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MERCHANT MARINE APPROPRIATIONS
AUTHORIZATION

TUESDAY, APRIL 9, 1968

U.S. SENATE,
COMMITTEE ON COMMERCE,

TV ashington, D.0 .
The committee met at 10:05 a.m., in room 5110, New Senate Office

Building, the Honorable E. L. Bartlett presiding.
Senator BARTLE= The committee will be in order.

OPENING STATEMENT BY THE CHAIRMAN

Today we initiate hearings on S. 3016, a bill to authorize appropria-
tions for certain maritime programs of the Department of Commerce.
S. 3016 is the first bill introduced pursuant to Public Law 90-81,

which requires that after December 31, 1967, "only such sums as the
Congress may specifically authorize by law may be appropriated for
the use of the Maritime Administration" for various categories of
activity. Thus we begin a process which we hope will be of substantial
benefit in our efforts to enhance the maritime strength of the United
States and assure that Federal expenditures on behalf of the merchant
marine are adequate for full implementation of a maritime policy
committed to creating a modern and efficient U.S.-flag fleet.
However, initial examination of the pending request bill indicates

some lack of appreciation within the administration as to the desira-
bility of having a modern and efficient U.S.-flag fleet. Distressing as
this is, it surely is no longer a surprise. A copy of the bill and agency
comments will be inserted at this point.

[ S. 3016, 90th Cong., second sess.]

A BILL To authorize appropriations for certain maritime programs of the Department of
Commerce

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That funds are hereby authorized to be ap-
propriated without fiscal year limitation as the appropriation Act may provide
for the use of the Department of Commerce, for the fiscal year 1969, as follows:

(a) acquisition, construction, or reconstruction of vessels and construc-
tion-differential subsidy and cost of national defense features incident to the
construction, reconstruction, or reconditioning of ships, $119,800,000;
(b) payment of obligations incurred for operating-differential subsidy,

$206,000,000;
(c), expenses necessary for research and development activities (includ-

ing reimbursement of the vessel operations revolving fund for losses result-
ing from expenses of experimental ship operations), $6,700,000;
(d) reserve fleet expenses, $5,279,000;
(e) maritime training at the Merchant Marine Academy at Kings Point,

New York, $5,177,000; and
(f) financial assistance to State marine schools, $1,900,000.

Staff member assigned to this hearing: Stanley H. Barer.

(1)
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FEDERAL MARITIME COMMISSION,
OFFICE OF THE CHAIRMAN,

February 28, 1968.
Hon. WARREN G. MAGNUSON,
Chairman, Committee on Commerce,
U.S. Senate, Washington, D.C.
DEAR Mn. CHAIRMAN: This is in reply to your request of February 26, 1968,

for the views of the Federal Maritime Commission with respect to S. 3016, a bill
"to authorize appropriations for certain maritime programs of the Department
of Commerce," and S. 3017, a bill "to change the provision with respect to the
maximum rate of interest permitted on loans and mortgages insured under title
XI of the Merchant Marine Act, 1936."
Inasmuch as the bills do not affect the responsibilities or jurisdiction of the

Commission, we express no views as to their enactment.
The Bureau of the Budget has advised that there would be no objection to the

submission of this letter from the standpoint of the Administration's program.
Sincerely yours,

JOHN HARLLEE,
Rear Admiral, U.S. Navy (Retired), Chairman.

COMPTROLLER GENERAL OF THE UNITED STATES,
Washington, D.C.,. March 5, 1968.

Hon. WARREN G. MAGNUSON,
Chairman, Committee on Commerce, U.S. Senate.
DEAR Mn. CHAIRMAN: Your letter of February 26, 1968, requests our comments

on S. 3016, a bill to authorize appropriations for certain maritime programs of
the Department of Commerce.
We have no special information or knowledge that would assist in the con-

sideration of S. 3016, and therefore have no comments to offer.
Sincerely yours,

FRANK H. WEITZEL,
Assistant Comptroller General of the United States.

DEPARTMENT OF THE NAVY,
OFFICE OF LEGISLATIVE AFFAIRS,

Washington, D.C., March 5, 1968.
Hon. WARREN G. MAGNUSON,
Chairman, Committee on Commerce,
U.S. Senate,
Washington, D.C.
MY DEAR MR. CHAIRMAN: Your request for comment on S. 3016, a bill "To

authorize appropriations for certain maritime programs of the Department of
Commerce," has been assigned to this Department by the Secretary of Defense
for the preparation of a report thereon expressing the views of the Department
of Defense.

This bill would authorize appropriations for the use of the Department of
Commerce for fiscal year 1969 for ship construction and operating differential
subsidies, research and development activities, reserve fleet, Kings Point and
State marine schools.
The Department of the Navy, on behalf of the Department of Defense defers

to the views of the Department of Commerce on this legislation.
This report has been coordinated within the Department of Defense in accord-

ance with procedures prescribed by the Secretary of Defense.
The Bureau of the Budget advises that, from the standpoint of the Administra-

tion's program, there is no objection to the presentation of this report on S. 3016
for the consideration of the Committee.
For the Secretary of the Navy.

• Sincerely yours,
R. WRZESINSKI,
Captain, U.S. Navy,

Director, Legislative Division.
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THE GENERAL COUNSEL OF THE TREASURY,
Washington, D.C., April 3, 1968.

Hon. WARREN G. MAGUSON,
Chairman, Committee on Commerce,
U.S. Senate,
Washington, D.C.
DEAR MR. CHAIRMAN: Reference is made to your request for the views of this

Department on S. 3016, "To authorize appropriations for certain maritime pro-
grams of the Department of Commerce."
The bill would authorize to be appropriated specific amounts for certain mari-

time activities of the Department of Commerce. It incorporates legislation pro-
posed by the Secretary of Commerce in view of the requirements of Public Law
90-81, approved September 5, 1967.
The Department has no objection to the proposed legislation.
The Department has been advised by the Bureau of the Budget that there is

no objection from the standpoint of the Administration's program to the sub-
mission of this report to your Committee.

Sincerely yours,
FRED B. Slum,

General Counsel.

Senator BARTLETT. Now, Mr. Gulick, will you please identify those
at the witness table with you, for the sake of the record?

STATEMENT OF J. W. GULICK, ACTING MARITIME ADMINISTRA-
TOR, MARITIME ADMINISTRATION, DEPARTMENT OF COMMERCE,
WASHINGTON, D.C.; ACCOMPANIED BY CARL DAVIS, GENERAL
COUNSEL, MARITIME ADMINISTRATION; WILLIAM HENEGHAN,
BUDGET OFFICER, MARITIME ADMINISTRATION; ALSO STATE-
MENT OF LAWRENCE E. IMHOFF, DEPUTY ASSISTANT SECRE-
TARY FOR ADMINISTRATION, DEPARTMENT OF COMMERCE,
WASHINGTON, D.C.; ACCOMPANIED BY THOMAS O'BRIEN, OFFICE
OF BUDGET AND FINANCE; AND PEDRO VAZQUEZ, DEPUTY GEN-
ERAL COUNSEL, DEPARTMENT OF COMMERCE

Mr. Gu-LicK. Thank you, Mr. Chairman.
On my right, I am accompanied by Mr. Carl Davis, General Counsel

of the Maritime Administration.
On my left, Mr. William Heneghan, the Chief of our Budget

Office.
• Senator BARTLETT. And in reserve?
Mr. GuLicx. In reserve, let's see, we have Mr. Imhoff, the Deputy

Assistant Secretary.
Senator BARTLETT. For administration.
Mr. GLTLICK. For administration.
Mr. Tom O'Brien, one of his assistants, and I don't have his title.
Mr. Pedro Vazquez, Deputy General Counsel of the Department.
Senator -BARTLETT. Very well.
Do you have a prepared statement, Mr. Gulick?
Mr. GULICK. I do, Mr. Chairman.

• Senator BARTLETT. Would you care to present it? At your pleasure,
Mr. Gulick.
Mr. Gummi. Thank you, sir.

• Mr. Chairman, I appreciate the opportunity to appear before your
committee in support of S. 3016, a bill to authorize appropriations for
certain maritime programs of the Department of Commerce.
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Section 209 of the Merchant Marine Act, 1936, as amended by
Public Law 90-81, provides that after December 31, 1967, only such
sums as Congress may specifically authorize by law are authorized
to be appropriated for the use of the Maritime Administration for-

1. acquisition, construction or reconstruction of vessels;
2. construction-differential subsidy and cost of national defense

features incident to the construction, reconstruction, or recon-
ditioning of ships;

3. payment of obligations incurred for operating-differential
subsidy;

4. expenses necessary for research and development activities
(including reimbursement of the vessel operations revolving fund
for losses resulting from expenses of experimental ship opera-
tions) ;

5. reserve fleet expenses;
6. maritime training at the Merchant Marine Academy at Kings

Point, N.Y.;
7. financial assistance to State marine schools; and
8. the vessel operations revolving fund.

S. 3016 would authorize appropriations without fiscal-year limita-
tion as the appropriation act may provide, in specific amounts for
the foregoing purposes—except for the vessel operations revolving
fund—for the fiscal year 1969. No authorization for appropriations
to the vessel operations revolving fund is being sought because with
respect to the operation of general agency ships the fund is reim-
bursed by the Military Sea Transportation Service. With respect to
'amounts paid from the fund for the operation of the Savannah, we
propose to reimburse the fund from our research and development
appropriation.
The total that would be authorized by S. 3016 is $344,856,000. The

amount appropriated in fiscal year 1968 for these purposes was $364,-
410,000. The net decrease of $19,554,000 stems from reductions in the
amounts requested for ship construction, research and development,
and reserve fleet expenses. The reduction in these amounts is partially
offset by increases requested in amounts for operating-differential sub-
sidy, the Merchant Marine Academy at Kings Point, and State marine
schools.
I would now like to discuss each of the authorizations contained in

the bill:
(a) acquisition, construction, or reconstruction of vessels and construction-

differential subsidy and cost of national defense features incident to the con-
struction, reconstruction, or reconditioning of ships, $119,800,000;

The total authorization of $119,800,000 is $23,200,000 below the $143
million appropriated for fiscal 1968.
The unobligated balance carried over into fiscal 1968 from fiscal

1967 was $134,970,000. This, plus the 1968 appropriation of $143 mil-
lion, made $277,970,000 available for obligation in fiscal year 1968.
Thus far in fiscal year 1968, we have obligated $120 million. This pro-
vided for 11 LASH ships, five for Prudential and six for Pacific Far
East Line.
The remainder of funds available to us under the fiscal 1968 obliga-

tion ceiling amounts to $54,670,000, which would probably finance
construction-differential subsidy for an additional four ships. We in-
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tend to award a contract for one ship during fiscal 1968 for United
States Lines. This ship has already been bid and completes a six
container-ship group. With respect to the remaining three ships, how-
ever, it may be more practical to combine the contracting for these
ships with some of the ships contemplated for fiscal 1969 so as to
gain the benefits of cost reduction through serial construction.
Based on an obligation of $174,670,000 in 1968, the 1969 budget

request reflects a carryover into 1969 of $103,300,000. This, plus the
requested authorization for 1969 of $119,800,000, will make $223,100,-
000 available in 1969. Of this amount, however, we propose to obligate
$121,500,000 during fiscal 1969. On this basis we will carry over into
fiscal year 1970 $101,600,000 of unobligated funds. This is in line
with the President's desire to curb inflationary trends. In his budget
massage to Congress, the President recommended "a temporary re-
duction in certain construction programs, not because they have out-
lived their usefulness, but because deferral of this construction is
appropriate in a period when we must relieve inflationary pressures
by reducing the deficit." While maritime construction subsidies fall
in this category, it is not intended that the character of the program
be substantially altered and, in addition, to the extent that inflationary
pressures subside, we anticipate that consideration will be given to
obligating these funds in fiscal 1969.
The total authorization of $119,800,000 for ship construction for

fiscal 1969 comprises three activity requests: construction-differ-
ential subsidy contracts for new ships—$107,955,000 acquisition of
replaced ships—$8,695,000, including $420,000 for reserve fleet ex-
penses; and $3,150,000 for administrative expenses.

CONSTRUCTION-DIFFERENTIAL SUBSIDY ( $ 1 0 7 ,9 5 5 ,0 0 0 )

This authorization would provide for the construction of 10 new
replacement vessels which, based on present trends, will probably
be composed of container ships and standard cargo carriers, predomi-
nantly favoring the former category in view of the growing containeri-
zation movement. The growing trend in the carriage of container and
containerized shipments by both the United States and foreign opera-
tors reflects the profitability of constructing container ships. Faced
with the decision to commit substantial resources to the construction
of replacement ships, U.S. operators must evaluate this trend in the
context of the profitability of their operations over a 20-year period.
If the operators' evaluations give definite indications that greater

profit capability, with the accompanying capacity for reduction of
operating-differential subsidy payments, and increased productivity
to meet the challenge of foreign operators, lie in the construction of
more costly- and, therefore, fewer ships in total than anticipated in
the budget, consideration would be given to that alternative.
Foreign operators are becoming increasingly committed to the use

of container ships. Of a total of 98 container ships which were under
construction on June 30, 1967, only 31, about one-third, were for
U.S. operators. It is therefore anticipated that American operators'
main interest will be in container ships, which are currently seen as
the most effective means of meeting the competitive challenge of for-
eign operators. The use of container ships on a trade route provides

93-405-65-----2
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an operator with significant savings in port time and hence with im-

proved productivity and higher revenues.
The numbers and ranges of items that can be carried in containers

in the future will continue to increase. Of the 29.3 million tons of

exports carried on liner ships in 1966, it is estimated that approxi-

mately two-thirds, or 19.4 million tons, is containerizable. In some

trading areas—for example, the North Atlantic—it is estimated that

75 percent of the exports are containerizable. The cost advantages to be

derived from the use of container ships, combined with the potential
market and growing foreign competition, have convinced many opera-
tors of the economic benefit to be derived from replacing their older
vessels with new, highly productive container ships.
However, a review of the list of subsidized operators who will have

ships delivered in 1969 indicates that 14 ships of six operators will be
traded in during that year. This list includes C-1, C-2, C-3, and Vic-
tory vessels of these operators which are due, or overdue, for replace-
ment—$8,275,000 is included for the purchase of the 11 ships to be
traded in and $420,000 more being provided for essential expenses
associated with placing these vessels in the national defense reserve
fleet.

ADMINISTRATIVE EXPENSES ( $ 3 ,1 5 0 ,0 0 0 )

This authorization would provide the same amount for administra-
tive expenses as was appropriated for fiscal 1968, since these adminis-
trative expenses are related primarily to the number of ships already
under construction, which will total approximately 45 in both 1968
and 1969.
(b) payment of obligations incurred for operating-differential subsidy,

$206,000,000;

Since a chief objective of the Merchant Marine Act, 1936, was to
insure frequency and regularity of ocean shipping service between
the U.S. and foreign markets, minimum and maximum sailings are
established for each essential trade route, based on competitive condi-
tions. Maximum sailings establish a ceiling to assure that any particu-
lar route will not be saturated with service disproportionate to demand
conditions on that route. Minimum sailings assure that regular and fre-
quent sailings are maintained and that American vessels are competi-
tive on that trade route. In 1969, it is expected that 14 subsidized
operators, using an average of 289 ships of the 314 subsidized ships,
will make 1,754 sailings. It is also expected that the Department of
Defense will charter the remaining subsidized ships to supply over-
sea bases, as is the case in this fiscal year.
This authorization is for the purpose of liquidating operating-

differential subsidy accruals resulting from voyages undertaken by
subsidized vessel operators in accordance with their contractual agree-
ments. Under ideal conditions, assuming no delays in payments oc-
casioned by such actions as requests for reconsideration of subsidy
allowances, we would be required to finance liquidation requirements
of $216 million in 1969, based on $149,100,000 for the liquidation of
subsidy accruals resulting from subsidized operations in 1969, and
$66,900,000 for subsidy accruals remaining due and payable from
prior years back to 1956. The requested appropriation of $206 million,
however, is $10 million below this amount, since experience demon-
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strates that the actual amount payable each year will be less by virtue
of uncontrollable payment delays.
An evaluation of trends indicated that over the past 4 years un-

controllable factors, such as litigation, refusal by subsidized operators
to accept recommended subsidy rates, failure to submit final operators'
billings, and nonacceptance of final closing agreements, have generated
a fairly consistent year-by-year lag in closing these past accounts.
While we are able to decrease certain of these old accounts, other
similar cases continue to develop each year due to like problems, thus
offsetting our ability to completely catch up with this type of liquida-
tion of accruals.
The authorization increase of $6 million over the amount appro-

priated in 1968 for this purpose is required to cover net additional
liquidation requirements in 1969 arising mainly from the built-in
cumulative effect of prior-year wage agreements containing escalation
features. In addition, changes in MSTS charter requirements and
adjustments in prior-year obligations have increased the 1969 liquida-
tion requirements. Offsetting decreases are expected to accrue as a
result of the replacement of obsolete ships with newer more competi-
tive ships.

MINIMUM AND MAXIMUM SAILINGS

The following table as of September 30, 1967, shows the minimum
and maximum number of voyages authorized for current operators.
Unless you desire it, Mr. Chairman, I will not read the whole table,

but merely note that the total of minimum sailings is 1,660; the total
maximum is 2,035.

Senator 13.6.nmErr. The complete table will be included in the
record.
(The table referred to follows:)

Voyage authorizations by present operators (under contract) Minimum
sailings

Maximum
sailings

Number of
ships

American Export lsbrandtsen Lines, Inc 221 291 43
American Mail Line Ltd 36 46 9
American President Lines, Ltd 103 120 25
Delta Steamship Lines, Inc 67 79 13
Farrell Lines Inc 76 99 21
Grace Line, Inc 236 285 29
Gulf & South American Steamship Co., Inc 30 36 5
Lykes Bros. Steamship Co., Inc 218 272 59
Moore-McCormack Lines, Inc 181 215 35
The Oceanic Steamship Co 22 29 5
Pacific Far East Lines, Inc 53 63 10
Prudential Lines, Inc 28 35 5
States Steamship Co 54 74 13
United States Lines, Inc 335 391 42

Total 1,660 2,035 314

Mr. GuLicil (reading) :
(c) expenses necessary for research and development activities (including

reimbursement of the Vessel Operations Revolving Fund for losses resulting
from expenses of experimental ship operations), $6,700,000;

The research and development projects of the Maritime Adminis-
tration are designed to improve the competitive position of the
American merchant marine while reducing the Government's share
of the cost of its construction, operation, and maintenance. In carry-
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ing out this program day-to-day efforts are made to work closely with
industry groups who share in the benefits, and with related Govern-
ment agencies, such as the Navy Department, in order to secure maxi-
mum results and utilization of successful research and development
projects while avoiding overlapping costs. To this end, a Maritime
Research and Development Advisory Committee, composed of repre-
sentatives of labor, industry, and academic institutions is utilized to
review proposed research and development areas and advise as to the
programs and projects that will be of greatest assistance and have
the greatest acceptance by the industry. We believe these joint efforts
provide a means to convince the privately owned merchant marine
sector of the advantages of research efforts in order that developments
in ship construction and shipping operations and systems will have
greater assurance of payoff.
During the past several years, we have had a directed research pro-

gram aimed at reducing the cost of ship construction, ship operations,
and port and related transportation system costs. Most of the efforts
in this program were directed toward a more competitive merchant
marine by adapting the existing technology in related industries.
We believe that the directed research program has been quite suc-
cessful, as demonstrated by such achievements as increased ship auto-
mation. However, since we have narrowed the gap between existing
technology concepts and their adaptation to the merchant marine
sector, we are proposing to direct more of our effort to the area of
advanced concepts in ships and shipping system.

Consistent with the above, the 1969 authorization request of
$6,700,000 reflects a proportionately higher allocation of resources to
the advanced concepts activity than in prior years. The overall de-
crease of $2,875,000 below the previous year appropriation of
$9,575,000 is attributable to:
(1) The fact that no new funds are included for the surface effect

ships program jointly funded since 1967 with the Navy Department
and
(2) A general reduction in the level of project funding within the

directed research area.
The surface effect ship program is being reevaluated and considera-

tion is being given to reprograming a portion of the funds available in
fiscal year 1968. There was an unobligated balance of $4,204,000 of
prior year funds brought into fiscal year 1968. These funds along with
the 1968 appropriation of $9,575,000 provide for a total program level
of $13,779,000 in 1968 including funds for the surface effect ship pro-
gram. If the reevaluation justifies a reprograming, it will necessitate
a cutback in projects in the directed research area which were scheduled
for hardware completion in 1969. It is anticipated that a joint Com-
merce-Navy determination to continue or terminate the surface effect
ship program will be made very shortly which, if favorable, would
establish the basis for a recommendation to the Bureau of the Budget
on reprograming of funds.
Some redirection of emphasis from the directed research to the ad-

vanced concepts activity will occur in 1969 as projects are completed
and the adaptation of known technology to major areas of real payoff
has been exhausted. Research in areas outside the present state of the
art of existing technology is performed under the 'advanced concepts



9

activity. Consequently, in fiscal year 1969, the advanced research in
the areas of ship structure simplification and ship construction will be
performed under the advanced technology research project in the
advanced concepts activity.
In addition to advanced technology research, the advanced concepts

activity will deal with new research areas such as the development of
submersible vehicles, catamaran-type ships, unitized feeder systems,
competitive merchant ships, tug-barge systems and other advanced
concepts.
In August 1968 the Savannah will have completed 3 years of experi-

mental commercial operation under a bareboat charter with First
Atomic Ship Transport, Inc., a subsidiary of American Export Is-
brandtsen Line. The experimental commercial operation of the Savan-
nah, has been quite successful and experience has substantiated our
estimates of her ability as a commercial vessel. Pending determination
of NS Savannah long-term operating plans, this authorization request
proposes a funding level of $3,400,000.
This will provide for 9 months of continued experimental operation

and allow 3 months of refueling. Additional operating experience will
be gained which will be useful in planning followup nuclear ship de-
velopment, and a trained manpower pool will be expanded and avail-
able for possible future construction of nuclear ships. Provision is made
within the total request of $6,700,000 for the payment of not to exceed
$931,000 for administrative expenses incurred by the Maritime Ad-
ministration in the coordination and interest of research and develop.
ment activities. This reflects an increase of $31,000 over the 1968 limita-
tion of $900,000 to cover increased pay costs.
(d) reserve fleet expenses;

This authorization is for the costs of preservation and maintenance
of the National Defense Reserve Fleet which as of December 31, 1967,
includes a total of 1,128 ships consisting of the following: 274 dry
cargo vessels, 67 miscellaneous-type merchant ships, 283 naval auxil-
iaries, 29 special program types, and 475 scrap candidates. A further
breakdown of these numbers and an estimate of their remaining avail-
ability for emergency service are attached to this statement. In addition
to the expenses involved in operations at six active fleet sites (Hudson
River, James River, Mobile Suisum Bay, and Olympia) and two sites
in the phaseout process (Wilmington, and Astoria, Oreg.) , the
estimate provides for the services of safety officers in each coast district
plus minimum supervisory personnel in the Washington headquarters.
No backlog of preservation work is expected to exist at the end of fis-

cal 1968 on the 634 priority ships, and fiscal year 1969 should begin with
only the work normally due in that year on 409 ships.
Related to the 475 ships being held for disposal as scrap, which do

not involve costs other than for security patrol, the normal disposal
rate is around 125 per year.
The Wilmington, N.C., and Astoria, Oreg., sites with one exception,

contain only 23 and 14 scrap candidates, respectively. These involve
a strictly custodial operation. Only one other ship is retained at As-
toria: a C-4 which is awaiting delivery to a ship exchange applicant.
It is anticipated that the remaining ships at these two sites will be
disposed of at the end of calendar year 1968 and the sites completely
phased out by the end of fiscal year 1969.
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The authorization of $5,279,000 for fiscal year 1969 is $161
,000 less

than the amount appropriated for fiscal 1968. This am
ount will be

sufficient to provide for the procurement of long-lead ite
ms which

will be needed upon return of General Agency Agreement 
ships from

Southeast Asia service sometime after 1970. These long-l
ead items

include dehumidification units, generators and transforme
rs for elec-

trical service buildup and miscellaneous items of equipment
 for con-

ventional preservation work. Having these items on hand wi
ll enable

•complete preservation of the ships immediately upon retur
n, instead

of temporary layup at fleet site pending procurement of the
 needed

-equipment and materials, and incurring additional expense b
y return-

ing them to shipyards for full preservation when items are r
eceived.

(e) maritime training at the Merchant Marine 
Academy at Kings Point, New

York, $5,177,000;

Section 216(b) of the Merchant Marine Act, 1936, Pub
lic Law 415,

84th Congress (46 U.S.C. 1126), established the M
erchant Marine

Academy at Kings Point, N.Y, as a permanent instituti
on to provide

a program for the training of officers for service in
 the merchant

marine. A 4-year training course is provided, includ
ing 1 year of

sea duty designed to qualify graduates for licenses as mer
chant marine

officers. The Academy provides subsistence quarters, tuit
ion, uniform

and textbooks allowances, and medical and dental care f
or the cadets.

The objective is to graduate 200 deck and engine office
rs each year.

The size of the classes and the quality of the curriculum
 have been,

and will continue to be, constantly reviewed and adjust
ed to present

and future officers needs of the American merchant 
marine. The

development and application of new marine technique
s and concepts

are constant considerations in directing this program t
oward meet-

ing its goals and objectives. The increasing sophisticati
on of marine

technology on ships underscores the need for more h
ighly skilled

officers to satisfy the demand for replacement of older off
icers who will

be lost through retirement. The authorization request of $
5,177,000 is

an increase of $557,000 over the amount appropriated in fis
cal 1968.

This increase is primarily for—
(a) additional instructional, maintenance, and administrat

ive

positions;
(b) an increase in the level of programs for modernization

 of

instructional facilities and repair of all facilities;

(c) cadet inaugural parade travel expenses;

(d) additional uniform and textbook allowances.

The fiscal year 1969 requirement for uniform and textbook a
llow-

ances is $332,00, an increase of $66,000 over the 1968 funding req
uest of

$266,000. This includes payment of $475 for allowances to eac
h cadet

consistent with provisions contained in section 216(b) of the Mer
chant

Marine Act, 1936, which provides in part:

* * * Cadets at the United States Merchant Marine Academy shall r
eceive

allowances for all required uniforms and textbooks as p
rescribed by rules and

regulations under this act * * * .

In fiscal year 1966 the allowance was raised from $300 to 840
0 per

cadet per year. A comprehensive audit performed at the Acade
my in

July 1966, reflected that the costs to cadets for uniforms and text
books

averaged approximately $462, a considerable excess over the pr
esent
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$400 allowance considering the total cost relating to the total number
of cadets covered.
The increase to $475 per cadet, totaling $332,000 annually should be

sufficient to meet the present costs (including normal cost increases
by 1969) for all prescribed uniforms and textbooks, thus obviating the
need for out-of-pocket expenditures by the cadets in purchasing these
required items. The increase also takes into account the estimated in-
crease in average cadet attendance by 1969. The increase of $66,000 is
calculated as follows:

Estimated average Allowance per Total requirement
attendance cadet

1968  664 $400 $266,000
1969  700 475 1 332, 000

Increase for 1969  66, 000

1 Rounded.

The maintenance and repair activity at the Merchant Marine Acad-
emy consists of necessary maintenance, repair, and replacement proj-
ects keyed to meeting our responsibility for the proper safeguarding
and maintenance of the Government's properties at the Academy
valued in excess of $14 million. The fiscal year 1969 requirement for
this continuing program is $392,000, which represents an increase of
$69,000 over the $323,000 requested in 1968.
The additional fund availability will support such necessary proj-

ects as: painting or building; installation of improved lighting; re-
pairs to roofs; replacement of piping and steam lines; installation of
fire doors and sprinkler system; repairs to floating equipment; repair
of the Kings Pointer (training vessel) ; and other similar needs. As the
physical facilities at the Academy advance in age, more intensive and
costly major repairs and replacement have been necessitated, thus re-
quiring increased fund availability to insure proper maintenance.
Three passenger vehicles and one truck, which will be at least 7

years of age by 1969, are going to be replaced.
The waterfront repair program is being maintained at the same

level as in 1968. The funds will be used to continue preventive main-
tenance of the Academy's waterfront property.

Modernization of instructional facilities is a continuing activity.
It is geared only to the most necessary modernization and replace-
ment of obsolete instructional equipment and facilities at the Acedemy.
The authorization request includes $248,000 for this activity which is
an increase of $6-7,000 over the amount for 1968.
The Advisory Board, Congressional Board of Visitors, and Middle

States Association of Colleges and Universities have upon various oc-
casions expressed their beliefs that sufficient funds should be provided
to modernize instructional facilities to keep abreast of the changing
technology in the maritime field. The continued improvement and mod-
ernization of the many instructional facilities of the Academy will in-
sure that the highest degree of academic and technical proficiency is
attained by the cadets in training. In recent years rapid technological
advancements in the shipping industry have outdated much of the
instructional equipment presently used in cadet training. While the
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existing equipment is serviceable and has been kept in good condition,
its use as training media is severely limited in terms of the sophisti-
cated equipment in service on our newer merchant vessels. Cadets must
have the opportunity to become familiar with these newer types of
equipment with which they will be working after graduation.
The increase for 1969 is required to permit the following repre-

sentative instructional facility improvements:
(1) Purchase and installation of major items of equipment in steam,

nuclear, analog computer, thermodynamic, electrical, and other tech-
nical laboratories;
(2) Modernization of electronic marine and oceanographic equip-

ment;
(3) Purchase of lifesaving equipment, math and science equipment,

quantitative tables, manuals, textbooks, charts, and seamanship tools
and equipment;
(4) Other similar items necessary to maintain the effectiveness of

the instructional program in light of rapidly changing technology.
The continued improvement of the instructional facilities at the

Academy is considered to be most important in insuring the continued
high level of instruction that has come to be a standard in cadet train-
ing programs.
(f) Financial assistance to State marine schools, $1,900,000. _

The Maritime Academy Act of 1958 provides for assistance in the
training of cadets at State marine schools for service as officers in the
U.S. merchant marine. The program is aimed at a level of graduating
approximately 400 deck and engineering officers each year.
The five participating State schools, Maine Massachusetts, New

York, Texas, and California, prepare officers for our merchant fleet
requirements. Additionally, they provide a nucleus of highly trained
officers to man our merchant ships in times of national emergency.
The 1969 authorization request of $1,900,000 provides $1,275,000 for

grants of $75,000 to each of the participating State schools and
$900,000 for allowances to an average of 1,500 cadets for uniforms,
textbooks, and subsistence; and $625,000 for maintenance and repair
of training ships loaned to each of the schools. The requested increase
of $125,000 over the 1968 appropriation of $1,775,000 will cover addi-
tional repair needs for aging training vessels which cannot be safely
postponed.
Under the provisions of the Maritime Academy Act of 1958, the

Secretary of Commerce has contract authority to pay allowances for
uniforms, textbooks, and subsistence of cadets up to $600 per annum
per cadet. No increase over 1968 is reflected in this authorization
request for this purpose. There is no increase in the grants of $75,000
to each school in 1969.
I would like to close by saying that we in the Department of Com-

merce are very much interested in having a good and a strong U.S.
merchant marine, and we know this committee has this same interest.
We very much desire to administer our present responsibilities in an
effective and efficient manner, in accordance with the laws enacted by
the Congress.
Thank you, Mr. Chairman.
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Senator BARTLETT. I want to thank you, Mr. Gulick. You have done
a very considerable amount of reading. We will recess for a minute
or two so you can catch your breath.
Mr. GULICK. Thank you, sir.
(Whereupon, a short recess was taken.)
Senator BARTLETT. Mr. Imhoff, do you desire to join us?
Mr. IMHOFF. Yes, sir.
Mr. GULICK. Mr. Chairman, may I say that the attachment here

which deals with the costs of preservation and maintenance of the
National Defense Research Fleet is a part of the statement, and I
would respectfully request that we include this in the record.
Senator BARTLETT. We wouldn't think of doing otherwise. It is a

very frightening statement, and we will ask some questions about that
table.
Mr. GULICK. Thank you, sir.
(The attachment above described follows:)

ATTACHMENT

This authorization is for the costs of preservation and maintenance of the
National Defense Reserve Fleet which, as of December 31, 1967, included 1,128
ships as follows:

Dry cargo ships:
Victory ships (available to 1975)  19
Victory AP-2 troopers (available to 1975)  18
Cl—A and C1—B (available to 1969)  31
C1—M—AV1 (available to 1971)  37
Liberty ships (available to 1971)  187

Subtotal   292

Victory AP-5 troopships:
Marad retention (available to 1974)  21
Navy retention (available to 1977)  83

Subtotal   104

Naval auxiliaries: (other than Victory AP-5's) (available to 1909; then
drop at rate of 25 per year)  200

:Marad miscellaneous ships:

Tugs (available to 1971)  11
Tankers (available to 1971)  8
All other (available to 1971)  9

Subtotal   28

Special program:
Ship exchange candidates  14
Reduced operating status and/or reserve status ships  12
Navy salvage ships   •2
GAA potential scrap candidate  1

Subtotal   29
Scrap ships  475

Grand total  1, 128

Senator BARTLETT. Is this statement, Mr. Gulick, identical to that
which you presented to the House committee?
Mr. GULICK. Almost identical in every respect yes, sir.

93-405-68 3
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Senator BARTLETT. Do you believe, Mr. Gulick, that the bill before
us represents a reasonable, appropriate and proper effort to fulfill
the mandate of the 1936 Merchant Marine Act of maintaining a U.S.-
flag merchant marine adequate for national defense and sufficient to
carry a substantial portion of our waterborne commerce?
Mr. GULICK. Mr. Chairman, this request is not as much as would

be normally requested to carry out the Merchant Marine Act of 1936.
It is a holding action budget deliberately we used in view of the
obvious need as foreseen by the President in his budget message to
curb inflationary funds and to harden our financial position.
Senator BARTLETT. I interpret your answer to my question, then,

abbreviated to mean no.
Mr. Gmicx. I dislike to come down to a no without a caveat, but I

must admit that no is the answer.
I would respectfully request that the caveat be included.
Senator BARTLETT. In the several categories, are these the amounts

of money the Maritime Administration requested?
Mr. GULICK. Yes, sir.
Oh, I am sorry, sir. I misunderstood the question. These are

not the amounts of money requested by the Maritime Administration

Senator BARTLETT. Your sails, then, were trimmed, the sails of the
Maritime Administration?
Mr. GuLicx. Yes, sir.
Senator BARTLETT. Was the greatest trimming done at the Budget

Office of the Department of Commerce or at the Bureau of the
Budget?
Mr. Guucs. Budget Office of the Department of Commerce, act-

ing from my own personal knowledge and discussions with the Sec-
tary of Commerce upon instructions he had received.
Senator BARTLETT. Where was the greatest slash—at the depart-

mental level?
Mr. GULICK. At the departmental level -yes, sir.
Senator BARTLETT. Well, we will go into that a bit more later.

Mr. Imhoff may want to make some comment by and by.
Mr. IMHOFF. That is true, Mr. Chairman. The actual numbers are

as follows:
The request to the Secretary by the Administrator was in the to-

tal amount of $629,414,000. This was reduced by the Secretary to the
figure of $379,109,000. And that was further reduced by the Bu-
reau of the Budget to $355,852,000.
Within the very tight ceiling, the planning figure that we re-

ceived from the Bureau of the Budget, it simply wasn't possible to
include, on the basis of relative priorities, more than the amount
that the Secretary allowed for the Maritime Administration.

Senator BARTLETT. Now, in subcategories within the budget, the
amounts requested of Congress this year are greater than for the cur-
rent fiscal year. And this committee, for example, had been under the
impression, decreasingly so, I must admit, that the merchant marine
should enjoy a very high priority within the budgetary framework
in the interests of national defense, if for no other purpose. And was
that taken into account, Mr. Imhoff, in the determination at the de-
partment level?
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Mr. IMHOFF. Yes, Mr. Chairman, that along with many other factorswere considered. It is a very difficult problem, of course, to allocatefunds among our many bureaus and offices and activities. But eachone of these requests is very carefully considered in the light of na-tional requirements.
Senator BARTLETT. What is your personal view? Should the mer-chant marine have a high priority or not?
Mr. IMHOFF. I think it deserves a high priority, yes, Mr. Chairman,

within the limits of funds that can be made available under existingconditions. I would have to qualify the statement that way.
Senator BARTLETT. Are we dependent to a greater degree than wasfirst predicted upon the merchant marine to carry essential freightto Vietnam?
Mr. IMHOFF. Probably so. I think Mr. Gulick could probably providea more informed answer on that. I would say, yes, though, that istrue.
Senator BARTLETT. And as Acting Maritime Administrator, Mr.

Gulick, are you satisfied that a budget consistent with the request inthis bill will enable you to promote the U.S. merchant marine as thatduty is imposed upon you by law?
Mr. GULICK. No, sir; for the reason that, as I indicated a fewmoments ago, this budget represents a holding action. On the otherhand, while this is not sufficient to fully implement and improveour merchant marine capability, I, as I have said before, cannot arguewith the decision of the President who has to view the national require-

ments as a whole and gives higher priority in certain very importantareas such as the prosecution of the war effort in Vietnam.
Senator BARTLETT. It occurs to me just incidentally, perhaps, that

this is a most powerful argument for an independent Maritime Ad-
ministration because, then, at least the Administration would have
opportunity to carry its request—the request in this case amounting
to the figure you mentioned—to the Bureau of the Budget and not
have to go to that Bureau with the huge sums cut within the Depart-
ment. Do you care to comment on that?
Mr. GULICK. I have taken a rather pragmatic view of the inde-

pendent status issue. In my experience in the Government, it has
always occurred to me that those agencies who had a champion at the
Cabinet table level got a better break on the monetary distribution side
than those who stood alone. May I explain this?
Our budget process is, to put it most simply, a dividing up of atotal money pie. The original concept of budgeting obviously means

that there is a first flash of how much is going to be allocated to the
laro-er areas of the Government. This leaves very little for the inde-
pendent agencies unless their work is either so important at the total
national lev61 or they have a champion heading their agency such aswas the case during World War II, for example, when the work of
the U.S. Maritime Commission was so closely allied to the war effort,
they got what they had to have.
I feel, very frankly, that the place of the merchant marine should

be as the President has indicated, in close association with other trans-
portation areas—rails, trucks, and air. And until this comes to pass,
the maritime side is going to be on the outside.
Senator BARTLETT. Outside financially unless the Administration

should come within a department?
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Mr. GULICK. I do not intend, and I hope my remark is certainly
not taken as being in any way a threat. I am talking here only about
the difference between going in a consolidated transportation group
or an independent status. I feel now that the Department of Commerce
has done everything within their power to support us. I know the
Secretary, the prior Secretary and the present Secretary, have both
had a high interest in the merchant marine. And I may say that our
cuts were performed only at the very last moment when there was no
other way out.
Senator BARTLETT. How much, Mr. Imhoff, did you say that the

Maritime Administration had requested for ship construction in
1969?
Mr. ImiloFF. For ship construction, Mr. Chairman, the request was

in the amount of $388,045,000, which would have covered 30 ships.
Senator BARTLETT. Well, Mr. Gulick, I used to make that argument,

too, that you have just presented here that with a powerful Cabinet
officer arguing the case, an agency would be much better off as to con-
sideration of its needs. But I think this is a total demonstration to the
contrary. You have already said that you believe that this is not
enough money to do that for the U.S. merchant marine which needs
to be done. Would you not have preferred not to be cut down from
$388 million to $119,800,000 within the Department of Commerce, but,
instead, to have had the opportunity in an independent status to argue
your case directly only before one court, as it were—namely, the
Bureau of the Budget? Is it not very possible that you might have
fared much better there? Because, as I understand it, when you went
to the Bureau of the Budget, you were not able to ask for sums in
excess of those approved by the Department of Commerce.
Mr. GULICK. I can only give, of course, a personal observation on

this. And that observation, very simply, is that all during the course
of the consideration of this budget, the Department of Commerce has
certain guidelines from the Bureau of the Budget. I assume that if we
had been an independent agency, we would have received those same
guidelines. And I assume that the result would have been identical.
Senator BARTLETT. Well, that is an assumption only, as you tell us,

which may or may not be correct. I know these are difficult questions
for you, Mr. Gulick. But, on the other hand, even our experiences of
last year, those in the Congress interested in building up and modern-
izing and placing the U.S. merchant marine in a position where it
ought to be had every reason to hope that this year there would be
presented by the administration a bold new program looking toward
the construction perhaps of 30 ships each year. And, now, I think you
will have to agree that it is more than disconcerting to consider an
authorization request emanating from the administration which will
provide, not more, but fewer ships.
Do you agree with that?
Mr. GULICK. I certainly do, Mr. Chairman. As I said before, if I had

my way, we would do much, much more. Unfortunately, I cannot
argue with the President when he makes his decisions.
Senator BARTLETT. But the House of Representatives Merchant

Marine and Fisheries Committee did not agree with the administra-
tion; did it?
Mr. GULICK. That is correct, sir.
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Senator BARTLETT. What did the House do, by the way?
Mr. GULICK. The House increased the overall 1969 program level by

$225,405,900. In addition to recommending the obligation of $103,300,-
000 carried over from fiscal year 1968, their report proposed an in-
crease in the ship construction area of $117,670,000, in the research
and development area $4.3 million, and for State marine schools an
increase of $135,000.
Senator BARTLETT. How many ships, in your judgment, given the

present price levels, can be built with the amount of money you are
asking for for fiscal 1969?
Mr. GULICK. Depending upon the sophistication and type of ship,

eight to 10.
Senator BARTLETT. And how many might be built if the House com-

mittee's recommendations are followed and the appropriations are
made?
Mr. GuLicx. With the same qualification, 25 to 27.
Senator BARTLETT. Is eight to 10 enough?
Mr. GULICK. It certainly is no more, as I have indicated, than a hold-

ing action.
Senator BARTLETT. Will it hold or will it cause a decided slippage?
Mr. GULICK. It would hold, Mr. Chairman, from the point of view

that new ships would thus even in small quantities come into the mer-
chant fleet. But it would certainly not be a desired upgTading of the
total fleet. Our age of ships grows each year. Eventually, these ships in
the older categories will 'be out of business. It is for this reason that we
are endeavoring to give serious consideration to every possible method
of improving our ship construction capability and feeding in necessary
ships into those areas where the age is extremely high.
Senator BARTLETT. You mentioned a few minutes ago the Bureau

of the Budget issued guidelines that I assume, as you assumed on
another matter earlier, could be construed as orders—guidelines as
to the amounts within given categories that could be asked for. Was
your request for $388 million for ship construction for the fiscal year
1969 within that guideline?
Mr. GULICK. No, sir. Our request was based upon our own inde-

pendent planning efforts, viewing the total merchant marine require-
ments, and our responsibilities as an individual agency under the
Merchant Marine Act of 1936.
Senator BARTLETT. Was that guideline the law of the land, as it were,

before you reached a conclusion upon this figure?
Mr. GULICK. Not to my knowledge, sir.
Senator BARTLETT. When did you first hear about it?
Mr. GULICK. After our presentation of our reques,t to the Secre-

tary in August of 1967.
Senator BARTLETT. You could have asked for $3 billion, then, or

any amount?
Mr. GULICK. Yes, sir.
Senator BARTLETT. And the $388 million represented the best judg-

ment of those within the Maritime Administration who had the duty
and power to make the decision to arrive at?
Mr. GULICK. Yes.
Senator BARTLETT. How many applications, Mr. Gulick, are now

pending before the Maritime Administration for construction differ-
ential subsidies?
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Mr. GULICK. I will be glad to answer that in just a moment, Mr.
Chairman, if I may.
Senator BARTLETT. If that is easier.
Mr. GuLipx. If I may, I would like to split my answer, Mr. Chair-

man, into two parts, the first to deal with the contract requirements
of subsidized operators who have certain requirements for replace-
ment of their fleet. And these come out very clearly as follows:
In 1969 fiscal year, 34 ships are called for under the contracts as

commitments by the operators for replacement, making total com-
mitments through 1969, 221. Of that number, 166, including the re-
cently awarded contract for 11 LASH ships, are either delivered or
on order, leaving unfulfilled commitments of 55 ships yet to be taken
care of through fiscal year 1969. Of these, we propose to consider
awarding up to 12 ships out of the remaining 1968-69 contract com-
mitments. This would still leave us 43 ships behind schedule through
fiscal 1969.
Now, with respect to others who would like to come into the pic-

ture,—
Senator BARTLETT. Let us just be sure. Does this mean those who

have applied? Is that what you are going to say now?
Mr. GumicK. No, sir. Those who applied are considerably loss than

this number.
Senator BARTLETT. All right, you go ahead with those who would

like to come into this picture, then.
Mr. G-u-mcK. Those who would like to have ships at the moment

would be a total of 22 including the 12 ships for which we are consid-
ering award. Broken down, this would be Lykes, three; Farrel, five;
American President Lines, three. American Isbrandtsen is talking
about some nuclear ships in addition to 10 container ships they would
like. And U.S. Lines wants one more ship to fill out its six-ship con-
tainer fleet. They have five of them under construction now.
We have applications—dealing now with the second part of the

question—from unsubsidized operators. Matson Navigation Co. filed
an application last September for two container ships for which they
would like construction subsidy. From the bulk carriers or those
subsidized operators who would like to get into the carriage of bulk
commodities, we have from Hudson Waterways an application for
two ships. And some of these have been long standing, too. Jackson
Agents, two ships; Overseas Transportation, two ships; Penn Steam-
ship, three ships; T. J. Stevenson, one ship; American Export, 10
ships; T.C. &:, C. Shipping Co., two ships; Marine Carriers, four
ships; and American President Lines, four ships; for a total of
30 ships.

Senator BARTLETT. When was the construction-differential subsidy
last granted to a nonsubsidized operator?
Mr. GuLicK. It seems to me—I will be glad to check this for the

record, Mr. Chairman—that the last CDS granted to an unsubsidized
operator—that is, a nonsubSidy contract operator—was the case of
the Venom, one of four ships in a contract awarded in 1945.

Verification disclosed that the last award of construction-differential
subsidy to a nonsubsidized operator was granted to the United Fruit
Steamship Corp. under construction-differential subsidy contract
No. MCc-40656 dated October 15, 1945, for the S.S. Morazan. This
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contract covered the construction of nine refrigerated ships which
were delivered between March 1947 and July 1948.
Senator BARTLETT. What chance will such an operator as you have

described have of obtaining approval of an application heretofore
made or to be made in the future under the 1969 budget request?
Mr. GULICK. As proposed both by us and by the President in his

message, Mr. Chairman, very little for the reason that there just
isn't enough money.
Senator BARTLE'TT. You might as well save the paperwork, then.
Mr. GULICK. I am afraid this might be true, sir. I do not wish

the record, however, to indicate that we have no interest in this
because early this year, in order to firm up the plans over the next
5 years of the total maritime industry, we requested a report on 5-
year planning. Initial analyses indicate, and these reports will not be
completed and filed until sometime around the middle of this month,
that both subsidized and unsubsidized operators, could use slightly
over 220 ships.
Senator BARTLETT. Would that number in your opinion meet the

needs of the merchant marine for updating for modernization?
Mr. Guucii. We feel that this number would definitely meet the

needs. It may be possible that we could agree on less than this num-
ber, bearing in mind that this is just for a 5-year spread—and that we
might come to some difference in the total number—which we propose
to work out with the industry as their firmer plans come in. If we
can come up with the concept of families of ships which could be
constructed in quantity from the same general base, we feel that we
can at one and the same time encourage the shipyards to exert their
best efforts as they have indicated they would to build ships in quantity
at considweably reduced prices. This, in turn, would offer to the indi-
vidual steamship companies a ship at less hopefully, than the present
going prices, certainly for the individual customized ship contracts
which we have seen in recent years.
We hope that out of this, we may be able to get a better ship for

the individual operator.
Senator BARTLETT. Well, to an increasing extent, is it not true that

this is being done now that you are awarding more and more contracts
for ships in families?
Mr. GULICK. Definitely. Yes, sir.
Senator BARTLETT. Mr. Barer has a question he wants to ask.
Mr. BARER. Mr. Gulick, you indicated that the vessel replacement

program contemplated involved a commitment of some 221 vessels
through fiscal 1969.
Mr. GULICK. Yes, sir.
Mr. BARER. And that after you have awarded an' additional 12

ships, you will still be well over 40 ships behind. Is that correct?
Mr. GULICK. That is right.
Mr. BARER. What would be the situation through fiscal 1970? How

many more ships are within the vessel replacement program that come
into this picture in the following fiscal year?
Mr. GU-LICK. In addition to the 43 ships which we would be behind

at the end of fiscal 1969, by 1970 we will be in a position where the
contracts will call for 22 or 23 additional ships.
Does this give you the information you wanted, Mr. Barer?
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Mr. BARER. As I understand, then, although you will be 43 ships be-

hind at the end of fiscal 1969, the following year, it will be an additional

22 or 23.
Mr. GULICK. Right, sir.
Mr. BARER. Behind?
Mr. GULICK. That is correct, sir.
Mr. BARER. And that will put you 65 or 66 behind in another year?

Mr. GULICK. That is right.
Mr. BARER. And these are all vessels which you have contracted to

provide construction subsidy for if the funds are available, is that
correct?
Mr. GULICK. That is correct, sir.
Mr. BARER. That means, then, by the end of fiscal 1970 you must have

enough funds for 65 vessels before any nonsubsidized operater has a
chance or a prayer of getting construction subsidy, is that correct?
Mr. GULICK. Not quite. Let me put a little condition on this. This

figure we have been using is on a 1-for-1 ship replacement. By work-
ing out the family of ships concepts to encourage serial construction
and, most important of all, to end up with the most efficient competi-
tive productive ship which we can obtain, it is not only possible, it is
entirely probable that we will be able to provide one ship which, for
example, could do the work of three C-2's today.
Mr. BARER. But nevertheless, you have got to build enough ships to

replace 65 vessels 
Mr. Gummi. Correct.
Mr. BARER (continuing). Regardless of what the replacement ratio

is.
Mr. GULICK. Correct. The capability of 65 vessels, at least.
Senator BARTLETT. Why, Mr. Gulick, is it that previously appro-

priated funds for ship construction have not yet been committed?
Mr. GULICK. We have a carryover of $103.3 million which has been

taken into account in the President's budget message as part of his
methodology for reducing Government expenditures in this year in
order to curb the inflationary trend and to harden up the U.S. dollar.
Senator BARTLETT. These funds were frozen?
Mr. GULICK. Yes, sir • virtually all—$101.6 million.
Senator BARTLETT. 13o you feel it would be an equitable and worth-

while policy to give priority to presently nonsubsidized operators in
the granting of construction subsidy whenever there are funds avail-
able and not required for present utilization to fill contractual replace-
ment obligations for subsidized operators?
Mr. GULICK. We certainly do feel that this is desirable and, in fact,

essential if the unsubsidized portion of our fleet is to be upgraded. At
the moment, it is in a rather hopeless situation due to present funding
restrictions.
Senator BARTLETT. Let us say you had funds. Let us say agreement

had been reached with a subsidized operator for one or more ships,
but he was not ready with his plans, he was not quite ready to go
ahead, there might be considerable lag. Would you believe it to be
a wise policy, then, to divert that money for the nonsubsidized
operator?
Mr. Gummi. On that basis alone, my answer would be "Yes." But

we have gone one step beyond this in going out to industry and
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requesting the 5-year planning. We had this very situation in mind.
We wanted to know what companies felt they had to have what ships
when. Now that we have this initial information, and it will be supple-
mented by more detailed plans of the companies, it would be our pur-
pose to review the total requests and endeavor to come up with what
we consider to be the best way to provide for the ships as requested
by the various companies.

Obviously, if we do not have appropriated funds for this purpose,
we will have to endeavor to acquire these ships in some other ways.
And we are giving right now consideration to ways and means of
accomplishing that.
Mr. BARER. Mr. Gulick, you mentioned earlier that there was some

$103 million, I believe, that has been appropriated for ship construc-
tion that is a carryover.
Mr. GULICK. Yes, sir.
Mr. BARER. That $103 million was not frozen last year, was it? You

could have spent it if there would have been an application ready for
it to be expended, is that correct? •
Mr, Guthicx. Up to the time we were requested to hold off on expen-

diture; yes.
Mr. BARER. If you had this $103 million and in spite of the many

outstanding contractual replacement obligations, no one was ready to
actually utilize the money, why did you not give it to a nonsubsidized
application?
Mr. Gummi. I would not say, Mr. Barer, that no one was ready

to use the money. If we had been able to expend this $103.3 million in
fiscal 1968 as appropriated, we would have fulfilled our combined 1967
and 1968 fiscal year construction program calling for • originally 26
ships and now reduced by the withdrawal of one ship from this group
to 25. As it is now, we in effect have slipped our construction program
by 1 year.
Mr. BARER. How many vessels are now ready among the subsidized

operators to be replaced right now that could actually utilize the
money other than Lykes, I am aware of, is putting their ships out for
bid, but who else is ready? .
Mr. GULICK. These are the 12 ships which we will hopefully give

contracts for in the remainder of this year and the next fiscal year.
In addition to those, we have an indication of five to 10 ships for
American Export Isbrandtsen for the next fiscal year, 1969, if we
had the money for these. But the fact of the matter is that the 10
ships which we were planning for in 1969 will now be slipped over
into fiscal year 1970.
Now, what other operators are ready, willing, and able at the moment

to go into immediate construction, we cannot say, and we will not be
able to say until we get their final planning papers in sometime during
this month.
Mr. BARER. But as I understand your response to Senator Bart-

lett's earlier question, you are agreeable with the policy that in spite
of outstanding contractual obligations by the subsidized operators, if
you do have appropriate funds which you can spend and the subsidized
operators are not yet ready to actually utilize the funds, you would
try to give priority to the nonsubsidized applications for construction-
differential subsidy; is that correct?

93-405 68-4
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Mr. GULICK. We would definitely consider this. But at the
moment 
Senator BARTLETT. Wait a minute, Mr. .Gulick.
Mr. GULICK (continuing). We just do not have the funds.
Senator BARTLETT. Mr. Barer said, would you give priority. And

your response was, "We would consider it."
Mr. GULICK. I do not think we could ignore the subsidized operator

contract requirements.
Senator BARTLETT. But Mr. Barer's question was framed so that it

was clearly understood that the subsidized operator was not ready.
Mr. GULICK. If the subsidized operator is not ready, then obviously

we would certainly be interested in giving, to use your term, priority
to the unsubsidized.
Senator BARTLETT. Well, let us get it narrowed down a bit. Would

you give priority or would you not?
Mr. GULICK. Yes, sir.
Priority to me just means granting the request. And if we have no

request from a subsidized operator, why, we would be highly inter-
ested in giving the unsubsidized operator priority, because the fact is
that our unsubsidized fleet is in serious need of attention.
Mr. BARER. Mr. Gulick, you said if you did not have a request. The

situation I am concerned about is where you have always got the
request because you have this contractual obligation, but what I am
talking about is where you have a request but the facts indicate the
subsidized operator is not going to be actually utilizing the money
for, say, another 12 months or 16 months or something. In other words,
he has got his request in.
For example, as you told us, American Export Isbrandtseri has a

request in to build 10 new ships. Now, as long as those requests are
pending, is that going to wipe out all nonsubsidized applications?
Mr. GULICK. No, sir. By "request," we mean to designate those who

are ready, willing, and able to move.
Senator BARTLETT. Now, I realize very well, indeed, Mr. Gulick,

that you cannot give an official response to the question I am about
to put to you because if you did, you would have to speak for the
Administration.
Mr. GULICK. On your previous question I should add, Mr. Chair-

man, that I cannot, of course, speak personally for the Maritime Sub-
sidy Board.
Senator BARTLETT. You just speak personally now for Jim Gulick.
What is your view concerning the amendments adopted by the

House committee to which you earlier made reference? Are you for
them or against them?
Mr. GULICK. Personally, I have to say, Mr. Chairman, in all hon-

esty that I am delighted with the action. I must also say in the same
breath that the final decision on this must be made by the President,
and I am in no position to do other than support whatever decision
he comes up with.
Senator BARTLETT. That is right. We understand.
What if this committee should take identical action with that of

the House committee and this would be followed by like action on the
part of the Appropriations Committees? Have you any notion or not
whether this greatly increased amount of money would be spent or
would it again be frozen?
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Mr. GULICK. I do not know. My only clue to this is in the Presi-
dent's budget message which to me indicates that certain restrictions
have been placed upon spending under present conditions. I believe
the President has indicated that should these conditions improve, there
could be a different answer to the question of spending.
Senator BARTLETT. What research projects are contemplated to be

undertaken in fiscal 1969 by the Maritime Administration?
Mr. GULICK. We have projects broken down, Mr. Chairman, into

several areas. At the moment, the rather reduced level of R. & D.
spending is going to permit us to deal only with reduction of operat-
ing costs at sea projects, primarily to those dealing with ship control
and ship maintenance to the tune of $1 million and advanced ship
concepts, $1.369 million, covering exploratory ship research, $369,000,
the competitive merchant ship project, which is an effort to deal with
the best integrated system for containerization in the case of dry
cargo or bulk ship carriage, $750,000, and advanced research technol-
ogy, $250,000. These, plus the Savannah operation amounting to $3.4
million, and $931,000 for administrative expenses make a ''total of
$6.7 million.

Senator BARTLETT. What projects were lost due to the $4 million-plus
reduction in this R. & D. item in your original request?
Mr. GULICK. Such items as continuation of directed research in

reduction of port cost projects dealing primarily with the problem of
loss of time and increased cost in, as we phrase it, the 250 feet from the
rail or truck discharge and the stretch of pier between that point and
the ship side. We had projects there looking forward to integrated
cargo handling and terminal improvement.

Senator BARTLETT. How much did you ask for in respect to water
pollution caused by discharge of oil?
Mr. GULICK. We have this project, Mr. Chairman, $95,000 in fiscal

1968, with some adjustment to the plan, a revised figure of $105,000.
We plan to obligate this year out of that amount $82,000 with a carry-
over of $23,000 for further efforts in this regard. We are not going to
be able to use that $23,000 in 1969. It has to be ployed into some other
work.
Senator BARTLETT. Is any other agency or are there any other agen-

cies of the Federal Government taking over this oil pollution study?
Mr. GuLicK. There are not in exactly the same context in the sense

that we were attempting to develop a piece of equipment that could
Sanitize the dirty bilge water and so forth, provide controls on board
the ship as an alarm device to give warning when oily water is about
to be or is being discharged. We have a piece of equipment which we
propose to continue working on to the best of our ability which will ac-
tually separate the oil from the water and permit the discharge of
sanitized water.
Now, there are in several other areas of the Government, but pri-

marily in, I believe, in two—a group which is now concerned with
sea pollution, a followup of the Torrey Canyon type disaster, which
is quite interested in proceeding along this line. The Department of
Transportation has a heavy part in this, and the Marine Resources
Council is also giving consideration to this same problem. I believe
the Department of Interior is quite involved in that effort.
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Senator BARTLETT. The Coast Guard is an agency within the De-
partment of Transportation that is doing this?
Mr. GULICK. That is correct, sir.
Senator BARTLETT. And how much did you ask for?
Mr. GULICK. On this, we only had remaining this year for carryover

into 1969, $23,000.
Senator BARTLETT. And you said you asked for how much for 1969?
Mr. GULICK. I will have to supply this for the record. I do not have

it, Mr. Chairman.
Senator BARTLETT. All right.
I cannot personally think of a more important activity. It would

be of paramount concern to all the people. And the problem is becoming
more and more acute. I know up in Cook Inlet in Alaska where very
considerable oilfields have been developed, we are having increasing
oil pollution. And it is doing bad things to the wild fowl population
and bad things to the fish population. And the sooner we move, the
better off we are.
Do you have high hopes of this equipment turning out satisfactorily?
Mr. GULICK. We do, sir.
Senator BARTLETT. And being able to be used in the near future?
Mr. GULICK. We do, sir.
(The information requested follows:)
A review of the records indicated that no funds were included in the original

R&D request of $11 million for the oily discharge project since this project had
reached the stage where further development would require funds in excess of
$300,000. Since this was substantially in excess of previous year requirements,
continuation of the project was deferred in view of the restraints on the 1969
budget.

Senator BARTLETT. The House did nothing about this particular
item?
Mr. GULICK. The House action, of course, put our R. & D. authoriza-

tion up from $6.7 to $11 million.
Senator BARTLETT. All right, let us say that goes through by way of

authorization and by way of appropriation, is it your intention to
use part of this money for this purpose?
Mr. GULICK. Yes, sir.
Senator BARTLETT. I hope it is accomplished, then.
Now, does the Maritime Administration do these studies itself or

do you farm them out?
Mr. GULICK. We have, Mr. Chairman, such a small group of quali-

fied engineers and scientific types in our R. & D. group that it is
necessary for us to do most of this work by contracting out to qualified
research groups, technical organizations, universities, et cetera.
Senator BARTLETT. You contract; you do not negotiate?
Mr. GULICK. We contract; that is right, sir.
Senator BARTLETT. Now, Mr. Gulick, I want to bring up a subject

that has not been conceived on the spur of the moment, as you know.
And you have had talks with committee members and staff members
about this on several occasions. So this subject is not conceived on the
spur of the moment. I want to discuss with you with your permission
the subject of civil rights as they relate to employment practices
in the Maritime Administration.

It is true, of course, that the maritime industry may appear to the
casual observer to be somewhat confusing. In fact, I would go a bit
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further and say it appears to be confusing to one who is more than acasual observer at times. But one characteristic of its existence isreadily apparent to the most naive observer. And that is the fact thatthis industry is perhaps more closely related to the Government thanany other we know. The Government in this case is in a very real sensea business partner providing construction funds, operating funds,allowing tax-free reserve funds and requiring that military and othercargoes be carried on U.S. vessels. This relates, of course, to a segmentof the fleet. And there are other aids as well, such as financing assistanceunder title XI.
The law of the land, the 1936 act, recognized—although the messagehas not reached all quarters having to do with national defense—thatthe merchant marine is a vital component of our defense effort. Inshort, you cannot really separate the merchant marine, particularlythe subsidized operators, from Government policy.
Our National Government, in accord with the dictates of the Con-stitution and expressed will of Congress, is absolutely dedicated to apolicy of equal opportunity to all regardless of race, religion color,or national origin. And anyone who 'does business with the dovern-ment and benefits directly from its activities and expenditures mustpursue that policy as well.
Approximately what present amount of your administrative ex-penses are attributable to assuring that a policy of equal employmentopportunity is followed by the U.S. flag operators, Mr. Gulick ?Mr. GULICK. This is something in which we have been, not onlyinterested, but deeply concerned for a number of years. Our personnelin our coast district offices make regular visits to the offices of thesubsidized operators; and2 in fact, in several instances have arrangedfor the appointment of minority groups through such media as in thecase of New Orleans, a very close cooperation with the local areas,chambers of commerce, other groups, employment offices, in order toencourage the employment of minority groups and, in fact, to encour-age their training in high schools. In New Orleans, for instance, ourcoast office there, I know through personal knowledge, has gone toseveral of the high schools and other technical schools, encouragingthe minority graduates to apply for t ositions in the steamshipindustry.
In addition to this we had formerly been the administering groupto enforce the antidiscriminatory provisions of existing law and theFederal regulations on this subject with our shipyard contractors. Wenow have an expanded assignment in this regard, having recentlybeen given the task by the administration of policing all shipyards inthe United States, whether engaged in Maritime Administration workor in Department of Defense work.
Now, moneywise, and the number of -people who have been involvedin this would be rather difficult to give off the top of my head. Iwould say that of our administrative expense, perhaps between $200,-000 and $250,000 could be traced to this activity.
I may say that we have recently upgraded the administration of thistype of activity from an employee in one of our office groups to my.Assistant Administrator for Administration which is directly re-sponsible to me. I assure you that he is doing a very fine job in this
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regard. And the emphasis from topside in the organization is having
a very desirable effect.

Senator BARTLETT. Do you have any personnel who are specifically
dedicated to this work?
Mr. GULICK. We do, Mr. Chairman. We have one man who is pri-

marily charged with the enforcement of these provisions and in the
promotional side which to me is even more important than the enforce-
ment activities. He is assisted, I believe, by two people. And counting
those in the field who are also engaged in this activity, I would say
approximately 20 people are giving all or part of their time to this
activity.
•Senator BARTLETT. What degree of cooperation do you find among

the operators?
Mr. GULICK. We find a very fine degree of cooperation at the mo-

ment. Example: The fair employment practices officer in the gulf
coast district recently visited a subsidized company and checked on
their activities. He was very pleased to find the utilization of minority
groups there. And just to make certain that the attitude of the com-
pany was well known, the company in the presence of this officer,
called the employment concern they rely upon to feed personnel to
them and specifically requested—in fact, he said this was a confirma-
tion of an earlier request—that they be furnished qualified minority
employees.
Now, I brought the word "qualified" in because this is one of the

problems. We can today acquire lower or lesser qualified employees
in the lower levels of employment—the clerical, the secretarial, the
typing, the filing, the general office work type. There is, as far as we
are concerned from our view of the situation, a definite shortage of
trained technicians and, certainly, executive personnel types. We have
been encouraging the schools, colleges, the local business councils, to
see to it that people are trained. We have, in fact, in our own agency
various opportunities for training. We send people to college to give
them on-the-job educational training. Out of this, we are able to de-
velop some very well-qualified minority group people.
Senator BARTLETT. What degree of cooperation do you find among

the unions?
Mr. GULICK. The unions, by and large, give full cooperation to this

activity. I can speak of some specific examples.
For instance, at the longshoremen's convention last July in Miami, I

would say that the majority of the delegates there were of a minority
group. I have some very close friends in that organization from my
old neighborhood in the port of Hampton Roads.
In the National Maritime Union, for example, in the Sailor's Inter-

national Union, there is a large contingent of minority groups. I have
never found, to my knowledge, any discrimination in these groups that
in my judgment would require some corrective action.
On the contrary, I found a willingness to take a man for what he is.
Senator BARTLETT. If this wouldn't place too great a burden upon

you, I should very much appreciate your supplying for the record
the percentage of minority groups within each of the important unions.
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(Mr. Gulick responded to the above request with the following infor-mation:)
U.S. DEPARTMENT OF COMMERCE,

MARITIME ADMINISTRATION,
Washington, D.C., April 30, 1968.Hon. E. L. BARTLETT,

Chairman, Subcommittee on Merchant Marine and Fisheries, Committee onCommerce, U.S. Senate, Washington, D.C.
DEAR SENATOR .BARTLETT : At the hearings on April 9, 1968, on S. 3016 beforethe Subcommittee on Merchant Marine and Fisheries, Committee on Commerce,certain information was asked to be furnished for the record regarding the civilrights activities of the Maritime Administration.
Enclosed herewith is a statement which includes the requested informationand references to the pages of the transcript where the testimony appears relatingto the request.'
At this time I should like to clarify portions of my testimony regarding theinclusion of a nondiscrimination clause in our operating-differential subsidycontracts. I was mistaken when I stated that we have an equal employmentclause in those contracts. We do have an "Assurance of Nondiscrimination"clause which is required by Title VI of the Civil Rights Act of 1964 (PublicLaw 88-352) and the regulations of the Department of Commerce. Upon review-ing my testimony it is apparent that I confused that clause with an "equalemployment" clause, which is not required to be included in the operating-differential subsidy contracts. The Assurance of Nondiscrimination clause inthe operating-differential subsidy contracts requires the operator to complywith Title VI of the Civil Rights Act of 1964 and the Regulations of the Depart-ment of Commerce issued pursuant to that Act, and not to discriminate in servinga passenger or shipper of cargo.
As previously stated, we are not required by law or regulation to include inour operating-differential subsidy contracts a clause prohibiting discriminationin employment, and there does not appear to be any real need for such a clausein view of the provisions of Title VII of the Civil Rights Act of 1964 (PublicLaw 88-352, 78 Stat. 241, July 2, 1964). That title defines "employer" (Sec. 701( b) ), "labor organization" ( Sec. 701(d) ), "unlawful employment practice" (Sec.703) and establishes an Equal Employment Opportunity Commission with pri-mary responsibility for effectuation of the title (Sec. 705). Enforcement is firstadministered before the Equal Employment Opportunity Commission, and pro-vision is also made for civil action in the Federal Courts (Sec. 705). Officers andseamen of the subsidized operators appear to be fully protected by this title.In order to correct the record, I have revised my comments regarding the non-discrimination clause in the operating-differential contracts, on pages 54, 59, and64 of the transcript.

Sincerely,
J. W. GULICK,

Acting Maritime Administrator.
The Equal Employment Opportunities Commission, U.S. Department of Labor,hn s undertaken the initial survey to determine the distribution, by race, of theemployed members of labor organizations.
Deadline for submitting the union report (Form EE03) was originally set forSeptember 30, 1967, and subsequently rescheduled to December 31, 1967. Thepostponement was necessitated by a large number of inaccurate or incompletereports and a lack of understanding of reporting instructions. Many of thesereports are still in the hands of union officials for revision or supplementary

information.
Those reports that have been received and screened by EEOC for accuracy offormat are being processed at present by a commercial firm under contract toDOL. Random inspection of selected union reports is not being permitted byEEOC at the present time due to the reported disruption such searches would en-tail while information is being handled by data processors.
Processing of data now in hand is expected to be completed in approximatelytwo months, mid-June at the earliest, and will provide information on unionmembership composition by race (Negro, Spanish, Oriental, Indian, and White).

1 The information has been inserted where discussed.
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Senator BARTLETT. Do you personally know of any member of
minority race on the executive level?
Mr. GULICK. Are you talking about the subsidized operators, steam-

ship operators, or the unions, Mr. Chairman?
Senator BARTLETT. No, the operators.
Mr. GULICK. I believe there are at least trainees in this regard, and

I seem to recall some recent appointments of supervisory or executive
type personnel in the companies. But I would prefer to check this and
furnish it for the record.

Senator BARTLETT. If you will, then, furnish it for the record.
(The information follows:)
Available data on members of minority races holding positions with steamship

operators at the managerial and executive levels is very limited. However, recent
information received on nine steamship operators shows employment at the man-
agerial and executive levels of persons of minority races as follows:

Managerial
level

Negro  13
Oriental  30
American Indian  0
Spanish American  12

Senator BARTLETT. Do you know if there are any minority race ca-
dets at the Merchant Marine Academy?
Mr. GULICK. Yes, sir. And, in fact, this last year and the year before,

a deliberate effort was made by visitation to minority group or pre-
dominantly minority group educational institutions to encourge appli-
cation for appointment to Kings Point.

Senator BARTLETT. Will you please furnish for the record the num-
ber of such students?
Mr. GULICK. I will be glad to furnish this, sir.
The number of minority race Cadets at the 'Merchant Marine Aft (lemy, by

graduating classes are as follows:

Class of-

1968 1969 1970 1971

Negroes 1 3 0 2
Orientals 2 2 0 1
American Indians 0 0 0 1
Spanish-Americans 0 0 0 0

Senator BARTLETT. Did you say that provisions are placed in the
construction-differential subsidy contracts and operating subsidy con-
tracts relating to the requirement having to do with equal employ-
ment practices?
Mr. GULICK. We have an equal employment clause in our construc-

tion-differential subsidy contracts, but we do not have, and we are
not required by law or regulation to have such a provision in our
operating-differential subsidy contracts. However, we are able to get
full cooperation from the subsidized operators without such a pro-
vision, and in view of the provisions of title VII of the Civil Rights
Act of 1964, prohibiting discrimination in employment, we do not feel
that there is need for amending the contracts to include such a clause.
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Senator BARTLETT. And you said likewise, as I recall, that the Mari-
time Administration has followup procedures to determine if these
provisions are being enforced?
Mr. GULICK. Yes, sir.
Senator BARTLETT. Well, I would be very much interested in your

answer which you are going to supply for the record relating to em-
ployment of Negroes, for example, at the executive level of steamship
operators. I have been to dozens of meetings, maybe hundreds by now,
and I do not recall having seen a Negro at such a meeting in a manage-
ment capacity. Maybe your report will clear this.
Mr. G-u-LIcK. We will be happy to check into this, Mr. Chairman.
Senator BARTLETT. Do you feel your agency is doing all it can do

to further fair employment practices among the steamship operators
and all it should do?
Mr. GuLicK. We are now in the process of adding additional staff

both in headquarters and the field to cover our expanded responsibili-
ties for compliance which will require using certain funds in our
1969 budget.

Senator BARTLETT. In your original request for funds on the various
levels, the request that was dealt with in my judgment rather brutally
by the Commerce Department, did you ask for any more money for
this activity?
Mr. GTJLICK. My recollection, Mr. Chairman, is that we requested

approximately $100,000 additional money to enable us to fulfill as we
thought we should our enforcement activities under the new assign-
ment of policing, particularly the shipbuilding contract area.
Senator BARTLETT. And you got zero out of that additional request?
Mr. GULICK. We were maintained at our present level.
Senator BARTLETT. We are just putting it in different ways. The

answer was the same.
What priority, Mr. Imhoff, would you consider that to have in the

total scheme of things?
Mr. IMHOFF. We consider it to have a very high priority, Mr.

Chairman.
I am afraid I will have to differ with Mr. Gulick on one point.

The money requested for the maritime salaries and expenses appro-
priation was approved in its entirety by the Department; subse-
quently, there was a small rounding reduction by the Bureau of the
Budget.
Mr. GULICK. Let me explain this Mr. Chairman, if I may. Mr.

Imhoff is right in the sense of the budget request. I remember now.
The assignment of this enforcement authority arose subsequent to
the packaging of the budget, and we were requested to do the best
we could with our existing funds and existing staff with the under-
standing that as we developed firmer base for more funds or more
people, we would present the request. I assume this will be done in
the packaging of the 1970 fiscal year budget.
Mr. IMHOFF. I wanted to stress the point that we certainly did not

cut this as a line item; that the Secretary did approve the full amount
of the Maritime salaries and expenses appropriation request.

93-405-68-5
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Mr. GULICK. This is correct.
Senator BARTLErr. You did not ask for it, then?
Mr. GULICK. That is correct, sir not in this budget.
Senator BARTLETT. Would you recommend that Congress enact

specific legislation pertaining to the maritime industry to strengthen
your authority in this area?
Mr. GULICK. At the moment, Mr. Chairman, I would be inclined

to say that this would be unnecessary at least until we have been able
to carry on our work a little bit more to see exactly what the level
of cooperation is in the steamship industry. This would be handled
as a part of our promotional activities.
This is to say, I do not believe we are at the stage where we need

a club to force compliance. Not at the present moment.
Senator BARTLETT. Do you require subsidized operators to report

on their compliance with this provision which we are discussing?
Mr. GULICK. We have no regular reporting procedures. This is

handled, as I indicated earlier, by the assignment of people from the
various coast district offices to check into the situation and see for
themselves what the situation is.

Senator BARTLETT. Do you not think it might be well to institute
a reporting procedure?
Mr. GULICK. We will certainly be glad to give consideration to this,

sir.
Mr. BARER. Mr. Gulick, under the present situation, the operator

is not required to report directly to you, but rather your various dis-
trict employees as a part of their total duties are required to take
cognizance of this issue, is that correct?
Mr. GULICK. That is correct, sir.
Mr. BARER. Have you promulgated any requirement as to your dis-

trict employees reporting to you at specific periods of time as to this
specific issue, or only as controversy arises?
Mr. GULICK. I think it would be at the moment the latter.
Mr. BARER. Would you express your judgment as to the wisdom

of perhaps in addition to requiring the operators to report directly
on this, your district representatives also report at specific times on
the specific issue to you?
Mr. Gummi. We have fairly regular supervisory visits from Wash-

ington to the field on problems such as this. Of course, this is not the
only one of this type. The activities so far have been covered by the
district people, but supervision of the district people from the Wash-
ington office and by discussions in the semiannual meetings we nor-
mally have each year with the coast district offices when they come to
Washington to report on their activities. This is a part of their report-
ing procedure.
Mr. BARER. Have you, in your work with the U.S.-flag operators,

particularly the subsidized operators, made any requirement or sug-
gestion that when they advertise employment opportunities, let us
say, on a managerial level for attorney or accountant or any type of
executive personnel, that they include in that advertisement or dis-
closure that they are in fact a fair employment practices employer?
Mr. GULICK. We go even further than that, Mr. Barer. We have even

urged them to give consideration, active consideration to the employ-
ment of minority groups who are qualified.
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Mr. BARER. But are they required, do you require them in advertise-
ment for employees to make any type of statement on this issue?
Mr. GULICK. To my knowledge, I cannot speak to this.
Mr. BARER. Do you think you have the legal authority to do so?
Mr. GULICK. We do not have authority to enforce such advertising.
MT. BARER. Could you make this a requirement of an operating

subsidy contract or construction-differential subsidy contract? In other
words, if you have the authority to put provisions in your operating,
subsidy contract for fair employment practices, does that same author-
ity perhaps authorize you to require in greater detail specific action
such as in advertising for employees that there shall be a statement
as to being an equal opportunity employer? In other words, if you
have the authority to state the broad proposition in the contract, can
you state the specific matter as well?
Mr. Gumcx. Well, of course, the broad requirements are mostly in

implementation of the existing antidiscriminatory or fair employment
practices at the national level. These involve some of the civil rights
requirements which are now in the statute books and this sort of thing.
I do not think consideration has been given as yet to your suggestion.

We will be very glad to take it under advisement and cooperate to
the best of our ability.
Mr. BARER. Are there any provisions in title XI contracts relating

to this issue?
Mr. GULICK. I do not know of any offhand.
Mr. BARER. If such provisions are in your operating subsidy con-

tracts and your construction contracts, do you think it would be equi-
table and wise to put them in title XI also, your title XI contracts?
Mr. Grificx. Since this is by and large an insuring or guarantee ac-

tivity, frankly. I am not sure just what the extent of our authority
would be. But I can give you assurance that we will look into it im-
mediately.
Mr. BARER. And particularly you might relate this to the practices

of FHA mortgage insurance, how they handle this issue.
We do not require a nondiscrimination clause to be included in our

title XI contracts because those contracts provide for the Government
to insure loans and mortgages on ships, and it would be contrary to the
integrity of such insurance to include a provision which permitted the
Government to cancel the insurance if the lender, or a trustee for bonds
issued to the public, failed to comply with a nondiscrimination
provision.
Secton 1103(d) of the act pledges the faith of the United States to

the payment of the interest on and the unpaid balance of the principal
amount of each loan or mortgage insured under title XI. Section 11 05
(e) of the _act provides that a contract of insurance, which runs for
the benefit of the lender or bond purchasers, is incontestable "except
for fraud, duress, or mutual mistake of fact". That section also pro-
vides that the insurance contract or commitment "shall not be termi-
nated, canceled, or otherwise revoked for any reason, except as
provided in section 1105."
It should also be noted that a nondiscrimination clause is wisely not

required to be included in title XI contracts by other laws or regula-
tions, such as the Civil Rights Act of 1964 (Public Law 88-352, 78 Stat.
241, July 2, 1964) , Executive Order 11246, or 41 C.F.R., chapter 60.
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We have been advised by FHA that it does not require a nondiscrimi-
nation clause to be included in its mortgage insurance contracts for
substantially the same reasons that we do not include such a provision
in our insurance contracts.
Mr. BARER. You recommended against, at this time, Congress en-

acting or you recommending specific legislation relating to this matter
in the maritime industry. Do you feel that your legal authority is suf-
ficient now to undertake an aggressive effective program to assure
equal employment practices?
Mr. G-crLicii. I will put it this way, Mr. Barer: I think that there

are many, many areas in which we could operate on a cooperative or
promotional level which perhaps—and this is just an off-the-top reac-
tion which perhaps should be tried first before going into more basic
or specific requirements—we could obviously do more in this regard if
we had more people giving consideration, primarily to this type of
activtiy. We are now engaged in planning. My Assistant Administra-
tor for Administration is giving consideration right now to a program
to carry on this promotional activity. This has not been completed, and
I am not in a position at the moment to say exactly how many types we
need, how much money we need or this sort of thing.
Mr. BARER. Mr. Imhoff, if Congress should authorize and appro-

priate additional funds in this bill to enlarge and increase the effort of
the Maritime Administration in this matter, would the Department of
Commerce in your opinion recommend expenditure of the funds if they
were appropriated?
Mr. IMHOFF. Are you talking about this committee? The authoriza-

tion bill does not include funds for the salaries and expenses 'account.
Mr. BARER. Is there any way that Congress can increase that amount,

then?
Mr. IMHOFF. Well, it would have to be done via the appropriation

process. And I am afraid I cannot answer your question.
Mr. BARER. All right, if additional funds were authorized spe-

cifically for that purpose in the authorization bill and the appropriate
committee follows suit, do you have any—I realize this is speculation,
but could you hazard a guess as to what the policy of the Department
or the Bureau of the Budget will be so far as expending these addi-
tional funds for this purpose?
Mr. IMHOFF. Well, I certainly cannot answer for the Bureau of the

Budget.
As far as the Department is concerned, we are doing all we can to

promote full compliance with the equal opportunity laws and regula-
tions, even to the point of trying to promote affirmative programs
within industries with Which we deal, particularly in the contracting
field. I think we would have to review with Mr. Gulick what the
requirements are and what the possibilities are, for further work in
this field. And if the Congress saw fit to increase the amount, I guess
we would be guided by the wishes of the Congress in this regard.
I cannot say to you at this time what if any additional resources we

need for this purpose. We have at the departmental level a small, but
very competent staff that works in this field. As a matter of fact, our
folks in the Secretary's office have been working very closely with
Mr. Gulick's people in mounting an effective compliance program in
the maritime field.
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Mr. BARER. Mr. Gulick, we have discussed your efforts with regard
to U.S.-flag operators and also unions. Your construction suaidy
contracts are direct immediate benefit also to shipyards. What pro-
visions and procedures have you undertaken to assure equal employ-
ment opportunities by shipyard companies? I do not mean shipyard
labor; I mean management level within the shipyards.
Mr. GuucK. In two areas. We have been quite active here.
First, by law, we cannot award a contract for ship construction

unless a survey has been undertaken and a finding has been made that
the particular shipyard engages in no unfair employment practices.
This has recently been extended, as I indicated earlier, to cover, not
only the shipyards with which we contract, but we are now required by
a fairly recent assignment to make the same finding for any shipyard
which is about to be awarded a Department of Defense contract.
Now, not having the staff at the moment, obviously, to fully imple-

ment on a planned program basis the overall shipbuilding industry
compliance, we have been working with the Department of Com-
merce and with the Department of Labor. In several instances, Labor
Department personnel have been loaned to us on a spot assignment
basis. And the Department of Commerce has engaged in the same
practice. -We are now in the process of developing a going enforce-
ment program.
We are new to this area. We really at this particular moment do not

know exactly how much work will be involved or those areas that
should be covered from a promotional point of view as opposed to the
strict contract enforcement side of this thing. As soon as we have
completed our consideration of what is needed, then we definitely
propose to make positive and we think constructive recommendations
for both the enforcement and the promotional side.
Mr. BARER. Along with the other information that you are supplying

for the record on this issue, could you supply the contract provision
language that is in your construction contracts and operating
contracts?
Mr. GULICK. We will be glad to; yes, sir.
(The information follows:)
Attached hereto, marked "Attachment A" is a copy of the nondiscrimination

clause which appears as Article 27 in our ship construction contracts. Also at-
tached, marked "Attachment B", is a copy of a clause which appears as Article
11(c) of our Invitation for Bids for the construction of vessels, which provides
for the bidder and first tier subcontractors of one million dollars, or more, to
agree to be subject to full, preaward equal opportunity compliance reviews,
before the award of the contract, for the purpose of determining whether the
bidder and his subcontractors are able to comply with the provisions of the Equal
Opportunity Clause as stated in Executive Order 11246.
Attached hereto, marked "Attachment C", is a copy of the Assurance of Non-

discrimination clause which appears as Article 1-17 in our operating-differential
subsidy contracts. This clause is required to be included in contracts in which
the contractor is the recipient of Federal financial assistance. See Title VI of the
Civil Rights Act of 1964 (Public Law 88-352) and the Regulations of the Depart-
ment of Commerce (30 F.R. 305).
We are not required by law or regulation to include in our operating-differential

subsidy contracts a clause prohibiting discrimination in employment, and there
does not appear to be any real need for such a clause in view of the provisions of
Title VII of the Civil Rights Act of 1964 (Public Law 88-352, 78 Stat. 241,
July 2, 1964). That title defines "employer" (sec. 701 (b) ), "labor organization"
(Sec. 701 (d) ), "unlawful employment practice" (Sec. 703) and establish an
Equal Employment Opportunity Commission with primary responsibility for
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effectuation of the title (Sec. 705). Enforcement is first administered before the
Equal Employment Opportunity Commission, and provision is also made for civil
action in the Federal Courts ( Sec. 705). Officers and seamen of the subsidized
operators appear to be fully protected by this title.
ARTICLE 27. Prohibition Against Discrimination in Employment and Use of

Convict Labor.—( a ) During the performance of this Contract, the Contractor
agrees as follows:
(i) The Contractor will not discriminate against any employee or applicant for

employment because of race, creed, color, or national origin. The Contractor will
take affirmative action to insure that applicants are employed and that employees
are treated during employment, without regard to their race, creed, color or
national origin. Such action shall include, but not be limited to, the following:
employment, upgrading, demotion or transfer; recruitment or recruitment adver-
tising; layoff or termination; rates of pay or other forms of compensation; and
selection for training, including apprenticeship. The Contractor agrees to post
in conspicuous places, available to employees and applicants for employment,
notices to be provided by the Board setting forth the provisions of this nondis-
crimination paragraph (a).

(ii) The Contractor will, in all solicitations or advertisements for employees
placed by or on behalf of the Contractor, state that all qualified applicants will
receive consideration for employment without regard to race, creed, color or
national origin.

(iii) The Contractor will send to each labor union or representative of workers
with which he has a collective bargaining agreement or other contract or under-
standing, a notice, to be provided by the Board, advising the said labor union or
workers' representative of the Contractor's commitments under Section 202 of
Executive Order 11246 of September 24, 1965, and shall post copies of the notice
in conspicuous places available to employees and applicants for employment.
(iv) The Contractor will comply with all provisions of Executive Order

No. 11246 of September 24, 1965, and of the rules, regulations and relevant orders
of the Secretary of Labor.
(v) The Contractor will furnish all information and reports required by

Executive Order No. 11246 of September 24, 1965, and by the rules and regula-
tions of the Secretary of Labor, or pursuant thereto, and will permit access to
his books, records and accounts by the Board and the Secretary of Labor for
purposes of investigation to ascertain compliance with such rules, regulations
and orders.
(vi) In the event of the Contractor's non-compliance with the non-discrimina-

tion provisions of this Article 27, or with any of the said rules, regulations, or
orders, this Contract may be cancelled, terminated, or suspended, in whole or
in part and the Contractor may be declared ineligible for further government
contracts in accordance with procedures authorized in Executive Order No.
11246 of September 24, 1965, and such other sanctions may be imposed and
remedies invoked as provided in the said Executive Order or by rules, regulations
or orders of the Secretary of Labor, or as otherwise provided by law.

(vii) The Contractor will include the provisions of subparagraphs (i) through
(vii) in every subcontract or purchase order unless exempted by rules, regula-
tions, or orders of the Secretary of Labor issued pursuant to Section 204 of
Executive Order 11246 of September 24, 1965, so that such provisions will be
binding upon each subcontractor or vendor. The Contractor will take such
action with respect to any subcontract or purchase order as the Board may
direct as a means of enforcing such provisions, including sanctions for non-
compliance: Provided, however, that in the event the Contractor becomes in-
volved in, or is threatened with, litigation with a subcontractor or vendor as
a result of such direction by the Board, the Contractor may request the United
States to enter into such litigation to protect the interests of the United States.
(b) The Contractor shall not employ any person undergoing sentence of

imprisonment at hard labor.

ADDENDUM TO OPERATING DIFFERENTIAL SUBSIDY AGREEMENT WITH PRUDENTIAL
LINES, INC.

This agreement, made by and between the United States of America (herein
called the "United States"), represented by the Secretary of Commerce (suc-
cessor to the Federal Maritime Board pursuant to Reorganization Plan No. 7 a
1961), acting by and through the Maritime Subsidy Board (said Secretary of
Commerce acting by and through the Maritime Subsidy Board being herein and
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in the Subsidy Agreement called the "Board"), and Prudential Lines, Inc., a
corporation organized and existing under the laws of the State of New York
(herein called the "Operator"), as an addendum to that certain agreement,
Contract No. FMB-113 (herein called the "Subsidy Agreement"),
W itnesseth :
Whereas:
1. The Board has made the necessary determinations and findings in accord-

ance with the Merchant Marine Act, 1936, as amended; and
2. The Board has authorized a certain amendment to the Subsidy Agreement

and
3. The parties hereto have agreed to said amendment and desire to incorporate

the same into the Subsidy Agreement in the manner hereinafter set forth.
Now, therefore, in consideration of the premises, the parties hereto agree as

follows:
I. Effective February 25, 1965, Part I of the Subsidy Agreement, as heretofore

amended, is hereby further amended by the addition thereto of Article numbered
"I-14" reading as follows:
"1-14 Assurance of Nondiscrimination
"The Operator hereby covenants and agrees that with respect to the operating-

differential subsidy program for which the Operator is a recipient of Federal
financial assistance from the Department of Commerce, it will comply with Title
VI of the Civil Rights Act of 1964 (P.L. 88-352) and the requirements imposed
by or pursuant to the Regulations of the Department of Commerce (30 Fed. Reg.
305) issued pursuant to that Title; and hereby gives assurance that it will im-
mediately take any measures necessary to effectuate this agreement.
"In accord with such assurances, the Operator agrees that it will not partici-

pate directly or indirectly in any manner in any discriminatory act or course of
conduct prohibited by Section 8.4 of the Department of Commerce's Regulations
with respect to the soliciting, accepting or serving in any way any person in the
United States who is a passenger or shipper of cargo on vessels covered under
this Subsidy Agreement, and any violation by the Operator of any of the provi-
sions of this assurance of nondiscrimination shall constitute a material breach
of this Subsidy Agreement.
"These assurances, which shall obligate the Operator and be in effect for the

period during which the Federal financial assistance is extended to it by the
Department of Commerce, are given in consideration of and for the purpose of
obtaining and continuing in effect any financial assistance extended after the date
hereof to the Operator by the Department for the program, including any pay-
ments or other assistance to be rendered pursuant to agreements extending
financial assistance which were approved prior to such date.
"The Operator further recognizes and agrees that such financial assistance will

be extended by the Department of Commerce in reliance upon the representations
and agreements made in this assurance of nondiscrimination, and that the United
States shall have the right (in addition to any of its other rights under this
Subsidy Agreement) to seek judicial enforcement of these assurances. These
assurances are binding on the Operator, its principals, officers, employees, agents,
succesors, transferees, and assigns."

Mr. BARER. I am in full accord with your statement that an awful
lot can be done by promotional activities as well as contract language.
Has any thought been given to the idea of establishing or promoting
the formation of an industry committee on this issue?
I know you have many advisory committees that you utilize. For

example, I-know of one recently called the Cargo Rate Differential Ad-
visory Committee. Could some thought be given to that idea?
Mr. GULICK. Yes, sir.
Senator BARTLETT. Now, Mr. Barer and Mr. Gulick, the hour grows

late, and we have not, unhappily for you, yet completed our question-
ing. Can you return in the morning?
Mr. Gummi. Be glad to, sir.
Senator BARTLETT. All right.
The committee will stand in recess until 10 o'clock tomorrow

morning.
(Whereupon, at 12:30 p.m., the committee recessed, to reconvene at

10 a.m. on Wednesday, Apr. 10,1968.)





MERCHANT MARINE APPROPRIATIONS
AUTHORIZATION

WEDNESDAY, APRIL 10, 1968

U.S. SENATE,
COMMITTEE ON COMMERCE,

Washington, D .0 .
The committee met at 10:07 a.m., in room 5110, New Senate Office

Building, the Honorable E.L. Bartlett presiding.
Senator BARTLETT. The committee will be in order.
Mr. Gulick, Mr. Imhoff, and the others at the table, we are sorry

that despite the very considerable time available yesterday, we did not
get through with our questions. Mr. Barer has at least a few more to
ask; I have many to ask.
Mr. Barer.

STATEMENT OF J. W. GULICK, ACTING MARITIME ADMINISTRA-
TOR, MARITIME ADMINISTRATION, DEPARTMENT OF COMMERCE,
WASHINGTON, D.C. ; ACCOMPANIED BY CARL DAVIS, GENERAL
COUNSEL, MARITIME ADMINISTRATION; AND WILLIAM HENE-
GHAN, BUDGET OFFICER, MARITIME ADMINISTRATION; ALSO
LAWRENCE E. IMHOFF, DEPUTY ASSISTANT SECRETARY FOR AD-
MINISTRATION, DEPARTMENT OF COMMERCE, WASHINGTON, D.C.

Mr. BARER. Mr. Gulick, last February 12, Secretary of Commerce
Trowbridge and yourself and some other officials from that Depart-
ment testified before this subcommittee on the present state and future
of the U.S. merchant marine. At this time, we learned there were only
211 vessels left in the reserve fleet which could actually be utilized for
the carriage of cargo without substantial modification. How does the
pending bill recognize this deficiency?
Mr. GULICK. The authorization bill does not cure any deficiency in

this connection, Mr. Barer. The authorization bill merely provides, as
in the case of some of the other programs, for a holding action. The
reserve fleet is already just about down to the bottom of the barrel.
It comes out about this way on a broad look at the fleet for purposes of
future planning.
The backbone of the reserve fleet over the next 10 years is going

to be about 130 Victory ships to be selected from those now operating
in service under general agency agreements to Southeast Asia. Of
course, the availability of these ships will depend upon their proper
maintenance and their layup and preservation. The fleet itself in addi-
tion to these ships has today available for breakout, but at some

(37)
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rather high cost, 19 Victory ships which have not been reactivated
for Vietnam. These will be available only until around 1975; 18 Vic-
tory AP-2 ships configured as troop ships also available only until
about 1975; 31 smaller ships of the C-1A and C-1B class available
only until 1969 because we are not expending, planning to expend,
money on their preservation and 37 C1—M—AV1 ships commonly
called "Cimavis" will be available until around 1971.
In addition to these, there are 187 standard dry cargo Liberty ships

under preservation. But all preservation- on these ships will cease as of
June this year. And they will be expected to be available in an extreme
emergency use only until around 1971.
The rest of the fleet is composed of a large number of scrap ships,

certain miscellaneous types and certain priority ships on both a mari-
time and a navy priority listing such as 104 AP-5 troop ships. This is
a Victory type, the larger one, which are potentially convertible to
dry cargo configuration at a cost of probably not less than $3.5 million
per ship. This, Mr. Barer, is our reserve fleet.
Mr. BARER. Now, Mr. Gulick, from time to time, there are additions

to this fleet, is that correct—trade-ins?
Mr. GULICK. Trade-in ships come into the fleet, right.
Mr. BARER. Generally, the trade-in vessel is worse than the trade-out

vessel, is that not true?
Mr. GULICK. This is true and particularly so because from now on all

of the ships coming into the fleet as trade-ins either on new construction
or under the exchange program are going to be quite old and not at all
in good shape.
Mr. BARER. Now, of the 292 vessels that are listed as dry cargo ships

on the attachment to your statement which you just summarized, what
is the average 'age of those 292 vessels?
Mr. GULICK. Let me get the attachment briefly.
These are every one over 20 years of age.
Mr. BARER. What is the normal useful life of a merchant vessel?
Mr. GULICK. Depending upon the care which has been given the

ship, it could rim from 15 to 30 or more years.
Mr. BARER. Does this figure of 292 include any of the 170-some ves-

sels that were broken out for Vietnam duty?
Mr. GULICK. It does not, sir.
Mr. BARER. Well, will any of those be put back into the fleet and

become part of this dry cargo ship category?
Mr. GULICK. We anticipate that of the 148 now allocated for opera-

tion to Southeast Asia, approximately 18 will be in such bad shape
they will not be good economic projects to go back into the fleet. This
will leave the 130 I mentioned a moment ago. Even some of those
might not be worth while, depending upon how long they are used
in Southeast Asia service.
Mr. BARER. As I read the figures in your attachment, it indicates

that by 1971, 255 of the 292 vessels now listed will no longer be in
the reserve fleet. That leaves a total of 37 ships in that category. Is
that not correct?
Mr. GULICK. I do not have those figures.
Mr. BARER. What I have done is added the figures 187, 37, and 31.

If my addition is correct, that adds up to 255. And I subtracted the
255 from 292. That leaves 37 vessels.
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Mr. GuLicx. Correct. I agree.
Mr. BARER. Do you feel that 37 cargo vessels provides a strong re-serve fleet to aid our national defense?
Mr. GULICK. I certainly do not. But do not forget, please, I men-

tioned that these would be supplemented by approximately 130 com-ing back from Southeast Asia operations.
Mr. BARER. Those are the ones we spent somewhere over a halfa million dollars apiece on, to put them into the water.
Mr. GULICK. That is correct.
Mr. BARER. And yet 18 of those are so bad they are going to be

scrapped for sure, not even put back into the fleet?
Mr. GULICK. In all probability, there will be at least 18 we will not

put back into the fleet.
Mr. BARER. Mr. Gulick, you may not want to answer this in any de-tail or even comment on it, but my understanding is that some months

ago, when the Middle East crisis broke out, your agency did a studyas to our ability to maintain a supply line to another part of the worldin addition to Southeas Asia. Was such a study done?
Mr. GULICK. Are you talking about a recent study?
Mr. BARER. Or a study at that time to see what our response capa-bility was in the area of being able to carry cargo to two crisis areasat the same time.
Mr. Grmicii. I do not have any hesitation, Mr. Barer, in saying thatevery now and again we conduct an exercise just to be sure we know

where we stand and how we can handle things which might come upon a contingency basis. We did postulate the possibility of a need for,
say, in round figures, 100 ships. And we picked this right out of the air.
We had no advice on this from any other Government agency, or any
other source. This was our own doing.
We said, "Suppose we need 100 additional ships, where would they

come from and how much would it cost?" I do not have the cost figuresat my fingertips. In any event, they were strictly off the top estimates.
I will say that they were completely exorbitant; that in order to break
out some of these ships we are talking about in the dry cargo type
that are in the listing attached to my statement, the cost could well be in
excess of $800,000 per ship. And of the 100 available, a great majority
of this 100 would have to be taken out of the Liberty ship class which
means small cargo capability, Which means slow speed, and which
means pretty horrible quarters for crews and this sort of thing.
Mr. BARER. Those are the ones that are given a life only to 1971 in the

reserve fleet, is that not correct?
Mr. GULICK. That is correct, sir.
Mr. BARER. There is a reserve fleet base at Olympia, Wash.?
Mr. GULICK. Yes, sir.
Mr. BARER. Are there any present plans to phase out that operation?
Mr. GULICK. The agency is taking a very close look at all of the re-

-erve fleet sites. Astoria and Wilmington will be phased out very
shortly—probably by the end of this fiscal year. No more ships are in
Astoria. I believe there is one being held temporarily on an exchange
application. Wilmington has only a small number—around, I believe,
20 ships of the scrap variety. We have just accepted a bid for the sale
of those ships for scrap.
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Now, this means that two of the eight fleets are already just about
out. This leaves six. Depending upon the number of ships to be pre-
served and the cost of this preservation, we have to decide whether
to retain in existence six fleets or reduce the number of fleets to, say,
three, one on each coast, or for that matter even go below that. We have
not reached any positive conclusions on this as yet. Our answer will
be dependent largely upon plans for the reserve fleet, need for a reserve
fleet, and numbers of ships.
I would say in answer to your question specifically that I do not

believe anyone could say positively at this stage that Olympia or any
other fleet is to be phased out apart from the two I originally mentioned.
Mr. BARER. In the event of a phaseout in any one of these sites, are

any steps taken to help those working at those sites to find other em-
ployment? They are Government 

employees, 
are they not?

Mr. GULICK. They are Government employees, and steps are defi-
nitely taken to provide for a change in employment or other action
which can relieve the people from any financial distress as far as it
is within our power to do so.
For example, we arrange to transfer to other locations and other

jobs, those people who can be transferred, who are qualified to trans-
fer and whose family and other requirements do not make it nec-
essary for them to remain in the particular area. If we have people who
are eligible for retirement and this has certainly been the case in
Astoria, we assist them to take advantage of the best breaks on their
retirement.
In addition, we advertise and interview all local area job oppor-

tunities in order to attempt to place people who have, say, a small
number of years of service—who are general types, without specific
skills—into jobs with private industry. So far we have been very
successful in this regard. I do not know of any person who has been
hurt by any of these closing activities.
Mr. BARER. With relation to the study you talked about a few

minutes ago as to our ability to supply another area of the world
such as a study you had done last summer, you indicated it would cost
in excess of $800,000 per vessel to get them 'into the water. How soon
would these additional 100 vessels be ready for carriage of cargo in
actual operation?
Mr. GULICK. I hate to qualify this, but, obviously, the length of

time to put them on berth would depend almost exclusively on the
speed requirements dictated by, say, the military. If they wanted all
of these ships on berth within 3 months, the costs would go up there
is no doubt about this—because the ships would have to be activated
on an around-the-clock type operation.
Mr. BARER. What period of time was used to determine the $800,000-

plus figure?
Mr. GULICK. The $800,000-plus requirement is just about on a 3-

menth basis.
Let me check this statement, please, sir.
I do not have this with me. I will have to furnish this for the record,

Mr. Barer.
(The information requested follows:)
The time periods for the 100 Ship Study were: 14 ships on berth within 15

days; 25 ships on berth in 30 days; 75 ships on berth in 60 days; 100 ships on
berth in 120 days. These periods could be reduced by using additional work
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shifts, towing vessels 'between districts, or changing vessel types. Costs in-
volved were: Victory ship reactivation—$800,000 per ship; AP2 troop ship re-
activation—$850,000 per ship; Liberty ship reactivation—$450,000 per ship;
and $54,000 per ship for the return of ships to service that had been placed in
inactive status because of reduced operating requirements.

Mr. BARER. One last question. With relation to your research and
development activities which you elaborated upon yesterday, will any
portion of those funds be utilized for a study of containerization?
I am thinking specifically of the recent bill which became law which
puts that duty upon the Maritime Administration to make that type
of a study.
Mr. GULICK. We have no portion of the 1969 fiscal year request

allocated to the specific type of study indicated in the recent legislation.
Obviously, the reason for this is that the legislation came after the
budget was already packaged and settled upon the administration—by
the President.
Mr. BARER. In other words, the budget figure as in the request bill

does not allow you funds to do this study which the law requires you
to do?
Mr. GULICK. If we find that under the terms of the bill—and I have

not given this consideration as yet to make this determination—that
the study must be made within a very rapid time, the only course open
to us will be to reprogram some of the projects we already have, if we
have to make a choice.
Senator BARTLETT. Mr. Gulick, how much is the operation of the

Savannah costing during this fiscal year?
Mr. GULICK. During the current fiscal year, 1968, her cost planned

obligations are for $3.3 million.
Senator BARTLETT. And where are the funds coming from for that

operation?
Mr. GULICK. This is out of appropriated funds, Mr. Chairman.
Senator BARTLETT. Appropriated for what purpose?
Mr. GULICK. For the operation of the Savannah.
I trust we understand that this is a part of our research and develop-

ment appropriation; and that, as a part of this commercial operation
of the Savannah, we have a charter with the operator, First Atomic
Ship Transport, Inc.—FAST, for short—under which the operator
forecasts and the agency agrees upon the amount of revenue to be gen-
erated and then pays the difference between the cost of operation and
any lack of funds. This comes out to round figures $3.3 million to cover,
not only the operation of the ship, but also maintain the nuclear group
in Washington headquarters.

Senator BARTLETT. Each year since the Savannah has been operated,
the operating funds have come from the research and development
pocket; right?
Mr. GULICK. Yes, sir.
Senator BARTLETT. You said in your statement that the amount re-

quested by way of authorization would provide for construction of
10 new replacement vessels. And you told us that these would be
divided between container ships and standard cargo carriers. Have
you any idea of what that division will be?
Mr. GULICK. We do not have a firm—that is, fully agreed upon

and signed—contract type of agreement. We are, however, thinking
generally of, in addition to the 11 LASH already awarded, and the
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one United States Line, three Lykes, five Farrel, and three APL
ships contemplated for award through 1969, 10 ships due for Ameri-
can Export-Isbrandtsen Line which will have to go over to 1970
under budget restraints.
Senator BARTLETT. How will the division be between the container

ship and the standard cargo ship in the program that you tentatively
plan?
Mr. GULICK. The design of the United States Line ship is as a full

container ship. The three Lykes ships are the sea barge carriers, also
capable of carrying a large number of containers in lieu of barges.
The five Farrel and three APL ships are also capable of larger con-
tainer carriage, but also have some break bulk and some liquid cargoes.
By and large, I would say, Mr. Chairman, that the trend toward

container ships in thse designs was very, very strong.
Senator BARTLETT. Which is the more expensive to build, the con-

tainer ship or the standard cargo?
Mr. Guilcx. The total cost of the container ship exceeds the total

cost of a conventional break bulk ship primarily because of the
necessity of furnishing containers for the operation. Construction-
wise, the container ship is normally a more simple variety to con-
struct because of the lack of need for dividing the ship up into seg-
regated holds, the simplicity of internal construction, and to a con-
siderable extent the reduction of deadweight cargo gear required to
operate the ship. This obviously depends upon whether the ship will
be operated to an area that has sophisticated cargo-handling gear
ashore or whether the ship must carry its own.
Senator BARTLETT. The Maritime Adminstration can and does sub-

sidize the construction of containers; does it not?
Mr. GULICK. The Maritime Administration does only in the sense

that the law permits the use of reserve funds, tax-free reserve funds,
by the operators in the purchase of containers.
Senator BARTLETT. This subsidy does not come directly from the

appropriated fund, then?
Mr. GULICK. It does not, sir.
Senator BARTLETT. Now, you indicated in your statement that the

U.S. merchant marine is experiencing a terrific competition from for-
eign lines that have turned to container ships. Are many of the leading
maritime nations of the world using the container-type ship?
Mr. Gummi. They are, indeed, Mr. Chairman. As of December 31,

1967, container ships under construction or on order of 1,000 gross
tons and over which are being constructed in foreign yards total 69
ships.

Senator BARTLETT. What nation, if there is one nation to be named,
launched the containerization program?
Mr. GULICK. Without question, the United States, Mr. Chairman.
Senator BARTLETT. And because of the bill passed by the Congress

last year and signed into law by the President, no exact standards are
required for size of containers; right?
Mr. GULICK. That is correct, sir.
Senator BARTLETT. Do you know, Mr. Gulick, whether any agency

of the Government recommended to veto that bill?
Mr. GULICK. To my knowledge, no agency recommended a veto of

the bill.
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Senator BARTLETT. Well, since the United States started this, do we
have a long headstart or not at the present time, regardless of the 69
ships now building in the use of container ships?
Mr. GULICK. At the present time, Mr. Chairman, we already have

engaged in container ship services or at least committed to container
ship operation between 1970 and 1972 some 61 ships. And this total is
growing as new ships come into the picture.
We also have about—well, this is a total that is under construction—

approximately one-third of the container ships under construction
worldwide are U.S. container ships. That number, plus those we
already have in operation, gives us a definite headstart in this
direction.
Senator BARTLETT. The great gain here, as you related, lies to the

fact that turnaround time has materially decreased; correct?
Mr. GULICK. Yes, sir. It really comes down, Mr. Chairman, to a

matter of additional revenue. If a ship sits, and it does not move—I
do not care whether it is in a shipyard getting refurbished, repaired,
repainted, upgraded, or whether it is just waiting to get the cargo on
board or off the ship—it is not making money.
The ratio between a large or medium container ship and a conven-

tional C-5 or C-4 is rather astounding in that the container ship is
so very much more productive. For example, a large container ship
on a round trip has an annual carrying capacity of 38.7 billion cubic
feet. A medium container ship, 24.1 billion. A conventional C-5, 18.3,
a conventional C-4, 14.3.
Now, in terms of freight money, this is pretty interesting.
Senator BARTLETT. And important.
Mr. GULICK. And important; yes, sir.
Senator BARTLETT. In fixing essential trade routes under the Mer-

chant Marine Act of 1936, the Maritime Administration, establishes
the number of minimum and maximum sailings.
Mr. Gii-LicK. Yes, sir.
Senator BARTLETT. How long is that determination made?
Mr. GULICK. The contract with each operator specifies for each

trade route which he serves the maximum and minimum number of
sailings. The law, I believe, requires that the essentiality of trade
routes and the servicing of the trade routes shall be reviewed, not more
frequently than every year or maybe 2 years. In any event, our prac-
tice is to review the essentiality and the "min-max" sailing require-
ments not less than every 3 years at the most. It happens that the
reviews are really 

in 
frequent than that because the operators them-

selves will come n and request adjustments to fit the needs of their
business transactions. On one route, the sailings may be decreased be-
cause of a lack of cargo. On another route, there may be more cargo
available. And we attempt to work with them to insure the best utili-
zation of their fleet from a business point of view.

Senator BARTLETT. You told the committee that some operating sub-
sidy payments initiated in 1956 are still pending. Is this because some
of the issues have gone to court or because of inability of the operators
to agree with the Government?
Mr. GULICK. Both, Mr. Chairman. -We have several instances of liti-

gation. We have some instances where the operator is appealing final
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rates or is protesting under normal administrative procedures the
computation of subsidizable costs.
I may say that over the last few years we have been very pleased

to be able to wash out several of these old claims, and they are con-
siderably less today than they have been in prior years.
Senator BARTLETT. Let us assume a case in which the Maritime Ad-

ministration determined in 1956 that the operator should receive $1
million, and the ultimate decision was that this figure should be raised
to $1.5 million and this later decision was made in fiscal year 1968. The
operator does not get any interest for the years that have passed, does
he?
Mr. GuLicK. No, sir.
Senator BARTLETT. In broad general terms would you nominate the

research and development program of the 
terms,

Administration
as having been useful and helpful and perhaps essential?
Mr. GuLicK. I would, Mr. Chairman, not as much as perhaps we

would like, but there have been certain accomplishments which are
outstanding. We have several instances of this. The Savannah is ob-
viously one of the prime examples. We have several others.
I will be glad to go through some of those if you would like, or we

could furnish something for the record, whichever you prefer.
Senator BARTLETT. Furnish something for the record, if you will.
Mr. GLTLICK. Thank you, sir.
(The information requested follows:)

ACCOMPLISHMENTS OF MARITIME ADMINISTRATION RESEARCH AND DEVELOPMENT'
PROGRAM

MARINE PROPULSION POWER PLANT STUDIES

An integrated marine power plant design was developed which uses a single
boiler per ship. This design was made available to industry which has used the
information in a class of coastal tankers and a class of subsidized cargo ships
(APL). Expected savings in the form of reduced initial purchase cost of a two
boiler installation is approximately 20% or an estimated $80,000 per ship. Ex-
pected reduction in installation cost is approximately 20% or an estimated $20,000
per ship. Concept eliminated about $20,000 to $30,000 worth of combustion con-
trol equipment.

MARINE GAS TURBINE WASTE HEAT BOILER

A marine gas turbine waste heat boiler combination was developed, built and
evaluated aboard a U.S. ship and was used in port to supply all steam and elec-
tric demands. This allowed for the main plant to be shut down for maintenance
and repair. After completion of evaluation, the unit was installed at Kings Point
(USMMA) to be used in training.
APL ship lines now have installed such gas turbines on their new ships in

further support of their decision to go to one boiler power plants.

HYDROMECHANICS RESISTANCE AND PROPULSION

The bulbous bow was developed for the Mariner hull form with a reduction of
resistance between nine and fourteen per cent or $100,000/year operating cost
reduction for a 25,000 SHP ship.
Research on hull form as covered in the publication "Influence of Ship Form

on Seaworthiness" indicates that by changing the current U.S. practice of de-
signing exclusively for "U" form bows to "V" form bows will reduce the annual
$2 million U.S. slamming damage bill by 40 to 60 per cent.

Research on contrarotating propellers has increased performance over the
conventional propeller to the extent that one U.S. owner is planning to utilize
the contrarotating propeller for a new ship to take advantage of this new tech-
nology. The projected savings is approximately $70,000 to $100,000.
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AUTOMATED BOILER CONTROL

A system for a fully automatic boiler control acceptable to the regulatory
groups and the American merchant marine has been installed and is being suc-
cessfully operated on a Great Lakes ore ship, the WILLIAM G. MATHER. This
is the first U.S. steamship to be certified by the U.S. Coast Guard for operation
without firemen. Industry has applied the same system to several other ships.
Potential savings: 3 men at $36,000/year.

COURSE COMPUTER EQUIPMENT

A course computer to automatically determine ship course position as an aid
to simplify navigation has been developed and is on the market for sale to in-
dustry. This resulted in a component capable of giving ship's position in periods
between navigation fixes and thus improving ship operation. The prototype has
since been installed at Kings Point (USMMA) for use in training.

LOOK-OUT ASSIST DEVICE

Prototype equipment for a Look-Out Assist Device has been developed and
97% detection ability has been achieved. This will reduce the number of ship
casualties, related repair costs and help reduce ship manning.

SHIP CONTROL SYSTEM

A study has been completed on the use of bow thrusters and other devices to
facilitate maneuvering. The report serves as a guide for the design and installa-
tion of such devices and results in greater ship productivity, improved ship op-
eration and less need for tugs in docking.

RADAR DATA COMPUTER

A prototype for a Radar Data Computer was developed to track ten other
ships from radar data and plot their degree of danger to ship's officers. It is
expected that this will result in fewer ship casualties, related repair costs and
some benefit in the Look-Out Assist area.

INFRA-RED OLEOMETER

A prototype instrument has been developed which will accurately detect, meas-
ure and record, under continuous sampling conditions, the quantity (ppm by
volume) of oil in bilge and/or ballast overboard discharge. This will help reduce
contamination of the seas and rivers and is in compliance with the International
Maritime Consultive Organization (IMCO) Agreement.

HYDROFOIL SHIP

Construction and experimental operation of an oceangoing hydrofoil ship cap-
able of operating in the open sea for extended periods of time at speeds up to 60
knots was achieved. The ship has attained speeds of 64 knots, has operated com-
fortably in 10 foot waves at 55 knots. As a direct result of the performance op-
erations and the experience gained by industry, who contributed substantially
to the experiment, at least six companies are actively building various sizes of
hydrofoil craft for operation in this country and for export. The DENISON was
transferred to the U.S. Navy, at their request, in 1965 for further expeimental
evaluation by them.

Senator -BARTLETT. Now, you are going to refuel the Savannah next
year?
Mr. GULICK. Yes, sir.
Senator BARTLETT. And this will be the first refueling in how long?
Mr. GULICK. The original refueling operation. She has had no re-

fueling since she began her original operation.
Senator BARTLETT. And that was when?
Mr. GULICK. Please bear with me a moment, Mr. Chairman I have

the information.
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I believe she started her operations in either 1964 or 1965. Prior
to that time, she had been engaged in 1963 in certain experimental
type operations.

Senator BARTLETT. She started in 1963?
Mr. GULICK. 1963.
Senator BARTLETT. And has the art been refined so that the ship

will be able to operate on its new refueling even longer than it has
from the initial one?
Mr. GITLICK. They had a choice, Mr. Chairman, of whether to at-

tempt to develop a longer utilization core or whether to determine
how long the original core with some upgrading or as the engineers
term it, reshuffling, could last. It was determined that the latter would
be the most important. Other cores, we know, are available and would
probably offer longer life, but we do not know what the situation is
with this original type of core. So that the refueling planned is to be
a reshuffled core, and it will have a life of 2 additional years.
Senator BARTLETT. Is she getting pretty short on fuel now? Does she

go and stop once in a while?
Mr. GULICK. She has not come to a halt yet, Mr. Chairman. We

anticipate that her present fuel will be ample to run her until the
latter part of 1968 calendar year, at which time she will then be going
in for a refueling operation.

Senator BARTLETT. Obviously, the Savannah necessarily cost much
more to build and place into operation than would have a conventional
ship of the same size. Have any studies been made to determine in light
of the fact that the fuel costs of the Savannah are entirely different
from those of the conventional ship whether it is more economical to
build and operate a conventionally fueled ship or a nuclear ship?
Mr. GULICK. At the present time, our informal studies—and as the

chairman is aware, there has been no officially released study on this
subject—indicate that on a ship-by-ship comparison, it is much cheaper
to build the conventional-type ship. The indication is that only when
nuclear ships are built in series and then only when the ships come
up to in excess of 10 or 11 does the cost reduce to the point where the
ships can be competitive with the conventional ship operating costs.

Senator BARTLETT. You are talking about the experiences gained
during the life of the Savannah, not just the original construction?
Mr. GtrucK. That is correct, sir.
Senator BARTLETT. Do you believe that we should continue in nu-

clear ship research and possibly or even probably build more, es-
pecially in view of the fact that so many improvements have been
made since the Savannah was constructed?
Mr. GULICK. I have to say, Mr. Chairman, that this is a ques-

tion which is heavily involved in the new merchant marine policy
and no decision has been made on this point as yet.
Senator BARTLETT. Do you know how many ships in all, includ-

ing those in the reserve fleet, are plying exclusively to and from South
Vietnam in behalf of our military effort there?
Mr. GULICK. Mr. Chairman, I apologize, I did not get the first part

of the question.
Senator BARTLETT. How many ships are we using, including those

in the reserve fleet, to support our military efforts in South Vietnam?
Mr. GULICK. I have the information, Mr. Chairman. I will be glad

to give you this.
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There is, Mr. Chairman, a total of privately owned ships in opera-tion to Vietnam of 180 broken down as follows: 39 are subsidizeddry cargo ships under time charter; eight are nonsubsidized drycargo ships owned by subsidized operators; 127 are dry cargo shipsowned by nonsubsidized operators; six are tankers. I understand thatin addition to this 180, there are approximately 47 other ships in-volved under different types of charters than a time charter.And in addition to these, the ships from our reserve fleet at themoment total 148. In this operation, approximately five are in readyoperational status and inactive. We broke out originally from thefleet a total of 172. We have now reduced the number to the 148figure.
Senator BARTLETT. All right, Mr. Gulick, the committee will takea short recess and give you time to do whatever you want to do.And then we will hear from Mr. Hughes, Deputy Director of theBureau of the Budget. And with your permission, you will thenreturn.
Mr. GULICK. Thank you, sir.
(Whereupon, a short recess was taken.)
Senator BARTLETT. Mr. Hughes, at your pleasure.

STATEMENT OF PHILLIP S. HUGHES, DEPUTY DIRECTOR OF THE
BUREAU OF THE BUDGET, WASHINGTON, D.C.

Mr. HUGHES. Thank you, Mr. Chairman.
I have a rather brief statement which I thought might be helpful.It reviews both the basic elements of the budget process and our par-ticular action with respect to the Commerce Department budget andthe Maritime Administration budget. It is perhaps 10 minutes long.It might be helpful if I read that if it is agreeable with you.
Senator BARTLETT. I wish you would.
Mr. HUGHES. Mr. Chairman and members of the committee, I appre-ciate the invitation to appear before this committee. My purpose heretoday will be to discuss the Bureau's role and the effect of its opera-tions on the programs of the Maritime Administration, and to outlinethe principal elements of the budget process.
Because of the magnitude of the Federal budget, and the economicand political ramifications of policy decisions, each President has beenintimately involved in the development of budget policy.
The Bureau of the Budget functions as a professional staff arm ofthe President. The President does not delegate to the Bureau the keydecisions in budget preparation. He must participate in every impor-tant budget decision, and personally choose among alternatives pre-sented to him on the programs and budgets of the various agencies.The Bureau of the Budget has the task of subjecting all programproposals—fegardless of their source—a certain review, evaluation,and analysis. The Council of Economic Advisers, and other ExecutiveOffice units, and the agencies themselves are involved in this process.Alternatives in terms of courses of action and funding levels are pre-sented to the President. Detailed information and appraisals of eachalternative are prepared, along with estimates of the likely costs andbenefits of adopting each. In this manner, the Bureau of the Budgetgathers all budget proposals together, subjects them to a critical re-
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view, develops and analyzes alternative courses of action, an
d presents

the alternatives to the President for decision in accordanc
e with his

overall budget policy.
In this review, we are expanding the use of a new syste

m—"plan-

ning, programing, and budgeting system (PPB for short) "—
which is

designed to improve budget decisionmaking by: first, specifyi
ng pro-

gram objectives-more concretely and precisely; second, by the d
evelop-

ment of imaginative alternatives and indepth analytical study o
f these

alternatives; and, third, by performance reporting and the comp
arison

of systems costs with benefits or accomplishments.

In the course of the preparation of the budget, overall polic
y fre-

quently must be modified as economic, military, social, or other 
factors

are brought to bear with the passage of time. There must be a 
con-

tinuing process of evaluation and reevaluation of previous decis
ions.

This activity is reflected in budget amendments, revised revenue
 pro-

jections, and other actions which must be taken to adapt Federal 
pro-

grams to their constantly changing environment.

The budget decisions reached by the President are those of 
an

official responsible to the entire electorate. Thus, the budget is n
ot

ultimately a compilation of proposals by economists, managemen
t ex-

perts, budget analysts, or other specialists. Rather, it is the reco
m-

mendation of the man, who more than anyone else, must represent 
all

citizens and formulate a plan responsive to their needs as he vie
ws

them.
Let us turn to a discussion of some of the factors of particu

lar

interest in arriving at budget policy. As I have already mentioned,

prevailing economic conditions must have considerable impact on the

President's budget policy. If the revenues and expenditures are care-

fully developed in the light of existing circumstances in the economy,

the budget can be an effective device for achieving a balance between

our economic goals of sound and full employment on the one hand,

and stable prices on the other.
Budget policy does not stop with a determination of the most ap-

propriate total for the entire budget. We must weigh the relative

merits of each component program. We attempt to allocate dollars to

the individual programs where their value appears to be greatest, in

view of national objectives. The weighing and evaluation of demon-

strable needs is therefore an important factor in the determination of

budget policy.
Resource costs are of equal importance. Budget policy seeks to obtain

the maximum output from a given input. Benefit-cost comparisons

are helpful in evaluating and choosing between various alternatives.

Such analyses are useful both in allocating between different programs

and in determining the least expensive way of accomplishing a given

objective.
Nearly every national goal is one to which there are several con-

tributors—the National Government, other governments, the private

sector of the economy. Accomplishment toward goals relating to nearly

every objective you can name therefore involves cost sharing. The

optimum formula for cost sharing is a problem of budget policy.
As you are no doubt aware, there have been many discussions over

the past several months between the Executive and the Congress with

respect to the fiscal problems we are faced with. At the time the 1969



49

budget was being developed back in August, the President sent a
message to Congress on the state of the budget and the economy in
which he indicated that the increasing budget deficits oould cause: "a
spiral of ruinous inflation"; "brutally higher interest rates"; unjust
distribution of the war costs; and "a deterioration in our balance of
payments." In the same message he presented an action program in
which there were two basic elements—expenditure restraint, to which
this administration is committed, and an increase in taxes which he
requested of the Congress.
On August 10, 1967, the Director of the Bureau of the Budget com-

municated with each of the department and agency heads by letter
setting forth the basic budget policies that would obtain for the fiscal
year 1969 and providing for a planning figure which would guide
in the preparation of the agencies' 1969 estimates. The Director's let-
ter had been prepared after consultation with the President, the Sec-
retary of the Treasury, and the Council of Economic Advisers with
respect to overall budgetary matters. It stated that:
Federal expenditures for defense an non-defense purposes have been rising

as the Government has striven to meet adequately our international commitments
and the pressing needs of our people. As a result, the overall budget deficit for
the fiscal year 1968 is going to be much higher than we would like. . . . Under
these circumstances new obligational authority and expenditures for both fiscal
years 1968 and 1969 will have to be held to the lowest level consistent with the
national interest.

On September 28, 1967, the Secretary of Commerce submitted his
formal budget request for the Department for the fiscal year 1969,
which included a request of $379.1 million on an appropriation basis
for the Maritime Administration. Meetings were then held with the
acting Maritime administrator and Department staff to discuss the
major program elements contained in the budget request. This was
followed by subsequent meetings with the various program managers
in the Maritime Administration to obtain more detailed explanations.
As indicated earlier, this budget proposal together with those of the
other departments and agencies, was subjected to a careful review
and evaluation. Various alternatives were analyzed and presented to
the Director at a formal Director's review meeting wherein the Di-
rector determines what he wishes to recommend to the President. Sub-
sequent discussions with the Cabinet or agency head and his staff
clarify differences and resolve all possible differences before the Presi-
dent is confronted with the decision. In the case of the Maritime Ad-
ministration, the President approved $355.9 million which was $23.2
million less than the Department's request. This difference resulted
principally from reductions in the estimate of the subsidy cost of
ships to be built and the level of research on surface effects ships.
The agency's initial estimate was conceived on the basis of construc-
tion of 10 large, highly automated and relatively expensive container
ships. The funds provided in the budget assume that some of the 10
ships to be built will be operated on routes requiring smaller, Jess
expensive ships. For the surface effects ship program, it was decided
to continue research on component technology and related economic
studies rather than initiate a prototype development program at this
time.
In summary, while greater expenditures for the rehabilitation of

the Nation's merchant fleet may be necessary in the future, with re-
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spect to fiscal year 1969 several factors dictated conti
nuing the pro-

grams generally at prior year levels:
(1) The overriding pressures of the current fiscal dilem

ma led the

agency heads, the Director of the Bureau of the Budget, and
 the Pres-

ident to plan the budget in a very conservative fashion
;

-(2) In view of this fiscal dilemma, program priorities requir
ed hold-

ing most programs to levels lower than otherwise desirable;

(3) Specifically with respect to the Maritime Administration,
 hold-

ing generally to prior year levels was consistent with the lo
ng-term

efforts of the Secretary of Transportation in behalf of the
 President,

to develop a new maritime program through full discussi
ons with

all facets of the industry, Members of Congress, and with 
inputs from

interested agencies in the administration.
That concludes my prepared statement, Mr. Chairman, and I wo

uld

be pleased to respond to your questions.
Senator BARTLETT. Thank you, Mr. Hughes.
Let me ask if when a directive as to budget guidelines is sent to

 a

Cabinet officer, it is general in nature or whether it sets up guidel
ines

for each agency within that particular Department?

Mr. HUGHES. The former is the case, Mr. Chairman. The budge
t

process in the larger agencies varies somewhat from year to year,

but normally involves the establishment of target figures for the agen
-

cies. These are not firm ceilings in the sense that they cannot
 be

exceeded, but represent an objective consistent with overall budge
t

levels that the President is seeking to attain and maintain. These

figures are given to the agency on 'an agencywide basis and are di
s-

tributed within the agency as the agency head may propose.

Senator BARTLETr. He can up the requested appropriation for one

bureau or reduce it within the general framework?
Mr. HUGHES. That is correct.
Also, Mr. 'Chairman, I think it is fair to say a target is a target.

And if he exceeds the target or if he feels it is essential to exceed the

target, he may come back with a recommendation to do that, but at

the same time must prepare a budget and a distribution of expenses

which will be within the target figure.
Senator BARTLErr. How many people are there in the Bureau of

the Budget?
Mr. HUGHES. There are roughly 500 people, Mr. Chairman. I would

say perhaps 300 to 350 professionals, largely budget analysts.

Senator BARTLETT. When was the Bureau established?
Mr. HUGHES. It was established in the Treasury Department in

1921, was transferred to the Executive Office of the President in 1939.

Senator BARTLETT. What is the size of the budget this year?
Mr. HUGHES. $186.1 billion.
Senator BARTLETT. How in the world could 350 professionals 'pos-

sibly evaluate the need for eaCh department in light of the terrific

amount of money in the aggregate? I must say that I put the same

question to myself frequently about the Appropriations Committees

of the Congress.
Mr. HUGHES. Well, I think that is a very legitimate question, Mr.

Chairman. I can describe our technique in very general terms.
First of all, we do within the limits of our time and ability, try

and become as expert as we can in various program areas. As kind
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of a generalization, also, we are about one deep in terms of specialists
in the major program areas of the Government.
There happen to be, incidentally, about three people who are in-

volved to some extent in the Maritime Administration budget. One of
them is, in effect, the Maritime Administration specialist. The others
work on other programs as well. But beyond acquiring the expertise
that we can, if we are able and industrious and as we acquire experi-
ence, our approach is to probe, to challenge, the agency and the pro-
gram people within the agencies, to test the reasoning behind the
budget requests that they have made, to explore alternatives, to get
them to list their own priorities and their own alternatives, so that
they, who are the acknowledged experts in the various program areas,
have to make sure that they have thought through their problem. In
the same way, they help us to think through our problem which is
the wise allocation of resources. So we use a combination of the infor-
mation and expertise which we can accumulate, their expertise, and
our general responsibility to make priority choices with their advice to
enable us to distribute the budgetary pain as equitably as we can
within a given agency and within the Government at large.
Senator BARTLETT. Now, the need for military funds has increased

terrifically within the last few years. And from what we read, the
Bureau of the Budget did not pass favorably upon every request from
the Department of Defense. But it seems to me in this particular field
where all these billions are concerned that you would have to have a
staff of hundreds alone to make a precise determination, if such could
be made, as to the positive need for any given request.
Mr. HUGHES. Well, I certainly do not want to, at this point, make

a pitch for more Bureau of the Budget staff. We think we do fairly
well in acquiring specialization and some degree of expertise within
particular areas of the budget, sufficient expertise to ask the right
questions of the agencies and perhaps sufficient expertise to enable us
to evaluate somewhat the quality of the answers that we get from
agency staff. We do the same kind of job, make the same challenges,
and try and apply the same tests in the military defense area as we do
in other areas of the budget. And I think at least as a generalization,
our capacity to sort out the truth as best we can arrive at it, to arrive
at priorities as among and between agencies, it is fairly general; that
is, I do not think that we are particularly more or less capable over a
period of time in some areas of the budget than we are in others.
Senator BARTLETT. Do your people go out into the field ?
Mr. HUGHES. Yes; they do.
Senator BARTLETT. I am going to display a colossal ignorance hero

and you are the man I am going to put the question to in public, al-
though I guess I should not—I should find out privately, and I should
have known long before now. In the early days of the Republic, when
the Congress appropriated $1,000 for whatever it might have been,
was there the power at that time within the executive department to
withhold the spending of any part of that $1,000 ?
Mr. HUGHES. The short answer, Mr. Chairman, is "Yes." And if you

would like, I will try and dig up some for instances from fairly ancient
history. I am not able to cite them offhand, but I have a fairly clear
recollection that in the days of, if not Washington, Jefferson, say,
there were some of the same kinds of argument between the executive
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and legislative as there are today in that the President did not spend

money which the Congress appropriated.
Now, that is a recollection, and I would like to have an opportunity

to check it.
Senator BARTLETT. I will not put you to that. You have answered

"Yes." My civic books were not very good or maybe they did not deal

with it at all.
In consideration of the maritime budget, Mr. Hughes, is maritime

considered a defense or nondefense expenditure?
Mr. HUGHES. The Bureau of the Budget deals with the maritime

budget as a part of the work done by a division of the Bureau called the

Economic, Science, and Technology Programs Division, which is sepa-

rate from the National Security Programs Division which deals with

the Department of Defense.
Senator BARTLETT. Now, by way of establishing the clear fact that if

unhappily some other emergency requiring our intervention should

arise in the world, we simply would not have the fleet capacity to trans-

port the needed supplies to a distant part of the world or very close

part of the world, I assume this was taken into consideration in

determining the size of this year's budget?
Mr. HUGHES. It was, Mr. Chairman.
Senator BARTLETT. Is there not a dreadful fear on the part of the

executive branch that there might be an involvement? Where would

we be then?
Mr. HUGHES. Well, first of all, the likelihood of such an event is

certainly a matter of judgment.
Secondly, our capacity to meet the event through some combination

of transport, involving the United States and friendly nations, in some

fashion, or perhaps Department of Defense transport, is also a matter

of judgment. I am not aware that the Department of Defense has

expressed concern.
Senator BARTLETT. No it has not. I can state that most affirmatively

and decidedly. It has not. In fact, a very high official of that Depart-
ment, to the best of my recollection, and it is pretty vivid in this

instance, told the world not too long ago that aircraft could supply the

operation in Vietnam. In this instance, he was over 90 percent wrong—

a long shot over 90 percent. And, of course, foreign vessels might or

might not be available to us. We simply do not know, Mr. Hughes.
And we realize the difficulties facing the 'administration this year,

the huge budget, the deficit, all the dangers that flow from a deficit of

the size projected. We know that all of us must take account of these
very great dangers, but we have another duty, too. And insofar as this
subcommittee is concerned, that duty lies, not only in building up the
American merchant marine so that our commercial interests may be
bettered—we now carry, I think, something less than 7 percent of our
cargoes—but so that we will have suitable ships to aid the military.

And it is a question of judgment in these matters, of course.
But in this connection, one statement in your presentation caused

me considerable apprehension. That is on page 6 where you said, and
I quote:

In summary, while greater expenditures for the rehabilitation of the Nation's

merchant fleet may he necessary in the future, with respect to fiscal year 1969

several factors dictated continuing the programs generally at prior year levels.
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I have two concerns there. One relates to the words "may be." This
would imply on the part of the Bureau of the Budget, it seems clear
to me less than a full belief that this program will positively be neces-
sary. Would you care to comment on that?
Mr. HUGHES. Well, the "may be necessary" was with respect to

greater expenditures, the possibility of greater expenditures. And I
guess the may be necessary" reflects the normal Bureau of the Budget
caution with respect to commitments for future years. I think the
Secretary of Transportation, Mr. Boyd, in various public statements
has in one way or another essentially committed this administration
to a larger program in dollar terms than that now being proposed by
the administration subject to the development of a program which is
viable and practical.
So I think insofar as the "may be necessary" is concerned, the

administration has in effect indicated quite clearly its support for
higher expenditures, assuming a suitable program can be developed.
Senator BARTLErr. Now let me turn to the final words in that, sen-

tence, Mr. Hughes, which I just quoted. You said that the programs
generally speaking would be continued under the budget request at
prior year authorizations. And I ha,d thougiht that this budget request
represented a very considerable slippage.
Mr. HUGHES. You mean for the maritime program?
Senator BARTLETT. Yes.
Mr. HUGHES. No. We regard the new appropriation figures, together

with carryover balances, as providing for a continued level of con-
struction at essentially the rates prevailing in the current fiscal year
and in recent fiscal years.
Senator BARTLETT. Mr. Gulick, if I may, did you tell us that the

carryover was frozen?
Mr. GULICK. The carryover, Mr. Chairman, as represented by the

President's budget message shows a carryover from 1968 into 1969
of $103.3 million from 1969 into 1970 in round figures, $101 million.
This means that as far as we are concerned, we are not to take this
amount of money into our spending plans. The President has said
he wants to carry it over.

Senator BARTLETT. It started with Thomas Jefferson.
Now Mr. Hughes 
Mr.
Now, 

Mr. Chairman, if I could—am I right, Mr. Gulick,
the program level in 1969 is generally speaking, at the level of the
1968 program?
Mr. GuracK. 1969, including the carryover, would be on a compar-

able level with prior years' dollars. Now, of course, the number of
ships is something else because we are now building more sophisti-
cated and higher cost ships. So dollarwise, I think it fair to say that
Mr. Hughes is quite correct that the level is about the same.
I prefer the view, Mr. Chairman, that the action of the 1969 budget

recommendation means simply that we have slipped our construction
program forward 1 year.

Senator BARTLETT. Well, let us look at the figures. The figures dem-
onstrate that the budget approved for this fiscal year is $143 million
for construction, and next year $119 million. Now, let us acknowledge
there is a carryover frozen at the moment. But, nevertheless, by recol-
lection is that you told us yesterday, Mr. Gulick, that even if it were
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unfrozen, we are going to be behind schedule in rehabilitation and

modernization of the fleet; did you not ?
Mr. Gra,rox. Well, Mr. Chairman, we have not presented a budget

in any previous year to my knowledge that would take care of all of

the contract commitments for replacement ships when due.
Senator BARTLETT. Thank you, Mr. Gulick.
Mr. GULICK. Thank you.
Senator BARTLETT. Now, Mr. Hughes, you may have information

relating to the question I am going to ask you or you may not. And

if you do not, I will put it to Mr. Gulick or Mr. Imhoff.
It is a well-known secret that a few weeks ago, the administration

was within hours of submitting to Congress a maritime program

calling for (1) $300 million per year for 5 years for ship construction;

(2) Expanding operating subsidy to additional liner companies

and dry bulk operators;
(3) $25 million a year for research and development; and
(4) A nuclear ship program.
And, naturally, the bill which we are considering now is altogether

inconsistent with the program that I just outlined. Do you know what

caused this abrupt change in policy ? Because to the best of our in-
formation, it was abrupt.
Mr. HUGHES. The short answer, Mr. Chairman, is I do not. I know

the administration collectively, and the Bureau of the Budget, in some
of the earlier stages worked a great deal in an effort to develop a new
merchant marine maritime construction program, and we were collec-
tively hopeful from time. to time that these efforts would bear fruit.
But I am not familiar with the circumstances which have precluded
the presentation of that program to the Congress.
Senator BARTLETT. Neither am I. That is why I am curious.
Now, we have been told, Mr. Hughes, by the Maritime Administra-

tion, no less, that the requested fiscal 1969 maritime budget is merely
a holding action and inadequate to promote the merchant marine as
required by the 1936 act. We have also learned that our reserve fleet
is seriously depleted, and by 1971, we will have only 37 averaged cargo
vessels left. This undoubtedly detracts from our defense and economic
strength. And my view is that this situation is deserving of and must
have greater budget priority.
Apparently the feeling I expressed is not shared downtown.
Mr. HUGHES. Well, I think, Mr. Chairman, all I could comment is

that I do know the Administration has put in a good deal of effort on
the development of a new and expanded maritime program and policy.
But as you pointed out, those efforts have not borne fruit and the
budget level, I guess, is to an extent at least a reflection of that fact.
Secretary Boyd has pointed out the concern of the Administration with
respect to the development of a more enlightened, more modern, more
viable policy. And those efforts and those concerns just have not pro-
duced a program that meets the various tests that are necessary.

Senator BARTLETT. I think I should offer a word of protection for
our friends in the Maritime Administration. I just quoted them, and
they did not volunteer this information. It was dredged out of them.
What I mean to say by that is they did not come up here and de-

nounce the Administration.
Mr. HUGHES. We are not mad at them.
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Senator BARTLETT. Do you care to answer this question, Mr. Hughes;
if not, skip it: Do you think the pending bill is sufficient in amount
of authorized funds to promote an adequate merchant marine for de-
fense and to carry a more substantial portion of our waterborne
commerce?
Mr. HUGHES. I guess I am not qualified, really, to answer that ques-

tion. I think I have already indicated that the 1969 budget level was
essentially, in dollar terms, a maintenance of program levels. You in-
dicated that Mr. Gulick and the Maritime Administration people char-
acterized the 1969 budget as a holding action. I think these may be dif-
ferent terms for the same thing. The language, I take it, you were
reading is from the 1936 act and the consistency of the administration
recommendation with that language is something I think the commit-
tee and the Congress will have to pass on. We are, in effect, maintain-
ing a whole range of programs in let us say, relatively level or even a
cutback position vis-a-vis 1968, all of these to some extent contrary
to the intent, I am sure, of the authorizing legislation.
This is not ia particularly happy position for the Administration or

for that matter, I guess, for the Budget Bureau to be in. But as the
President has seen the needs of the times, it has required that kind
of action, even in programs that the Administration has a very big
stake in, a very deep commitment to.

Senator BARTLETT. Let us turn to that part of your statement relat-
ing to congressional judgment. The House Merchant Marine and.
Fisheries Committee has 'already pronounced judgment. It has re-
ported the bill much in excess in terms of dollars than that recom-
mended by the Administration. And what if this initial congressional
judgment should be carried through by the Senate Committee and
the Senate and the House and by the Appropriations Committees and
by subsequent House and Senate action, would this be a futile exercise?
Would the ghost of Thomas Jefferson arise to haunt us?
Mr. HUGHES. Well, several points, I think, Mr. Chairman.
First of all, this is authorizing legislation and not appropriation

legislation. I certainly would not characterize action, whether it be
'authorizing or 'appropriation action, as futile if it represented the
action of the full Congress. It would be a pretty clear reflection of
congressional intent and purpose with respect to 'authorizing levels. I
think to carry that expression of intent further along would neces-
sitate some kind of 'appropriation action, obviously either in support
of or contrary to the Administration's recommendation. And what the
President would do then, I certainly do not know. That is, if the 'appro-
priation actions by the Congress supported the authorization action, I
do not know what the President's action would be.
Senator BARTLETT. You have referred more than once to the appro-

priation action, and I sense that you apprehend even more than I do
that certain groups having to do with appropriations are even more
anxious to cut the budget than is the President.
Mr. HUGHES. It sounds that way at times, Mr. Chairman.
Senator BARTLETT. Thank you, Mr. Hughes.
Do you have any questions, Mr. Barer?
Mr. BARER. Mr. Hughes, you indicated in your statement that in

August of 1967, the Bureau of the Budget sent to the Department of
Commerce certain guidelines for preparation of their budget, includ-
ing the budget of the Maritime Administration.
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Mr. HUGHES. Yes.
Mr. BARER. Did the Department of Commerce budget recommenda-

tion fall within those guidelines?
Mr. HUGHES. Yes;  it did.
Mr. BARER. If that is the case, why was the Maritime budget cut

further by the Bureau of the Budget?
Mr. HUGHES. The target figures, the guidelines, are not minimums.

They are simply target figures designed to get the overall budget level

as nearly as possible within the total that the President regards as

desirable. It is customary, standard practice, as we review the budget,

to endeavor to make further budget reductions where we think it is

desirable and wise to do so. And this action reflected that kind of

judgment.
I guess I could add that the Commerce Department budget was not

the only one that ended up lower than the target figures.
Mr. BARER. Now, in response to an earlier question by Senator

Bartlett, you indicated the fact that our reserve fleet was seriously

depleted and the mandate of the 1936 act that we should have a U.S.-

owned and operated flag fleet capable of carrying a substantial portion

of our commerce and to serve as a defense auxiliary, these were factors

that were considered by the Bureau of the Budget in arriving at a
budget level for the Maritime Administration. I also got the impres-

sion—I may be incorrect that another factor that entered into the
budget determination was the fact that if an emergency situation
did arise, there was available the option of chartering foreign flag
vessels of, I think you used the term, "friendly nations."
In response to a later question, you said another factor that enters

into the Bureau of the Budget's consideration is the factor of con-

gressional judgment, congressional intent. If the Merchant Marine

Act of 1936 evidences clear intent by Congress to have a strong U.S.-
flag fleet to carry a substantial portion of its commerce and, of course,
at the time the act was passed, we were carrying about 30 percent—

there was concern that that was insufficient—and to serve as a defense

auxiliary, and if that law is still on the books and the Administration

has never suggested to Congress that it be removed from the books and 
iCongress has n just this last session of Congress strongly indicated

in several ways its concerns in those purposes of the 1936 act, and in-
asmuch the 1904 act relating to the carriage of military cargo says
that all military cargo should be carried on U.S. vessels which has
been read into that the exception to the extent they are available, tak-
ing all these factors together, it is quite clear that Congress feels there
should be utilization of the -13.S.-flag fleet. And yet, you consider the
factor of chartering foreign-flag vessels in case of military emergency.
How is that consistent with the clear congressional judgment?
Mr. HUGHES. Well, I think a question arises as how, when and where

the Congress expresses its intent with respect to ship construction
versus dhartering, for instance. I think I would agree with the implica-
tion of your question that the 1969 budget recommendations for Mari-
time Administration are at a lower level than is implied by the 1936 act
in light of Mr. Gulick's comment. I think, however, the statement of
policy in the 1936 act must be looked at in the light of the fact that that
act was passed 30 Tears plus ago, that there has been a great deal of
consideration, not just within the Administration, but within the in-
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dustry and within the Congress in various amendments to the act.
There has been developed subsequent to that some different concepts
for defense, and defense transport that affect the situation.
So that I guess what I am saying in summary is that the state-

ment of policy in the 1936 act must be evaluated in the light of develop-
ments since that time, including appropriation actions year by year
and these other implicit modifications of the policy that is expressed
in the 1936 act.
I think it would be foolish to argue that looked at all by itself, we

are doing precisely what the 1936 act says. On the other hand, it is
quite clear that the Congress has not done in subsequent years what the
1936 act said either, and these must be regarded as subsequent indica-
tions of congressional policy as well as Administration proposal and
policy.
Mr. BARER. Are you really saying that since the act became law, there

have been substantial factors affecting the policy declaration therein
that makes compliance with the clear language of the law perhaps not
appropriate.
Mr. HUGHES. Yes. That is a little blunter statement and a little blun-

ter response than is politic, but I think that is accurate.
Mr. BARER. I am sure the Bureau of the Budget is concerned with

the problem of balance of payments, is that correct?
Mr. HUGHES. Yes.
Mr. BARER. Was that a factor taken into consideration in develop-

ment of the Maritime Administration budget?
Mr. HUGHES. It certainly was.
Mr. BARER. Was President Johnson's statement of, I guess, about 3

years ago—he stated, and I am not sure I can quote it, but I think he
said, even at its present level, the merchant marine earns or conserves
over $1 billion a year in the balance of payments. And, of course, we
were carrying more cargo then than we are now, somewhere over 7
percent. Was that statement taken into consideration?
Mr. HUGHES. Surely. The factors which affect the balance of pay-

ments, of course, are very complex. You have to buy in order to sell,
pretty. obviously. And the net effect of any single act like greater car-
riage in American ships of American goods or foreign goods, for that
matter, the net effect of that on the balance of payments is a pretty
complex determination. But certainly, the potential balance-of-pay-
ments savings were pretty carefully weighed against the U.S. budget
costs and U.S. program policy impact of an expanded merchant marine
program.
Mr. BARER. You indicated that the relationship between shipping on

U.S.-flag ships versus foreign-flag ships and the impact of that on the
balance of payments was very complex. And I am sure it is, but could
you give us a general statement as to the Bureau of the Budget's policy
or judgment as to whether the utilization of foreign-flag vessels is det-
rimental or advantageous to our balance of payments?
Mr. HUGHES. I would like to think about the question a little, get a

little help on it, and amplify this for the record.
I think, generally speaking, that there would be a net gain in

balance of payments from a larger merchant marine and, therefore,
more substantial rendering of services both for the carriage of our
goods and carriage of other countries' goods. But the gain here is by
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no means 100 percent, was the point I was trying to make and for 
a

variety of reasons. And the gain must be weighed against the very

substantial cost in domestic budget terms and in economic effect of a

policy decision to construct additional ships and to expand the mer-

chant marine.
I would like to expand that comment in the record.
Senator BARTLErr. It will be permitted.
(Further information follows:)

EXECUTIVE OFFICE OF THE PRESIDENT,
BUREAU OF THE BUDGET,

Washington, D.C., April 17, 1968.

Hon. E. L. BARTLETT,
Chairmain, Committee on Commerce,
U.S. Senate,
New Senate Office Building,
Washington, D.C.
DEAR MR. CHAIRMAN: During the course of my testimony before you

r Com-

mittee on April 10, 1968, with respect to S. 3016, I indicated that I woul
d expand

my comments in regard to the impact of an expanded U.S. Merchan
t Marine on

the balance-of-payments. In addition to my response appearing in the 
transcript,

I would like to add the following for the record.
In considering the U.S. flag merchant marine and its impact on the bal

ance-of-

payments there are many factors that must be borne in mind. Among t
hem is the

fact that we do not control the movement of our foreign trade, and theref
ore the

exporter or importer is free to choose the carrier of his goods. For th
is reason,

we cannot say that more U.S. flag capacity automatically means 
a one-for-one

substitution in the foreign trade. Secondly, an increase in freight carried b
y U.S.

carriers, as a substitute for foreign carriers, would reduce the pa
yments to

foreigners for freight, but on the other hand, this saving would be 
offset to a

considerable extent by additional port expenditures_ abroad by U.S. shi
ps and

reduced port expenditures in the U.S. by foreign ships. Finally, balan
ce-of-pay-

ments deficits, budget deficits, and inflationary pressures are not 
mutually ex-

clusive problems. Thus, under existing subsidy programs, if we conside
r expand-

ing the merchant marine as a means of reducing our balance-of-payments
 deficit,

we must recognize that for every dollar of reduction we would be ad
ding more

than two dollars to our budgetary costs. The foregoing comments illu
strate why

we do not believe that the balance-of-payments argument provides
 the most

compelling rationale in support of an expanded merchant marine. Th
e Admin-

istration's commitment to the development of a new maritime program is 
based

upon the need to provide a modern, competitive, viable merchant marin
e that

will play a vital role in the future growth and prosperity of this nation.

Sincerely,
PHILLIP S. HUGHES,

Deputy Director.

Mr. BARER. That is a factor that you take into consideration 

Mr. HUGHES. It is.
Mr. BARER. In determining the budget?
Senator BARTLETT. Do you think we ought to scrap the 1963 act

in light of what you said, Mr. Hughes? 
iMr. HUGHES. Scrap s a harsh term, Mr. Chairman. It certainly

seems to me that the Administration one way or another has made
it clear that it thinks the 1936 act should be very substantially amended

and that we ought to seek to support the merchant marine on somewhat

different terms than the 1936 act and amendments authorized. We
would like to see established a program which would more effectively

encourage competition within the industry, both the construction
and the operating industry, and which would in various ways ac-
complish an updating and a modernization of the merchant marine

and of the activities that are associated with it.
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Senator BARTLETT. Thank you.
Mr. HUGHES. Thank you, Mr. Chairman.
Senator BARTLETT. Mr. Gulick, do you and your partners care to

return to the fray?
(Mr. Gulick, Mr. Davis, Mr. Heneghan, and Mr. Imhoff returned

to the table.)
Senator BARTLETT. Let us turn to the Kings Point Academy.
Mr. GULICK. Yes, sir.
Senator BARTLETT. You told us that the objective of the program is

to graduate 200 deck and engineering officers each year. Is that ob-
jective being met?
Mr. GULICK. The objective has been met fairly substantially. In

1965, we graduated 219; 1966, 194; 1967, 200; and in 1968, we estimate
184, a little slippage here, but this is by reason of dropouts and attri-
tion and this sort of thing.

Senator BARTLETT. Do you have any notion of how many of these
people stay in the merchant marine?
Mr. GULICK. We have some small indication, Mr. Chairman. And

I say "small indication" because there is really no positive or error-
free method of determining this. We get our information by sending
out questionnaires. And on the basis of the returns, we get our esti-
mates of those remaining in.
For instance, in 1963, the class was approximately 191. We got 128

questionnaires returned. And of those sailing in the merchant marine,
Navy or Coast Guard, 60.2 percent, or 77 men. In industry ashore, 18
percent or 23 men, and for 1964 with a slightly higher return of ques-
tionnaires, 136 out of 191, we have a total in the seagoing side of 99,
or 72.8 percent, 14 or 10.3 percent ashore. In 1965, the questionnaires
jumped up to 183 returns out of 219 and showed that 180 men were at
sea in either the merchant marine, the Navy or Coast Guard, a total of
98.4 percent, with only three men ashore.
In 1966, the return of the questionnaires was a little less than it had

been previously-138 out of 194. We attribute this to the fact that
so many of the men were at sea. And on the basis of these question-
naires returned, 100 percent were at sea. In 1967, out of 80 question-
naires returned, 100 percent were at sea.
Senator BARTLETT. It is fairly easy for a Kings Point graduate

to receive a commission in the Coast Guard?
Mr. GULICK. I believe the Coast Guard is rather selective in this

regard for the reason, and I am speaking not from any real expertise
in this area, but my understanding is for the reason that their own
Academy is so scheduled as far as graduates are concerned to supply
most of the needs of the Coast Guard. In times of expansion, I assume
they would reach out into other areas and take—I believe they have
taken, in factsome people who are Kings Point graduates into the
Coast Guard.
Senator BARTLETT. As officers?
Mr. GULICK. As officers, yes, sir.
Senator BARTLETT. How much does it cost to maintain a cadet for

1 year in Kings Point?
Mr. GULICK. Today, the average cost per student is slightly in excess

of $5,000. The exact figure for 1967 was $5,090.05-1 think that is
getting a little too specific—to graduate a student after 4 years train-
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ing at Kings Point. This is an increase, interestingly enough,
 from

1960 to where the cost was $3,611.
Senator BARTLETT. The dread blight of inflation has struck 

there,

then, too.
Mr. GULICK. It certainly has.
The figures of $5,000 and $3,000 which I cited, Mr. Chairman, 

are

the costs per year rather than the total cost to graduates, as I stat
ed.

Senator BARTLETT. Does the Maritime Administration give these

boys any spending money?
Mr. GULICK. We do not, sir. We supply them only with a uniform

and textbook allowance. They, however, during their sea year, earn a

seagoing salary. I believe the latest figure is somewhere around $155

a month.
Senator BARTLETT. Thank you very much, Mr. Imhoff, for being here.

We probably will have no more questions to put to you.
(Mr. Imhoff withdrew from the room.)
Let us turn to the State marine schools. You said there are five.

The State, I assume, from what you said, builds the physical plant.

Mr. GULICK. Yes, sir. In each case the State schools are a part of

the normal educational system of the State, maintained by State fluids,

and normal tuition costs as in the case of other colleges, supplemented

by amounts contributed by the United States under the State Academy

Training Act.
Senator BARTLETT. What proportion, if you know, of the yearly

expenses are borne by the U.S. Government for each cadet? What

percentage? I suppose it would differ from State to State?
Mr. GULICK. I do not have the percentage. I have some figures.
For the year 1967, in the California State Academy, the students

paid $198,270. The State contributed a little over half a million dollars,

$592,684. There were also miscellaneous receipts and certain school

funds of $6,020. The total Federal funds were $281,293. The total

operating costs for 1967 for the California Academy was $1,078,267,

which would be a contribution by the Federal Government of a little

in excess of 25 percent.
Senator BARTLETT. Thank you.
In the aggregate, how many students do these five schools graduate

every year now?
Mr. GULICK. The average is a little in excess of 400 students.

Senator BARTLETT. What are the total needs of the merchant marine

for officers annually?
Mr. GULICK. The input of the State academies and the Federal

Academy at Kings Point give us an input of approximately 600 of-

ficers per year. With our present level of shipping plus the ability of

certain unlicensed seamen to come up through the hawsepipe and ac-

quire their licenses on the basis of experience and their own training

availabilities, we feel that the input now is sufficient. This does not

take into consideration the fact that the average age in the maritime

seagoing side of the industry is rather high and, undoubtedly, there

will have to be a greater input in the event of any expansion of the

American merchant marine.
Senator BARTLETT. How are boys appointed to Kings Point?
Mr. GULICK. The Federal Academy Act authorizes nominations by

Members of Congress on the basis of population in the individual
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States. Once nominated, the boys are examined physically, given a
competitive scholastic examination, and their records are reviewed to
determine their aptitude to the American merchant marine. On the
basis of these criteria, a priority listing is established, and the young
men are offered appointments on the basis of their standing.
In many instances, the applicant would have in addition filed for

admission to other Federal academies or to other colleges. Not all
who are offered appointments take them. This means that we then
go down the list in order of attained rank to determine who gets the
next appointment.
Senator BARTLETT. Typically, are there more applicants than

openings?
Mr. GULICK. Quite so. Yes, sir.
Senator BARTLETT. I would say it is a perfectly dreadful situation

if the formula for appointment is leased upon the population of a
State. That leaves Alaska somewhat lagging in comparison with Cali-
fornia and New York, for example.
Mr. G-crLicii. I may say, Mr. Chairman, that in some States—say,

in the middle part of the country which has no great knowledge or
concern with the merchant marine—it is quite customary for the Mem-
bers of Congress to have some nominations left over. And in those 

iinstances, it s also quite customary to take care of boys from other
States who cannot get in under their own State quota.
Senator BARTLETT. I read your message clearly.
As much as anyone else—and more, I suspect, than most—I dislike

making comparisons in any field between the United States and the
Soviet Union. But nevertheless, like most people do, I am going to
come to that right now.
What nations rank in respect to the size of their fleets by way of ton-

nacre and by way of being modern?
ton-

nage 
GULICK. As of February 23, Mr. Chairman, dealing with ocean-

going vessels of 1,000 gross tons and over, but pinned to last June 30
in point of time, the rank in order of deadweight tonnage gave first
place to Liberian ships with a total of 1,423, Norway second place
with 1,371, the United Kingdom third with more ships, but less dead-
weight—the number of ships was 1,928. Fourth place was the United
States if the Government-owned fleet is included.
Senator BARTLETT. Fifth, you said?
Mr. GULICK. Fourth place. Without the Government-owned fleet,

the United States ranks fifth, behind Japan which would then move up
to fourth. U.S.S.R. rates seventh today with 1,362 ships; interestingly
enough, 4.4 percent of the total world deadweight tonnage.
Comparing the United States and the Soviet merchant fleets, the

United States has as of last June 30 a total deadweight tonnage of
26,492,000 as opposed to the U.S.S.R. 10,369,000. Obviously, this 26
million for the United States includes both the privately owned and
Government-owned fleet. If you take out the Government fleet, the
United States has a private tonnage of 14,990,000 as opposed to the
Soviets' 10 million.
In terms of percentage of the world total fleet, on a deadweight

basis, the United States has 11.1 percent of the total; the Soviets 4.4.
Eliminating the Government-owned fleet side, the United States has
6.3 as opposed to the Soviets' 4.4.



62

In terms of number of ships over 9,000 deadweight tons, which is
getting up pretty close to the smallest ship in our category, the old
standard Liberty type, the United States would have 1,783 ships as
opposed to the Russians' 389, which is an indication to us that the
Russian shipbuilding activity and the number of ships in their fleet as
of June 30 last year was aimed at a smaller size ship than those we
normally construct and bring into our fleet.
Senator BARTLETT. That includes our Government-owned fleet?
Mr. GULICK. The number includes the Government-owned fleet; yes,

sir. The private fleet would be around 887 as opposed to the Soviets'
389.
;Senator BARTLETT. Well, we have all read that the Soviet Union in-

tends to become one of the leading, if not the leading, maritime powers
in the world. Is it stepping up noticeably insofar as you know its
shipbuilding operations at home and abroad and its ship operations?
Mr. GULICK. Our indication is that the Soviet is definitely expand-

ing its fleet. But our information also is that it is not expanding at a
rate which would make it overtake the United States, say, in the next
5 or 6 years. We believe that while the Soviets have a very active pro-
gram of ship construction, they are not at the moment in a position
where they will catch up with the United States and, as has been said,
drive us out of business on the high seas.
We are not concerned, Mr. Chairman, in my agency primarily with

an effort to get into a race with the Soviets. We are far more interested
in building up our fleet even with smaller numbers to do a better job
in the competitive world markets, to haul a greater percentage of our
trade. And if we get the kind of competitive ships we think our in-
dustry should have, we think we can hold our own with the Soviets
and with all the rest of the world.
Mr. BARER. Mr. Gulick, as I recall, 1 year ago, Lloyds Register of

Shipping listed the United States as 16th in the level of merchant
shipbuilding.
Mr. GuLicx. Yes, sir.
Mr. BARER. Do you know how we are rated today as to level of

shipbuilding?
Mr. GITLICK. The last figure I have is as of June 30, 1967. And in

that, we were 14th.
Mr. BARER. Do you know what level the Soviet Union is?
Mr. GULICK. The -U.S.S.R. was third with the number of ships un-

der construction in the Soviet Union at that time. This was for the
Soviet 131 as opposed to the 45 building at that time in the United
States.
Mr. BARER. Does the Soviet figure include vessels being constructed

for the use of the Soviet Union outside of the Soviet shipbuilding
yards? I understand they construct some in Norway and some other
places.
Mr. GULICK. They do. This figure does not include the ships con-

structed for the Soviet Government outside of Soviet Russia.
Mr. BARER. The ranking of the Soviet Union as third in shipbuild-

ing excludes, then those ships that the Soviet Union is having built
in foreign yards. Do you have any idea of what they would rank if
those ships were brought into the competition or, to put it another way,
approximately what percentage of their shipbuilding do they allocate
to foreign construction?
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Mr. GULICK. The Soviet, as of June 30, 1967, had a total of ships
under construction or on order of 144.
Mr. BARER. What was the comparable figure for the United States?
Mr. GULICK. The United States had 45. Counting my 'figure of a

little bit ago of 131 under construction in the Soviet Union, this
means that the Soviets were ordering 313 ships from other countries.
Mr. BARER. It would be accurate to say, then, would it not, that the

Soviet Union is presently building ships—and I use that term to in-
clude those that they are ordering outside their own shipyards—at a
rate just about 10 times that of the United States?
Mr. GULICK. Yes. Yes. Now, whether all of these ships are the type‘

that would be competitive with ours, I understand a good number of
these are for their own domestic or their own area transportation sys-
tems where we, of course, do not go. I cannot say at the moment. We feel
that rather than to get into a race with them, we should be devoting
our energies to the building of the kind of fleet the United States re-
quires for its purposes.
Senator BARTLETT. Well, we have to admit that Russia is on the

march.
Mr. GULICK. They are, indeed, Mr. Chairman.
Senator BARTLETT. And they must have a very modern fleet in com-

parison with ours. Would you agree with that?
Mr. G-cr-Licii. The ships which they are building for high seas world

transport in our understanding are highly capable ships. I would agree.
Senator BARTLETT. And, of course, we are referring to a nation that

used to be considered rather landlocked, although it was not literally
at any time, of course.
Mr. Hughes had certain comments to make concerning the 1936 act.

Would you care to advise us of your views regarding this?
Mr. GULICK. Mr. Chairman, I think the simplest and most factual

answer I could give is that as I understand my operation in my particu-
lar segment of the Government, as long as the Merchant Marine Act
of 1936 is on the books, it expresses the will, not only of the Congress,
but of the people of the United States. And it is our duty to administer
that act so as to insure the accomplishment of its objectives.
I have the feeling that Mr. Hughes was largely of the same opinion

and was saying, and I have to agree with this, that in a time of tight
money and many other demands, we are often not able to do as much as
we would like to accomplish.
Senator BARTLETT. When you were giving us the relative figures for

different countries, you included the U.S. reserve fleet. But from
what you previously told us, I take it that we just have to cast that out
entirely regarding tonnage except for that which may be available
after the Southeast Asia adventure is concluded. So as of now, this is
of no importance whatsoever.
Mr. GuLicK. This poses a problem in several areas, too, Mr. Chair-

man. If we eliminate the reserve fleet from any consideration of the
size of the American merchant marine, then it is quite possible that we
raise problems a our membership on various world bodies dealing
with the regulation of various shipping activities, ranging from safety
to the various economic sides.
Senator BARTLETT. Our liner fleet is a subsidized part of our fleet

with respect to construction and with respect to operation, is it not?
Mr. GULICK. Yes, sir.
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Senator BARTLETT. Now, how do you rate our liner fleet in compari-

son with like vessels of other nations? In general terms, is it a good

fleet, a bad fleet, or conservative or sort of an indifferent fleet?

Mr. GULICK. I was looking, Mr. Chairman to see if I had a break-

down by types in comparison with the world fleet. I do not believe

that I do. So I can 
Senator BARTLETT. Well, this is simply amazing. It is true that you

have a big book in front of you, but this is the first time you have been

unable to find something in its to give an answer.
Mr. Gummi. Thank you, Mr. Chairman.
I would, with your permission, like to give an answer from my

own general knowledge. The U.S. liner fleet by and large, even con-

sidering the age of many of its ships, is in my judgment without peer

anywhere in the world. And the new ships being built to serve our

liner needs are without question the best which have ever been

launched, both in terms of their competitive capacity, and the solid,

safe construction that went into them is there.
Senator BARTLETT. Is there any other nation in the world that sub-

sidizes the building or operation of their ships?
Mr. GULICK. To my knowledge, there is no other nation that does

this directly except the Soviet Union which, of course, covers the total

cost.
Senator BARTLETT. Some do it indirectly?
Mr. GULICK. My understanding is, and we have had some studies in

this regard which indicate that there are indirect aids in the form of

tax relief, low-interest loans, some aids in financing, this type of thing.
Senator BARTLETT. Well, that was the answer I thought you would

make because truth would compel such an answer in respect to our
liner fleet. And we can say there that we all realize the circumstances
which make it necessary for the Government to subsidize the building

of some of our ships.
In my opinion, this program ought to be expended. That is, how-

ever, for the moment neither here nor there. But where subsidies have
been applied, they have worked very well and have enabled us to
build up, you tell us, the finest liner fleet in the world, right?
Mr. (imam Yes, sir.
Senator BARTLETT. Well, I think we can conclude on that note.
Mr. Guracil. Thank you, Mr. Chairman.
Senator BARTLETT. If the Senate committee decides to go along with

the House committee, if the House and Senate approve and the Appro-
priations Committees and the two bodies likewise do at later dates,
we will expect you to be fighting downtown like tigers to maintain
the full appropriation.
Thank you.
Mr. GULICK. Thank you, Mr. Chairman.
Senator BARTLETT. The hearing is adjourned, subject to the call of

the Chair.
(Whereupon, at 12:28 p.m., the hearing adjourned.)
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