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HIGHLIGHTS OF 1968

® During the year contracts were awarded for 12 highly productive
new ships at a cost of $250.5 million, of which the Government will
pay approximately $124.8 million in construction-differential subsidy.
Bids for a total estimated cost of $280.4 million were received on 11
additional ships. Fourteen lines operating about 800 ships received
$200,129,670 in operating-differential subsidy payments during the
year for amounts due in fiscal year 1968 and prior years.

® One hundred forty-four Government-owned ships operated by
private steamship companies carried 2,600,000 measurement tons of
cargo for use of U.S. troops in Vietnam, or 27 percent of the military
cargo shipped to Southeast Asia.

e The United States has more containerships in operation or under
construction than any other country. Progress is being made in develop-
ing a “land-bridge,” by which land and water carriers will join forces
to move full containerloads swiftly across oceans and continents.

e U.S. subsidized and nonsubsidized operators have indicated an
interest in building 220 ships in the 5 years 1969-1973, of which about
35—40 would be bulk carriers. A research study of a competitive U.S.-
flag dry-bulk shipping system has been awarded to pave the way for
economic U.S. participation in the growing bulk trades.

e New applications for Federal Ship Mortgage Insurance on 15
vessels were approved and contracts to insure mortgages were placed
on 11 vessels, for which commitments had previously been approved,
bringing total insurance in effect to $651.6 million on 129 vessels. Under
the Ship Exchange program 22 privately owned ships were exchanged
for 22 Government-owned ships to be converted for nonsubsidized
services. Together the mortgage insurance and ship exchange programs
have resulted in nearly $2 billion in ship construction and conversion
work for U.S. shipyards.



INTRODUCTION
AND SUMMARY

The Maritime Administration administers programs authorized
by the Merchant Marine Act of 1936, as amended, and related shipping
statutes to aid the development, operation, and maintenance of an
efficient and modern American Merchant Marine. These include the
operating-differential and construction-differential subsidy programs,
ship mortgage insurance, vessel exchange, cargo preference, research,
maintenance of reserve fleet, maritime training, and other Government
aids to merchant shipping.

In addition to carrying out the day-by-day functions required to
maintain and promote the U.S. merchant fleet, the Maritime Admin-
istration has been working toward the development of new plans and
new concepts designed to improve the American Merchant Marine.
At the same time it has given particular emphasis to the need for
economy and efficiency of operation in all areas.

SHIPBUILDING

A B-year plan of shipbuilding projections was being worked out
to permit the development of programs and budgets related to future
overall requirements of the Merchant Marine. In January all Ameri-
can shipping lines, subsidized and unsubsidized, were requested to
submit their shipbuilding plans for the next 5 years (1969-1973), so
that the Maritime Administration could base its plans on the indi-
cated needs for new ships. Some 85 lines replied that they would like
to build a total of about 220 ships of all types during the period. These
would include about 3540 bulk carriers, some 25 tankers, and the rest
liners, most of which would be advanced unitized cargo ships
such as containerships, lighter-aboard ships, seabarges, roll-on/roll-
off types, etc.

Applications for new ships to be built with any kind of Government
help are reviewed by the Maritime A dministration to insure that the
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proposed plans and specifications are for ships that will be suitable
for the proposed service, the most productive available, devoid of
unnecessary equipment, and procured in a manner and in numbers that
will result in the lowest overall cost.

This insistence upon productive ships has led to design of such new
concepts as the LASH and Seabarge types, which carry loaded barges,
and full containerships. The United States has more specialized con-
tainerships in operation or under construction than any other country,
including not only newly built ships, but many converted by nonsub-
sidized operators from standard type ships exchanged from the
reserve fleet. Some of these converted containerships have been par-
ticularly valuable in carrying military cargoes to Vietnam because of
the ease and rapidity with which they can be unloaded. In turn the
increase in container fleets has made it possible for Maritime, working
with railroads, truckers, freight forwarders, and foreign Govern-
ments, to assist in the development of the promising ‘“land-bridge”
concept, in which water carriers will join with land carriers to speed
full containerloads across oceans and continents to their ultimate des-
tination, thus improving service and lowering cost for shippers.

While these large sophisticated types of ships are more expensive
than conventional ships to build, the Maritime A dministration has been
endeavoring to get the most for available funds by encouraging the
use of multiple ship contracts. Owners are urged to group their require-
ments into common designs which can be ordered in large numbers
to reduce per ship costs.

A most notable example of multiple-procurement savings was the
contract placed for 11 LASH (Lighter-aboard ship) types for Pru-
dential Lines, Inc., and Pacific Far East Line, Inc. The two com-
panies had originally wanted to build five and six ILASH ships
respectively of a slightly differing design. They were persuaded to
agree on identical ships which could be ordered from one yard. The
award of the 11 ILASH ships at a contract cost of $234.6 million to
Avondale Shipyards, New Orleans, La., was the largest order to be
placed at one time in one yard since World War II. The total savings
to the Government alone of ordering the ships in one package to one
basic design is estimated at about $6.9 million. The shipyard then
proposed the use of a more economical type of steel in building the
ships, to which the companies agreed. The additional saving of $1.1
million will be shared by the lines, the Government, and the yard.

A 12th ship ordered for subsidized construction during the year also
resulted in an overall cost saving, since it was a sixth ship for United
States Lines identical to five containerships already under construc-
tion. Cost of the sixth ship at $15.9 million was $2 million less than
each of the other five ships. The Government’s share of the cost will be
about $7.9 million.

The award of contracts for these 12 ships brought to a total of 167
the ships delivered or ordered since the start in 1955 of the 800-ship
long-range replacement program of the 14 subsidized operators. At the
year’s end, 181 had been delivered, and 36 were under construction, at
a total contract cost of over $2 billion. (See Chart 1.)

828-077 0—69——2 3



CHART L SHIP REPLACEMENT PROGRAM

Number of New Ships : . Millions of Dolla‘ré

45 — 450
E: Number of new ships contracted for
w30 — P Original contract cost — 400
[: Government share of original contract cost -
35 — (construction differential subsidy & cost of —: 350
national defense features)
30 — — 300
25 — — 250
20 — — 200
15 — — 150
10 — — 100
- — 50
" I H 18]
1956 1957 1958 1959 1960 1 9@1 1962 1963 1964 1965 1966 1967 '1968 .
FISCAL YEAR 1956 1957 1958 1959 1960 1961 1962
New Ships Contracted for 4 0 15 14 13 31 13
Construction Contract .

Award ($) 94,899,332 0 166,931,831 140,434,775 170,274,379 302,066,749 128,855,000
Owner's Share 55,637,470 | 0 87,429,528 73,366,595 87,431,905 152,054,988 65,090,000
Special Features, Paid

100% by Owner 010 291,100 368,796 146,089 0 0
Construction Differential .

Subsidy 38,609,730 | 0 71,921,575 ™ 65,051,776 81,479,145 147,146,807 63,353,628
National Defense Features 652,132 .| 0 1,289,628 1,647,608 1,217,240 2,864,954 411,372

FISCAL YEAR 1963 1964 - 1965 1966 1967 1968 TOTAL
New Ships Contracted for 18 15 14 17 1 12 : 167
Construction Contract - ] ) ) B

Award ($) 205,598,652 155,999,087 168,283,260 254,436,365 15,715,450 250,536,000 | 2,054,030,880
Owner's Share 98,991,000 71,702,712 78,273,000 117,727,048 7,047,000 124,646,000 1,019,397,246
Special Features, Paid

100% by Owner 0 0 0 1,959,010 110,450 907,028 3,782,473
Construction Differential

Subsidy 106,294,792 83,988,655 89,644,770 133,029,953 8,513,000 124,839,972 1,019,873,803
National Defense Features 312,860 307,720 365,490 1,720,354 45,000 143,000 10,977,358

Note: Figures exclude escalation, changes, and engineering and outfitting budgets.

* Includes extra cost of allocation of shipbuilding contracts involving 10 ships, rather than award by competitive bidding. This is in accordance
with provisions of Sec. 502 (f) of 1936 Merchant Marine Act, which allow for contract allocation in special cases.

Bids on an additional 11 ships were received just before the end of
the fiscal year. Again a multiple-procurement award would be made
possible by the joining of American President Lines, Litd., and Farrell
Lines Inc., in ordering large containerships of almost identical design.

At the year’s end applications were pending from four subsidized
and eight nonsubsidized operators for construction-differential subsidy
aid for building or converting 61 ships, including 30 bulk carriers.
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CHART IL MORTGAGE INSURANCE

RESERVE FUNDS ' ~ LIABILITIES *

Millions of Dollars
20

18.8 . Statutory Limit $980 million (principal only) _

- Expense ’ : (After deducting transfer of $ 20 million to .
Dept. of Interior for fishing vessels)
[] income 15.2 4o .

12.9 651.6

15

0 —— e - o -
1964 1965 1966 1967 1968 . 1964 1965 1966 1967 1968
. P ' - . *includes interest i

MORTGAGE INSURANCE AND EXCHANGES

In addition to construction-differential subsidy, the Maritime Ad-
ministration carries on two other programs designed to assist in build-
ing or converting ships for commercial service. Under the Federal Ship
Mortgage Insurance program, the Government may insure commercial
loans obtained to aid in building or converting ships. New applications
to insure 15 ships for a total of $121 million were approved, and con-
tracts aggregating $50.8 million on 11 ships for which commitments
had been made in prior years, were placed during the year. Total
insurance in effect at the year’s end was $651.6 million (including
. interest) on 129 vessels. Applications were pending for insurance of
43 ships, 10 tugs, and 713 barges (mostly for use with LASH and
Seabarge ships), for a total of $334 million. Retained income in the
fund at the year’s end was about $19 million. (See Chart 2.)

The Federal Ship Mortgage Insurance program has resulted in more
than $1.7 billion worth of work for American shipbuilders. Only seven
defaults have occurred on insured mortgages. There were no defaults
in fiscal year 1968.

The vessel exchange program provides that unsubsidized operators
may exchange old uneconomic ships for better types from the reserve
fleet, paying in cash the excess value of the ship traded out over that
traded in. During the year 22 privately owned ships were traded for
22 Government-owned ships, which were to be converted to upgrade the
tramp and domestic services. Since 1960 this program has resulted in
the exchange of 107 privately owned for 108 Government-owned



RECAPITULATION, 1961-6 30 68

Ships traded out, | Ships traded in,
by type:

13 Liberty

9
40
10
13
15

1 Passenger

Total 103 Ferry 17
Bulk Carrier 11

Total 107

FISCAL YEAR 1964
Ships Traded Out 11 16 18
Ships Traded In 13 18 18
Cash Received by MARAD
Est. Cost to Put Ship to Sea, 276,836 115473 920,274 1,146,279 1,348,280
or § to U.S. Shipyards 2,871,834 8,241,341 3,902,164 39,247,609 58,274,133
FISCAL YEAR 1966 1967 1968 TOTAL
Ships Traded Out 103
Ships Traded In

107
Cash Received by MARAD 3,413,653 3,663,921 8,079,496 18,957,212
Est. Cost to Put Ship to Sea,

or$toUS. 42,334,486 18,121,211 6,204,018 179,196,796
Al “cash received” figures, FY 1965 to present, are subject to adjustment. Due to lack of information, figures on cost of putting ships to sea, 1967
to present, are only partial; 1968 figures reflect data available on three ships.

NOTE: Public Law 86-575, enacted July 5, 1960, authorized the exchange of certain war-built vessels for more modern and efficient war-built

vessels owned by the United States. Public Law 89-254, enacted Oct. 10, 1965, amended P.L. 86-575. Among its provisions: extension of time

perioc for exchange prograii to 1970: further definition of U.S. citizen ownership requirements: and certain requirements for operation of traded out
tanker vessels.

1965

"

N

i

ships, about $179 million in reconversion work for U.S. shipyards, and

payment of nearly $19 million in cash to the Government. (See
Chart 3.)

SHIP OPERATION

The Maritime Administration is responsible for directing the opera-
tion of Government-owned merchant ships when required in national
emergencies. After the Department of Defense in 1965 asked for ships
from the National Defense Reserve Fleet to assist in carrying military
supplies to support our armed forces in Vietnam, a total of 161 ships
were withdrawn from the fleets, repaired, and assigned to private ship-
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ping companies for operation under General Agency Agreements
(GAA). At the end of fiscal year 1968 there were still 144 GA A ships
In operation under the direction of the Military Sea Transportation
Service (MSTS). During the year they carried 2,600,000 measurement
tons, or 27 percent of all cargo from the United States to Vietnam
which was handled by ships under the direction of MSTS.

In addition to Government-owned ships, many privately owned
commercial ships were under charter to MSTS or carried partial loads
of cargo for Vietnam. On June 30, 1968, there were 47 subsidized and
119 nonsubsidized dry cargo ships (Chart 4) and 51 tankers engaged in
MSTS service. Of the 23.9 million tons of cargo carried to Vietnam by
U.S. ships from July 1, 1965, through June 30, 1968, commercial mer-
chant ships carried 15.4 million measurement tons or 64.6 percent of
the total, and Maritime Administration ships carried 6.8 million tons,
or 28.6 percent. The other 1.6 million tons, or 6.8 percent, was carried
by the nucleus fleet owned by MSTS. (See Chart 5.)

While improvement in port facilities in Vietnam and the introduc-
tion of chartered containership services to carry MSTS cargoes had cut
down waiting time and made it possible to withdraw some 22 Govern-
ment-owned ships from GAA service, there were serious delays to
GAA ships because of continued shortages of seamen, especially in
licensed officer categories. (See Chart 6.)

The demands for shipping to support military operations in South-
east Asia resulted in a severe drain on commercial services and on ships
available to carry other Government-sponsored cargo, half of which
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CHART V. VIET NAM GPMTIONS

~ Meas. Tons (Mdhons) . . Meas. Tons (Millions)

12 — : e — mm— 24
23.8 ~

1.6

Nucleus
10 (9.6
4 — - 6.0
Berth
8 30~
6 ‘ = . /9_4

Charter

FY 1966

CHART VI. CREW SHORTAGES, GAA SHIPS

150

275 days delayed

‘ - . Total sailings
120 : : [ Ne. sailings délo‘yed»
- B Total days delayed

90

60

30

must, by law, be transported in U.S. flag ships if such ships are avail-
able at fair and reasonable rates. Of this so-called “cargo-preference
cargo,” U.S. ships in 1967 carried only about 40 percent (Chart 7), the
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CHART VIL. CARGO PREFERENCE:
US. FLAG PARTICIPATION

L (All Agencies Except D.O.D.)
Millions of Tons Percent
30 100

TOTAL TONS

1955 56 58 50 60 61 62
’ e CALENDAR YEAR

CALENDAR YEAR 1955 1956 1957 1958 1959 1960
TOTAL TONS ' 15.825 15.706 17.867 18.322 16.153 21.379
U.S.-Flag Tons ' 10.022 7.012 8.116 8.487 7.345 10.255
U.S.-Flag Percent 63.3 446 454 46.3 455 48.0
Dept. of Agriculture '’ 2.758 6.057 8.055 9.489 9.446 14.266
AlD." 6.662 9.357 8.899 8.079 6.693 7.094
Others ' © 6.405 292 913 754 014 .019

CALENDAR YEAR 1961 1962 1963 1964 1965 1966 1967
TOTAL TONS * 20.528 22,992 24.334 21.988 19.574 20.448 16.217
U.S.-Flag Tons * 10.920 12.992 14.119 12.023 10.478 8.651 6.480
U.S.-Flag Percent 53.2 56.5 58.0 54.7 53.5 423 40.0
Dept. of Agriculture ' 12.976 15.837 15.443 16.029 13.646 14.584 10.659
AlD." 7.526 71.127 8.813 5871 5.889 5.788 5470
Others ' * .026 .028 078 088 .039 076 .088

NOTE: P.L. 664, 83rd Congress, enacted August 26. 1954, requires that at least 50% of the gross tonnage of all cargoes procured for the United
States for its own account, or for any foreign nation or when the U.S. shall assist in the financing of any goods, equipment or commodities
for a foreign nation, shall be transported in privately owned U.S. commercial vessels.

"In millions of tons. *lIncludes shipments by Dept. of Interior, TV.A.. Inter-American Development Bank, Bureau of Public Roads, and the General

Services Administration through 1963. after which the GSA shipments are included with Dept. of Agriculture.

second consecutive year in which foreign flag ships carried more than
their maximum share of 50 percent, because of unavailability of U.S.
flag ships.

The “fair and reasonable” or “guideline’ rates, which are established
as a celling on rates to be paid U.S. flag ships carrying cargo prefer-
ence cargoes, are set by the Maritime Administration. During the
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TOTAL TONS

“

U.S. PERCENT OF TOTAL

~

o
iy,
. ) e e .
v S ey VOO &
LS L il i

iy
by - o S
TRV A O T gt nlllllll-uuninu,,,,

CALENDAR YEAR 1947 1948 1949 1950 1951 1952 1953 1954 1955 1956
Total Tons (Millions) 142.2 139.0 133.2 117.5 193.1 187.9 178.0 177.0 226.2 260.1
US. Flag Tons 819 67.0 60.3 49.7 76.8 64.4 51.7 48.7 53.1 53.9
U.S. Percent of Total 57.6 48.2 45.2 423 39.8 34.3 29.1 275 235 20.7
Liner Total Tons NA. NA. NA. NA. NA. NA. NA. NA. NA. 464
Liner US. Flag Tons NA. NA. NA. NA. NA. NA. NA. NA. NA. |
Liner U.S. Percent N.A. NA. N.A. NA. NA. NA. N.A. NA. NA.
Non-Liner Total Tons N.A. NA. NA. NA. NA. NA. NA. NA. NA.
Non-Liner U.S. Flag Tons NA. NA. NA. NA. N.A. NA. NA. NA. NA.
Non-Liner U.S. Percent NA. N.A. NA. N.A. NA. NA. N.A. NA. NA.

Tanker Total Tons 36.1 38.6 432 51.1 0 63.7 67.0 66.0 74.2
Tanker U.S. Flag Tons 226 243 21.7 274 7 244 22.1 199 17.8
Tanker U.S. Percent 62.8 63.1 64.0 53.6 0 38.3 L 32.9 30.2 23.1

CALENDAR YEAR 1959 1962 1964 1965

Total Tons (Millions) 2533 | 267.0 | 2779 | 2724 296.8 311.6 3328 | 3713
U.S. Flag Tons 309 27.1 31.0 26.3 296 285 30.5 21.7
U.S. Percent of Total 12.2 10.2 11.1 9.7 10.0 9.2 9.2 1.5
Liner Total Tons 434 48.1 50.7 49.0 483 489 50.3 49.2
Liner US. Flag Tons 14.0 13.5 14.5 126 12.7 13.5 14.2 11.2
Liner U.S. Percent 323 28.1 28.6 25.8 26.2 27.7 28.1 228
Non-Liner Total Tons 105.1 106.9 109.0 106.7 1252 136.2 161.4 1716
Non-Liner U.S. Flag Tons 8.8 8.2 84 1.8 83 8.2 9.8 8.2
Non-Liner U.S. Percent 84 1.7 1.7 7.3 6.7 6.0 6.1 438
Tanker Total Tons 104.8 1120 118.2 116.7 1233 126.5 1211 150.5
Tanker U.S. Flag Tons 8.0 5.4 8.1 5.9 8.5 6.8 6.6 8.2
Tanker U.S. Percent 1.6 48 6.9 5.1 L__ 6.9 54 54 5.5

~N.A. — Not Available. NOTE: Includes Government sponsored cargo; excludes Department of Defense cargo and U.S. ‘Canada translakes cargo.
' 1966 data revised 5°7,68. *Preliminary data — subject to future revision.

year nonsubsidized operators complained that the last general guide-
line rates set in 1957 were inadequate because of rising costs, and after
extensive hearings and review, the Maritime Administration in March
1968 set revised increased rates for the movement of full shiploads of
Government cargoes effective for the remainder of calendar year 1968.

The overall share of U.S. commercial trade carried in U.S. flag ships

10



CHART IX. US. OCEANBORNE FOREIGN TRADE: COMMERICAL CARGO
CARRIED (DOLLAR VALUE) ' ‘

Billions of Dollars : L Percent
50 100

40 —

TOTAL VALUE

N

1956 57

CALENDAR YEAR
Total Value (§ billions).................... 20.6 22.8 20.9 22.8 24.7 24.7
U.S. Flag Value ($ billions). 7.0 7.3 6.0 6.0 6.5 6.3
U.S. Percent of Total..... 33.8 32.1 28.6 26.1 26.4 25.6
Liner Total Value....... 153 16.4 153 16.8 18.5 183
Liner U.S. Flag Value. 6.1 6.4 54 55 5.9 5.7
Liner U.S. Percent..... 39.6 39.1 353 325 321 314
Non-Liner Total Value.... 33 4.0 34 3.7 3.6 3.7
Non-Liner U.S. Flag Value.. 5 5 3 3 3 41
Non-Liner U.S. Percent.. 15.0 12.6 9.2 84 9.0 10.6
Tanker Total Value..... 2.0 24 22 23 2.6 2.7
Tanker U.S. Flag Value... 4 4 3 2 3 2
Tanker U.S. Percent 20.4 16.8 114 1.5 104 7.3J

CALENDAR YEAR 1962 1963 1964 1965 1966 ' 1967
Total Value ($ billions)................... 259 275 30.0 324 35.7 37.0
U.S. Flag Value ($ billions).. 6.5 6.9 1.7 6.9 8.1 8.1
U.S. Percent of Total.. 25.1 25.1 25.8 214 22.5 219
Liner Total Value.... 18.9 19.5 213 22.3 24.5 254
Liner U.S. Flag Value.. 5.8 6.2 7.0 6.2 14 1.5
Liner U.S. Percent...... 30.1 315 32.8 27.8 30.2 298 |
Non-Liner Total Value..... 43 5.2 59 6.6 1.8 84 |
Non-Liner U.S. Flag Value... A4 5 5 A4 A4 A
Non-Liner U.S. Percent.... 9.6 9.6 8.6 6.3 5.0 4.5
Tanker Total Value...... 2.7 2.8 2.8 35 34 32
Tanker U.S. Flag Value 3 2 2 3 3 2 1
Tanker U.S. Percent 9.4 9.0 8.8 8.2 7.8 52 }

N.A. —Not Available. Note: Includes Government sponsored cargo; excludes Department of Defense cargo and U.S./Canada translakes cargo.
11966 data revised 5/7/68. *Preliminary data — subject to future revision.

continued to decline in calendar year 1967 to a new low of 5.6 percent
in tonnage and 21.9 percent in value. The liner segment of the fleet
carried a comparatively high level of liner cargoes, with 21.5 percent
of the tonnage and 29.8 percent of the value of U.S. cargoes, but non-
liners carried only 2.9 percent of nonliner tonnage and 4.5 percent
by value, while tankers carried 3.5 percent of the tanker tonnage and
5.2 percent of the value. (See Charts 8 and 9.)
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Nevertheless, the Maritime Administration continued its efforts to
encourage U.S. traders, especially importers, to use U.S.-flag liners,
since space was available on inbound ships even though the outbound
ships were for the most part full. Maritime continued also to promote
the “systems” approach in transportation, with special emphasis on
developing unitized cargo handling and containerization. Numerous
conferences were held with various transportation groups in an effort
to develop “land-bridge USA.” In this latest refinement of the systems
approach to international distribution, land and ocean carriers will set
up cooperative arrangements providing for the fast transfer and trans-
port of unitized cargoes which would be picked up on one coast from a
ship which has carried them across the ocean, transported by truck or
train across the continent, and transferred to a ship on the other coast
for delivery to final destination. A permanent intermodal (water-rail)
liaison committee was being formed to work on the many complex
problems involved in establishing a truly integrated transportation
system.

Commercial shipping was plagued by various strikes in the mari-
time industry, which resulted in a loss of 69,100 seafaring man-days,
468,900 longshoremen man-days, and 542,000 shipyard man-days.

To insure the most economical and efficient operation of subsidized
shipping, the Maritime Administration made a comprehensive review
of provisions of union wage agreements and manning scales for new
ships to determine the fairness and reasonableness of such wage and
manning scales. Several subsidy disallowances were made in the num-
ber of particular categories of seamen or in certain benefits agreed to
by the operators which the Maritime Subsidy Board found not to be
eligible for subsidy payment. In several cases the Board approved
accommodations for a smaller number of crewmen on some new ships
than had been called for by agreements between the operators and the
unions, on the basis that such additional men were not needed for the
safe and efficient operation of these ships. A number of appeals were
taken against these decisions, including a suit instituted in the U.S.
Court of Claims by Moore-McCormack Lines.

RESEARCH AND DEVELOPMENT

The development of better and more productive ship types and im-
proved methods of building and operating ships are important methods
of improving the capability and efficiency of the U.S. Merchant Marine.
The Maritime Administration’s Research and Development efforts are
directed. to these ends.

Research contracts were awarded for design and research into a
competitive U.S.-flag dry bulk shipping system which the 5-year plans
of shipping lines indicate is an urgent need.

The most economic methods of carrying out ship maintenance, the
use of modular concepts in fabricating deckhouses, and advanced con-

12



CHART X. WORLD MERCHANT FLEET

(Oceangoing Vessels of 1,000 Gross Tons and Over)

Millions of Deadweight Tons
300

250 —

WORLD MERCHANT FLEET
(INCLUDING U.S. FLEET) =

1955
12/31 12/31 12/31 12,31 12/31 12. 31 12/31 12 31
DATE 1955 1956 1957 1958 1959 1960 1961 1962
World Fleet (DWt.)........................ 130.0 136.9 1473 158.0 166.0 171.9 1773 185.8
U.S. Fleet (Dwt.)....... 34.7 33.7 333 33.7 333 326 31.0 31.1
Privately Owned.. 13.6 13.5 13.1 134 14.0 14.1 14.1 14.6
Marad Owned...................... . 21.1 20.1 20.1 20.2 19.3 18.5 16.9 16.5
12/31 12 31 1231 12 31 1231
DATE 1963 1964 1965 1966 1967 1968 1969 1970
World Fleet (Dwt.)........................ 194.3 204.2 217.2 2322 250.4
U.S. Fleet (Dwt.)....... 305 29.6 28.3 27.2 26.1
Privately Owned.. 14.6 14.7 14.7 15.0 15.1
Marad Owned....................... 159 149 13.6 12.3 11.0

cepts such as nuclear shipping, the surface-effect ship, and oceangoing
separable cargo/propulsion units were also under study.

SAVINGS AND SALES

Savings of $19 million were made during the year through value
engineering and economy, efficiency, and effectiveness projects. In ad-
dition, 122 ships were sold for scrap or nontransportation use for a re-
turn of $5.8 million. This made a total of 1,181 ships sold for scrap or
nontransportation since 1958, for a return of over $70 million.

STATUS OF FLEET

On June 30, 1968, there was a total of 2,101 ships of 25.7 million
dwt. tons in the U.S. Merchant Marine, of which 1,104 of 16.4 million
dwt. were In active service. (Appendix II1.) There were 1,062 ships
in the National Defense Reserve Fleet, a decrease of 998 in the last 10
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CALENDAR YEAR
World Total

Principal
Shipbuilding  Sweden.
Countries K

United States...

CALENDAR YEAR

World Total
Principal Japan
Shipbuilding Sweden
Countries  U. K. .
Germany (F. R)
USSR

United States

years, of which 626 were on the retention list for emergency use, and
most of the rest were scheduled to be scrapped.

The U.S. Merchant Marine on December 31, 1967, ranked fourth
among world’s merchant fleets in tonnage (1nclud1ng government-
owned ships) and 17th in tonnage of new ships built durlng the 1967
calendar year. (Charts 10 and 11 and Appendixes I and I1.)
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GOVERNMENT
ASSISTANCE

The Maritime Administration continued to implement the pro-
grams of Government financial assistance designed to aid and encour-
age U.S.-flag operators in the operation and maintenance of an
efficient, modern, competitive American Merchant Marine.

These programs included the administration of operating-differen-
tial and construction-differential subsidy programs and other Govern-
ment aids to merchant shipping. Under the operating subsidy pro-
gram, the Government 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 Amer-
ican 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 any 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 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.

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.



These are representative of
the 13 fine new ships delivered
to subsidized operators during
the year.



OPERATING-DIFFERENTIAL SUBSIDY

Fourteen operators participated in the operating-differential subsidy
program, with a total of 307 ships under contract at the end of the
fiscal year. Payments during the year on operating subsidy due for
fiscal 1968 and for prior years totaled $200,129,670.

Operating-differential subsidy accrued from January 1, 1937, to
June 30, 1968, totaled $2,912 million; recapture amounted to $243
million ; net payable as of June 30, 1968, was $2,669 million, of which
$2,517 million had been paid out, leaving an estimated unpaid balance
of $152.6 million at the end of the fiscal year. (Appendix IV and
Chart 12.) (See also Appendix V1.)

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

Operating subsidy was being paid on 109 overage ships pending their
replacement.

Determinations made on applications for various types of permis-
sion under operating differential subsidy contracts are shown below.

Table 1

APPLICATIONS UNDER ODS CONTRACTS OF SUBSIDIZED LINES
GRANTED OR DENIED

Line Request Determination

American Export Isbrandtsen | Increase maximum TR 12 sailings from 15 to 30 for | Approved:
Lines, Inc: calendar year 1968.

Reconstruct 88 Independence at company expense..____. “

Cancel ODS contract on Container Despatcher and Con- | Denied:
tainer Forwarder and combine that contract with ODS
for other subsidized wvessels:

Oonvert O3s Ezport Courier, Export Commerce, Ezport | Approved:
Challenger and Ezrport Champion to containerships
and use cagital reserve funds to finance the work; e

Merger of the Dragor Shipping Oorp: into AEIL’s
Ela.rent company, imerican Export Isbrandtsen OCo;,

c.

American Mail Line Ltd-......| Increase maximum sailings on TR 29 from 42 to 46 and .ok
revise service description to provide greater operating
flexibility and clearer description: .«
American President Lines, Increase in maximum sailings on Trans-Pacific freight
Ltd. service from 37 to 48; increase maximum sailings on
round-the-world westbound from 28 to 36; reduce
minimum sailings on line O, TR 17 from 24 to 12, pro-
vided a minimum of 42 sailings is made on R
westbound and line O combined:
Use capital reserve fund moneys for reconstruction and
improvement of container capacity of Presidents
. Lincoln and Tyler: ““
Delta S8 Lines, INCe e cccc e Phase out passenger service on 3 O3-P combos on TR
20 in 1967, and operate vessels as freighters on TR 20
11111 i 1968 until replaced by third replacement group
. ships:

Grace Line INCe e oooeo . Decrease maximum sailings from 66 to 50 for O2 ships on “
TR 4 upon withdrawal of O2 combo: A
Furnish certain agency services at U.S: ports to foreign

vessels of Oompania Anonima Venezolano de Navi-

gacion: .
Rescind permission for corporate reo ization, as “
cogc_lpa.ny was not going to proceed with the reorgani-
zation;
Lykes Bros: SS Co;, Inc_.____ Increase of 2 sailings per month on TR 22, for duration ¢«

of disruption of normal commercial relations with

Arab nations in Mediterranean; “
Recapitalization and reorganization of corporate struc-

ture and creation of wholly owned subsidiarfatg take

over ODS contract and certain assets and liabilities:

Name of the subsidiary Lykes Bros: Steamship Oos,
. . Inc;, parent company’s name changed to Liykes Oorgz ‘e
Prudential Lines, Inc.__....... Allowance of credit for trade-in of 3 Victory-type vessels
against purchase price of 3 LASH-type ships:

17



CHART XIL MARITIME SUBSIDY EXPENDITURES
Millions of Dollors - -
Dilliong ot Beley

‘ :} Operating Differential Subsidy (ODS)

350 — n . . .
Construction Differential
Subsidy (CDS), Including : TOTAL ODS & CDS
Reconstruction

1955 56 57 58

FISCAL YEAR 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967 1968
Total ODS & CDS 1207 1513 1286 1474 1564 2267 2535 3230 3154 2820 301.0 2600 2582 2978
0DS 1154 1353 1083 1200 1277 1528 150.1 1819 2207 2030 2133 1866 1756 2001
CDS (incl. Reconst.) 54 16.0 203 27.3 28.7 740 1033 1410 94.7 78.9 87.7 734 825 9717

Construction Reconstruction Total Construction Operating Total
Fiscal Differential Differential and Reconstruction Differential 0DS and
Year Subsidy ' Subsidy ' Subsidy (CDS) * Subsidy (0DS) # CDS
1936 A
1937 ) 1 1
1938
1939 $ 131,571,571
1940 (Reflects CDS
1941 adjustments cov-
1942 ering World War $ 16,601,213
1943 I period) §$ 3,286,888 $ 246,249,167 $ 471,968,043
1944 plus
1945 $ 105,852.291
1946 (Equivalent to
1947 CDS - allowances
1948 made in connec-
1949 tion with Mariner
1950 ship construction $ 5,784,595
1951 program) 14,018,284
1952 * 41,437,567 L
1953 \ ,} 62,838,704 \
1954 $ 5538417 85,038,513
1955 5,358,663 0 $ 5358663 115,391,111 $ 120,749,774
1956 1,613,737 $14,368,668 15,982,405 135,342,146 151,324,551
1957 16,379,076 3,909,195 20,288,271 108,292,274 128,580,545
1958 22,637,540 4,709,383 27,346,923 120,031,522 147,378,445
1959 21,679,547 7,065,416 28,744,963 127,693,052 156,438,015
1960 69,156,794 4,828,227 73,985,021 152,756,154 226,741,175
1961 102,118,519 1,215,432 103,333,951 150,142,575 253,476,526
1962 136,858,263 4,160,591 141,018,854 181,918,753 322,937,607
1963 90,514,302 4,181,314 94,695,616 220,676,685 315,372,301
1964 77,234,458 1,665,087 78,899,545 203,036,847 281,936,392
1965 87,649,008 38,138 87,687,146 213,334,409 301,021,555
1966 70,810,939 2,571,566 73,382,505 186,628,357 260,010,862
1967 81,592,502 932,114 82,524,616 175,631,860 258,156,476
1968 97,610,561 96,707 97,707,268 200,129,670 297,836,938
TOTAL $1,124,176,188 $53,028,726 $1,177,204,914 $2,516,724,291 $3,693,929,205

Notes: ' Data for construction and 'reconstruption subsidies are stated on an accrued expenditure basis and do not include any refunds of CDS made
for operation of CDS ships in domestic trades. * Data for operating differential subsidy are stated on basis of vouchers approved for payment.



CHART XIII. COMMERCIAL IMPACT ON SUBSIDIZED SERVICES OF SHIPPING
TO VIETNAM

UTILIZATION OF SHIPPING SPACE ON SUBSIDIZED SHIPS

Percent
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60
40

20

0} -
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LOSS OF LOSS OF
LOSS OF SAILINGS COMMERCIAL CARGO NET REVENUES "*
Millions of Long Tons Millions of Dollars
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2 40 o
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* Cumuvulative from July 1965 **Revenue loss from subsidized operations,

plus subsidy accrual loss, minus MSTS charter hire

Many of the subsidized lines were given permission to reduce the
required number of minimum sailings on various services during calen-
dar year 1967 because of disruptions caused by closing of the Suez
Canal, charter of some of their vessels to MSTS, and for other reasons
beyond their control. The effect on subsidized operations of diversions
to military service is shown in Chart 13.
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Pending Applications

Applications were pending from four subsidized operators seeking
increased sailings on their existing services, or on a new service.

Table 2

PENDING APPLICATIONS FROM SUBSIDIZED CPERATORS FOR
INCREASED SAILINGS AND NEW SERVICE

Trade Number
Company route new sailings

requested
American Export Isbrandtsen Lines, Inc._ . _________ ig 25
26
5-7-8-9 26
126 28
American Mail Line LitAd. oo e ecmcmmm——mme e 29 18
Liykes Bros. Steamship Co., Inc__________________cmoo 11;3 12
6 18
United States Liines, INCa c a v e eeecemecccccccccccc——m— e ——mmm 12 26
126 26

1 New.

Table 3

OTHER PENDING APPLICATIONS FROM SUBSIDIZED LINES FOR
AUTHORIZATIONS UNDER ODS AGREEMENTS

Lines (and date of request)

Request

American Export Isbrandtsen Lines,
Inc. (Aug. 2, 1967).

(Mar. 22, 1968 and Mar. 25, 1968)

(May 16, 1968)

American Mail Line Ltd

American President Lines,
(Amended appl. Aug. 21,
Orig. Feb. 11, 1966).

(June 14, 1968)

Ltd.
1967.

American President Lines, Ltd.
American Mail Line Ltd. an
Pacific Far East Line, Inc. (May
25, 1966)

Delta SS Lines, Inc.:

(June 27, 1968) « v - oo

(July 31, 1967)

Lykes Bros. SS Co., Inc. (Mar. 21,
1968)

Moore-McCormack Lines, Inc., (June
13, 1968)

Oceanic S.S. Co. (Oct. 18, 1967)

United States Lines, Inc.:
(May 1, 1968)

(June 24, 1968) . _ e

Partial rescission and modification of Lines G and H (Great Lakes
and Atlantic/Continent conventional vessel) and Line F (East-
bound round-the-world) services.

Indefinite suspension from subsidy of passenger ship Atlantic and
use of the ship in the American World Trade Ship program.
igg;}; was temporarily withdrawn from subsidy as of Oct. 13,

Withdraw Container Despatcher and Container Forwarder from
subsidized service and charter to the Military Sea Transportation
Service for ‘“Operatlon SHEDS’’. Substitute containerships
under construction In subsidized service.

ODS to retrofit five freighters. (Approval of a retrofit program at
AML expense was granted in Feb. 1968, subject to later MarAd
determination of CDS for the work. AML withdrew request for
CDS in April 1968 and requested ODS as a betterment.) A

Nonsubsidized cargo service to Hawaii (docket S-191). (Hearing
held, decision pending).

Estavlish a wholly owned subsidiary, American President Lines
Passenger Service, Inc. to operate APL’s 3 passenger ships.

Merger of the companies, and immediate coordination of sailings
and solicitation.

Carry cargo between U.S. Gulf ports and San Juan, Ponce, and
Mayaguez, P.R., on trade routes 14-2 and 20.

Approval of the acquisition through May 1968 of more than 80
percent of Delta common stock by T CO Industries Inc. (formerly
Transcontinental Bus System, Inc.) through a tender offer to
exchange a new issue of TOO convertible preferred stock for
Delta common stock. .

Make 8 calls during balance of 1968 to lift cargo from Hawaii for
Europe with possible transshipment at U.S. Gulf ports.

Domestic service between Hawaii and U.S. Gulf ports.

Merger of City Moore, Inc., a subsidiary of City Investing Co.,
and Moore and McCormack Co., Inc., (Merger would make Moore
and McCormack Co., Inc., a wholly owned subsidiary of City
Investing Co.) .

Permission for Parent Company, Matson Navigation Co. to enter
into Basic Shoreside Container Service Agreement with 2
Japanese steamship lines.

Additional calls at Hawaii in domestic commerce, to the existing
maximum of 55 sailings per year.

Merger of United States Lines Company, parent of United States
Lines, Inc., and Walter Kidde & Co., with creation of a new Dela-
ware corporation Walter Kidde & Co., Inc., into which the two
merged companies will be consolidated. (Merger was approved
shortly after the close of the fiscal year.)
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Other applications from subsidized lines for various authorizations
were also pending at the end of the year. (Table 3.)

Applications for operating subsidy were pending from five non-
subsidized operators at the end of the fiscal year. (Table 4.)

Table 4
ODS APPLICATIONS PENDING FROM NONSUBSIDIZED OPERATORS

Company Trade routes Salilings Date

P requested filed
A tlantic Express Lines of America, Inc._.____._ =180 e 50-60 | Nov. 30, 1960
Central Gulf Steamship Corp. o« - oo __ 18 e 36—40 | June 16, 1964
10-13________TTTTTTTTTTTTTITIOC 44-48 | Oct.  4,1963
Isthmian Lines, Inc. (amended) - .o 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

CONSTRUCTION-DIFFERENTIAL SUBSIDY

Policy and Plans

By the end of the fiscal year, the combined 1967-1968 24-vessel ship-
building program had been largely implemented, with 13 ships con-
tracted for, and bids received on the remainder.

At mid-year the first step in a long-range program was taken with
a request to all U.S. ship operators that they submit their plans for
ship construction for the five fiscal years 1969-1973 inclusive. Both
subsidized and non-subsidized operators in the U.S. foreign trades
were invited to submit their plans for operation of either liner or non-
liner dry cargo vessels (conventional, container, barge or novel type)
or dry bulk carriers, and for oil tankers or other liquid bulk carriers.
Agency planning for ship construction during the next 5 years will
rely heavily on the data received. Responses from about 85 U.S. ship
operators had been received by the end of the year and were being
carefully reviewed. One conclusion drawn early from the responses
received was the need for some 85-40 dry bulk vessels in the next 5
years.

Building Contracts

Construction-differential subsidy contracts for two shipyards to
build 12 new ships for three companies at a total estimated domestic
cost of $250.5 million and estimated construction subsidy of $124.8
million were signed during fiscal year 1968. (See Table 5). This made
a total of 1638 cargo ships contracted for by the subsidized operators
since beginning of the replacement program in 1958 (excluding four
passenger ships ordered in 1955 and 1956), at a total contract cost of
about $2 billion. Total construction subsidy paid out since 1936 is $1.2
billion. (Chart 12.)



Table 5

CONTRACTS AWARDED IN FISCAL YEAR 1968 ON WHICH CONSTRUC-
TION-DIFFERENTIAL SUBSIDY IS TO BE PAID

Type of Number Total Estimated | Estimated
Shipping line Shipyard ship ofships| estimated CDS cost cost of
cost 1 NDF
Pacific Far East Avondale Ship- | C8-8-81b.... 6 | $127,966,000 $63, 762, 432 $78, 000
ine, Imc: yard, New
Orleans, La;
Prudential Lines, Avondale Ship- | C8-S-81b.__. 5 106, 630, 000 53, 199, 540 65,000
Inc: yard, New
Orleans, La.
United States Lines, | Sun 8.B./D.D: C7-S-68e.__-- 1 15, 950, 000 7,878,000 |acoecceeeae
Inc. go;, Chester,
a:

1 Total contract cost including CDS and National Defense Features, but excluding engineering and
change orders;

The eleven ILASH ships, six for Pacific Far East Line, Inc. and
five for Prudential Lines, Inc., contracted for at Avondale Shipyards,
in November, 1967, represented the largest number of ships of one
design contracted for in one shipyard at one time since World War II.
Maritime Administration review of the plans and specifications sub-
mitted by Prudential and Pacific Far East Line resulted in modifica-
tions involving total cost savings of approximately $900,000, of which
about half accrued to the Government. Maritime also persuaded the
lines to eliminate minor differences between the two designs. A savin
in subsidy of about $6.9 million resulted from ordering 11 ships of the
same design from one yard, clearly indicating the advantages of such
large scale orders.

No contracts were allocated under section 502 (f) of the Merchant
Marine Act, 1936.

Bids were requested on 11 additional new ships on which construc-
tion subsidy was to be paid, including rebids on three Seabarge car-
riers for Liykes Bros. which were modified to attract lower bids, and a
joint invitation for eight ships, three for American President Lines,

Litd., and five* for Farrell Lines, Inc. (Table 6.) Contracts had not
been awarded at the year’s end.

Table 6

BIDS REQUESTED FOR SUBSIDIZED SHIP CONSTRUCTION ON WHICH
CONTRACTS HAD NOT BEEN AWARDED

Number Invitation Apparent low bid
Company of ships Design date (including national
defense features)
American President Lines, Ltd.\joint invi- { 3 | C6-8S-85b..| Mar. 15,1968 | Ingalls SB Corp.,
Farrell Lines, Incorporated_.___J tation. 15 | C6-S-86a_.__| Mar. 15,1968 Pascagouls,

Miss. ($182,645,-
490 for all eight.)
Liykes Bros: Steamship Co., INCe e oo 3 | C8-S-82a___| Mar. 27,19682 General Dynamics
Corp., Quincy,
Mass. ($32,617,-
333 ea. of 3.)

1 Farrell requested reduction to 4 ships on July 16, 1968;
3 Revised:



Applications Pending

At the end of the year, applications were pending from four sub-
sidized operators and from eight nonsubsidized operators for con-
struction-differential subsidy on 61 new and converted ships, including

30 bulk carriers. (See Table 7.)

Table 7

PENDING APPLICATIONS FOR CONSTRUCTION SUBSIDY

Company Number Type
of ships
Subsidized

American Export Isbrandtsen Lines, Inc. . ——— . :g Con‘t‘a:lnerships:
10 | Bulk Carriers.
21 | Constitution.

American President Lines, Litd. . ______ . *3 | Containerships:

4 | Bulk Carriers.

Farrell Lines Incorporated. ... e *3 5 | Containerships.

Liykes Bros. Steamship Co., In¢. o __ *3 | Sea barge carriers.
29 | Pride class ships.

otal o o e e 43
Non-subsidized

Hudson Waterways CorpD - o oo 2 | Bulk carriers.

Jackson Agents, Inc______.__________________________________________ 2 ¢

Marine Carriers Corp—- .o 4 ¢

Matson Navigation Co_ - _____ . __________________ o ___ 2 | Containerships.

Overseas Transportation, Inc.___ ____________________________________ 2 | Bulk Carriers.

Penn Steamship Co-_ . ____________ 3 “

T.C.C. Shipping Co., Inc_________________ 2 b

T. J. Stevenson & Co., In¢_ __ oo 1 “

B2 7 - R 18

* Bids received.

1 Original ap%lication was for 10—amended to 5 on 1/25/68.
2 Reconstruction/conversion.

3 Reduced to 4 on July 16, 1968.

No application pending for trade-in allowances.

FEDERAL SHIP MORTGAGE INSURANCE

New applications for Federal Ship Mortgage or Looan Insurance
covering 15 ships, and aggregating $121,072,000, were approved. In
addition, mortgage insurance contracts aggregatin $50,273,400 were
Placed on 11 ships for which commitments had been made in previous
fiscal years. (Table 8).

At year’s end, the Title XI contracts in force covered a total of 126
ships, 2 ferries (including 1 hydrofoil), and 1 barge, for a total out-
standing balance of principal and interest of $651,551,562. There were
no defaults during the year.

At the end of the year, 14 applications for loan and/or mortgage
insurance were pending. They covered the construction of 43 ships, 10
tugs, and 718 barges, at a total estimated cost to the applicants of
$334,097,428. Insurance applied for would cover estimated construc-
tion loans of $205,852,000 and estimated mortgage loans of $334,434,821.

The Federal Ship Mortgage Insurance Revolving Fund received over
$3,824,000 in net income during the year (after depreciation of $132,-
857 on the Carib Queen, on loan to the Navy), making the retained
income of the fund approximately $19,025,030.
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Table 8
FEDERAL SHIP MORTGAGE INSURANCE, FISCAL YEAR 1968

No: Amount
ships Name or type Company Date to be
insured
APPLICATIONS APPROVED
5 | Alaskan Mail. . _____ American Mail Line Litd_____________ Sept: 8,1967 $28, 800, 000
Indian Mail.
Korean Mail.
Hong Kong Mail.
American Mail.
5| LASH.. Prudential Lines, Inc. o - _____ Nov. 14,1967 43, 975, 000
1 | Tanker. Penn Tankers, INC o e e Dec. 1,1967 10, 325, 000
4 | Tanker._ Falcon Tankers, COrPa o Jan. 65,1968 37,972, 000
15 121, 072, 000
CONTRACTS SIGNED
5 | President Van Buren......| American President Lines, Ltd. ....._| Sept. 29, 1967 $4, 830, 000
President Gramta oo e oo o o|caee- e ——————————————————————— Oct.: 27,1967 5, 000, 000
President Taft..__._ e e e e m Oct. 15,1967 4, 898, 000
President MCKTLEY aamcece|caea-a e c e ——— e ——————————————————— Mar. 18,1968 4, 898, 000
President Fillmoré o --_|ce--- e e e e e e May 31,1968 5, 000, 000
2 | Santa Barb@r@. ... Grace Line INCa oo e July 14,1967 4, 899, 000
Santa Isabel . |- e e e Sept: 15,1967 4, 900, 000
1| HS Victori@ o e e e Northwest Hydrofoil Lines, Inc._.__.___ Apr. 26,1968 932, 400
2 | D€l SO e e Delta SS Lines, InCo oo oo July 13,1967 2, 825, 000
DEl RO oo e e e e Oct. 10,1967 2, 825, 000
1 | Overseas Alice - _____ Intercontinental Bulktank Corp-...-_. June 14, 1968 9, 266, 000
11 50, 273, 400

RESERVE FUNDS

On June 30, 1968, balances in five construction reserve funds of oper-
ators totaled $995,219, compared with $2,320,621 in eight funds at
the beginning of the fiscal year, a decrease of $1,325,402. Two funds
were established during fiscal year 1968, and five were closed. (See
Appendix VII.)

At year’s end, statutory reserve funds of subsidized operators totaled
$130,030,307 consisting of $53,685,373 capital and $76,344,934 special
reserve funds, as compared with $185,621,257 at the beginning of the
fiscal year, a decrease of $55,590,950. (See Appendix VIII.)

In addition to the mandatory deposits in special and capital reserve
funds, four subsidized operators were authorized to make voluntary
deposits of $6,683,756.

TRADE ROUTES

At year’s end a review of all essential trade routes was nearing com-
pletion. The extensive review was being made to keep abreast of the
changing U.S.-flag ship and service requirements on these routes re-
sulting from the container revolution and systems approach to ship-
ping services.

Attention was also being given to the requirements of particular
routes in connection with ship replacement requirements of subsidized
operators. Such new developments as the “land-bridge concept” were
being considered from the standpoint of the effect on trade flows and
ship requirements.
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PROMOTION

CARGO PROMOTION

The Maritime Administration continued its cargo promotion pro-
gram, endeavoring to increase the percentage of import and export
cargo carried by the American Merchant Marine in our foreign com-
merce and to protect and develop the domestic segment. However,
despite this effort, participation of all segments of the U.S.-flag
merchant fleet declined further below a satisfactory level during the

ear.

v Two adverse factors contributing to the decline since 1965 continued
to prevail, resulting in further decline in the percentage of liner ton-
nage carried by U.S.-flag ships on the essential trade routes from 23.1
percent in 1966 to 22 percent in 1967. These were the diversion of ves-
sels to carry military cargoes for the Military Sea Transportation
Service and the demand for space by the Department of Defense in
those vessels remaining in regular service.

The volume of the country’s foreign commerce carried in liner vessels
also declined slightly in 1967 to 50,158,000 tons from 50,768,000 on all
routes in 1966. U.S. flag liner cargoes declined from 11,282,000 to 10,-
820,000. By value, however, U.S.-flag ships carried 29.8 percent of all
U.S. liner cargoes in calendar year 1967.

U.S. flag participation in tanker and non-liner or irregular carry-
ing declined to new low points during 1967, although these areas have
shown the greatest growth in the foreign waterborne commerce of the
United States; however, the demand for nonscheduled vessels for
Vietnam use and the continued closure of the Suez Canal put increased
demands on tankers and bulk carriers. '

Efforts were continued to solicit the support of commercial im-
porters and exporters to maximize the use of U.S. flag bottoms. Be-
cause of the heavy demand for outbound space on American ships,
emphasis was again placed on soliciting the importer’s support. Pre-
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liminary data indicated that in the first quarter 1968, U.S.-flag ships
carried 25.1 percent of imports, an increase of 3.4 percent over the
corresponding period of 1967.

The Merchant Marine traveling exhibit was remodeled to display a
containership rather than a break-bulk cargo ship, to reflect the leader-
ship of the American Merchant Marine in the containership field. The
exhibit was displayed at several trade fairs and conferences during
the year.

CARGO PREFERENCE

The Maritime Administration exercises general surveillance over
the operation and administration of the Cargo Perference Act, which
reserves half of all Government-sponsored cargoes to U.S.-flag ships.
The shortage of ship space caused two important programs—the agri-
cultural surplus disposal and ATD shipments—to drop below the re-
quired 50 percent minimum. Table 9 shows the percentage of U.S.-flag
carryings under the several major Government-sponsored programs:

Table 9

U.S. FLAG CARRYINGS UNDER GOVERNMENT-SPONSORED PROGRAMS
IN CALENDAR YEAR 1967

Total tonnage Percent
Program or freight U.8; flag U.8.
revenue
Public Law 480 tons._.. 10, 659, 000 3, 932, 000 1 36. 9
AID ~do__.._ 5, 470, 000 2, 517, 000 246.0
Export-Import Bank _ e $76, 300,435 | $66, 143, 813 86.7
Inter-American Development Bank ____ . _________________ tons__ 12, 000 12, 000 100. 0

1 Continuing U.S. flag deficiency caused by large proportion of U.S. tramp fleet being diverted to meet
Vietnam military requirements. Calendsr year 1966 percentage was 40.

2 Low U.8. flag participation is attributed to non-availability of U.S. tramp vessels for carriage of Public
Law 480—T'tle 1T grain and fertilizer, chiefly to India. Calendar year 1966 percentage was 48.2.

During the year the Maritime A dministration met with representa-
tives of industry and labor and conducted a review of the adequacy
of guideline rates for the movement of full shipload lots of U.S.
Government-sponsored cargoes coming within the purview of the
Cargo Preference Act. Two interim rate adjustments based upon tenta-
tive estimates of general cost increases were made, and on March 20
and March 26, 1968, the Maritime A dministration issued a series of
guideline rates effective for the remainder of calendar year 1968.

Waivers

Public Resolution 17, enacted in 1984, requires that exports of agri-
cultural and other products from the United States, purchased with
the aid of Government loans, must be carried on U.S. ships except
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when waivers are granted by the Maritime Administration. Tt has
been Government policy to grant waivers permitting 50 percent of
such cargoes to be carried on ships of recipient nations when there
is no discrimination by those countries against U.S.-flag ships.

The Maritime A dministration approved 30 general waivers of Public
Resolution 17 during calendar year 1967 to 10 nations, authorizing for-
eign ships to carry up to 50 percent of their U.S. purchases financed
by the Export-Import Bank.

Discriminatory practices by Brazil and the Philippines led to sus-
pension of action on requested waivers of Public Resolution 17 during
fiscal year 1968, and discriminatory practices of the Dominican Re.
public led to the cancellation in December 1967 of waivers previously
granted for movement of cargoes under three Export-Import Bank
credits.

INTEGRATED TRANSPORTATION SYSTEMS

During the fiscal year, the Maritime Administration continued to
emphasize promotion of the integrated transportation system concept.
Through conferences with representatives of the various transportation
industries, specific attention was directed toward development of a
greater team relationship among the various transportation modes,
particularly with a view toward promoting the development of the
“land-bridge” concept. Under this concept, cargoes moving between
the Far East and Europe would transit the U.S. by truck or rail. At
the year’s end, a permanent intermodal (water-rail) liaison committee
was being formed to work toward the implementation of the “land-
bridge.”

The Through Container project undertaken in conjunction with the
Federal Republic of Germany in 1967 was completed during the year
and a final report was being developed. Diverse containerized cargoes,
requiring the employment of many cargo-handling techniques, were
moved between points in the United States and inland German cities,
and the techniques underwent thorough review.

In December 1967 regulations concerning utilization of capital re-
serve funds were amended to delete reference to specific configurations
of containers as requisite for eligibility to use capital reserve funds in
purchase of reconstruction of containers.

MARITIME DAY

The 12th annual National Maritime Day Poster Contest sponsored
among U.S. high school students by the Maritime A dministration and
U.S. shipping industry, in cooperation with the Post Office Depart-
ment, was won by George Maskaly, of Carteret, N.J. The winning
poster was unveiled on the steps of the Capitol and the winner was
presented a $500 award. The poster was displayed on all U.S. mail
trucks during the month of May, and the placing of the first local
poster was a ceremonious occasion in many communities.
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Maritime Day poster contest winner George Maskaly and his family with the
winning poster on the Capitol steps.

Maritime Day was observed at the Maritime Administration head-
quarters by special tours of the Merchant Marine Museum and showing
of films for area students. Illustrated talks on the American Merchant
Marine were also presented to over a thousand area students in their
classrooms around Maritime Day.

Maritime Day was also celebrated with the first public demonstration
of a two-way ship-to-shore communication via satellite, when the Act-
ing Maritime Administrator spoke from Baltimore to the master of
the Santa Lucia off the coast of Chile during a Maritime Day luncheon.

PORT DEVELOPMENT

The Maritime Administration participated in the work of various
Government and private agencies to develop broad planning programs
for nationwide water resources development, including long-range
plans for improving and expanding the system of deep-draft harbors
and channels or developing possible alternatives to serve the trade of
the United States, its territories and possessions.

Several studies and reviews of proposed port development projects
in economically depressed regions of the country were again under-
taken during the year at the request of the Economic Development
Administration. Maritime also presented several studies and ideas
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concerning its participation in port activities to the National Council
on Marine Resources and Engineering Development.

Additional comprehensive evaluations were made on several pro-
posed Corps of Engineers river and harbor projects, with specific at-
tention to the effect of the proposals on the economic and technical
aspects of port development and on the movement of waterborne
commerce.

A report, “Information and Preliminary Criteria on Planning Con-
tainer Terminals,” including data on terminal design criteria and
summary of existing and proposed container port terminals in the
United States, was issued to assist ports in container terminal con-
struction programs.

DOMESTIC SHIPPING

A study to determine the feasibility of developing Puerto Rico as a
distribution center for the Caribbean area and the prospects for ex-
pansion of Puerto Rico’s exports, including an analysis of trade flows
within the Caribbean basin, was undertaken at the request of the Secre-
tary of Commerce and the Commonwealth of Puerto Rico.

Efforts to relieve a shortage of shipping space for non-containeriz-
able cargoes reported by shippers since the suspension of Alcoa Steam-
ship Co.’s sailings in late 1966, resulted in an application by Delta
Steamship Line to serve Gulf ports and Puerto Rico, which was
pending hearing. '
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New ship designs or systems and improved ships’ components to improve the
efficiency of the U.S. Merchant Marine are the goals of the research and develop-
ment programs of the Maritime Administration.




RESEARCH
AND DEVELOPMENT

ADVANCED RESEARCH CONCEPTS

Oompetitive Merchant Ship—Three research contracts were
awarded to initiate a program which will include the design, research,
and procurement of a competitive U.S.-flag dry bulk shipping system.
Booz-Allen Applied Research, Inc., of Bethesda, Md., was awarded a
$300,000 contract for a 9-month study of system requirements and
constraints, with an analysis of alternative concepts. To back up the
Booz-Allen study, a $85,000 contract was awarded to Stanford Re-
search Institute of Menlo Park, Calif., to complete a bulk commodity
forecast, and a $120,000 contract was awarded to Litton Industries,
Culver City, Calif., for a technology and technical innovations study.
The contracts were awarded after response from U.S. shipping com-
panies to the Maritime A dministration’s request for 5-year shipbuild-
ing plans revealed a need for some 8540 dry bulk vessels in the next
5 years.

The Booz-Allen study will be in five parts: (1) a forecast of dry
bulk cargo movement in U.S. foreign trade and development of
alternative ways of assessing the national need for American dry bulk
carriers; (2) a systems analysis of the number, performance, charac-
teristics, and lifetime costs of a fleet of dry bulk cargo ships as a basis
for soliciting proposals for the competitive design; (8) identification
of financing arrangements which will utilize private financial chan-
nels to the maximum extent, and provide maximum incentive to the
shipowners at minimum cost to the Government ; (4) evaluation of the
effects of variations in ship characteristics and determination of tech-
nological innovations to be included in the ships, such as modular
construction and automation; (5) an analysis of specific dry bulk
trades and routes to identify those with a high potential for competi-
tive American-flag participation. * :



Transocean Tug Barge—A transocean tug barge feasibility study
was undertaken by Matson Research Corp. under a $186,000 contract.
The study is to evaluate the technical and economic feasibility of uti-
lizing separable cargo and propulsion vehicle units in the international
transportation of bulk, break-bulk, and unitized cargoes.

The “tug barge” concepts offer potential for significantly improv-
ing the utilization of those components of a ship not associated with
the cargo handling operations in port. This refers to the propulsion
system, navigational capabilities, and crew accommodations, all of
which may be consolidated into a single, smaller vehicle, a “tug”. The
remaining, cargo-oriented functions may then be ascribed to a second
vehicle, a “barge”. Thus, a “tug” provides operational capabilities at
sea to one or more “barges” and is free to drop off and pick up these
cargo-carrying subunits during relatively short stays in port. The
tug-barge concept is not limited to the slow speed inland and coastal
tug-barges now in operation.

Surface-Effect Ship—As part of the Joint Surface-Effect Ship pro-
gram established by the Navy Department and Commerce Depart-
ment to develop a large oceangoing surface-effect ship, a number of
contracts were let during the year for study of various propulsion
systems and other components and test facilities for a surface-effect
ship.

A $129,776 contract was awarded to Stanford Research Institute,
Menlo Park, Calif., for a surface-effect ship economic opportunity
study. The study is being undertaken to identify trade areas of inter-
est to the Maritime A dministration for surface-effect ship operations;
to define and evaluate the operational and economic feasibility of
future surface-effect ship and commercial enterprises; to define vehicle
and system operation support requirements; and to define and evaluate
the national potential of surface-effect ships.

SHIP OPERATIONS RESEARCH

M aintenance Management Systems—A. 1-year $395,431 contract for
the first phase of a study to analyze the economics of ship maintenance
and to develop the most economic policy for performing ship mainte-
nance was awarded to Litton Systems, Inc., Culver City, Calif. The
study is designed to determine the economic and operational optimum
between the extremes of providing both personnel and material aboard
ship for the performance of all maintenance, and carrying out all
maintenance on shore.

SHIPBUILDING AND PORT PROGRAMS

Shipbuilding Methods—As a preliminary step in research to reduce
the cost of building ships in U.S. yards, a study titled “Modular De-
sign Applications” (Deckhouse and Outfit) was conducted by J. J.
Henry Co. under a $31,452 contract. This study was completed during
the year, producing the preliminary design of a deckhouse in which the
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design and the fabrication methods were coordinated to exploit mod-
ular concepts. The report indicated that after allowing for approxi-
mately $800,000 in special jigs and facilities, net cost reductions of
over 15 percent could be obtained for deckhouses built in lots of 5,
and over 25 percent for deckhouses built in lots of 20.

Cargo Handling—A $64,852 contract was awarded to Control Sys-
tems Research Co., Arlington, Va., to analyze the use of industrial
mobile cranes as a means of reducing the number of booms and winches
installed on future ships. Economic analysis of four alternative Sys-
tems on a representative route showed capital cost reductions from
$155,000 to $290,000 per ship, with about one-half of the ship’s gear
retained. An added feature was the fact that removal of kingposts
provided deck space for containers which could produce $67,000 addi-
tional revenue per voyage.

Shipbuilding Cost E'stimating Methodology—A $9,825 research con-
tract was awarded to Engineering and Management Sciences Corp.,
Woodland Hills, Calif., for a study “Shipbuilding Cost Estimating
Methodology”. The study is to identify significant cost differences
between conventional practice and the anticipated future shipbuilding
practice of building vessels in yards in which construction and partial
outfitting will be performed simultaneously in major subassemblies,
and will develop basic principles for a method of recording costs and
analyzing data which will adequately forecast the effects of innova-
tions in the shipbuilding process.

NUCLEAR SHIP PROGRAM

NS Savannah—The NS Savannah has been operating in regularly
scheduled cargo liner service efficiently, reliably, and on schedule for

almost 3 years.
Experimental commercial operation began in August 1965 under a

bareboat charter to First Atomic Ship Transport, Inc. (FAST). The
ship has operated on trade routes 5, 7, 8, 9 to North European ports,
trade route 10 to Mediterranean ports and trade route 12 to the Far
East.

The new ports visited for the first time during fiscal year 1968
included : Split, Yugoslavia; Piraeus, Greece; Haifa and Ashdad,
Israel; Beirut, Lebanon; Tunis, Tunisia; and Alicante, Famagusta,
Gijon, and Valencia in Spain.

Preparations were under way at the Nuclear Ship Servicing Facility
in Galveston, Tex., at the end of the fiscal year for the first nuclear
merchant ship refueling. Refueling operations were scheduled to begin
in late August 1968, and to be completed in approximately 8 months.

Stabilization—John J. McMullen Associates was awarded a $17 ,820
contract to analyze ship motions for a large loaded nuclear container-
ship with and without a flume stabilization system. The study con-
cluded that such a system would improve ship stability dead in the
water in seas with waves up to 20 feet in height.
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RESEARCH AND DEVELOPMENT ADVISORY COMMITTEE

During the year, the Maritime A dministration Research and Devel-
opment Advisory Committee reviewed and discussed the current
Research and Development program. The Committee was organized
into working panels in the following subject areas to provide guidance
for the Maritime A dministration’s research program :

Panel No. 1—The roles of government, industry, and education in
Maritime Research and Development.

Panel No. 2—The requirements for innovation in marine transpor-
tation from idea to utilization.

Panel No. 3—The main thrust of a long-range Maritime Research
and Development program. |

Separate committee reports will be prepared and submitted on each
of these subject as they are completed.

OTHER RESEARCH ACTIVITIES

A number of contracts placed prior to fiscal year 1968 were still in
effect on June 30, 1968. (See Table 10.)

For reports on completed contracts see Shipping Studies and
Reports.

Table 10
CONTINUING RESEARCH CONTRACTS PLACED PRIOR TO FISCAL YEAR
1968
Company under contract Research contracts Status
Advanced ship research:
IIT Research Institute, Combustion of residual fuels Continuing.
Chicago, Ill: with recirculation.:
Stevens Institute of Tech- Operation of barge trains in ¢
nology, Hoboken IN.J; a seaway.
Gg?rge : Sharp, Inc., N.Y;, Transiti(%nal containership «
JYS concept. o
General Dynamics Corp:, Catamaran cargo ship feasi- The initial phase, concept formula-
Groton, Conn; bility study. tion and parametric analysis,
. was completed; The second phase,
encompassing work in model
testing, wvehicle dynamics, and
cargo configurations, was under-
way.
Ship operations research: . . .
Sperry Piedmont Co., Look-out assist deviceaaaa .- Undergoing _evaluation in service
Charlottesville, Va; on QGreat Lakes ship SS William
Greene of the Cleveland Cliffs
Steamship Co. 3
F: R: Harris, Inc;, N:Y;, Mooring improvement system.| Fabrication work underway in
Y preparation for shop tests prior to
shipboard installation and testing.
Combustion Engineering, Self-regulating steam Progress demonstration held at
Windsor, Conng; generator. test facility for marine industry
representatives; Automatic boiler
control system installed on Great
Lakes ore carrier William G.
Mather underwent another sea~
son of operation and evaluation:
No major maintenance or opera-
tional faults.
General Dynamies, Groton, | Human factors in ship control.| Final report of the first phase devel-
Conn; oped a human factors guide for ship
designers, and 3 proposed ship
. bridge designs;
Radio Technical Commission | Improved standards for radio | Continuing:
for Marine Services, Wash- and electronic equipment;
ington ,D:C;
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Table 10—Continued

CONTINUING RESEARCH CONTRACTS PLACED PRIOR TO
FISCAL YEAR 1968—Continued

Company under contract

Research contracts

Status

Ship operations research—Con.
Maritime Transportation Re-
search Bd. at’l Acad. of
Sciences W’ashington, D.C.
Maritime ’I‘ransportation Re-
search Bd., Nat’l Acad. of
Sciences W’ashington, D.C.
Maritime Transportation Re-
search Bd. at’l Acad. of
Sciences, W’ashington, D. C.
R%bert Taggart, Inc. Fairfax,
a.

Westinghouse Electric Corp.,
Baltimore, Md.

Litton Systems, Inc.,
Culver City, Calif.
Cleveland Cliffs Iron Co.,
Cleveland, Ohio.
MIT, Cambridge, MasS.._.._--

Stevens Inst. of Technology,
Hoboken, N.J.

Univ. of Michigan, Ann
Arbor, Mich.

Naval Ship Research & De-
velopment Center, Carde-
rock, Md.

Naval Ship Research &
Development Center,
Carderock, Md.

Navwval Ship Research &
Development Center,
Carderock, Md.

IIT, Chicago, I e

Cuno Engineering Corp.,
Meriden, Conn;

Shipbuilding and port research:
U%jgﬁf of California, Berkeley,

Ship Structures Committee
(Navy, Coast Guard, ABS).
Society of Nawval Architects
& ine Engineers,
NewYork, N.Y.
Batelle Memorial Institute
Columbus, Ohio.
National Bureau of Standards
Washington, D.C.

Nuclear research:
First Atomic Ship Trans-
port, Inc., Hoboken, N.J.

Tc’ic‘ld Shipyards, Galveston,
X,

Firs t Atomic Ship Trans-
Uport; Inc:, Hoboken, N:J;
.S: Public Health Dept:

Washington, D:C;

828-077 0—69——6

Shipboard systems costs__.__._

Shipboard information system
development;

Shipboard manpower_________

Functional and Economic
Analysis of Ship Maneu-
vering Systems.

VHF Satellite Communica-
tions.

Economic analysis of the ship
maintenance function.
Automatic boiler controls.___._

Seakeeping qualities—motions
and powering predictions.

Ship maneuvering and con-
trol manual—rational rudder
design methods.

Resistance and propulsion—
bulbous bows and transom
sterns.

Frictional resistance—ship
hull (scale and coatings).

Propulsion efficiency (U
versus V form bows);

Propulsion efficiency—con-
trarotating propellers.

v(';il monitor instrumentation._._

/01l water separator..... ____ -

Ship structure lab: testing
and analysis.
Structural design criteria______

Full-scale stress measurement
tests of Great Lakes ore

carrier.
Paint testing_._________________

Inland cargo consolidation
centers.

Experimental commercial
operation of IV.S.
Savannah.

Faclilities and support—
NS Savannah:

Continuing.

[

¢

Cause of long period ship motion re-
quiring speed reductions to avoid
ship and cargo damage was identi-
fied as steering control systems
coupling with the ship’s natural
roll period for an augmentation
causing periodic build-up to severe
ship rolls and yaw over an 8-12min.
period; then decoupling occurs with
reversal of augmentation: Seeking
further data to permit development
of mathematical model of equation
of behavior to aid in ship design.

Two test runs made aboard Grace
Lines ship SS Santa Lucia.
Results of tests presented to U.S:
and foreign shipping communica~
tions officials, and public demon
stration held;

Continuing:

‘e
s¢

L3
'y
(13
éé

¢

Instrument to be modified and
i‘gteislted to make it more specific

oil;

Tests on a small scale, land-based
separator system completed in
preparation for design and trial
of a shipboard prototype:

Continuing;

[

(13

€€

Amnalytical techniques have been
developed which are being applied
to a hinterland region of the Dela~
ware River port groups:

Continuing:

‘6
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Table 10—Continued

CONTINUING RESEARCH CONTRACTS PLACED PRIOR TO
FISCAL YEAR 1968—Continued

Company under contract

Research contracts

Status

Nuclear research—Continued
U.S. Merchant Marine
Academy, Kings Point,

N.Y.
Bull & Roberts, Inc.,
Murray Hill, N.J.
General Dynamics Corp.,
Groton, Conn.

Babcock & Wilcox, Lynch-
burg, Va.

Westinghouse Electric Corp.,
Pittsburgh, Pa.

Nuclear Fuel Services,
Bethesda, Md.

Nuclear training—NS
Savannah.

Advanced nuclear cargo
ship study.

Merchant ship reactor—pre-
liminary safety analysis.

Merchant ship reactor—pre-
liminary safety analysis.

Spent Fuel shipping services.._

Continuing.

A ‘“‘universal’’ machinery space was
designed to accommodate all com-
binations of maritime reactors and
propulsion machinery presently
offered in the 100,000 SHP range.

Analysis completed and submitted
to AEC for evaluation.

Continuing.

(X3

36



SHIP
CONSTRUCTION

The total number of large merchant ships under construction or con-
version on order in private U.S. shipyards, on which the Maritime
Administration had information, increased from 66 on J uly 1, 1967, to
69 on June 380, 1968, as shown in Table 11. These included new ships
built with subsidy, privately financed ships, and Government-owned
ships built under Maritime supervision.

Table 11
SHIPS UNDER CONSTRUCTION

Number of ships
Total . New Conversions
Under contract July 1, 1967._ —_——— 168 52 116
Contracts awarded during fiscal Year 1968._ 45 27 18
Subtotal 113 79 34
Completed during fiscal year 1968 44 22 22
Under contract June 30, 1968_______________ 69 57 12

1 Includes 6 ships under conversion for private owners on June 30, 1967, that were not reported until after
close of the fiscal year, and were therefore omitted from 1967 yearend report:

The 69 ships under contract at the end of the year had a contract
value of about $940 million. Of these, 36 with a contract value of ap-
proximately $610 million, were being built under the subsidized opera-
tors’ replacement program. (See Appendix IX.) The other new ships
under construction or on order were 15 private tankers, two private
containerships, two Great Lakes ore carriers, one research ship for the
National Science Foundation, and one ocean survey ship for the Coast
and Geodetic Survey. :
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CONTRACT AWARDS

Tn addition to contracts awarded for 12 ships to be built with the aid
of the construction-differential subsidy (see Table 5), orders were
placed for 12 nonsubsidized ships, including four tankers at Ingalls
Shipbuilding Corp., Pascagoula, Miss., three tankers at Avondale
Shipyards, Inc., New Orleans, La., one tanker and two containerships
at Bethlehem Steel Corp., Sparrows Point, Md., one Great Lakes
bulk carrier at American Shipbuilding Co., Toledo, Ohio, and one
Great Lakes ore carrier at Erie Marine Division of Litton Industries,
Erie, Pa. Contracts were also awarded for the construction of three
small special purpose vessels for the Coast and Geodetic Survey.

SHIP DELIVERIES

On July 1, 1967, there were 42 new ships (excluding fishboats) being
constructed under Maritime Subsidy Board and Maritime Administra-
tion contracts. Of these, 13 subsidized ships and 8 Coast and Geodetic
Survey ships were delivered. The three small Coast and Geodetic
Survey ships ordered during the year were also delivered. Three non-
subsidized vessels, a tanker and two roll-on/roll-off vessels, were de-
livered, making a total of 22 deliveries all together. (Table 12.)

Table 12
SHIP DELIVERIES

Owner Builder Design Delivered
Grace LineIne.l . oo oo ___ Sun Shipbuilding & Drydock Co____| C4-S-65a 2
American President Lines, Ltd.l______ Ingalls Shipbuilding Corp- « cccco--- C4-8-69a 5
Delta Steamship Line, Inc.to o ____|-o__- e ———————————— C3-S-76a 2
U.S. Lines, Inc.t . ____._- Sun Shipbuilding & Drydock Co__.| C7-S-68c 1
Lykes Brothers Steamship Co.l_______ Avondale Shipyard, Inc. __________._ C4-S-66a 3
Sunexport Holding Corp_ - .- Sun Shipbuilding & Drydock Co.-_..| RO/RO 1
Transamerican Trailer Transport, Inc_|.__-_ e mm——————————————m RO/RO 1
Intercontinental Bulktank Corp-....- BePth__lelélem Steel Corp., Sparrows | Tanker 1
oint.

U.S. Coast and Geodetic Survey._._..... A‘erojet—General _____________________ S1-MT-MAT72a 1
e —————————————— e | e e ——————— S1-MT-MA63a 2
e ccec—c—c——————————————————— Equitable Equipment Co________._. S1-MT-MASg4a 1
e e—cm——————————————— e m e = QO e e e S1-MT-MAS84b 1
e ———————————————— Zigler Shipyards, Inc_ - . _________ S1-MT-MAS83a 1
Lg 100 7Y VO PO S EIPHDH PRI PRSP 22

1 Subsidized.

Twenty-two conversions were completed, of which one was a Great
Lakes carrier, 11 were C4’s converted as part of the Ship Exchange
program, and the 10 others were private ventures.

MECHANIZATION

The Maritime A dministration continued efforts to increase shipboard

mechanization to attain further increasesin productivity and operating
efficiency.

Efforts were continued to achieve an effective one-man engineroom
watch, and studies were being made to determine the economic and
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Mechanized controls, including bridge controls and the control station for a
mechanized engineroom designed for a one-man watch place full control of the
ship at the fingertips of the officers in charge.

engineering feasibility of an unattended engineroom. In addition,
studies were initiated to develop a standardized engineroom control
console and to simplify automatic electrical control systems for appli-
cation to future ship designs.

In other areas of mechanization, studies were underway to evaluate
effect on shipboard maintenance of reliability of equipment, and to im-
prove designs for more effective navigation and communication equip-
ment. A study of shipboard convenience food service system was
completed, indicating methods whereby workload may be reduced and
quality of meals improved.

SMALL VESSELS

The Maritime Administration administers the technical aspects of
design and oversees the construction of ships built under the U.S.
Fishing Fleet Improvement Act, which authorized the Secretary of

the Interior to pay up to half the construction cost of new fishing
vessels.
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A steel trawler, built under the direction of the Maritime Administration by
Sturgeon Bay S.B. & D.D. Co. as part of the Department of Interior’s fishing
vessel program.

Applications for four vessels under this program were approved.
Nineteen vessels were under construction, and six vessels were delivered
in fiscal year 1968. In addition, applications for 11 vessels were under
review.

TRIAL AND GUARANTEE SURVEYS

Sea trials and acceptance surveys were conducted on 13 subsidized
ships and three ships for Coast and Geodetic Survey, and final guaran-
tee surveys on 10 subsidized ships, four Coast and Geodetic Survey
ships, one Navy roll-on/roll-off ship, and one converted ship.

DESIGN AND DEVELOPMENT

Supplemental work was performed in connection with the prelim-
inary design for a low-cost commercially acceptable cargo ship, com-
pleted in fiscal year 1967, to investigate two additional propulsion
plants using diesel engines. The design was prepared for ready adapta-
tion for construction under emergency conditions and for National
Defense Reserve Fleet requirements.

The Maritime Administration applied for a patent for a simplified
ship hull called the “helical ship,” which utilizes straight frames and
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large flat plates in the hull construction. A testing program was
initiated to evaluate the performance of the hull form. The results
will be used in studies to determine the trade-offs between decreased
construction cost and increased operating cost.

A parametric study to develop characteristics of large and fast con-
tainerships was begun. Information derived will provide standards
for evaluating proposed ship construction programs and will furnish
data for optimization studies.

A conceptual study was completed to identify the most promising
system that would enable Coast and Geodetic Survey vessels to obtain
oceanographic data without stopping the engines.

Work was continued in the investigation of the effectiveness of
passive antiroll tank installations, comparing their performance with
that of conventional bilge keels on a general cargo ship.

A study involving the availability of residual fuel oil during the
next thirty years for use in steam-propelled ships was completed.
Results indicated that despite lack of domestic sources, barring a gen-
eral war, bunker fuel oil will remain in plentiful supply within the
foreseeable future.

Maritime Administration representatives joined in intergovern-
mental and international studies on projections of waterborne com-
merce through the Panama Canal, on new industrial standards for
design of marine lubricating systems, and in corrosion tests on preser-
vation of materials in a marine environment.

Computer programs were developed to permit continuous processing
of standard naval architecture computations, to project shipyard man-
Power and costs for a given contract, to permit a quick and accurate
check on ships’ bunkering systems, and to process ship maintenance
and repair data of subsidized ships for technical evaluation.

Continued development of standard specifications for ship design,
components, and systems has helped to reduce the cost of subsidized
ship construction, to save man-hours in reviewing specifications, and
to contribute to selection of the most economic of various alternative
shipboard systems by life cycle cost methods.

VALUE ENGINEERING

The value engineering program for reduction of shipbuilding costs
produced savings to the subsidized shipbuilding program of approxi-
mately $1.51 million, of which about 42 percent accrued to the Gov-
ernment and the remainder to the marine industry.

Avondale Shipyards proposed a change in type of steel specified for
the ILASH ships for Prudential and Pacific Far East Line that it was
estimated would result in a reduced cost of $1.5 million for the 11
ships. The Maritime Subsidy Board approved the change as a value
engineering item, entitling the shipyard to receive one-half<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>