in their services. Many operators expressed the view also that a
second generation nuclear ship program would be necessary to demon-
strate further the economics of nuclear power, gain experience, and
clear legal and regulatory barriers. Freighters, tankers, container-
ships, and bulk carriers were all seen as possible candidates for nuclear
power application.

Other advances in ship design and ship propulsion were studied dur-
ing the year, as the Maritime Administration requested proposals for
a catamaran containership, to take advantage of the stability of this
type of vessel, and negotations were undertaken by the joint Commerce-
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Navy Surface-Effect Ship Program Office for design studies for the
construction of surface-effect ship test crafts of 90 gross tons.

A computer program to simulate ship operations was developed
which portrays the activities of a ship on a multiport trade route,
with results analyzed on a profit and loss basis. The program promises
to be a valuable management tool in choosing various alternatives of
cargo bookings, routing changes, etc.

SAVINGS A

SALES

The Maritime Administration continued to participate actively in
the 3-E improvement program. Reduction of wage costs of subsidized
ships through mechanization, elimination of wasteful water production
and conservation practices on GAA ships, reduction of costs in pro-
curement, supply and property management, and other actions had
at the end of the year resulted in savings of $6,579,000.

The sale of 88 Libertys and 81 other ships for scrap or nontrans-
portation use during the year returned $5.8 million to the Government.

FLEET STATUS

The United States declined to fourth place in total world merchant
fleet deadweight tonnage, fifth in deadweight tonnage of privately
owned ships (Chart VII and Appendix I), and 15th in total dead-
weight tonnage built (Chart VIII and Appendix IT). Of a total U.S.
merchant fleet of 2,209 ships of 26,561,000 deadweight tons, 1,107 of
16,274,000 deadweight tons were in active service on June 30, 1967 (Ap-
pendix III). Of the 1,102 inactive ships, 1,039 were in the National
Defense Reserve Fleet, of which 616 were under priority preservation.
Most of the rest were Liberty ships available for scrapping.
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Shown are two ships delivered during the year in the long-range replacement
program of the subsidized lines—the S8 SANTA CRUZ of Grace Line, and the S8
FRrEDERICK LYKES of Lykes Bros. Steamship Co., Inc.
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GOVERNMENT
ASSISTANCE

Government aid programs for the U.S. Merchant Marine are de-
signed to assist and encourage U.S.-flag operators in the operation and
maintenance of an efficient, modern, and competitive American Mer-
chant Marine.

The agency administers the operating-differential and construc-
tion-differential subsidy programs and other Government aids to mer-
chant shipping. Under the operating sub31dy program, the Govern-
ment may pay the difference between certain foreign and domestic
costs of ship operation on U.S.-foreign trade routes which have been
found to be essential. Under the construction subsidy program, the
Government also may pay the difference between American and foreign
shipbuilding costs for ships to be operated in foreign trade. Current
law provides that the maximum construction subsidy allowed is 55
percent of domestic cost for new construction and 60 percent for re-
construction 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 com-
merce. Such funds are granted certain tax deferment benefits.

The Government pays the cost of national defense features certified
by the Navy Department as necessary for national defense, but which
are found by the Maritime Administration to be in excess of commer-
cial requirements. In addition, Maritime insures mortgages and loans
made by private lending institutions to finance the construction, re-
construction, and reconditioning of ships. It also acquires old ships

in exchange for better types, or for allowances of credit on the con-
struction of new ships.

13



Maritime investigates and determines which ocean services, routes,
and lines are essential for the development and maintenance of the
foreign commerce 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.

OPERATING-DIFFERENTIAL SUBSIDY

Payments during the year on operating-differential subsidy due for
tiscal 1967 and for prior years totaled $175,631,860.

Operating-differential subsidy accrued from January 1, 1987, to
June 30, 1967, totaled $2,676 million ; recapture amounted to $234 mil-
lion; net payable as of June 30, 1967, was $2,442 million, of which
$2,317 million had been paid out, leaving an estimated unpaid balance
of $125.8 million at the end of the fiscal year. (See Appendix IV.)*

A summary of the 14 operating-differential subsidy contracts in
effect at year’s end is shown in Appendix V.

Operating subsidy was being paid on 124 overage ships pending
their replacement.

A study undertaken last year by the Maritime Administration, in
cooperation with the subsidized lines, was underway to ascertain
whether a simplified system of calculating operating-differential
subsidy rates can be used, based on indexing methods, to determine
variances in foreign and U.S. operating costs and to establish the
amounts of subsidy accrual. By the year’s end, it had been determined
that the application of a wage index representing various industrial
groups, both domestic and foreign, was feasible, and work was continu-
ing toward development of the system.

On November 8, 1966, the Maritime Subsidy Board authorized an
extension until December 81, 1969, of the existing operating-differ-
ential subsidy agreement with the United States Lines, Inc., covering
the operation of the SS Unirep States, subject to a further extension
to June 20, 1972, if replacement plans acceptable to the Board are
undertaken by December 81, 1969.

Pending Applications

Applications were pending from four subsidized operators seeking
increased sailings on their existing services, as well as a new service.
These are shown in the table below.

The application of American President Lines, Ltd., to engage in
nonsubsidized cargo services to Hawaii, under consideration in
Docket No. S-191, was ordered to be held in abeyance by a June 15,
1967, ruling, pending developments concerning proposed modifications
of the arrangements between APL and Castle & Cooke, Inc.

1 See also Appendix VI, Subsidized and Selected Unsubsidized Operators, Combined
Condensed Income and Surplus Accounts, and Balance Sheets.
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Table ¥

APPLICATIONS FROM SUBSIDIZED OPERATORS FOR INCREASED
SAILINGS AND NEW SERVICE

Trade Number
Company route sailings

requested
American Export Isbrandtsen Lines, Inc. ... .. . 18 30
“ 1] M I w T 12 2%
« “ “ “ “ 5-7-8-9 2%
« « “ « « 26 %
American Mail Line Litd. ..o 29 18
Lykes Bros. Steamship Co., InC.co.oucocomoaaaoe 13 12
[ é“ " g [ .- ~ 22 *24
g ‘“ “ s L . _ _ 26 18
United States Lines, Inc_ ... 12 26

*Temporary increase.

The application of Sea Coach Transatlantic Lines, Inc., covering a
proposed North Atlantic passenger service, which was incomplete at
the close of fiscal year 1966, was not pursued further during fiscal
1967, and accordingly was placed in an inactive status. Applications
for operating subsidy were pending from five nonsubsidized operators
at the close of the year (Table IT).

Table I
OD8 APPLICATIONS PENDING FROM NONSUBSIDIZED OPERATORS
Company Trade routes Sailings Date filed
requested
Atlantic Express Lines of America, Inc.....__ 5-T-8-9 e 50-60 | Nov. 30, 1960
Central Gulf Steamship Corp. ... 18 36-40 | June 16, 1964
Central Gulf Steamship Corp-.___.__ 10-13. . 44-48 | Oct. 4, 1963
Isthmian Lines, Inc. (amended). ... R/W (westbound) and 18_____ 62-76 | Aug. 7, 1963
States Marine Lines, Inc. (amended) Tri-Continent, TR 13 and 29_. 108-168 | Aug. 7, 1963
Waterman Steamship Corp. (amended) .. _..._ 5-7-8-9, 21, 22/12, 29, and 32 . _ 93-138 | Sept. 21, 1965

Applications Granied or Denied

The application of States Steamship Co. to revise the service
description for its Trade Route 29 transpacific freight services was
approved. The changes permit a greater degree of operating flexibility
without increasing the number of calls previously permitted at any
port or area.

The application of Prudential Lines to increase its sailings on Trade
Route 10, North Atlantic to Mediterranean, was approved, per-
mitting an increase of sailings to 53 annually when the proposed
LASH vessels have entered subsidized service.

Pacific Far East Line was permitted to transfer its interest in one
C5-S-75b type cargo ship under construction at Newport News Ship-
building & Dry Dock Co. to American Mail Line. The ship is a
sister ship to four others being constructed for American Mail Line.

Operating-differential subsidy was denied on certain structural al-
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terations and betterments on the SSs InpEPENDENCE and CoNsTI-
TUTION.

The Subsidy Board authorized the continued payment of subsidy to
Liykes Bros. Steamship Co., Inc., on a total of 12 vessels, which other-
wise would have been withdrawn from subsidy upon delivery of new
replacement vessels, during the period of time a similar number of
vessels were under charter to the Military Sea Transportation Service.

Delta Steamship Lines’ request to provide service on a privilege
basis between U.S. Gulf ports and Barbados, B.W.I., in connection
with its Trade Route 14 service was granted.

The Board authorized amendment of Moore-McCormack Lines’ con-
tract to provide that a minimum of four sailings are to be provided
between Great Lakes ports and the east coast of South America. These
sailings will count toward Trade Route 1 sailing requirements. Moore-
McCormack was also given permission for privilege calls in the
Great Lakes by its vessels operating in the Trade Route 15, east coast/
south and east A frica services.

The Board also authorized Farrell Lines to include Great Lakes
calls on a privilege basis on its west African and south and east
African services.

The contracts of American President Lines and American Export
Isbrandtsen Lines were amended to permit vessels of those companies
to proceed via the Cape of Good Hope in connection with round-the-
world and Indian services, during the period of closure of the Suez
Canal.

The Board on March 10, 1967, after a request by American Presi-
dent Lines for reconsideration, reaffirmed its action of June 16, 1966,
refusing to permit addition of three more vessels to its subsidized
fleet. On March 20, APL requested a second reconsideration of the
Board decision in connection with its request for an increase in sail-
ings, and this appeal was pending at the end of the year.

Diversification

Effective January 3, 1967, the United States Lines Co., with the ap-
proval of the Maritime Subsidy Board, underwent a corporate re-
organization under which it transferred its subsidy agreement and all
of its assets, except approximately $3 million, to a wholly owned sub-
sidiary called United States Lines, Inc.

Lykes Bros. Steamship Co., Inc., applied for permission to recapi-
talize and reorganize its corporate structure by mortgaging several
of its subsidized vessels and transferring certain of its assets and its
subsidy agreement to a subsidiary. This application was under con-
sideration at the end of the fiscal year.

Subsidy Operations Examining

The examination of subsidy operations placed greater emphasis on a
comprehensive review of provisions of union wage agreements and on
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Keel-laying ceremonies are held for the first of four ships being built at Newport
News Shipbuilding and Dry Dock Co. for American Mail Line. The contract for
the fourth ship was signed during the year.

manning scales on newly constructed ships and for proposed new con-
struction to determine their fairness and reasonableness. Significant
improvements and savings were made possible as a result of certain
suggestions and corrections in regard to vessel operations, operating
costs, and shoreside expenses.

CONSTRUCTION-DIFFERENTIAL SUBSIDY
Policy and Plans

Maritime Administration continued its previously established policy
of approving shipbuilding programs on the basis of the most produc-
tive design, and with preference for large flights of ships to be built
in a single shipyard. On October 28, 1966, the Maritime Subsidy
Board, after considering the applications or proposals of 10 sub-
sidized operators, selected five to participate in the 13-ship con-
struction program for fiscal 1967. This tentative program also
included optional ship awards for seven additional ships of the 13
anticipated for fiscal year 1968. The program was later modified and
a new combined 1967-68 program was adopted, aimed at getting the
most for the subsidy funds available. As a planned 2-year program,
it was designed to take advantage of the new concepts of ship design
under consideration—such as containerization and lighters carried
aboard ship—and to provide the shipyards with an opportunity to
bid on the basis of possible volume production. Although final de-
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termination of the exact number of ships to be awarded will depend
on the actual cost of the ships in relation to funds available, it was
tentatively planned to allocate the ships under this program as
follows:

DNumber

Compony Type of ship of 8hips
Prudential Lines, Ine. .. ... o .o ..o .. LASH L . i 5
Pacific Far East Line, Inc e LASH Yoo Looliolioiioll 6
Lykes Bros. Steamship Co., Inc -~ Seabarge carrier. _.._......._..... 3
United States Lines, Ine...__... -.= C4 containership i
Farrell Lines Incorporated. . -.. C5 containership 5
American President Lines_ . _._____.___..______.__ Cb containership 3
American Mail Lines_ .. o oo ooooiaooio C5 containership i
Total ... - £ D 24

t Lighter-aboard-ship.

The LASH and the Lykes sea barge ships represent major innova-
tions in the methods of handling cargo. Both designs are based on the
concept of carrying the cargo on preloaded barges or lighters, which
are loaded onto the ship or unloaded from it by special shipboard
equipment. These ships will provide significantly greater capacity
and flexibility of services over the conventional ships. Of even greater
importance is the dramatic reduction in cargo handling time which
will be achieved with these new concepts.

In approving the assignment of three sea barge carriers to Lykes
Bros. Steamship Co., the Maritime Subsidy Board had proposed to
require separate subsidy recapture for the barge carriers, similar to
previous proposals for other highly productive vessels being construct-
ed for Moore-McCormack Lines, Inc., American Export Isbrandsten
Lines, Inc., and United States Lines, Inc. The Lykes recapture pro-
posal was appealed by the company, which led to the issuance of a
Maritime Subsidy Board opinion eliminating the provision for sep-
arate subsidy recapture for the sea barge carriers, and providing the
basis for elimination of similar provisions for the other three
companies.

Building Coniracts

One C5-S-75a ship for American Mail Line Litd., was the only con-
tract awarded during the fiscal year. This was in the form of an
addendum to the original contract for three ships signed by AML in
1966. Total estimated cost of the ship (excluding changes and extras)
was $15,715,450 including national defense features of $45,000, with an
estimated cost to the Government of $7,047,000. The contract was
signed on November 30, 1966, with Newport News Shipbuilding & Dry
Dock Co.

This made a total of 151 cargo ships contracted for in the subsidized
operators’ replacement program since 1958 (excluding four passenger
ships ordered in 1955 and 1956).

No contracts were allocated under section 502(f) of the Merchant
Marine Act, 1936,
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Bids were requested on 14 additional new ships on which construc-
tion subsidy was to be paid. (See Table I11.)

Table 11X
BIDS REQUESTED FOR SUBSIDIZED SHIP CONSTRUCTION

Owner Number Desiéh Invitation
of ships date
Prudential Lines, Inc.*__ . _________ 5| C8-8-81la(LASH)...._......_ May 15,1967
Pacific Far East Line, Inc.*__..__ 6| C8-S-81b(LASH). ..._._.._. May 15,1967
Liykes Bros. Steamship Co., Inc 3 CsB—S»SZ)a, or C8-S-82b (Sea | June 14,1967
arge).

*Joint invitation for 11 ships.

Applications Pending

At the end of the year, applications were pending from eight subsi-
dized operators and from seven nonsubsidized operators for construc-
tion-differential subsidy on 72 new and converted ships. (See Table

IV.)

Table IV
PENDING APPLICATIONS FOR CONSTRUCTION SUBSIDY

Company Number Type
ships
Subsidized
American Export Isbrandtsen Lines, Inc 3 | Containerships
“ ¢ g ““ ‘i 10 ‘“
« « “« I i9 «
“ “ “ “ 10 | Bulk carriers
Ame‘s‘rican President Lines, Ltd..._.... . 3 Contaiperships
« I « B ¢
«“ “ “ “. 4 | Bulk carriers
Farrell Lines Incorporated........... 5 | Cargo
Lykes Bros. Steamship Co., Inc._.__ 3 | Sea barge carriers
The Oceanic Steamship Company... 12 | Containerships
Pacific Far East Line, Inc...__.__. 6 | Lighter-aboard-ship
Prudential Lines, Inc.._.__ 5 « «“ “
United States Lines, Inc 1 | Containership
417 ) 56

Hudson Waterways Corp oo v
Jackson Agents, Inc..._.
Marine Carriers Corp-..o-.--

Overseas Transportation, Inc..
Penn Steamship Company ..
T. J. Stevenson & Co- ...

Bulk carr‘iers
I ¢
« «
“
g ‘"
13 “

B b=t O3 B W 2O 8D

“ “

—
(=23

1 Reconstruction/conversion.

At the close of the fiscal year there was one application from Pru-
dential Lines, Inc., pending for trade-in allowance on three ships to
be applied against new construction.
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Containerships and Bullk Cazriexs

A large number of applications for construction subsidy to aid in
building of bulk carriers were still pending at the end of the fiscal
year. No action had been taken on any of them, pending a policy de-
termination on subsidy aid for vessels other than replacement ships
for subsidized operators.

In order to meet foreign-flag competition more effectively and to
serve the needs of their respective foreign trades, several lines applied
for aid in construction of new containerships or conversion of par-
tially containerized vessels to full containerships. The application of
American Export Isbrandtsen Lines, Inc., to convert three cargo ships
to full containerships at no cost to the Government was approved by
the Maritime Subsidy Board in October 1966. Table V shows the status
of these applications.

In addition, the Board in June approved the application of United
States Lines, Inc., to change the design of five ships under construction,
from less desirable break-bulk ships to large containerships for use in
the U.S. Atlantic/North Europe trade. These ships, together with one
new identical ship anticipated to be contracted for in 1968 (as shown
in Table V), are expected to provide a highly competitive six ship
container service in this trade on a weekly basis.

Both Moore-McCormack Lines, Inc., and United States Lines, Inc.,
requested and were given approval to enter into agreements with for-
eign-flag ship operators to permit the use of foreign-built containers

Table V

APPLICATIONS FOR CONTAINERSHIP CONSTRUCTION OR REDESIGN
AND CONVERSION

Company Number of ships Status
American Export Isbrandtsen Lines, Inc_.. ... _._._____._____ 2 (conversion) ! Pending
“ ¢ “ “ « 3 (construction) “
« “ «“ “ 10 (construction) “
‘o “ “ “ - —— - 3 (redesign) Approved
American President Lines, Ltd..._..._.__ - ---| 3 (construction) Pending
‘“ L “ T — - ---| 2 (conversion) ‘“
The Oceanic Steamship Company.. -| 2 (conversion) “
Un‘iped States Lines, InC- < oo oo _________ ---| 5 (redesign) Approved
“ “ e ---| 1 (construction) Pending
oAl 31

! Minor additional work on previous conversions.

under a lease arrangement. The operators are required, whenever prac-
ticable, to purchase and use items of U.S. manufacture, including con-
tainers. The Maritime Subsidy Board determined that it is not al-
ways practicable for these operators to lease containers only of U.S.
manufacture, but if the companies purchase containers, they are
obliged to buy U.S. products.
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FEDERAL SHIP MORTGAGE INSURANCE

Federal ship mortgage or loan insurance contracts or commitments
to insure aggregating $104,095,575 were placed on 17 ships: three-
owned by Delta Steamship Lines, Inc.; seven owned by Moore-Mc-~
Cormack Lines, Inc.; and seven 37,250 deadweight-ton tankers to be-
owned by the following companies; Eagle Terminal Tankers, Inc.-
(two ships), Intercontinental Bulktank Corp., Ocean Tankships Corp.,"
Overseas Bulktank Corp, Wabash Transport, Inc., and Willamette ~
Transport, Inc. Mortgage insurance contracts aggregatmg $20 million /-
were placed on four additional vessels on which commitments had
been made in a prior year.

At the end of the year, 14 applications for loan and/or mortgage
insurance were pending. They covered the construction of 44 ships.~
and 692 barges, at a total estimated cost to the applicants of $344,300,-
000. Insurance applied for would cover estimated construction loans
of $176 million and estimated mortgage loans of $248 million.

The application of Sapphire Steamship Lines and Atlantic Express
Lines of America, Inc., for ship mortgage and loan insurance to aid
in building three all-container ships was considered withdrawn when"
the applicants did not meet the terms of the conditional finding of
economic soundness which was made on May 6, 1966.

At the year’s end, the outstanding balance of principal and interest
of insured mortgage and loans and commitments to insure was -
$562,096,000 on 113 vessels. There were no defaults during the year.

The Title XTI Federal Ship Mortgage Insurance Revolving Fund
received over $2,285,000 in net income during the year (after deprecia-
tion of $1,129,000 on the SS Carie QUEEN, on loan to the Navy), mak-
ing the retained income of the fund approximately $15,201,000. (See
Chart IX.)

CHART IX. MORTGAGE INSURANCE—RESERVE FUNDS AND LIRBILITIES

RESERVE FUNDS LIABILITIES
&%ﬁigm o Dolloes

Statutory Limit $980 Million |
B Expense ~ (After deduction of second transfer of =
. $10 million to Dept. of Interior for
|
- Income fishing vessels on March 1, 1967)

Balance

1963 1964 1965 1966 1907



The ConTAINER DESPATCHER, a bulk carrier acquired by American Hxport
Isbrandtsen Lines, Inc., and converted for containership service on the U.S.
North Atlantic/United Kingdom and Huropean Continent trade routes.

RESERVE FUNDS

On June 30, 1967, balances in eight construction reserve funds of
operators totaled $2,320,621, compared with $5,790,506 in nine funds
at the beginning of the fiscal year, a decrease of $3,469,885. Six funds
were established during fiscal year 1967, and seven were closed. (See
Appendix VIIL.)

At year’s end, statutory reserve funds of subsidized operators
totaled $185,621,257, consisting of $50,989,378 capital and $134,631,879
special reserve funds, as compared with $192,892,010 at the beginning
of the fiscal year, a decrease of $7,270,753. (See Appendix VIIL.)

In addition to the mandatory deposits in special and capital reserve
funds, three subsidized operators were authorized to make voluntary
deposits of $2,374,422.
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TRADE ROUTES

A review of the essentiality and U.S.-flag service requirements of
Trade Route No. 5-7-8-9 (U.S. North Atlantic/United Kingdom and
Continent) resulted in a finding that 34 sailings per month with
freight ships and biweekly sailings with the SS UnrreEp STATES Were
required. After similar reviews, it was determined that requirements
for the round-the-world (eastbound) service and round-the-world
(westbound) service were four sailings and six sailings per month,
respectively.

There were also supplementary studies resulting in modifications
with respect to essentiality for subsidized service on the following
U.S. foreign trade routes (see Table VI):

Table VI
TRADE ROUTE MODIFICATIONS

Trade

ngute U.8. coastal area/foreign area Modified to include the following area(s)
o.

1 | Atlantic/East Coast South America......_.
St. Lawrence River ports west of Montreal and
14-1 | Atlantio/West Africa....___....___.._ -1 Great Lakes ports.

15-A | Atlantic/South and East Africa.

2 | Atlantic/West Coast South America___.... Khll%sm)m, Jamaica  (passenger-combination
ships).
10 | North Atlantic/Mediterranean.....__..._.__. Virgin Islands (passenger ships).
14-2 | Gulf/West Africa ... . ... Barbados, British West Indies.

In addition, hostilities in the Middle East and the closure of the
Suez Canal resulted in a determination that, until such time as the
United States found that the Suez Canal was feasible for transit,
it was essential to the promotion, development, expansion, and main-
tenance of the foreign commerce of the United States for ships that
usually transited the canal to travel to and from South Asia via the
Cape of Good Hope.
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Visitors to the Maritime Administration merchant marine exhibit are interested
in a model of the proposed Lykes Sea Barge Carrier. Guided tours of the exhibit
were a main attraction at a day-long program held at the agency’s headquarters
on Maritime Day, 1967.

ATNY
DEmarTRIENY

The Maritime Administration’s traveling exhibit has been displayed at various
trade fairs and similar functions to promote an understanding of the importance
of the U.8. Merchant Marine to the Nation’s commerce.
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PROMOTION

CARGO PROMOTION

The Maritime Administration continued to place emphasis on a
cargo promotion program designed to increase the percentage of
import and export cargo carried by the American Merchant Marine
in our foreign commerce and to protect and develop the domestic seg-
ment. Previous adverse factors that contributed to the decline in the
percentage of U.S. cargo carried in American-flag ships in 1965 con-
tinued to prevail, and as a result participation in calendar year 1966
remained below a satisfactory level. Some of the factors that con-
tributed to the unfavorable percentage included the diversion of
vessels to Military Sea Transportation Service operations, a greater
demand for space by the Department of Defense in vessels remaining
in regular service, and a general increase in the total volume of our
foregn commerce without a corresponding increase in U.S. carrying
capacity.

The percentage of liner tonnage carried by U.S.-flag ships on
essential trade routes declined from 30.4 percent in calendar year
1964 to approximately 23 percent in calendar year 1965, and remained
at that figure for calendar year 1966. Data for 1966 indicate that
U.S.-flag liner ships carried approximately the same tonnage as in
calendar year 1965, about 11 million tons. U.S. commercial cargo
carried in foreign- ﬂag liner vessels for calendar year 1966 was ap-
proximately 36 million tons, about the same as that carried in calen-
daryear 1965.

Efforts to solicit the support of importers and exporters were
continued in an attempt to maximize carriage in U.S.-flag bottoms.
As a result of the heavy demand for outward shipping space con-
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fronting the American Merchant Marine, greatest emphasis was
placed on contracts with importers. American steamship lines, also,
continued their efforts to improve service wherever possible consistent
with available shipping space.

A new brochure entitled, “The Importer and the U.S. Merchant
Marine,” was published during the year, and given broad distribution
to importers as part of Maritime’s effort to encourage shippers to give
preference to American-flag ships.

The Maritime traveling portable exhibit was displayed at several
trade fairs and conferences and continued to call the attention of the
general public to the value of the U.S. Merchant Marine.

CAREGO PREFERENCE

The Maritime Administration exercises general surveillance over the
operation and administration of the Cargo Preference Act, which
reserves half of all Government-sponsored cargoes to U.S.-flag ships.

Liaison was maintained with all Government agencies and wholly
owned Government corporations concerned with such cargoes in order
to assist them in carrying out their responsibilities and to assure com-
pliance with the cargo preference provisions.

The following table shows the percentage of U.S.-flag carryings
under the several major Government-sponsored programs:

Table VI

U.S.-FLAG CARRYINGS UNDER GOVERNMENT-SPONSORED PROGRAMS

Total tonnage or Percent

Program Period value U.8. flag United

States
PublicLaw 480 ... ... .. ... ___ CY 1966._ __.| 14,584,000 tons... .. 5,834,000 tons._.._._ 140.0
AID. . ... ----| CY 1966....| 5,788,000 tons__..._ 2,792,000 tons______ 48.2
Export-Import Bank. "CY 1966_ .| $54,408,604_ _______ $48,880,240_ _ ______ 89.8
Inter-American Development Bank_...| CY 1966.._ _| 17,026 tons_ . ___.._ 6,216 tons_ ... 236.5

1 Continuing U.S.-flag deficiency caused by nearly one-half of U.S. tramp fleet being diverted to meet
Vietnam military requirements, resulting in a shortage of vessels to meet the 50 percent requirement.

2 U.S.-flag imbalance caused by majority of shipments being made to Central America when U.S.-flag
service was not available.

WAIVERS

Public Resolution 17, 78d Congress, enacted March 26, 1934, requires
that exports of agricultural and other products from the United
States, purchased with the aid of Government loans must be carried
on U.S. ships except when waivers of the U.S.-flag requirement are
granted by the Maritime Administration. 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 discrimina-
tion by that country against U.S.-flag ships.
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The interisland containership HAWAITAN PrincEss, delivered during the year to
Matson Lines. The twin-screw vessel can be operated with an unattended engine-
room and can carry up to 156 containers and 1,200 tons of fuel oil.

The Maritime Administration approved 24 general waivers of
Public Resolution 17 during calendar year 1966 to 12 nations, author-
izing foreign ships to carry up to 50 percent of their U.S. purchases
financed by the Export-Import Bank.

A special problem arose in connection with waivers for Venezuelan-
flag ships, since Venezuelan Decree 331, issued in March of 1961,
provided that items granted total or partial exoneration of certain
import duties should be imported only on vessels of the Venezuelan
Line.

This decree discriminated against U.S.-flag vessels, with the excep-
tion of Grace Line, which had the equivalent of associate status
through a pooling agreement with the Venezuelan Line. Waivers on
several Export-Import Bank loans, totaling $61.8 million, were there-
fore held in abeyance pending negotiations with the Venezuelan
Government.

A meeting of officials of the Venezuelan Line, Venezuelan Embassy,
the Maritime Administration, and the U.S. Department of State held
in Washington in June, 1966, was followed by a meeting in Caracas
in August. It was decided that Venezuela would grant waivers of
Decree 331 up to 50 percent, and that the United States would in
turn grant waivers of Public Resolution 17 up to 50 percent. In
October, a meeting of all interested parties was held for confirmation
of the understanding. Pending Public Resolution 17 waivers for Vene-
zuela were then granted.
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No waivers of Public Resolution 17 were granted to Brazil by the
Maritime Administration for several years because of various dis-
criminatory laws, particularly two* which provided Brazilian Gov-
ernment subsidy, including preferential exchange rates, to importers
of goods essential to the Brazilian economy. Such concessions called
for shipments to move on Brazilian-flag ships to the extent of space
available. No Public Resolution 17 waivers had been requested by
Brazil since 1958, until in December 1966 a waiver was requested on
a railroad equipment loan in the amount of $17 million. As a result
of discussions between officials of the Maritime Administration, De-
partment, of State, Lloyd Brasileiro and the Government of Brazil,
Decree 60739 was issued, giving U.S.-flag ships the right to carry
up to 50 percent of all Brazilian Government-favored cargoes. In
return, the Maritime Administration agreed to grant waivers of
Public Resolution 17 requirements for Brazilian ships up to 50 percent
of all Export-Import Bank-generated cargoes for that country. A
Memorandum of Understanding between the Maritime Administra-
tion and the Brazilian Merchant Marine Commission was signed in
June, 1967,

Colombia has had a long history of discrimination against U.S.-flag
vessels; for that reason no waivers had been granted to that country
since 1958. In connection with a request for Public Resolution 17
waiver in May, 1966, discussions were held with the Colombian Em-
bassy, the State Department, and the Maritime Administration, con-
cerning Decree 994, which fixed a percentage of imports and exports
for Colombian-flag vessels, and Decree 1771, which required the pay-
ment of light and buoy dues by foreign-flag vessels, but which ex-
empted Colombian-flag vessels. As a result of these discussions, the
Colombian Government advised that Decree 994 would not be im-
plemented and that the objectionable portion of Decree 1771 had been
rescinded. Thereafter waiver was granted to permit the carriage in
Colombian-flag vessels of up to 50 percent of Public Resolution 17
cargoes.

In September 1966, the Indian Government advised the Maritime
Administration that the unilateral shipping agreement between India
and the United Arab Republic had been amended to eliminate pro-
visions against third flag participation, which had been limited to
20 percent of such traffic to be carried by conference members. The
20 percent waiver limitation of Public Resolution 17 cargoes which
had been in effect was raised to permit thereafter the usual 50 percent
Indian-flag participation.

INTEGRATED TRANSPORTATION SYSTEMS

The Maritime Administration continued to make contributions
toward the worldwide development and acceptance of intermodal
transportation systems. During the year, a Through Container Project

1 Decree 47225 and SUMOC 181.
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wag undertaken in conjunction with the Federal Republic of Germany.
Some 30 containers moved from points in the United States to Ger-
man destinations, and 26 vans moved into this country from various
inland German cities. The diverse cargoes, ranging from beer to tape
recorders, required the employment of many cargo-handling tech-
niques, all of which were to be carefully reviewed along with other
data to be developed as the project continues.

Tn an attempt to make container cargo statistics available for re-
search work as well as to the general public, Maritime began a col-
lection of data on containerized shipments. Evaluation of this in-
formation will aid in economic studies of the system, and will provide
valid data by which to judge performance.

The Maritime Administration has cooperated with the Department
of Agriculture in initiation of development and testing of a multi-
purpose van container. Since movement of agricultural products in
containers will probably become desirable, it is necessary to develop
means of protection and temperature control for these goods. The
joint program is an attempt to develop a container capable of ac-
commodating both refrigerated and nonrefrigerated cargoes in an
efficient, effective, and economical manner. Temperature controls
should allow the use of various sections of the van for different com-
modities, each requiring suitable temperature tolerances.

TRANSPORTATION RESEARCH

With the advent of new types of ships and shipping systems, includ-
ing barge-carrying ships, increasing use of U.S. inland waterways for
the carriage of foreign commerce is anticipated. Southern Illinois
University was retained to compile essential information on inland
waterways. This information will be available for use by ship opera-
tors, port authorities, and others concerned with barge and ocean
shipping systems.

The University of Washington was retained to develop a trans-
portation program to be used as a framework for long-range planning
of transportation facilities to serve the needs of the State of Alaska
during the next two decades.

Negotiations were in progress with American University for the pur-
pose of undertaking a study of legal, regulatory, and other restraints
as they affect the use of containers and barge systems, with primary
emphasis on barge-carrying-ship restraints in foreign countries.

Arrangements were being made with the National Bureau of Stand-
ards to determine where best to locate shipment consolidation centers
of greatest advantage to shippers.

PORT DEVELOPMENT

Several studies and reviews of proposed port development projects
in economically depressed regions of the country were made at the re-
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quest of the Economic Development Administration.

Comprehensive evaluations were made on several proposed Corps of
Engineers river and harbor projects. This included such factors as
need and economic justification and effects of proposals on navigable
waterways and ports.

Discussions were held with the American Association of Port Au-
thorities on areas requiring further study, such as integrated trans-
portation, new cargo-handling trends, and recent developments in
the shipping industry affecting ports.

A report on “Port Development Expenditures Survey,” including
data on capital expenditures for marine facilities in principal ports
of the United States, its possessions, and Canada from 1946 through
1965 was completed during the year. Data on general cargo and spe-
cialized facilities were presented by coast, region, and individual port.
A section on planned port development expenditures for 1966-70 was
also included. It is planned to publish the report during fiscal year
1968.

Also scheduled for publication in fiscal 1968 is a study, “Public
Works-Marine Port Facilities,” originally prepared for the Joint

Winner of National Maritime Day poster contest, in which high school students
throughout the country participate, proudly displays the poster on the occasion
of receiving his award at ceremonies on the Capitol steps. Annually the winning
poster appears on Post Office trucks to focus public attention on the importance
of our Merchant Marine to the Nation’s comamerce and defense.

b
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Economic Committee of the Congress, which describes U.S. port facili-
ties with regard to age, ownership, value, costs and user charges,
revenue, financing, trends, needs, and prospective capital outlays for
port development.

MARITIME DAY

The 11th National Maritime Day Poster Contest sponsored by
the Maritime Administration, the Post Office Department, and the
marine industry, gave high school students around the country an
opportunity to compete for various awards by designing posters carry-
ing the contest slogan, “American Ships Bridge the Seas.” The first
place winner was Anthony Garcia, of Carteret, N.J. The poster was
displayed on all mail trucks in the Nation during the month of May.
Senator Warren Magnuson, chairman of the Senate Commerce Com-
mittee, unveiled the winning poster on the steps of the Capitol and
presented the $500 award. Prizes were also awarded to 52 other
contestants.

Mayors and postmasters in towns and cities throughout the country
joined in placing the poster on post office trucks in their areas, and in
other ways participated in emphasizing the importance of the Ameri-
can Merchant Marine to the Nation. Many of the mayors issued procla-
mations following President Johnson’s Proclamtion of Maritime Day,
which commemorates the May 22, 1819, sailing of the SS SavannaH,
first steamer to cross the Atlantic. These ceremonies prompted a large
number of radio and television programs and newspaper stories and
editorials on the national significance of the merchant marine.

Maritime Day was observed at the Maritime Administration head-
quarters by an employee recognition ceremony and a special day-long
program for area students. Several hundred students participated in
the activities, which included films, lectures, tours of Maritime’s mer-
chant marine exhibit, and slide talks.
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An artist’s conception of a catamaran containership, on which the Maritime
Administration requested proposals for a feasibility study during the past year.
The catamaran design has possibilities of providing needed stability for container
operations.

Drawing of a proposed surface-effect test craft, submitted to the Commerce-Navy
Joint Surface-Effect Ship Program Office. Plans call for the construction of a 90-
ton prototype of similar design for testing practicability of a large oceangoing
cargo surface-effect ship.
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NUCLEAR

IS Savannah

The NS Savannam made 14 voyages during her first 2 years of
experimental commercial operation, which began in August 1965 un-
der a bareboat charter to First Atomic Ship Transport, Inc. (FAST).
Seven of these were to North European ports on Trade Route (TR)
5-7-8-9, six to Mediterranean ports on TR-10, and one was to the
Far East on TR-12. She made commercial visits to Germany, France,
Spain, Italy, Belgium, the Netherlands, Yugoslavia, Portugal, Canal
Zone, Korea, Taiwan, the Philippines, and Hong Kong.

Under the agreement between FAST and the Government, arrange-
ments were made that gave FAST an incentive to keep expenses to a
minimum and to book full cargo. If successful they would make a
reasonable profit ; if the net result of actual vessel expenses less revenue
was higher than estimated, they could incur a loss.

During the first year of experimental commercial operation, rev-
enues were greater than expected, and voyage expenses less. The
annual operating loss was thus approximately $400,000 less than
anticipated, half of which was “profit” to the operator and half re-
turned to the Government. The vessel operated in and out of ports
routinely and there were no delays in schedule caused by reactor plant
malfunction.

The annual vessel outage for inspection, which was 80 days in the
first year of experimental commercial operation, was reduced to 12
“out-of-service” days in the second year. Plant and vessel operation
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throughout the 2 years was normal. The Savanyam demonstrated that
a nuclear-powered merchant vessel can operate successfully in regular
commercial trade.

It was initially planned to lay up the NS Savan~am in August 1967,
the end of the charter year, since the construction and operation of
the ship had established the technical feasibility of nuclear-powered
merchant ships, and had provided much valuable data concerning the
economics of nuclear ships. The layup was expected to achieve a
savings of approximately $2 million per year. The recommended layup
and consequent reduction in appropriations was the subject of ex-
tensive congressional interest, as well as interest on the part of indus-
try and the public. It was recognized that the proposed action was
generated primarily by Federal budgetary and fiscal policies, taken on
balance with all program requirements. However, as was testified
before the House Merchant Marine and Fisheries Committee, the
Maritime Administration recognized that there were still significant
benefits to be gained from its continued operation—such as:

(1) Maintenance and expansion of a cadre of skilled officer
personnel capable of operating future nuclear vessels.

(2) Expansion of agreements between U.S. and various other
countries regarding SAvANNAH use of their ports and
waters.

(3) Accumulation of additional operating and technical data
as a basis for improved design and operational
procedures.

(4) Development of a safety record for consideration by the
insurance industry to reduce or minimize the basic un-
certainties involved in the nuclear ship operation and
thereby tend to reduce liability requirement cost.

Considering all these facts and the increasing active interest in the
potential benefits from use of nuclear power on merchant ships of
the future, it was- decided to continue the experimental commercial
operation of the ship for a third year, if the necessary appropriated
funds were made available by the Congress, as recommended by the
House Appropriations Committee.

The Nuclear Servicing Facility at Galveston, Tex., continued to
prepare procedures and equipment necessary for refueling the
Savanwan reactor, which is scheduled to begin in August 1968. The
staff has also been actively engaged in up-dating mechanical and
electrical plans for the ship and engineering design changes to improve
operational reliability.

Nuclear Ship Research

In May 1966 the Maritime A dministration sent inquiries to 56 U.S.
ship operators to determine the extent of current interest in building
and operating nuclear-powered merchant ships. Thirty shipping com-
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panies, representing over three-quarters of the tonnage polled, ex-
pressed a desire to build and operate nuclear ships if profitable
operation in their services proved feasible. Five of the 80 stated that
under such circumstances they would be interested in having a com-
bined total of 51 nuclear ships in operation within the next decade.

The replies made by leaders of the maritime industry brought out
several other significant points, including the following three:

Among those operators most likely to be interested in a nuclear
ship program within the next 10 years, there was interest in a variety
of ship designs: freighters, tankers, containerships, bulk carriers, and
LASH-type vessels—indicating that nuclear propulsion may ulti-
mately achieve wide application.

The majority of the companies polled felt that a second generation
nuclear ship program is necessary before large scale construction
programs get under way, in order to demonstrate favorable economics,
gain knowledge of technology and operating experience, clear legal
and regulatory barriers, and open the world’s ports to commercial
nuclear ship operations.

Many companies had nuclear ship economic studies in process. The
Maritime Administration provides assistance in these efforts by dis-
seminating economic data on nuclear ships to all interested ship
operators as it becomes available.

A study of the application of nuclear power to advanced high-speed
merchant vessels on Trade Route 12, U.S. North Atlantic to the Far
East, was completed for the Maritime Administration by John J.
McMullen Associates, Inc. Entitled “Maritime Nuclear Power for
High Speed Services, U.S. North Atlantic to Far East,” the study
concluded that from the operator’s point of view, the 30-knot nuclear
system was predicted to have a higher profit return than either a 20-
knot or 27-knot conventionally fueled system. The 80-knot system, said
the study, would have a much greater ability to withstand an extended
period of rate competition from projected foreign nuclear ships.

In order to eliminate and correct design features which might prove
unacceptable to the Atomic Energy Commission Regulatory Staff
before letting any contract for a nuclear vessel, it was decided to offer
to cooperate with each reactor manufacturer proposing a fixed price
plant, by sharing the cost of preparation of a preliminary safety
analysis for review by the AEC. Contracts were developed with the
Westinghouse Electric Corp. and the Babcock & Wilcox Co. The cost
of each reactor safety analysis is shared with the reactor manufacturer.

General Dynamics was awarded a $394,590 contract to study the
economic and technical feasibility of an advanced nuclear cargo ship
system for high speed container service. General Dynamics is to pro-
vide the application design for a commercial nuclear propulsion plant
for a large, 100,000 SHP, 80-knot containership, and to evaluate capi-
tal costs, operating costs, and productivity of the nuclear-powered
ship as compared to equivalent conventional fossil-fuel ships. Reactor
and machinery space arrangements will be provided which will ac-
commodate any combination of reactor plant and propulsion ma-
chinery presently available.
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ADVANCED SHIP CONCEPTS

Surface-Effect

The Joint Surface-Effect Ship Program Office, established by the
Department of Commerce and the Navy Department in June 1966, was
negotiating contracts <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>