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The containership {front cover) and the barge carrving ship or LASH (below}
are the ocean links of an intermodal transportation chain thar will speed delivery
of poods from producer (o consumer.
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“I would like to emphasize once more the importance of
the American Merchant Marine as a means of achieving
sustained economic growth . ..”

Message from the
Secretary of Commerce
Maurice H. Stans

ln submitting this report of the Maritime Administration for the Fiscal Year
1969 1o the Congress, 'would like to emphasize once more the importance
of the American Merchant Marine as a means of achieving sustained economic
growth through increased international trade.

The existence of an adequate-sized U.S.flag flest of highly productive
ships guarantees this country's access to foreign sources of raw materials to
meet our productive needs and to markets for our manufactured goods.
Regardiess of the vicissitudes of shifting international trade pattermns or the
fluctuation of ocean freight rates, American exporters and importers must
be assured that there will be ships available to carry their cargoes at reason-
able rates on reasonable schedules.

Also involved are highly important considerations of national security.
It stands to reason that if our foreign trade is vital to our peacetime economy,
it will be even more vitel fo our economy under emergency conditions,
especially since adequate numbers of foreign-flag ships may not be available,
As in World War I, as in Vietnam, a pipeline of supplies must be built across
the oceans to our forces overseas. Our merchant ships will carry the brunt
of this demanding and critical task,

President Nixon's new maritime policy and program recognizes the na
tional need for rebuilding our merchant fleet and furnishes the means to
achieve the goal we all seek: the rebirth of a strong, productive and healthy

American merchant marine,
)/);/}/ ' 1\ o e o /S{ y*"@@ e G

Secretary of Commerce



INTRODUCTION
AND SUMMARY

“. .. at last the signposts have been erected to point the
way to a new and hopeful future for the American
Merchant Marine.”

A Year of Challenge

By A. E. Gibson, Maritime Administrator

A NEW MARITIME PROGRAM

T he challenge of 1969 has been to plan for the revitalization of a Merchant
Marine that despite a few encouraging developments has been drifting to the
brink of disaster.

The Nixon Administration has met this challenge with a program that
will once again provide our nation with a merchant fleet fully capable of pro-
moting and protecting our foreign trade and supporting our military com-
mitments,

Within a few months after taking office, President Nixon has presented
to the Congress a new maritime policy for the United States. Now at last the
signposts have been erected to point the way to a new and hopeful future
for the American Merchant Marine.

President Nixon has proposed:

e Building 30 ships per year for 10 years beginning in 1971. This building
program was adopted with the expectation that the construction subsidy will
not exceed 459 in 1971 and wili decline 29 each year until 2 maximum
payment of 359, of domestic buiiding cost is reached.



® An increase of the ceiling on mortgage and loan insurance from $1 billion
to $3 billion.

e Extension of construction differential subsidy to bulk carriers.

e Appointment of a Commission to review the status of the American ship-
building industry, to report within three years on its recommendations for
future government policy.

e Restriction of operating subsidies to wage and insurance costs, with wage
differentials based on a comparison of foreign wages with prevailing wage
levels in several comparable sectors of the American economy.

e Elimination of recapture provisions of the operating subsidy system.

e Granting operating subsidies to bulk carriers and phasing out cargo pref-
erence freight rate differentials.

e Permitting all qualified ship operators in the foreign trade to use tax-
deferred reserve funds for ship replacement programs.

e Finding ways for labor and management to resolve their differences
without halting production.

e The Secretaries of Commerce and Transportation working with related
industries and local governments to improve sea ports and promote
intermodal transportation systems.

e The Secretaries of Commerce and Labor working with industry and labor
organizations to insure that minority groups receive their rightful place
in the expansion of employment opportunities provided by the new program.

e Enlarging and redirecting maritime research and development to place
greater emphasis on practical applications of theoretical advances and on
coordination of Federal with industry programs.

THE MERCHANT MARINE TODAY

The need for a new maritime program is very clear when we examine
the present state of our merchant fleet.

Since the end of World War i, there have been two opposing trends
in the U.S. Merchant Marine. One was toward progress, the other toward
decay. The huge war-built fleet provided many new first-class ships which
American operators purchased at modest prices to provide better fleets than
they had before the war. But the availability of such ships precluded the
building of even newer and more advanced ships such as those soon on
the ways of many foreign nations, often with the aid of U.S. funds.

As these competitive new foreign ships were launched into service, the
U.S. merchant ships, which for several years had held almost unchalienged
supremacy in international trade, were gradually but steadily driven out of
service. Our active fleet declined from 1,212 in 1949 to 1,013 on June 30,
1968.



During the wars with North Korea and North Vietnam the number of
active ships turned upward, but this was deceptive. The additional ships placed
in service came from the Government's National Defense Reserve fleets of
war-built ships. These laid-up ships, returned to service, have performed well
their role as emergency military support, but they are not economically com-
petitive and will soon be too old even for emergency service.

The total privately owned fleet has declined in numbers, though it has
increased somewhat in deadweight tonnage since the end of World War Il
in 1949 there were 1,188 ships of 14,240,000 deadweight tons in the private
fieet. On July 1, 1969, there were 963 ships of 15,522,000 deadweight tons.
At that time it ranked fifth in deadweight tonnage among the world’s merchant
fleets.* Two-thirds of the total were over 20 years old.

The United States ranked tenth among world fleets in deadweight tonnage
of new ships built in fiscal year 1969 2 and twelfth in the tonnage under con-
struction at the end of calendar year 1968.

The Government-owned fleet had declined from 2,201 in 1949 to 1,050
by the end of fiscal year 1969, mostly because of sales of the least economic
ships for scrap. All of the U.S. government-owned fleet was over 20 years
of age, and by the end of fiscal year 1971 there were expected to be only
about 145 general dry cargo ships still available for emergency use.

The situation in U.S. shipyards had reached a desperate state in 1954,
when not a single new oceangoing dry cargo ship had been ordered for over
1% years. Under President Eisenhower's direction, in 1955 a beginning was
made on a long-range replacement program for the subsidized operators of
liners on U.S. essential foreign trade routes.

In the course of the next 15 years, 179 ships were built or placed under
construction as part of the ~program to replace the 293 sh:ps operated by 14
subsidized operators

In the past fiscal year a total of 10 new and eight converted ships were
ordered at a total contract cost of $314 million. Shortly after the end of the
year two more ships were ordered for a total of $35 million.

The total cost of the 179 ships has been $2.4 billion, of which about
$1.3 billion has been contributed by the Government in the form of construc-
tion-differential subsidies. Such subsidies are designed to make up the
difference between the cost of building ships in a U.S. shipyard and the
estimated cost of building a similar ship in a representative foreign shipyard.
Subsidy may be paid up to 55% of the U.S. domestic cost of the ship.

The lines building these ships have been those receiving government
operating-differential subsidy, amounting to $194.7 million in fiscal year 1969.
This subsidy was designed to help U.S. ocean common carriers in regular

* Appendixes | and il.
# Appendix 1.



World War 1I-built ships from the National Defense
Reserve Fleet have served in many national crises,
including transporting military supplies to Vietnam. But to
be competitive in foreign trade, the commercial fleet
must have new ships, built with the aid of government
construction subsidy, like the containership

AMERICAN LANCER, or with Government Federal
Ship Mortgage Insurance, like the tanker EAGLE
LEADER, or converted under the Ship Exchange
Program like the TRANSCOLUMBIA.



service on essential trade routes to provide the dependable service required
by U.S. foreign traders. The subsidy heips to make up the difference in cost
between such major items for expense as seamen's wages on U.S. ships as
compared to the far lower costs on competing foreign ships. in return the
U.S. operators must agree to maintain required services, submit to rigorous
financial controls, and repay half of any profit over 10% on their capital
necessarily employed, up to the full amount of the subsidy received.

While this subsidy puts U.S. operators on a comparatively equal footing
with their foreign competitors, it does not assure them of a profit, nor even
protect them against serious losses, nor does it give them the advantage
necessary to regain from the steadily growing foreign fleets the ever larger
share of U.S. trade they have been capturing. From 38.7% in 1956, the share
of U.S. liner tonnage carried by U.S. ships dropped to 23.6% in calendar year
1968,

Passenger services especially suffered heavy losses in spite of subsidy,
with three of the remaining 13 subsidized passenger ships withdrawn from
service during the past year. Every effort is being made to expliore methods
of assisting the U.S. flag passenger fleet.

The situation for the unsubsidized dry cargo segment of the fleet was
far worse. From 13.6% of cargo carried by non-liner vessels in 1856, their
share had dropped to 3.2% in calendar year 1968.

Very few new ships have been built for nonsubsidized dry cargo operators
since the end of World War il. Although no direct aids were available to this
group, help was provided to them by several government programs—cargo
preference, vessel exchange, and federal ship mortgage insurance.

More than 120 ships from the government’s reserve fleets have been
traded out since 1960 to unsubsidized domestic and tramp operators in return
for 124 old worn-out ships and a cash payment to the government of $25
million. Seventeen such exchanges were made in fiscal year 1969. The
traded-out ships have been renovated and in many cases substantially up-
graded, at a cost to the operators of about $313 million.

Several of these exchange ships were used by two domestic operators to
institute containership services, which were so successful that they have now
branched out into fransoceanic services in competition with subsidized and
foreign operators. One of these operators has recently applied for both con-
struction and operating subsidy for such services, however.

Federal Ship Mortgage Insurance is available to both subsidized and
nonsubsidized operators in the form of a government guarantee of 100% of
the principal and interest of ship construction loans and mortgages obtained
from private financial institutions. Six tankers and 2 new containerships
were ordered by unsubsidized operators with the aid of mortgage and loan
insurance contracts approved or signed during the year.



Cargo preference provides that at least 50% of government-sponsored
cargo shall be carried in U.S. flag ships if they are available at fair and
reasonable rates. Such cargoes comprise AID shipments, agricultural surplus
disposal under PL 480, and Export-lmport Bank financed cargoes. The U.S.
government or the recipient nation pays the difference in freight rate between
what a foreign flag ship would charge and the rate required by the U.S.-flag
ship. The fairness and reasonableness of the U.S. rates have been measured
by the “guideline rates” set by the Maritime Administration, taking into con-
sideration the level of expenses and an estimated fair profit.

Cargo preference has provided the only assured cargoes for U.S. dry
cargo tramp vessels and for many tankers operated as dry bulk carriers,
which do not receive operating subsidies and are therefore unable to meet
foreign rates. It has not provided either the incentive or profit to enable these
carriers to replace their fleets with new ships, and it is understandably un-
popular with foreign nations and U.S. government agencies who must pay
the rate differentials.

At the outbreak of war in Vietnam in 1965 the Military Sea Transportation
Service requested the Maritime Administration to break vessels out of lay-up
in the reserve fleets to help carry military supplies. A peak of 172 government-
owned ships were assigned to private companies under general agency agree-
ment for operation. The use of such Government-owned ships for Vietnam
service continued through the fiscal year 1969, with 144 remaining under
general agency agreement throughout the year. About 35 of these were in
Reduced Operating Status at the end of the year, however, meaning that they
were not in active service, though available if needed. Shortly after the end
of the fiscal year, an additional 13 ships were withdrawn from general agency
operation and 36 were placed in ROS.

The continued operation of government-owned ships at a time when
the need for additional ships was decreasing led to strong demands from
private operators that government-owned ships be withdrawn.

Most of the U.S. tramp fleet and many of the ships of the berth line
operators had been chartered by the Military Sea Transportation Service to
carry military supplies during the acute shipping shortage. At the year's
end, MSTS was employing 44 dry cargo ships owned by subsidized operators,
116 dry cargo ships owned by nonsubsidized operators, and 51 tankers.

With a drop in the need for commercial shipping for this purpose at the
end of fiscal year 1969, many of the older and less economic ships were with-
out employment, and several of the tramp operators feared bankruptcy if more
government cargoes were not made available to them. Rates for carrying
government-sponsored surplus agricultural and AID cargoes were generally
well below the Maritime Administration’s ‘‘fair and reasonable’” guideline



rates. The subsidized and nonsubsidized operators were in dispute, each
claiming they should be given preference in allocation of government cargo.

The Maritime Administration instituted a reporting system by which ships
available for charter were listed with the agency so that they could be readily
available for any government cargoes offered. The Administration aisc in
September 1969 suspended its guideline rates for a period of six months,
since they were no longer needed to keep rates at reasonable levels. The right
was reserved, however, to reimpose the guidelines if necessary.

The tanker segment of the U.S. fleet is for the most part owned and
operated by financially secure oil companies in their own services. Some of
the independently owned tankers, however, have been in much the same posi-
tion as the tramp ships, dependent largely on government cargoes to stay in
operation. U.S. flag tankers carried only 5.4% of U.S. flag tanker tonnage
in calendar year 1968 compared to 20.6% in 1956.

Eight new tankers were ordered in fiscal 1969, and a number of con-
versions were undertaken. There is at present only one tanker of over 100,000
deadweight tons in the U.S. fleet, although the world trend is toward very large
vessels. That ship, the SS MANHATTAN, was the subject of a dramatic
experiment in the summer and fall of 1969. A private oil company undertook
to reconstruct the ship as an ice-breaker oil tanker to test the economic and
practical feasibility of the Northwest passage as a way of transporting oil
from the North Slope of Alaska to East Coast ports. The practical aspects of
the test were demonstrated when the westward passage was successfully
completed on September 21, 1969. The economic feasibility was still under
study by the company at the year’s end.

If the answer is in the affirmative, it is expected that many more such
tankers will be built in U.S. shipyards for U.S. operation. Such a development
would undoubtedly spur several U.S. shipyards to increase the size of their
building facilities and some U.S. ports to improve their capability for handling
tankers of 200,000 deadweight and over. Federal Ship Mortgage Insurance
has already been applied for to cover two 225,000 dwt. ton tankers, and
three others were reported ordered in late fali 1969.

Labor problems have for many years been a serious source of disruption
to stable U.S. shipping. in a declining industry, as job opportunities decrease,
there is a steady drain of experienced workers, leading to serious shortages
when emergencies such as Vietnam arise. Delays to ships in Vietnam service
because of shortages of seamen continued throughout the year, though they
were less serious than in the early years of the Vietnam war.

Even more troublesome was the loss of some 2% million mandays
through strikes by longshoremen, seamen, and shipyard workers in fiscal
1969 alone. Efforts were being made by union, government, and industry



leaders, however, to resolve the problems of container handling and equaliza-
tion of fringe benefits and wages which had for several years been serious
sources of contention in the industry.

THE MERCHANT MARINE TOMORROW

It has for some time been evident that what was needed to improve the
status of the U.S. Merchant Marine was the harnessing of American productive
genius to the highly individualistic shipping industry. This came about when
the advent of the containership and the development of intermoedal transporta-
tion systems in recent years returned the advantage to U.S. shipping. In the
past few years during which full containership services have been developing,
U.S. firms have placed in operation 77 full and 91 partial containerships and
have ordered 23% of the new containerships under construction. They
dominate the principal Atlantic and Pacific trades in which containership
service has been most successful. In the first quarter of 1969 they carried
about two-thirds of the container cargo on Trade Routes 5-7-8-9 and 29.
While most of the containership operators are the subsidized lines, two of
the most successful and innovative are nonsubsidized operators who got their
start in protected domestic trades but have since gone into direct competition
with subsidized and foreign lines in transoceanic foreign service.

Recently one of the subsidized lines declared itself ready to compete in
a foreign trade without subsidy. Since the purpose of government aid has
been to help U.S. lines to obtain a financial strength and security and to
develop an operating efficiency that would eventually permit reduction of
government subsidy, this most hopeful development appears to be a vindication
of the government’s policy in aiding and encouraging the adoption of advanced
ships and ship operating systems by U.S. companies.

At a time when the U.S. non-liner fleet has been in serious straits,
ironically the need for efficient U.S. dry bulk carriers has been steadily growing.
Bulk cargoes form a rapidly increasing percentage of U.S. trade. In 1950 about
70% of U.S. trade consisted of non-liner and tanker cargoes. By 1968 the
percentage was 88. The need for incentives to provide such bulk carriers has
been one of the essential ingredients in the search for a new maritime policy.
A comprehensive research study financed by the Maritime Administration
last year resulted in a series of reports examining the need for such ships,
and recommending the type of ships and forms of financing that might be
employed.

The search for a more productive fleet has motivated the Maritime Ad-
ministration’s research and development effort. In addition to the implementa-
tion of intermodal transportation through operation of containerships, other
technological developments offered promise of a more competitive U.S. fleet.



Research and development will
point the way to a more
efficient and competitive
Merchant Marine of Tomorrow,
making use of automated cargo
handling equipment, new
methods of ship construction,
and new methods of operation.

Right: Containers being
loaded by huge cranes.

Below: Modular deckhouse is .
transpart.ed by trac.‘tor-trailer . //_/Q// .
for erection on ship.

Principals discuss Woods Hole R&D Conference The S§ MANHATTAN explores the Northwest Passage




Surface-effect ship research under the Joint Surface-Effect Ship Program
of the Navy and Maritime Administration advanced to the point that contracts
were awarded to implement the testcraft program, a major phase in the
determination of the feasibility of building and operating large, high-speed
surface-effect craft for oceangoing service.

A milestone in the history of the NS SAVANNAH was passed when the
world's first nuclear-powered merchant vessel underwent its first partial refuel-
ing in the fall of 1968, after traveling 331,680 miles using only 122.4 1bs.
of uranium. It then returned to a fifth year of commercial operation.

Early in July the first large scale maritime research and development
conference to be held in this country was sponsored by the Maritime Adminis-
tration at Woods Hole, Mass. For three weeks experts from shipping manage-
ment, labor, government, research orgar..zations, and educational institutions
participated in working out a five-year research and development program
directed to improving the competitive status of the U.S. Merchant Marine.
They reviewed marine sciences and component technology, transportation eco-
nomics and shipping requirements, ship systems engineering and develop-
ment, and ship systems operations and support. Their recommendations were:
e Heavy emphasis should be placed on improving operation of today’s fleet,
ranging from subsystems development of components to evaluation of human
problems of the labor force.

e Data should be developed for families of standardized unitized cargo ships
in the range of 30-40 knots, coupled with research and development in the
field of 50-100 knots.

e Research should be continued in technological problems of increased
size and speed. Scientific capability should be extended in disciplines of
hydrodynamics, ship structures, propulsion, and component reliability for high
speed and very large ships.

® Programs should be developed leading to second generation nuclear ships
which would go into operation in 1977 and which would validate the basic
technical design and confirm the economics of the nuclear ship system and
third generation ship applications.

e Better understanding should be acquired of the sea spectrum, of dynamics
of ship motion, mooring, and materials .

We have sought also to provide incentives for developing multi-year,
multi-ship production by asking for proposals to develop basic ship designs
to meet our total foreign trade needs over the next decade. Proposals have
been received for the first phase of the program, to develop preliminary de-
signs. This will be followed by detailed engineering development of the designs
and commitments to build. The last phase will be the actual construction of
the ships.
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The U.S. shipbuilding industry is undergoing evolutional changes in tech-
nology, procurement practices and ship design, all of which are directed at
reductions in cost of building ships. Shipyards presently in operation are
continuing to expand and modernize their facilities with multi-miliion dollar
programs designed to improve efficiency and reduce costs.

Since 1962, when spending for plant improvements was at a low of $23
million per year, there have been increasing amounts spent. In 1967 expendi-
tures were reported to be $66 million, and indications are that outlays in
1968 will approximate $100 million. It is expected that incentives in the new
proposed Maritime Program will induce the U.S. shipbuilding industry to
continue their expenditures for plant improvements in the 1969-1970 period
at an increasing rate.

This emphasis on plant improvements has been by a substitution of
automated and highly mechanized equipment and systems for the labor
intensive shipyard process, and on prefabrication and preoutfitting of large
sub-assemblies. Two completely new shipyards are under construction and are
scheduled to start production during the coming year. One yard, located on
the Gulf, is designed and equipped for series production using modular con-
struction techniques; the other, located on Lake Erie, will specialize in the
construction of hull modules for large bulk carriers.

To carry out the new policies and programs which are being developed
for the U.S. Merchant Marine in the most efficient and effective way, a reorgani-
zation of the Maritime Administration has been undertaken to upgrade the
organization level and place increased emphasis on certain activities (see
page 88). It established three Assistant Administrators, in addition to the exist-
ing Assistant Administrator for Administration. They are: Assistant Administrator
for Research and Development, Assistant Administrator for Operations, and
Assistant Administrator for Maritime Aids.

Three new offices were also established to provide increased emphasis in
areas vital for improvement and expansion of the American Merchant Marine.

An Office of Nuclear Programs, under the Assistant Administrator for
Research and Development, will provide for planned expanded research in
nuclear power for merchant ships, leading to a new nuclear ship program. .

An Office of Ports and Intermodal Systems, under the Assistant Ad-
ministrator for Operations, will furnish added emphasis to development of ports
and intermodal transportation.

An Office of Trade Promotion, under the Assistant Administrator for
Maritime Aids, will concentrate its efforts on the promotion of trade for
American-flag ships.

The succeeding pages of this report give the details of the Administra-
tion’s activities on behalf of the U.S. Merchant Marine throughout the fiscal
year 1969.
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Ship Operations

General Agency

The Maritime Administration is respon-
sible for directing the operation of gov-
ernment-owned merchant ships when re-
quired in national emergencies. The De-
partment of Defense in 1965 asked for
ships from the National Defense Reserve
Fleet to assist in carrying military supplies
to support the Armed Forces in Vietnam.
A total of 161 ships were withdrawn from
the Reserve Fleet, repaired and assigned
to private shipping companies under Gen-
eral Agency Agreement (GAA) for opera-
tion under the direction of the Military Sea
Transportation Service (MSTS). Eleven
operating ships were aiso assigned to
GAA service.

The GAA operation continued on a
slightly reduced basis during the year.
Throughout fiscal year 1969 there were
144 ships under GAA, unchanged from
June, 1968, with 34 General Agents re-
sponsible for husbanding and general op-
eration. During the year they carried
nearly 1,800,000 measurement tons, ap-
proximately 20 percent of all MSTS cargo
from the U.S. to Vietnam. However, there
was a decline both by carrier and by
amount of tonnage from the previous vear,
reflecting a decrease in logistic require-
ments. (See Chart 1). Several GAA ships
were placed in reduced operational status
(ROS) at various reserve fleet sites during
the year, ready to be returned to service
immediately if needed. On June 30, 1969,
there were 35 ships in ROS, and 109
active GAA ships.

Average cargo discharge time in Vietnam
during fiscal year 1969 continued at the
1968 level of under 12 days. There were
approximately 135 delayed sailings,
principally because of shortages of li-
censed crewmen.

Harassing incidents continued to cause
minor damages to GAA ships in Vietnam

OPERATIONS

waters. No serious injuries or fatalities
were reported.

A Maritime Administration Study Group
for Procedure Analysis of Logistic Sup-
port of GAA ships, established in fiscal
year 1968, compieted its task, and several
of its recommendations were implemented.
Among them were new standard shipboard
material allowances, requisition/inventory
forms, development of a subsistence stor-
ing guide, expansion of contractual pro-
curement on national or regional basis,
more complete utilization of government
supply sources, and establishment of a
survey team to monitor the administra-
tion of the recommendations on a continu-
ing basis.

Charters

Six government-owned ships were under
bareboat charter at the end of the year,
a decrease of two from the preceding year.
One was the N.S. SAVANNAH, chartered
for experimental commercial operation to
First Atomic Ship Transport, Inc. The
other five were ships traded in to the
government for credit toward construction
cost of new ships and used under charter
by the former owners to maintain their
services until the new ships were com-
pleted.

Repair and Maintenance

Repairs to General Agency ships
amounted to $25,025,472 in contracts
placed in the United States and $870,362
abroad.

There were 1,271 repair inspections
made on subsidized ships to determine
eligibility for subsidy and satisfactory
completion. Of $46.6 million repair costs,
$4.8 was found ineligible for subsidy.

Approximately 2,376 other surveys, in-
spections, and repair cost estimates were
made to assure compliance with various
contractual requirements.
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Chart I. GAA/MSTS Operations:
Shipping Trends

Millions of Measurement Tons (40 cu. ) PERCENT
12 100
TOTAL CARGO-ALL CARRIERS (DRY CARGO SHIPS)
10
_— NUCLEUS MSTS 8
w s -e— BERTH TERM
|- — SHIPPING
CONTRACY
& — ~=— CHARTERS — B0
4 — SHIPPING
______ = AGREEMENT
) "M PERCENT CARGO -
w4 C RG
L g— CARRIED BY
. GAA SHIPS
e .
FY 1966 FY 1967 FY 1968 FY 1969
MSTS OUTBOUND CONTINENTAL U.S. MILITARY CARGO MANIFESTED FOR
DISCHARGE IN REPUBLIC OF VIETNAM*
TOTAL
7/1/65-
FISCAL YEAR FY 1966 FY 1967 | FY 1968 FY 1968 §/30/89
Total—All Carriers 5,138,700 | 9,032,900 | 9,723,900 | 9,275,780 33,171,200
Nucleus MSTS 472,300 581,500 549,200 517,400 2,130,400
Cargo Berth Term 128,100 288,100 100,600 88,600 806,400
Carried Shipping Contract 1,197,800 560,200 —_ 700 1,758,700
(Measurement Charters 2,168,100 | 3,572,400 | 3,660,300 | 3,285,500 12,686,300
Tons) Shipping Agreement — 960,300 | 2,866,300 | 3,559,800 7,386,400
General Agency Agreement | 1,172,400 | 3,060,400 | 2,547,500 | 1,822,700 8,603,000
Total—All Carriers 100.0% 100.0% 100.0% 100.8% 100.0%
Nucleus MSTS 8.2% 8.6% 57% 56% 54%
% Berth Term 2.5% 32% 1.0% 1.8% 1.8%
Carge Shipping Contract 23.3% 6.2% — 5% 5.3%
Carried Charters 42.2% 39.5% 37.6% 354% 38.2%
Shipping Agreement — 10.6% 29.5% 38.4% 22.3%
General Agency Agreement 22.8% 333% 28.2% 186% 26.0%
Coast of Grigin Atlantic Coast 17% 17% 23% 18% 8%
Gulf Coast 14% 15% 11% 16% 4%
(% Measurement Tons) Pacific Coast 8%% 68% 66% 88% 88%

NOTE: No GAR carge for Vietnam carded prior to July I, 1965

rouning,

* Doss not nclude tanker carge.

TOTAL CARGO BY SEA AND AIR, CONUS TO VIETNAM

Figures may not be additive due o

TOTAL PASSENGERS 8Y SEA AND AIR, CONUS TO

(SHORT TONS) VIETNAM

YEAR SEA AlR TOTAL YEAR SEA AlR TOTAL
1985 {7/1-12/31) 971,00¢ 26,300 997,360 1965 (7/1-12/3% 71,500 65,300 137,800
1966 2,831,500 117,500 | 2,949,000 1966 91,000 371,100 452,100
1967 4,114,000 207,400 | 4,321,400 1967 50,800 425,300 476,100
1968 5,046,400 212,800 | 5,259,200 1968 7,800 574,100 581,900
1969 (1/1.5/3% 1,746,600 81,500 | 1,828,100 1969 (1/1-5/31) I 223,300 228,300
TOTAL 14,708,500 545,500 | 15,355,000 TOTAL 221,500 | 1,665,760 | 1,887,200
TOTAL PERCENT 36% 4% 130% TOTAL PERCENY 2% 88% 100%




Suez Canal

The Suez Canal, closed on June 6,
1967, had not been reopened by the end
of the fiscal year, and there was no indi-
cation of when it wouid be recpened. Two
U.S. flag vessels remained trapped in the
canal—the AFRICAN GLEN, and the
OBSERVER, a 28,000 DWT tanker en
route to India with a full cargo of surpius
grain.

Ship Sales

Ninety-nine government-owned ships
were sold for scrap or nontransportation
use durng the year for a sales return of
$4,922,881. From 1958 through 1969, a
total of 1,286 were sold for a total return
of approximately $76,302,229.

Of the 446 ships sold to noncitizens
under the Merchant Ship Sales Act of
1946, for total original mortgages of
$229,001,030, at the end of the fiscal year
a total of $226,017,980 in principal and
$54,983,354 in interest had been col-
lected. During the fiscal year $75,853 in
principal and $8,951 in interest were col-
lected from Banco do Brazil under its
agreement with the Maritime Administra-
tion dated June 1, 1965, whereby Banco
assumed the payment of 11 outstanding
Brazilian mortgages with total balances of
$379,270.

On June 30, 1969, the principal bal-
ance outstanding on foreign ship sales
under the 1946 Act amounted to $208,-
596, consisting entirely of amounts to be
paid under the Banco agreement. The
previously reported defaulted Greek mort-
gage was settled during the year by the
payment of the principal of $30,591 and
the waiving of the accrued interest.
There was also an outstanding principal
balance of $18,134 due on one mortgage
sold to a U.S. citizen under the 1946 Act.

A total of $115,412,214 had been col-
lected from U.S. and foreign ship sales
under the 1946 Act.

Foreign Transfers

Approval was granted to transfer foreign
95 ships of 1,000 gross tons and over, 45
more than in fiscal year 1968. Over 50%
were sold for scrapping abroad. Twenty-
two of the 95 ships were undocumented
or registered under foreign flag though
owned by a U.S. citizen. (See Appendix
V)

Charter of U.S.-owned ships to aliens
was approved on 14 ships of 1,000 gross
tons and over.

Applications for transfer foreign of 379
ships of less than 1,000 gross tons, 239
commercial and 140 pleasure craft, were
approved, and charters of 72 ships to
aliens were approved.

Of 34 violations on privately owned
ships, 28 were mitigated or settled.

National Defense Reserve Fleet

On June 30, 1969, 1,017 ships, exclud-
ing nine ships sold but not delivered, were
moored in the six National Defense Re-
serve Fleet anchorages. Of these, 623
were preserved ships, 358 scrap candi-
dates, and 36 special program ships,
including GAA vessels in reduced opera-
tional status. (See Table 1) During the
year 89 ships were placed in the Reserve
Fleet and 130 were withdrawn. The num-
ber of preserved ships in the Reserve
Fleet decreased by three during the year.

The determination was made to phase
out the Hudson River, N.Y., anchorage

Table | — SHIPS IN RESERVE FLEETS
June 30, 1969

Special

Fieets Retention Scrap Program Total
Hudson River, N.Y. 66 56 ] 122
James River, Va. 127 153 6 286
Moblie, Ala. 100 50 4] 150
Beaumont, Texas 97 is 3 119
Suisun Bay, Calif. 132 67 26 225
Olympia, Wash. 101 13 1 115

Total 623 358 36 1017*%

* Excludes 9 ships soid for scrap but not delivered.
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Right: As new ships are built,
they must be checked out at
sea trials to be sure everything
' is in working order.

Below: Some small vessels like
fishing boats and oceanographic
research ships are also built
under supervision of the
Maritime Administration.

The government-owned ships like
the ALLEGHENY VICTORY
which have carried military
supplies to Vietnam are being
withdrawn from service as soon as
they are no longer needed.

Many of the ships in the reserve
fleets are too old for further

use and are being sold for scrap

as rapdily as possible.




beginning with its reduction to custodial
status during fiscal year 1970. Phaseout
will be completed by 1974 or 1975.

A summary of the number of ships in
the Reserve Fleet since 1945 is presented
in Appendix VIl.

Ports and Intermodal Systems

The Maritime Administration continued
to work with other government agencies,
including the Economic Development Ad-
ministration and the Army Corps of Engi-
neers, and private concerns to develop
broad planning programs for nationwide
water resources development. Work in-
cluded long-range plans for improving
deep-draft harbors, channels and port
terminal facilities, and developing aiterna-
tives to accommodate changing ocean
shipping technology.

Ship Construction

Ships under Construction

The total number of large merchant
ships under construction or conversion on
order in private U.S. shipyards, on which
the Maritime Administration had informa-
tion, increased from 71 on July 1, 1968,
to 79 on June 30, 1969, as shown in
Table 2. These included new ships built
with subsidy, privately financed ships, and
one government-owned ship built under
Maritime supervision.

The 79 ships under contract at the end
of the year had a contract value of about

Efforts were continued during the year
to encourage and facilitate integrated,
intermodal systems transportation, work-
ing with other government agencies and
the private sector.

Plans were completed to make trial
“through intermodal”’ shipments of con-
tainerized cotton in bales from inland U.S.
points to foreign destinations. The trial
movements were expected to be made in
fiscal year 1970.

$1,172 million. Of these, 28 with a con-
tract value of approximately $591.1 mil-
lion, were being built under the subsidized
operators’ replacement program. (See
Appendix V) The other 26 new ships un-
der construction or on order were 18 new
tankers, 2 new containerships, 2 new
Great Lakes ore carriers, 3 new buik
chemical carriers, and 1 ocean survey
ship for the Coast and Gecdetic Survey.
Ships under conversion at the end of
the year included 14 C4's being converted
to containerships (8 Mariners with Title V
subsidy and 6 C4 troop ships exchanged

Table 2 — SHIPS UNDER CONSTRUCTION

Number of Ships

Total New Conversions
Under Contract July 1, 1968 71 591 12
Contracts Awarded during
Fiscal Year 1969 48 20 28
Subtotal 119 7S 40
Comptleted during Fiscal Year 1969 40 25 i5
Under Contract June 30, 1969 79 54 25

1Two commercial ships awarded in fiscal year 1968 not reported to Maritime until after end of year.
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under the Ship Exchange Program), 5 T2
containership conversions and 2 C4 cargo
conversions under the Ship Exchange Pro-
gram. Three additional T2's were being
converted to bulk carriers. The super-
tanker MANHATTAN was being converted
to an icebreaker to attempt a transit
through the Northwest Passage to the new
Alaskan oil fields.

Contract Awards

In addition to contracts awarded for 10
new ships to be built with construction-
differential subsidy (see Table 3), orders
were placed for 10 new non-subsidized
ships, including 6 tankers and one chem-
ical carrier at Bethlehem Steel Corpora-
tion, Sparrows Point, Md., 1 chemical
carrier at Ingalls Shipbuilding Division of
Litton Systems, Inc., Pascagoula, Miss.,
and 2 tankers at Sun Shipbuilding and

Dry Dock Co., Chester, Penn. Contracts
for eight subsidized conversions (see Ta-
ble 4) and 20 non-subsidized conversions
were also awarded.

Deliveries

On July 1, 1968, there were 38 new
ships (excluding fishing boats) being con-
structed under Maritime Subsidy Board
and Maritime Administration contracts. Of
these, 18 subsidized ships and one ketch-
rigged floating laboratory for the National
Science Foundation were delivered. Six
non-subsidized tankers were delivered,
making a total of 25 new ship deliveries
all together. (Table 4)

Fifteen conversions were completed, of
which 11 C4’s and 2 T2's were converted
as part of the Ship Exchange Program,
and the 2 others were private ventures.

Table 3 — CDS CONTRACTS AWARDED IN FISCAL YEAR 1969

No. Total Estimated
Type of of Estimated Estimated Cost
Shipping Line Shipyard Ship Ships Cost? CDS Cost of NDF
Farrell Lines Litton Systems, Inc. c6-S-85a 4 $ 83,855,240 $ 41,620,536 $ 54,072
Incorporated Pascagoula, Miss.
American Litton Systems, inc., C6-S-85b 3 65,771,837 32,066,805 43,214
President Pascagoula, Miss.
Lines, Lid.
Lykes Bros. General Dynamics Corp., C8-S-82a 3 97,887,999 53,581,812 430,518
Steamship Quincy, Mass.
Co., Inc.
United States Alabama DD/DD Co., C6-S-1w 2% 16,151,820 8,075,910 e
Lines, Inc. Mobile, Ala.
United States Bethlehem Stee! Corp., C6-S-1w 2% 16,609,396 8,300,198 9,000
Lines, Inc. Baltimore, Md. )
United States Norfolk SB/DD Co., C6-S-1w 1= 8,274,934 4,137,467 —
Lines, Inc. Norfolk, Va.
United States Todd Shipyards Corp., C6-S-1w 3% 25,524,000 12,762,000 —

Galveston, Tex. &
Brooklyn, N.Y.

Lines, Inc.

$314,075,226 $160,544,728 $536,804

1 Total Contract Cost including CDS and National Defensz Features, but excluding engineering and change orders.
* Reconstruction.
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Table 4 — SHIP DELIVERIES

Owner Builder Design Delivered
Subsidized
U.S. Lines Sun Shipbuilding C7-S-68¢c 1
& Dry Dock Co.
” " " C7-S-68d 3
" " " C7-S-68e 1
American Export Bath Iron Works C5-S-73b 3
Isbrandtsen Lines
States Steamship Avondale C4-8-6Sb 3
American Mail Line Newport News Ship- C5-S-75a 3
Building & DD Co.
Deita Steamship ingalls Shipbuilding C3-S-76a 3
Division
Moore-McCormack Lines " C5-S-78a 1
18
Non Subsidized
Keystone Shipping Bethiehem, Sparrows Tanker 1
Point Yard
Overseas Bulktank Corp. " ” ” 1
Ocean Tankship Corp. " " ” 1
Willamette Transport ” " " 1
Wabash Transport " " ” 1
Eagle Terminal Tanker " " " 1
National Science Harvey F. Gamage SV-BP 1
Foundation v
TOTAL 25

Small Vessels

The Maritime Administration adminis-
ters the technical aspects of design and
oversees the construction of ships built
under the U.S. Fishing Fleet improvement
Act, which authorizes the Secretary of in-
terior to pay up to half of the construction
cost of new fishing vessels.

Plans for construction of nine vessels
under the program were approved by the
Maritime Administration. Nine vessels
were under construction at the end of the
year, and nine were delivered during the
year, including two 296-foot factory stern
trawlers, the largest fishing vessels ever
built in the United States. Applications
for three vessels were withdrawn after re-
ceipt of bids, and one other application
also was withdrawn. Two applications were
under review at the end of the fiscal year.

#

te

Trial and Guarantee Surveys

Sea trials and acceptance surveys were
conducted on 19 subsidized ships and one
ship for the National Science Foundation.
In addition, sea trials were witnessed by
the Trial Board on five tankers insured
under the Federal Ship Mortgage Insur-
ance Program. Final guarantee surveys
were conducted on 18 subsidized ships
and one Coast and Geodetic Survey ship.

Design and Development

Studies completed during the year es-
tablished the engineering feasibility of an
unattended engine room for a steam power
plant. The economic feasibility of imple-
menting the technological advancement
was still under investigation at the end of
the year.



A standardized engine room controf con-
sole design was developed and was sub-
mitted to industry for review.

In other areas of mechanization, studies
were in progress at year's end to evaluate
the effects of maintenance on control sys-
tems, and investigate known contro! prob-
lem areas, in an attempt to improve short-
comings in control systems.

Supplemental work investigating two
diesel propulsion units, performed in fiscal
year 1968 in connection with a 1967 pre-
liminary design for a low-cost commer-
cially acceptable cargo ship, was extended
to investigate a gas turbine power plant.
The design is to be readily adaptable for
construction under emergency conditions
and for meeting National Defense Reserve
Fleet requirements.

The testing program to investigate the
performance of a simplified ship hull,
the “helical ship’’, utilizing straight frames
and large flat plates, was extended to
investigate the effect of a bulbous bow
and bulbous stern on the performance of
this hull.

A parametric study begun in fiscal year
1968 was continued during the year to
develop characteristics of large, fast con-
tainerships. The data provided the basis
for a computer program to be used to cal-
culate the ‘‘least cost’” containership,
given certain requirements of owners. The
same program is now being used by the
Maritime Administration to develop opti-
mum containerships in the 35-40 knot
speed range.

A conceptual study and design for a
multipurpose cargo ship was completed
for the Military Sea Transportation Serv-
ice (MSTS) to provide a basis for MSTS
to evaluate responses to their request for
proposals for such a ship.

Nuclear tanker and nuclear container-
ship studies were conducted to investigate
the use of nuclear propuision for large
ice-breaking tankers in the Arctic service
and for large, high speed containerships.
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A design and feasibility study for a pro-
peller shaft flexible coupling was con-
cluded during the year. It will be used
on a ship experiencing serious torsional
propeller shaft vibrations as a measure to
reduce these vibrations.

A study of passive anti-roll tanks, in-
cluding full scale ship tests, was con-
cluded. Resuits indicated that when prop-
erly designed, anti-roll tanks are effective
in reducing a ship’s motion under most
conditions.

The Maritime Administration partici-
pated in the development of a shipboard
information system formulated by an in-
dustry/government advisory group serving
at the invitation of the National Research
Council-National Academy of Sciences. A
request for proposals to implement the
system, expected to be an efficient tool for
providing information to management and
labor on the nature of the work performed
aboard ship and its cost, was issued by
Maritime at the end of the year.

Further tests conducted as part of an
on-going project to determine a new meth-
od of calibrating shaft horsepower meters
using ultrasonics, yielded promising re-
sults. A decision on whether to switch from
the conventional and more expensive
method of forcibly twisting the shaft is
expected to be made arter additional tests
in the coming fiscal year. Accurate meas-
urement of shaft horsepower is necessary
to establish shipbuilders’ compliance with
contractual requirements for the guaran-
tee fuel and steam rates.

Value Engineering

The value engineering program for re-
ducing shipbuilding costs produced record
savings to the subsidized shipbuilding
program of approximately $4.93 million,
of which about 43.5 percent accrued o
the Government and the remainder to the
marine industry. The amount saved was
more than three times the total savings for
fiscal year 1968. Included in the FY 1969
savings is a saving of approximately $1.1



million resuiting from a change proposed
by Avondale Shipyards, New Orieans, La.
in a type of steel specified for the 11

LASH ships under construction for Pru-
dential Lines, Inc. and Pacific Far East
Line, Inc.

Equal Employment Compliance

The Maritime Administration is respon-
sible for the development and effective
implementation of a contract compliance
program to insure that government con-
tractors within the shipbuilding, ship re-
pair, and operating industries provide
equal employment opportunities to em-
ployees and applicants for employment
regardless of race, color, religion, sex or
national origin. The Department of Labor,
Office of Federal Contract Compliance, has
assigned to the Maritime Administration
all contractors in these industries for the
purpose of administering this program and
to insure compliance with the equal oppor-
tunity clauses contained in contracts en-
tered into by federal contracting agencies.

As a result of the examination of equal
opportunity practices of shipbuilding and

ship repair facilities holding major con-
tracts with the Agency, and those seeking
to obtain large contracts, the major ship-
building and repair facilities have devel-
oped pians and taken action to improve
hiring and promotional practices within
their organizations and to correct dis-
criminatory practices found to exist. The
companies and the unions and employ-
ment sources with which they deal were
given technical assistance to implement
equal opportunity policies.

Equal opportunity compliance reviews
were conducted in several steamship
companies. It was anticipated that reviews
of all of the subsidized operators would be
completed by the end of calendar year
1969, and that affirmative action plans
would be developed and analyzed for each.

The Maritime Administration is responsible for assuring that minority groups

receive fair and equal employment opportunities in the maritime industry.
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These ships delivered in fiscal year 1969 are representative
of the new vessels built with government construction subsidy
aid to serve American foreign trade.




MARITIME AIDS

Subsidy Administration

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

The operating- and construction-differ-
ential subsidy programs are the principal
aids administered by the Agency. Under
the operating subsidy program, the Gov-
ernment may pay the difference between
certain foreign and domestic costs of
regularly scheduled U.S.-flag ship opera-
tion on foreign trade routes which the
Agency has found essential to the national
economy and security. Under the con-
struction subsidy program, the Govern-
ment also may pay the difference between
American and foreign shipbuilding costs
of ships to be operated in foreign trade.
Current law provides that the maximum
construction subsidy allowed is 55% of the
domestic cost for new construction or for
reconstruction or reconditioning, except
that up to 60% may be paid for recon-
struction of passenger ships.

Other aids administered by the Agency
include the Federal Ship Mortgage Insur-
ance program under which the Government
may insure mortgages and loans made by
private lending institutions to finance the
construction, reconstruction, and recondi-
tioning of ships, the Ship Exchange pro-
gram permitting nonsubsidized operators
to receive ships from the Reserve Fleet
in exchange for older, less efficient ves-
sels; and the Cargo Preference Act which
reserves half of all government-sponsored
cargoes to U.S.-flag ships.

The Maritime Administration also as-
sists the Merchant Marine by administer-
ing construction reserve funds which re-
ceive certain tax deferment benefits and
which may be set up by U.S. ship opera-
tors for the purpose of building new
vessels for U.S. foreign and domestic
commerce; and accepting old ships for
allowances of credit on construction of
new ships.

A less direct but very important aid to
the Merchant Marine is rendered through
cargo promotion activities.

Operating-Differential Subsidy

Fourteen operators participated in the
operating-differential subsidy program,
with a total of 293 ships under contract
at the end of the fiscal year. Payments
during the year on operating subsidy due
for 1969 and for prior years totaled
$194,702,567.

Operating-differential subsidy accrued
from January 1, 1937, to June 30, 1968,
totaled $3,108 million; recapture amount-
ed to $244 million; net payable as of
June 30, 1969, was $2,863 million, of
which $2,711 million had been paid out,
leaving an estimated unpaid balance of
$152 million at the end of the fiscal year.
(See Chart 2 and Appendix VI. See also
Appendix IX)

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

Operating subsidy was being paid on 83
overage ships pending their replacement.
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Chart ll. Maritime Subsidy Expenditures

Millions of Dollarg
400

E 3 Operating Differential Subsidy (ODS) TOTAL ODS AND CDS

Construction Differential Subsidy (CDS),

fnciuding Reconstruction

&1 62 i | i | 69 70

FISCAL YEAR 1955 1956 1957 1958 1958 1960 1961 1962 1963 1964 1965 1966 1967 1968 1969
TOTAL ODS & CDS 120.7 151.3 1286 147.4 156.4 20267 2535 323.0 3154 282.0 301.0 2600 2582 297.8 290.2
0DS 115.4 1353 1083 1200 127.7 1528 150.1 181.8 2207 203.0 2133 1866 1756 200.1 1847
CDS (incl. Reconst) 54 180 203 273 287 740 1033 1410 947 785 877 734 825 977 855

Construction Reconstruction Total Construction QOperating Total
Fiscal Differential Differential and Reconstruction Differential 0DbS and
Year Subsidy® Subsidy* Subsidy (CDS)* Subsidy (0DS)* CBS
1938 ‘
1937
1938
1938 $ 131,571,571
1840 (Reflects CDS
1941 adjustments cov-
1942 ering World War $ 16,601,213
1943 il period)
1944 plus
1945 $ 105,852,281 $ 3,285,388 $ 246,249,167 $ 471,968,043
1946 (Equivalent to
1847 CbS-—atiowances
1948 made in connec- 1
1548 tion with Mariner
1950 ship construction $ 5,784,585
1951 program) 14,018,284
1952 % 41,437 567
1853 v 62,838,704
1954 $ 5538417 85,038,513
1955 5,358,663 g $ 5,358,663 115,391,111 $ 120,748,774
1956 1,613,737 $14,368,688 15,982,405 135,042,148 151,324,551
1857 16,379,076 3,909,195 20,288,271 108,292,274 128,580,545
1958 22637,540 4,709,383 27,346,923 120,031,522 147,378,445
1958 21,679,547 7,065,416 28,744,963 127,693,052 156,438,015
1860 £9,156,794 £828,227 73,985,021 152,756,154 228,741,175
1961 102,118,519 1,215,432 103,333,951 159,142,575 253,476,526
1962 136,858,263 4,160,591 141,018,854 181,818,753 322,837,607
1963 90,514,302 4,181,314 94,695,616 220,676,685 315,372,301
1964 77,234,458 1,665,087 78,839,545 203,036,847 281,936,392
1865 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 81,592,502 832,114 82,524,616 175,631,860 258,156,476
1968 97,610,561 96,707 97,707,268 200,128,670 297,836,938
1869 95,460,092 57,328 95,517,421 194,702,568 250,219,990
TOTAL $1,2158,636,280 $53,086,055 $1,272,722,335 $2,711,426,860 $3,984,149,195




The Maritime Administration and subsi-
dized operators explored the feasibility of
applying an Indexed Wage Subsidy System
which would substantially eliminate the
need for detailed review by the Adminis-
tration of each collective bargaining agree-
ment to determine whether employment
costs are fair and reasonable. The rate
of change in an appropriate index would
be deemed the measure of change in fair
and reasonable employment costs after an
initial determination is made. Work on the
Index system will continue in fiscal 1970.

Many of the subsidized lines were given
permission to reduce the required number
of minimum sailings on various services
during calendar year 1968 because of dis-
ruptions caused by the Atlantic and Guif
coast longshore strike, closing of the Suez
Canal, charter of some of their vessels to
the Military Sea Transportation Service,
and for other reasons beyond their control.
The effect on subsidized operations of di-
versions to military service is shown in
Chart 3.

On the other hand, applications were
pending at the end of the year from seven
of the subsidized lines for some 500 addi-
tional sailings on various trade routes.

Passenger services continued to be a
problem, with American Export Isbrandt-
sen Lines withdrawing the SS ATLANTIC
from service for an indefinite period and
removing the INDEPENDENCE and CON-
STITUTION from operation at the year's
end. The United States Lines had applied
for a countervailing subsidy retroactive to
1962 on the SS UNITED STATES to offset
the effect of subsidy paid to the SS
FRANCE by the French government. Con-
sideration was still being given to the
possibility of establishing a consolidated
company toc operate the passenger vessels
of United States Lines, Moore McCormack
Lines, and American-Export Isbrandtsen
Lines.

An application was received from Ad-
miraity Enterprises, Inc., parent company
of Prudential Lines inc., to acquire Grace

Line Inc. from Grace's parent, W. R. Grace
& Co. with subsequent sale of assets of
Prudential Lines to Grace Line.

Trade Routes

A review of all essential trade routes,
the routes on which ship operators must
agree to provide regular service before
being eligible for operating-differential
subsidy, was completed during the year.
The purpose of the review was to obtain
information on changes in U.S.-flag ship
and service requirements brought about
by containerization and the application of
a systems approach to shipping services.
Problem areas were pinpointed and priori-
ties established for more detailed studies
on routes on which changes in traffic pat-
terns and ship requirements are occurring
most rapidly. Such studies of the North
Atlantic routes are under way, and are
scheduled for the trans-Pacific trade
routes.

Construction-Differential Subsidy

The Maritime Administration continued
previously established policy of allocating
subsidy funds on the basis of the most
productive ship designs that will best meet
the needs of the waterborne commerce of
the United States in essential trade routes.
Subsidized ship construction plans and
specifications were reviewed to assure that
the ships were suitable for the intended
purpose, productive, devoid of unneces-
sary equipment, and procured in a manner
and in numbers that will generate the
lowest overall cost.

The mid-fiscal year 1968 request that
all ship operators submit ship construction
plans for fiscal years 1869-1973, inclu-
sive, was followed up with a mid-fiscal year
1969 request for five year ship construc-
tion plans for 1970-74. The information for
liner or non-liner dry cargo vessels, and
for dry and liquid bulk carriers received
from 24 U.S. operators was being exam-
ined and analyzed in connection with the
development of possible new policy on the
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Chart lll. Use of Shipping Space on
Subsidized Ships to the
Far East
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merchant marine, as well as in the light
of how best to meet anticipated merchant
marine ship construction needs within the
framework of existing policy.
Construction-differential subsidy con-
tracts for two shipyards to build 10 new
ships for three companies, and for four
shipyards %o convert 8 Mariner cargo

vessels to full containéfships for afotirth

company,. at 4 total estimated domestic
cost of $314 million and estimated con-
struction subsidy of $160.5 million were
signed during fiscal year 1969 (see Table
3).
All of the vessels were designed specifi-
cally to implement the intermodal concept
of transportation, with 7 of the new vessels
to be container and unitized cargo ships,
and three to be built as barge-carrying
ships.

A total of 173 cargo ships, including the
fiscal year 1969 vessels, have been con-
tracted for by the subsidized operators
since the beginning of the replacement
program in 1958 (excluding four passen-
ger ships ordered in 1955 and 1956), at
a total contract cost of about $2.25 billion.
(See Chart 4.)

Total construction subsidy paid out
since 1936 is $1.27 billion (See Chart 2.)

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

Bids were requested on 4 additional
new ships, all containerships, on which
construction subsidy had been requested.

Two of the vessels were planned as part
of the replacement program for United
States Lines, and two were for Matson
Navigation Company, an unsubsidized op-
erator. (See Table 5)

At the end of the year, applications
were pending from six subsidized opera-
tors and 8 nonsubsidized operators for
construction-differential subsidy on 54
new and converted ships, including 30
bulk carriers. (See Table 6)

Federal Ship Mortgage Insurance

Applications for Federal Ship Mortgage
and/or Loan Insurance covering 18 ships
and 360 ship-carried lighters or barges,
aggregating $141,863,000 were approved.
In addition, mortgage insurance contracts
aggregating $56,629,000 were placed on
7 ships for which commitments had been
made in previous fiscal years. (Table 7)

At year’s end, Title XI contracts in force
covered a total of 144 ships and 360 ship-
carried lighters and barges for a total out-
standing balance of principal and interest
of $751,555,138.

One default occurred during the year,
the eighth under the Federal Ship Mort-
gage Insurance Program. The Maritime
Administration paid the mortgage on the
H.S. VICTORIA, owned by Northwest Hy-
drofoil Lines, after the vessel sustained
heavy damage upon striking a submerged
log in Puget Sound. The ship was re-
paired and is on a six-month charter in

Table 5 — PENDING CDS BIDS

Apparent Low Bid

Number tnvitation (Inciuding National
Company of Ships Date Defense Features)
United States Lines, Inc. 2 C7-S-68e April 16, 1969 Sun S.B./D.D. Co.,
Chester, Pa.
($17,588,000 for
each of 2)
Matson Navigation Company 2 C7-S-88a May 13, 1969 Bid Opening
Scheduled
July 31, 196S
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Table 6 — PENDING CDS APPLICATIONS

Company Number of Ships Type
Subsidized
American Export Isbrandtsen Lines, Inc. [ Containerships
10 Bulk Carriers
American President Lines, Ltd. 4 Bulk Carriers
Delta Steamship Lines, inc. 3 Containerships
Lykes Bros. Steamship Co., Inc. S Reconstruction to

partial containerships

The Oceanic Steamship Company 2 Containerships
United States Lines, Inc. 2% Containerships
36
Nonsubsidized
Hudson Waterways Corporation 2 Bulk Carriers
Jackson Agents, inc. 2 Bulk Carriers
Marine Carriers Corp. 4 Bulk Carriers
Matson Navigation Company 2% Containerships
Overseas Transportation, Inc. 2 Bulk Carriers
Penn Steamship Company 3 Bulk Carriers
T.C.C. Shipping Co., Inc. 2 Bulk Carriers
T. J. Stevenson & Co., Inc. 1 Bulk Carriers
i8

¢ Bids received.
No applications pending for trade-in allowance.

the San Pedro/Santa Catalina, California
service. The USNS TAURUS (ex-CARIB
QUEEN), which had been on loan to the
Military Sea Transportation Service since
1959 foliowing Government acquisition of
the mortgage upon defauit of TMT Trailer
Ferry, Inc., was soid to commercial in-
terests for $456,000. It had a book value
at the date of sale of $1,922,147.

At the end of the year, pending applica-
tions for loans and/or mortgage insurance
covered construction or reconstruction of
29 freighters and 6 tankers, 55 tugs,
barges, or miscellaneous types, and 831
lighters and barges to be carried on board
ship at a total estimated cost to the appli-
cants of $486,844,175, of which $401,
700,000 is the estimated amount to be
covered by mortgage insurance. (See
Chart 5)
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The Federal Ship Mortgage Revolving
Fund received about $1,000,000 in net in-
come during the year, making the retained
income of the fund approximately $20 mil-
lion. .

Vessel Exchanges

Under the Ship Exchange Act of 1960,
as amended, 17 Government-owned ships
from the Nationa! Defense Reserve Fleet
were exchanged for 17 privately owned
ships. (Table 8)

Since the inception of the Exchange
Program in 1960, 120 Government-owned
ships have been traded out to nonsubsi-
dized operators in exchange for 124 pri-
vately owned ships and approximately
$25,298,067 in excess value of the ships



going to operators over those traded in,
subject to adjustment when contract work
in certain of the ships is completed. (See
Chart 6.)

Reserve Funds

On June 30, 1969, balances in four
construction reserve funds of operators
totaled $1,966,261, compared with
$995,219 in five funds at the beginning
of the fiscal year, an increase of $971,-
042. Three funds were established during

fiscal year 1969, and four were closed.
(See Appendix VIiil)

At year’s end, statutory reserve funds of
subsidized operators totaled $135,950,-
367 consisting of $75,248,654 capital and
$60,701,713 special reserve funds, as
compared with $130,030,307 at the be-
ginning of the fiscal year, an increase of
$5,920,060. (See Appendix X1.)

In addition to the mandatory deposits
in special and capital reserve funds, four
subsidized operators were authorized to
make voluntary deposits of $2,559,437.

Table 7 — MORTGAGE INSURANCE APPLICATIONS APPROVED

No.

Amount to

Ship;s Name or type Company Date be Insured
4 Hull No. 244 Farrell Lines 10/ 3/68 $ 25,000,000
Hull No. 245 " " ' "
Hull No. 246 " " " "
Hull No. 247 " " ’” ”
2 Hull No. 4622 Matson Navigation 10/17/68 $ 34,428,000
Hull No. 4623 " ’ " ”
7 EXPORT BAY AEIL 11/20/68 $ 20,052,000
EXPORT BANNER " " ”
EXPORT BUILDER " ” ’”
EXPORT BUYER " ” ”
EXPORT COMMERCE " " "
EXPORT CHALLENGER " ” ”
EXPORT CHAMPION " ’ ”
1 OVERSEAS ALASKA intercontinental 12/31/68 $ 14,000,000
1 OVERSEAS ARCTIC Ocean Tankships 12/31/68 $ 14,000,000
360 Barges Bank of America 1/16/69 $ 9,600,000
3 Hull No. 248 APL 6/17/69 $ 24,783,000
Hull No. 249 " ” ”
Hull No. 250 ” ” ”
378 $141,863,000
Contracts Signed
Ne. Amount to
Ships Name or type Company Date be insured
1 OVERSEAS AUDREY Overseas Bulktank 11/ 1/68 $ 9,375,000
1 EAGLE LEADER Eagle Terminal 6/12/69 $ 10,200,000
i OGDEN WABASH Wabash Transport 6/ 6/69 $ 9,887,000
1 OGDEN WILLAMETTE Willamette 3/14/69 $ 9,887,000
3 ALASKAN MAIL American Mail 10/29/68 $ 5,800,000
INDIAN MAIL " ’” 12/30/68 $ 5,800,000
KOREAN MAIL ” " 4/25/69 $ 5,680,000
7 $ 56,629,000

377-263 O - 70 -5
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Chart IV. Ship Replacement Program

Nurber of New Ships Mitlions of Doliar
35 50
- 1 Number of New Ships Contracted for
30 —
{771 Criginal Contract Cost —_—
o5 - Government Share of Original Contract Cost
{Construction Differential Subsidy & Cost of
National Defense Features)
e 30
20 —
15— — 20
10
— 10
5 —
o
1956 1957 1058 1959 1860 1961 1962 1983 1984 1965 1966 1967 1968 1969
FISCAL YEAR 1956 1957 1958 1859 1960 1961 1962 1963
MNew Ships
Contracted for 4 0 i5 14 i3 31 13 18
Construction Contract
Award 94,899,332 0 166,931,831 | 140,434,775 | 170,274,379 | 302,066,745 | 128,855,000 | 205,598,652
Owner's Share 55,637,470 0 87,428,528 | 73,366,595 | 87,431,905 | 152,054,988 | 65,080,000 | 98,531,000
Special Features, Paid
100% by Owner 0 ¢ 291,100 368,796 145,089 0 g 0
Censtruction
Differential
Subsidy 38,608,730 g 77,.921,575% 85,051,776 | 81,479,145 | 147,146,807 | 63,353,628 | 106,204,792
National Defense
Features 652,132 g 1,289,628 1,647,608 1,217,240 2,864,954 411,372 312,860
FISCAL VEAR 1964 1865 1966 1967 1888 1988 TCTAL
New Shios
Contracted for i5 i4 i7 1 i2 10 177
Construction Contract
Award ($) 155,999,087 | 168,283,260 | 254,436,365 | 15,715,450 | 250,538,00C | 247,515,076 2,301,545,956
Qwner's Share 71,702,712 § 78,273,800 | 117,727,048 | 7,047,000 | 124,646,000 | 117,527,013 1,136,524,255
Special Features, Paid
100% by Owner ] ¢ 1,958,010 110,450 507,028 2,191,108 5,973,578
Construction
Bifferential
Subsidy 83,088,655 | 89,844,770 | 133,029,853 | 8,513,000 | 124,839,972 | 127,268,153 1,147,142,956
National Defense
Features 307,72¢ 365,480 1,720,354 45,000 143,000 527,804 11,505,162
budgets.

NOTE: Figures exciude escalation, changes, and engineering and outﬁtting
* Includes extra cost of ailocation of shipbuilding contracts involving 1

ships, rather than award by

compestitive bidding. This is in accordance with provisions of Sec. 502 (f) of 1936 Merchant Marine
Act, which allow for contract allocation in special cases.



Table 8 — SHIP EXCHANGE PROGRAM—FISCAL YEAR 1969

Exchange Transfer Type
Ship : Ship of Cash
Company (in) Type (out) Type Conversion Received

Sea-Land Service, DELAWARE Ferry MARINE SERPENT C-4 Containership $ 431,160
Inc.

Sea-Land Service, EDWARD Y. Bulk Carrier GENERAL MARK L. C-4 Containership 255,000%
inc. TOWNSEND HERSEY

Hudson Waterways ZEPHYRHILLS T2-SE-Al GENERAL WILLIAM C-4 Containership 325,000%
Corporation/ F. HASE
Hase Shipping
Corporation

Hudson Waterways DORCTHY EC2-S-C1 GENERAL JAMES H. C-4 Containership 355,500*
Corporation/ McRAE
McRae Shipping
Corporation

Hudson Waterways DUTCHESS Ferry GENERAL C-4 Containership 512,500*
Corporation W. G. HAAN

Sea-Land Service, ALAMAR EC2-8-C1 GENERAL A. W. C-4 Containership 378,600*
inc. BREWSTER

Sea-Land Service, LOSMAR EC2-8-C1 GENERAL C. H. C-4 Containership 307,500*
Inc. MUIR

Sea-Land Service, FRANK E. Bulk Carrier GENERAL EDGAR C-4 Contaniership 382,500*
inc. TAPLIN T. COLLINS

Waterman Steam- ELBA Bulk Carrier NEW YORK C-3 General Cargo 843,750
ship Corporation

Waterman Steam- ELMIRA Ferry GENERAL R. M. C-4 Break-Bulk 511,300*%
ship Corporation BLATCHFORD

Waterman Steam- BINGHAMTON Ferry GENERAL LEROY C-4 Break-Bulk 511,200*
ship Corporaiton ELTINGE

Waterman Steam- CATSKILL Passenger MICHIGAN C-3 General Cargo 666,500
ship Corporation Ferry

Sea-Land Service, PHILIP MINCH Bulk Carrier MISSION DOLORES T-2 Containership 342,500*
Inc.

Sea-Land Service, HARRY W. Bulk Carrier PETROLITE T-2 Containership 250,000*
inc. CROFT

Sea-Land Service, J. E. UPSON Bulk Carrier ROANOKE T-2 Containership 250,000*
inc.

Sea-Land Service, PETER Bulk Carrier BULL RUN T-2 Containership 222,000*
Inc. ROBERTSON

Marine Navigation MARINE Buik Carrier LYNCHBURG T-2 Spec. Lig. 229,000*
Company, Inc. COLLIER Bik. Carrier

TOTAL 17 17 $6,774,010%

* Subject to Adjustment
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Chart V. Federal Ship Mortgage And
Loan Insurance Program

Mitlions of Dollars APPROVED APPLICATIONS AND CONTRACTS IN FORCE

1,000
_________________ ————————————————— =
Yessels Constructed with Statutory Limit
FSMi ngnancéng Since $975 milli;m
neeption {oringipal
800 — Frighter % interest
ombination -
Pass./Carge 14 Principal
Tanker 47 \
Misc. i3 s
600 — Lighters 360
Totals: Ships 169 e
Lighters 360
s TR,
T o [
: s s
A0 —
200 —

6/30/58 6/30/58 6/30/60 6/30/61 6/30/62 6/30/63 6/30/64 6/30/65 6/30/66 6/30/67 6/30/68 6/30/69

DATE 6/30/58 |6/30/59 {6/30/60 | 6/30/61 | 6/30/62|6/30/63 | 6/30/64 | 6/30/65 | 6/30/66 | 6/30/67 | 6/30/68 | 6/30/69
Total Approved | 219.083 | 257.119 | 448.990 | 464.118 | 458.847 |431.169 | 454.467 | 421.584 | 485.184 | 562.096 | 651.552 |751.555
Applications
and Contracts
in Force
{millions
of $)

Interest 842 1.213 1.833 2.896 3038 | 3.274 3.452 2.946 3.407 4.002 6.004 5.876

Principal 218.451 | 255.906 | 447.157 | 461.223 | 455.809 1427.895 | 451.015 | 418.638 | 481.777 |558.094 | 645.548 |745.679
Number of
Vessels 26 34 53 64 67 70 82 79 98 113 128 144
Number of
tighters
{Lash, eic} — e —— - — — e — — — — 360

CURRENT STATUS 6/30/6%9
in Force Pending
Vesse! Type Number | Amount Number Amount
Freighter 93 1$406,233469| 28 1$133,729,000 NOTE: Under Title Xi of the Merchant Marine Act of 1936, the

. Maritime Administration is authorized to insure mort-
Combination gages not i exceed 871 % of actual cost on (I} pas-
Passenger/ 12 44,3&5,585 — — senger vesseis 1,000 g.t. and over and capable of at
Ca{gg least 8 knots sustained speed, to be used soiely on

inland rivers and waterways, (2) oceangoing tugs of
Tanker 38 287,350,421 g 122,325,962 more than 2,500 h.p., (3) oceangoing barges of more
than 2,500 g.t. and (4) other vesseis of not less than
Misceilaneous 3 4,064,813 55 114,662,600 3,500 g.t., capable of 14 knots sustained speed. Cn
(tUgS, barges, shiPs not _mgeténg_ these requ.iremenﬁs: and on those
hydrofls, efc) Dullt or pebult i construction subsidy the agency
Lighters 380 9,599;850 831 33,983,305 the actaul cost of building and rebuilding.
{Lash, efc)
TOTALS:
Ships 144 | §741,955,288 8¢ | $370,716,982
Lighters 360 | $ 9,599,850 831 | § 30,983,306




Mumber of Ships

{SINCE INCEPTION ON JULY B, 1960

Chart Vi. Ship Exchange Program

30
Recapitulation 1961—6/30/88 Total Applications 41&
Ships Traded  Sains Traded  Applications Withdrawn 284
Qut, by Type in, by Type Applications Pending 13
28 2 18 iberty 31 Applications Completed 117
03 § &1 i5
G4 50 G2 15
OO B 8 z SHIPS TRADED OUT
20 72 22 Tanker 7
Ri 2 12 4
13 1
Passenger 8
Ferry 22
i5 o Bulk Carrier 18
Total 120 Totat i2 To 6/30/6%
10—
5 e
o .
1961 1962 1963 1964 1965 1966 1e67 1968 1969
FISCAL YEAR 1961 1962 1963 1964 1965 1866 1867 1568 1969 TOTAL
Ships Traded Qut 4 4 11 18 18 13 15 22 17 128
Ships Traded In 4 4 13 18 18 13 15 22 17 124
Cash Received by
Marad ($)* 276,836 115,473| 920,274, 1,146,279; 1,341,280] 3,413,653] 3,685,947 7,614,315/6,774,010| 25,298,067
Est. Cost of Putting
Traded-out Ships
tc Ses, or § to
.S. Shipyards (3 | 2,871, 241, 1902, 2417, 936, ,334, 440, ,046, A 1313,014,457
U.S. Shipyards ($¥° | 2,871,83418,241 341|3,302,164| 39,247,609 108,930,133 42,334,486 44,440,247/ 62,046,643] NA 014,
SHIP EXCHANGE ACTIVITY, FISCAL YEAR 1863
Analysis—The 50 C4’s shown as trade-out ships were mostly
Ship Ship Cash troopships made available for the exchange program with the
: on en f the D 54 t of Def th diti
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