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SELECTED MARITIME POLICY PAPERS 

PART I 

MARITIME .POLICY DEVELOPMENT IN DOT 

Memorandum of January 20, _ 1967, re: Need for DOT Action 

Memorandum of January 25, 1967, SUfPerr.elti~ January 20 
memorandum 

Memorandum of February 8, 1967, outlining presentation of 
program to the Congress and industry 

Memorandum (undated) talking paper for a meeting with 
Congres·smari Garmatz 

Memor~ndum of February 10, 1967, conversation with 
Congressm·an Garmatz 

Memorandum of February 17, '1967, talking paper for meeting 
with shipbuilding industry 

Memorandum.of February 21, 1967, conversation with 
Lane. Kirkland 

Memorandum of February 28, 1967, conversation with Lane Kirkland 

Memorandum of February 28, 1967, conversation with Joe Curran 

Memorandum of March 1, 1967, proposed action on joint 
Commerce/ AEC /DOD study of nuclear_ merchant vessels 

Memorandum of March 9, 1967, meeting w_ith CASL 

Memorandum (undated) analysis of key program features 

Memorandum of March 28, 1967, Paul Hall counter proposal 

Memorandum of March 30, 1967, outline fo_r the Secretary on 
points to cover in White House meeting 

Memorandum. (undated) summary and status of Maritime Program 
negotiations 



Memorandum of April 5, 1967°, summary analysis of Maritime 
policy and_ program proposals for the President 

Memorandum of April 6-, 1967, suggestions to the Secretary 
for discussions with the President 

Memorandum of (late April 67) by Carl Davis outlining 
·Congressional issues in Maritime policy 

Memorandum of April 7, 1967, analyzes BOB cost estimates 

•. Memorandum of April 8, 1967, for the President outlining 
Mari time policy option.a 

Memorandum of April 11, 1967, outlines current ·tactical 
problems 

Memorandum of April 11, 1967, discussions with Senator 
Bartlett 

Memorandum of April 20, 1967, to the President re: status 
of negotiations on Maritime program 

Memorandum of April 24, 1967, to the Secretary outlines 
needed actions. prior to Secretary's appearance before the 
Senate Commerce Committee on May 1, 1967 

Memorandum o-f April 24, 1967, to Mr. Califano re: status 
of Ma rHimo ProJ,p·ani 

Memorandum of April 24, 1967, to Mr. Califano transmitting 
outlines for discussion with Mr. George Meany 

Memorandum of April 26, 1967, for the President, outlines 
options for Boyd appearance before the Senate Commerce 
Committee on May 1, 1967 

Memoradum of April 26, 1967, for the Vice President, follow­
up on offer to discuss Maritime Program_ with Labor 

Memorandum of (late April 1967), by Carl Davis outlining 
current.Maritime Program concerns of the Congress 
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Memorandum of (early May 1967) outline for discussions with 
Paul Hall 

Memorandum of (early May 1967) reactions of Paul Hall in 
foregoing discussions 

Memorandum of May 25, 1967, re: contact with Thomas 
Rotell, President, Pacific Coast Metal Trades Council 

• Memorandum of June 1, 1967, assigning Maritime policy 
responsibility to Deputy Under Secretary 

Letter of June 16, 1967, from the Secretary of Defense to 
Joseph Curran answering charges 
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Memorandum of June 19, 1967, re: proposed Maritime Perrsion 
Trust Insurance 

Memorandum of June 20, 1967, for the President, outlining 
current situation in Maritime Program negotiations 

Memorandum of July 19, 1967, to the Vice President outlining 
impact of Maritime Program on various industries 

Memorandum of July 20, 1967, explaining mistake in Secretary's 
statement before Senate Commerce Committee 

Memorandum of August 14, 1967, for the President re: Maritime 
Program alternatives 

'Memorandum of August 16, 1967, for the President, reporting 
on discussions with Paul Hall 

Memorandum of August 17, 1967, for the Vice President re: 
current developments in Maritime industry 

Memorandum of August.29, 1967, re: discussions with.Congressional 
leaders on Maritime policy issues 

Memorandum of August 30,· 1967, outlining implications of 
discussions ~ith Congressional leaders 



Ce Memorandum of September 11, 1967, capital reserve fund issues 

Memorandum of September 11, 1967, for Mr. Califano, outlining 
a Maritime Program and transmitting a draft Presidential 
message 

·Memorandum of September 22,.1967,· minutes of meeting with 
Congressional leaders 

Memorandum of Se.ptember ZZ, 1967, outline of DOT ~rogram 
proposals 

Memorandum of September 22, 1967, review of BOB reaction 
to DOT Program 

Memorandum of October 2, 1967, briefing for Secretary for 
White House meeting on October 2, 1967 
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Memorandum of October: 5, 1967, draft proposal for Presidential • 
message on impact' of expenditures restrictions on new· Maritime 

•. Program (not used) 

Memorandum of October 5, 1967, for the President, describing 
Maritime Program 

Memorandum of November 13, 1967, comparing Congressionally 
proposed Maritime _prqpans arx1 DOT proposal 

Memorandum of December 12, 1967, for the Secretary, recommends 
• position to respond to in_quires of DOT reaction to Congressional 
Maritime programs 

Memorandum of Dece·mber 20, 1967, evaluation of current Maritime 
policy considerations· 

Memorandum of January 3, 1968, directing Assistant Secretary for 
Policy Development to assume responsibility for Maritime Program 
development 

Memorandum of January 22, 1968, re: changes in Maritime Program 
• since fall of 67 

~ . Memorandum of January 25, 1968, '9 -funding level 
re:- BOB commitment on CDS 

... 
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Memorandum of January 29, 1968, to Mr. Califano, outlines 
advantages of reorganization plan for transfer of MARAD 
to DOT 

Memorandum of January 25, 1968, outlines current status of 
Program 

Memorandum of February 15, 1968, outlines current status of 
Program 

Memorandum of February 29, 1968, to the Secretary, outlines . 
developments in Maritime Program 

Memorandum of March 4, 1968, same 

.Memor~ndum of March 5, 1968, same 

Correspondence of March 5·, 1968, declines invitation to participate 
in AFL-CIO sponsored meeting 

Memorandum of March 18, 1968, to the Secretary, suggests scope. 
of discussions with Executive Director, Marine Science Council 

. Memorandum of April 17, 1968, outlines development in Maritime 
Program 

Memorandum of April 18,· 1968, ou.tlines Maritime Program future 
alternatives 

Memorandum of April 26, 1968, analysis of AMA testimony of 
April 23, 1968 

Memorandum of April ·27, 1968, compares Hall's legislative 
proposals with Task F.orce proposals 

Memorandum of May 1, 1968, summarizes d1scussions with Commerce 
re: Discussions on Maritime Program 

Memorandum of May 1, 1968, ·for the Presi~ent, joint propos.als 
of Commerce and Transportation re: Maritime Program 

Memorandum of May 2, • 1968, to the Secretary, backg.round for 
White House meeting 

t. 



6 

Memorandum of May 22, 1968, support for Secretary's testimony 
re: nuclear propulsion 

Letter of June 11, 1968, to Garmatz re: role of Secretary of DOT 
in Maritime Policy area 

Memorandum of June 19, 1968, for Secretary of Treasury re: 
capital reserve funds 

Memorandum of June 27, • 1968, re: developments in House 
Merchant Marine and Fisheries Committee 

Letter of September 5, 1968, to the Secretary, announcing 
termination of Maritime Advisory Committee 
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APPENDIX TO PART I 

Senate Commerce Committee Hearings, May/June 1967 

Summary of Statement of Paul Hall 

Summary of Statement of Frank Nemec 

Summary of Statement of Edwin M. Hood 

Analysis of Hood's Statement 

Statement of Ralph Casey 

Press Reaction 

Analysis of Experimental Operating Subsidy Possibilities 

Hearings Before House Merchant Marine and Fisheries Committee 
on H. R. 13940 

Analysis of American Maritime Association Testimony 

Report on Testimony of Acting Maritime Administrator 

Press Commentary . 

Department of Defense "Charges and Answers" Paper of 6/21/68 
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'MARITIME POLICY ACTION 

9Pportunitys There is an opportunity (and a need) for some maritime 

policy action to be taken by DOT. This view 19 based on the considerations 

given below.· 

Current Activities bv Maritime Labor & Indust,;:y: 

The Paul Hall wing of maritime labor, vith support from the AFL-CIO 

Executive Council and most of the.maritime industry is making a drive to 

push two major items through Congress: 
I 

1. An independent ~aritime Administration. 

2. Legislative authorization of MarAd funds by the Rouse Merchant 
K11rine and Fisheries Committee. 

Currently underway are a program of public and private meetings 

eponsored by the "l"F'L-CIO Maritime Trades Department (Hall's group, Curran 

is not a member}. vith speeches by industry and political figures. 

Significan~e: • 

A number of factors give this campair,n more significance than 

• past effort9: 

_ l,. While past union efforts have been l)rincipally oriented for 
1Zl8Ximum public relations effects, this one appears to be aimed at (and 
organized for) a serious. substantive result. 

i 
2. Rep. Gerald Ford's rema~ks at the first session of the program, 

the "legisltttive outlook conference" that the Republicans would "si.i,port 
measures which would revive the :nerchant marine," gives the maritime policy 
problem a high-level partisan twist that it ~~sn't h~d before. 

3, Their efforts seem to be gathering support from previously 
. uninterested co~gressmen (Rep. -Celler for example). 

.. ' 

. I 
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4. Mr. Lest~r Velie's Readers Digest article (Dec. '66) has 
generated a more inten8e public interest, nation-wide, than we have seen 
since D·1TF/MAC days. (We have had about 20 Congressional and \.lhite House 
referrals on it). There is going to be a_follow-on article in Jan. or Feb. 

Administration Problem on Maritirce Actions? 

All this comes at a time when due to: 

1. Forniation of DOT without ~arAd, and 

2. Secretary Connor's departure. 

There is an inability _to act by the part9 of the administration 

w~ich would nonnally be most directly ~oncerned. Best available information 
~ 

is that the people ~,h~nd the union drive are very aware of this power_!S-cuum. 
~~ 

Wear Future Cons~uences: 

The immediate use to which· they intend tQ put all the ~oliticel support 
. ' -... ___ ,.. . 

~d public awareness beingfg~nerated is to .influence the upcoming Maritime 
\.t< ' 

hearings by the Magnusson and Carmatz C0tntnittees. Now, look atttwo con-

trasting. ~ossible outcomes: 

1. If the hearings don't generate much public interest and broad 
congressional support for themion/industry vie~rpoint, then the President 
ean (without fanfare) send over·a reorganization ord~r to place_MarAd in 
l>OT-~hich would then risk only a very small possibility of Congressional re­
jection. This would mov~ MarAd into DOT without placing any encumbering commit­
ment on the administrn\ton with regard to maritir:,e policy or program si2e . 

. This, of course, is the~ _consurn!llat1on devoutly to be wished. 

2. If, however, the hearings do generagte broad congressional and 
public support for the union/industry views, both the "independent agency" 
and "le~islative authorization" measures could be passed. They would be very 

- difficult to veto~ Maritime progrBIT1s tend to come wrappe.d in ed, white and 
blue. are inexpensive related to other national programs, and under the 
probable public relations conditions at the time. would cause considerable 
criticism if vetoed. 

Action Opportunity: 

The foregoing points u~ the need for~ 

1. DOT (with ~1hite House staff blessing) to take the initistive 
on ~aritima policy and proira.~ in a quiet way, but ns soon as possible. 



2. DOT to develop a strategy to prevent' the bearings from 
gen~rat:lng strong pressures for ''independent agency" or "legislative 
oversight," so that a reorgAnization order can bP. smoothly moved at 
en early-date. 
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Present Commerce/Labor proposals now under discussion in BOB/DOT/Commerce/ 

Labor meetings have produced as much as they are going to produce. The 

issues are ~airly well defined and in the program level acceptable 

to BOB and Connnerce as arrived at. The maj9r unresolved issue is 

whether program should be under a restricted policy -- BOB thinks so 

Commerce and Labor do not. 
j 

2. 1 Present round of negotiations should be scrapped but basic program 

, level salvaged. The next round -- final round -- send program from 

- the President to Congress will be in a special message would be 

between DOT and BOB. 

3. Message should include program changes and proposals for reorganization 

combined in one package. In this way President could ty in what 

he wants to buy and what he wants to give awax. DOT should be permitted 

to draw on Comerce capability by detail over on a temporary _bais so 

that eais basic material for message can be drafted and program 

justification prepared. 

4. Secretary of Transportation would be principal spokesman since Commerce 
DOD 

is nee in a state of disorganization and/would not be cRe appropriate 

for civil programs. 

5. Present subsidized construction level would be increased slightly and 

guaranteed for 2-3 years while a temporary study is_made of the 

requirements for shipyard eettsc~tteciea subsidy above this all shipping 

operators domestic and international can build ships in foreign yards 

with all U.S. privileges beginning thisyear. 
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2. The non-subsidized liner fleet of roughly 80 ships would be brought 

under subsidy with new incentive contract which would be considered 

on a experimental basis for 2-3 years.(consider additional new 

operators) When the first of the existing subsidy contracts expire 

decision would bemade at that time whether eke to offer them incentive 

contract or some othe form of subsidy based on experience iR not 

excluding the present parity system. 

3.' Bulk carriers would be constructed partly under the construction 

subsidy and partly foreign construction and given a direct incentive 

subsidy the ~argo preference would be retained but vessels receiving 

. operating subsidy would have to take at world rates because small 

buy American differential. One trade area would be from the Great 

Lakes to the rest of the world. Res Reserve Fleet revitalization. 

Call 'Oberland and find out wkea what Great Lakes people would settle for. 

·Port development, research funds,~ breaking loose nucleus ship proposal. 

4. Bigger moreproductive containerships 

WHY PROGRAM WOULD SELL 

1. Many operators are frustrated with limitation placed on w ship exa 

expansion program by build American policy ant ready to break away. 

2. There is a possibility that Paul Hall and his group would break away 

from the massive opposition that we are presently faced with. 

3. The danger of long term and unwise program commitment by unrestraining 

Congressional action makes it imperative that we do something now. Short 

term addition costs justify long term program gains to the Government 

and the economy. 
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'-c.; FOR OFFICIAL USE ONLY 

The Secretary 

Maritime Program 

Purpose: The purpose of this memorandum is to provide you with 
suggestior:is on presenting your appro.;1ch to a mBritime progr<::m during 
discussiona with Congressiongl people and.the industry. 

Key Points to Get Across: 

-• The real problem is i.:~ck of c1 program. The Administration is 
concerned and wants to do something about it. We are interested 
in keeping l,.1bor force at highest reHlistic level and with nssur-
ing future stability in the industry -- both stability of employment 
and stnbility of service to shippers. -

-Our program would put fleet rene~sl and expansion decisions oquarelj 
up to the industry. We will work with industry in finding copitBl 
(public or priv~te) to permit all operators to replnce old ships 
and to exp~nd their fleets -- once the log jnm on foreign construc­
tion is broken. We will fight to get operating aids as needed for 
this expanding fleet. 

-~ We want to get Government awny from internal aff2.irs of the industry, 
out. of their manngement decision making and BW8Y from influence on 
their labor-n1·-m,1gcment b.:irgaining process. 

•• If we cnn get program agreement we can also get Government R&D support_ 
for innovotions that will add industry modernizntion and ~p~ly 

. American technology to areas where it will improve· competitive position. 

Tactics in Selling Progr~~= 

••• Proposed program has new solutions for problems: ReiterAte that 
Task Force Report is in the scr~p heap. On the other hand. the 
MAC report just won't fly: It costs too much and doesn't solve 
basic problems. 

FOR OFFICIAL USE ONLY 

Executive 
Secretariat 
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•· Present the DOT proposal as a program that you would like to get 
agreement _on~ but you need Congressfonal and industry support in 
the hard job of selling it to the rest of the Government and to 
the toughet· segments ·of industry i,nd 1.nbor. • 

-- Emphasize that DPT proposals nre not set in concrete, but you feel 
thAt it ,is a good basis and that the final details .can be worked 
out if you· c~m get agreement with them.· If this is achieved you 
are ;;I111ng to go to the President ,·md sell the puck;:ige t9 him . 

. / •• You also can and will work st;rongly on getting soma consensus from 

• 

McNam;1n,1 on pec1cetime use of FDL. 

-• You think that the proposed program is a good beginning. It gets 
·-Government ~nd industry Bcross the threshhold ~nd lets DOT act to 

. get things moving . 

• : .. lonce present program gets underway and we get a little experience 
on how it works 2nd wh~:t it costs we can provide for further 
expansion .::ind for adjustment of program features. The importmt 
,thing is to get something ,st:1r.ted and you think with the,ir support 
you c~n sell the DOT progr~m to the President. 

J 

Sp1tus of Progre1m Vis•A•Vis Bure~u of the Bud3et: 

There will have to be some further selling ~t BO~ on the following itemsr 

-~ Providing operating aid to as m~ny ships as th9 industry can find 
c;;ipital to build .:it world prices. 

.. 
~• Revitaliz~tion of NDRF (This will have strong OOD-support, however). 

•• Expansion of the construction program in U.S. yards by about $20 
million per year. 

~- Sending the Magnuson report to Congress. 

PLSitton/IDye:karn 2/8/67 
cc: Mr. Sitton/· 

Paul L. Sitton 

Capt. Dye fv FOR OFFICIAL USE ONLY 
Mr. Mackey . 
Mro Sweeney 
Executive Secretariat-3 

J 
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TAIJnnc P~PF.R ro-n MEETING WITH 
~-TIY·-fAN GAtNATZ -

·n,y POIN!_LQ.t.J2Q!.~ PR_~_@ 

- Fl~et Rcne~al.flnil?tJ?an9ion 

tn order to give ship operator.J tbe option to replace and expand 
thetT fleets at a faster rate than available Federnl funds ~ill 
allow. they qould be permitted to buy as many ehi~s as they \1anted 
at world market prices, for rena~l first. then expansion both 
under the e-xpanded U.S. ~hipynrd program given belou. and in y.ards 
overseas. Ships built abrODd vould require DOT ap~roval of the 
general design snd vould be registered under n.s. flag with 
full priw.l~s;0s. fJOT would figl1t to insure tl1at operating aid 
vould be evailable for a pTactically t1.'\lb1itcd numb~r of ships 
(liners or bulk carriers} -- all that the industry C(mld find 
capital and cargo for. 

ntis put..:5 fleet r~newal and expansion-- and employment levels -: 
squarely up to the induotry vithout any govemment restraints/ 
on ship purel1ases at competitive world prices • 

• !he progrim in U.S. shipyards ~ould be increased to the-l~rgest 
level since the Mariner progrnm. Sufoiidized new construction 
program vould be expanded immediately by 2-3 shil'\8 per year 
(about $20 ~111ion). A ~ajor ccnver~ion and upgrading progTttm 
would be st4rted for NDRF rcvitali~ation (20 AP-5 conversions 
per year over 5 years; about $60 r.'!i.llion per year plun substantial 
Teconditionin! work on returning Victories. 

- ~baidized ~,.n~~jlp.erators brp,1~'1t tmder st!1'st~.I. 

The present unsubsidi~ed liner O!'erators would be given operating 
aid on experimental ba91s usini a new eyste~ for a 3-5 year period. 
If the system works, we vould adjust it and e:tp3nd it to otberg as 
contracts come up for rene~at. If not, try so~ething else or return 
to present system, The Experimental system would be worked out with 
operatora over next tw months and presented to ~r & F C~ittec 
along ~1th the rest ot out pac~age . 

DECLASSIFfED 

. By ~ E.O. ~1~,S~~\\U.\~ 
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- Uew Bull<crs would get Qp,~rat!ng Aid_ 

New bulk canters. built with subsidy in U.S. or without subsidy 
in for~ign yards could have ope.rating aid which "1ou1d enable them 
to compete for con;mercinl cargeon. Sin~e they vould receive operating 
•ubsidy, they vould be required to compete for govQrnrnent eargoeo at world 
rates. They would have a "first t"efusa1° on these cargoes in each 
case if within S·X of the lo-u (world rate) bid. 

- Cargo Pt-eferencP.; 

Ve would not eliminate caTgo preference but would try to Teduce its 
costs_~ The unsubsidi~e.d older ,;hi'ps would be handled under "'Fair 
and Bijason~le" rates as tit present. 

I{••• 

DOT is pr~pared to press &tt'ongly at the White llouse for a nuclear 

., ...... 

. -

Ship Program as part of the total pack.age. If we have industry/Congress 
- agreeJSent on a total program, the nuclear program will be easier to 

sell at the w1d.te House. · -:-

lncreaned F&D -would be funded• ai..~ed nt facilitndng interchange 
of cargo between modes (the port intcrfae~) end increasing ship 
system productivity. Program to be recommended by MarAd's nev 
advisory c~ittee. 

tmtS TO EMPHASIZE 

_ - Our program voul,i put fleet renewal. and e~pansion decisio;s squarely 
up to tba indu~tey. Ve vill vork vith industry in finding c.ap!tal 
(public or pTivate) to pemit all operators to replace old ship~. 
and to expand theiT fleets -- once tbo log jam en foreign construction 
io broken. (We should a19o r~ernbcr t1iat it is Navy Programs tl1at .. 
really support the ehi~ynrds~ We will fight to get operating aids 
as needed for tl1is expan<.ling fleet. 

- Ve.want to get Goverm:nent tNay from intern~l affAirs of the industry, 
ou't·t··,of their mnnagaent decision-t:1aking and tJ1t.UJ.Y from influence on 
thc:tr Jebor-manas~nt bargaining process. 

- '11d., pror,mi should hold jo!'> opprotuniti~s up 110 a high levei~ -
• probably 40,000 or l!tore (compared to e.bout 47 .ooo today and 2q.o-oo 

if present policy continued). A!!lount of industry investment f~r 
expansion would detcmtne the le~l . 

---· • . 
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- Th.is program ehould keep us well ahea~ of the Russian9 ·tn tonnage 
and quality. (Of course, not necessarily in number they build 
lots of s~all ships vhe~e ~ost of ours will be big). 

~ Mavi1tg MarAd into DOT is part of the package. 

- 1.'he program moves ahead on nuclear power and new research. 

- ?IDF.F ravitalize.tion will mP..an substantial· U.S. shipyard activity and 
~ vill provide a ••surge capal,ility" of better quality for 10-15 

years .... 1.r.Ld.. fi;ture "Viet Nam-type crl!Ses can be handled vitb les9 
disn.,,tion of comti·erciel services. 

~~The program would also ofart ~evitali~ation of tbe domestic fleet 
by making their.capital coats cpr,ipetitive with land modes. 

ITEMS ntruROULD ~ LOl!-KTmm 

...-.. 

Avoid tal.lcing ahout t11e Appropriations oversight issue, lt 19 
one of the chaiman's prime inteTeots. as· well as being primarily 
an intcrnnl issue for the Congress. Further, ve have not!).tng solid 
we can say agAinst it that would not imply criticim of the Committee. 

'lhes6 will be dealt with ,on a case-by-case basis, but even- the 
o,.mers don't vant to replace them~ However, if someone wanted 
to build a ~sea-Conch" systea (lnrge ohip with dom.itory eccomodationg 
~d cafeteriag) n~eding little or no operating aid, this program 

.would let th~ dolt's · . 
j ' 

PROO'RA."f mu. !i~ED SOME L!JQISt,ATIVE -Ct!~N~"!!! 

l 

Con.gr~ss1ona1 cooperation is e$Bential and legislative changes v!ll be needed 
for: 

I'.(,~-, • 

- J'ore~\Construct:l.on for u .. s. Tegistry with full U.S. f1&g i,r1v11ege9. 
. ~~ 

-- !xperlt!ental Opet:ating subsidy syst~. 

__ Operating Subsidy for Bulk Carriers. 

~ "First.refusal at ~orld R~tea" concept fo~ goveT0:1ent cargoes on 
• subs14:1ze(1 bullc came.rs. , ' 

- -_Authorit7 to hol~ conycrt~d ships in ~TDP.F at goverrnrccnt ortion fer 
Def~n_se use, ,:ithot1t ~ li.'!) exc ·a.nrse. 

'. ! 

1 
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llOUCB ESTIMATE OF 'PROOFft.M OUTPUT ,......... ' . . ........ 

Item 

Unlimited Operating 
Aid to liners and bulkers 

Vorld F:.ate cargo 
preference 

NDRF ~evitaliiation 

Wuclcar ?rogt'am 

Annual 
Cost 

$40 to $100M 

Saving of 
up to $75M 

4. 

Effect· 

100 to 250 additional new 
•hipa; AOOO to 10,000 nev 
job opportunities·. 

Cargo opportunities for. 
up to 50-60 bulk carriers 

$60M for 5 yrs. U.S. shlpyud work: Defense 
$30M for 2 yrs. surge capacity. 

$SOM for 2 yrs. 2-4 modem• productive 
·wclear ships • 
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MEMORANDUM-OF CCNVE►,SAllON \\TITH: Chairman Garmutz and 

}.ack Drev~•ry, Ch1,3f Counsel of House Merchant Marino and 
Fisheries Committee • 

I outlined n proposed maritime, program to these t-No sontlemen 
edvislng them that 1f the idea appeared to have merit to them 
I was prepared to fight for tt withln the Admin1straticn nnd had 
reasonable hopes for success although I was sure there would be 
some opposition. I ~dvlsed them that I had not discussed th.is 
with anyons. feelinQ that th~ ?-.. -1erchant Marine and 1-"ishoriea 
Committee should have the loadorship in thi$ matt-ar in the C:onQress 
end that th.era v.1as no point in pursuing the program if it dtd not 
meet with their approval in principle. They aoked several questions 
includ,in9 spaciflcally· tho trade area vs trade route concept • 

. Jack Drev,ry is attach$d to the t.rade routs concept but feels there 
-is room fer cons1deraWe flexibtlity. They both inc11catad that U. S. 
shipbutlders could do a battar Job if construction contracts wer-e . 
&warded in flights of 5 ot 6 ships. The most important point in their 
Judgment was that ship;,·ards ba able to plan ahea~ on a firm program 
basis. 

Th~ Incentive subsidy idea on ~ri experi!n.ental basis mot with their 
ganeral approval. Drewry does not feel shipyard objections to 
foreion construction ore insurmountabls~ The idea :of cargo preference 
on bulk carQo for n3w ships being r~lat0c to with.in 5% of L~e low bld 
met with approval so Ion.; as ODS ls paid. . . 

:. Chairman. Garm~tz wantr-?d to know 1f he could hawi an ou.tlina of the 
polnts I mado and I promJ.sed to makci one available to him. He would 
like to t9st out the idea w!th some shipyard people not on the basis 
of <L~!Jggested prog(?lm but on t.'1a issue of •wbat would you bo satisfied 
with in terms of dollars ~nnually for construction or modlficatton work?" 
Ha feels a. S-year program is important for planrung purposes and for 
stability in the industry.· 

.., 
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A cUscussim1 of t.~a p-o11tics of tho situation ensued. l'hsre was 
general a~recment th.:>t Paul lfoll is a vital factor zmd should be 
contact~d first. I promised to keep Mr. Gatmatz advised of the . 1 

indlcat!ons I receive from contacts.· I told him that if indications 
~,ere favorable 1 v-rould b3 prepared to urge on the President approval 
cl the procram and to seek le~1alation by mid summer inclu.ding, if 
necessary, supplemental epproprtations. Both G-armatz and I~ewry 
feel the package 1s m>Jdtorious .,and should _ba pursusd. Cl>rmatz 
talkacl to L11e President last nlght,Feb!uary 81 and attempted to get 
a9reemant Ior a me:ath19 with maritime J.ntercsts. The Presj.dent 
told him to seo me. He \,1as disappointed but not upset at th3 
Pres!dent•s reaction. 

ASBoyd:sm , 
Mr. Sitton / 
Mr. 1 ... 1ackey 

-'•·~•IJ 

Alan S. Boyd 
_., 

.. 
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TALKING PAPER FOR 
. ?!EETINGS wrm SHIPBUI~ 

GENERAL BACKGROUND 
. . 

The shipbuilding industry will not have much interest in the 
features of the pgoram other than in its impact on them. It 
is almost certain that, in spite of the increased program in 
U.S. yards, they will strongly oppose the toal package because 
of the foreign construction con~ept, which they assert will be 
very damagtng to their industry. The facts are that government 
maritime programs plus private merchant marine expenditures are 
a smnll part (about 10-13%) of total shipyard industry income. 
The bulk of the government money go1.ng to the private ship yards 
is from the Navy: their input is about $2.0 billion per year, 
thus our program increase will not greatly increase the industry's 
overall income. Further, at the present time, the yards are busy 
and full of work (mostly Navy work), and are less hungry for additional 
contracts . 

. KF.Y POINTS OF DOT PROGRAM 

Larger Program in U.S. Shipyards, new construction and conversion 

The subsidized new construction program would be increased to about 
18 ships per year in FY 1969. However, you should point out that 
the number of ships, taken by itself, is misleading: These would 
be large expensive ships, a mix of containerships, Sea-Barge 
clippers, LASH and Bulk ships. A better indicator of program 
size is that the new construction phase of the program would run 
out about $150 million per year. This is about $25-$35 million 
above the average of recent years, and $65 million over the S85 
million of the low years. It is only $10 million over the $140 
·million in the ttiixrdili1J10Cisx:tka '68 Budget, however. 

M level program in this 1.150 million per year range would be 
maintained in U.S. Yards. 

Here is a brief picture of recent Maritime appropriations for ship 
constructin subsidy; 

Piscal Year: 1()64 1965 1q66 1967 1968 1969 
(our program) 

Appropriation (NOA:) ·96 111 115 103 140 150 
($Million) !/ 

Ships (contract awards) 15 14 17 13 13 18 
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There would also be a major conversion and repair program for NDRF 
revitalization covering about a five-year period, commencing in FY 
1969. The conversion program would jumboize 20 Victory (AP-5) troop 
transports per year at about $3 million each, converting them to 
standard cargo ships witb heavy lift (70 ton) cargo handling gear. 

The repari program would perform upgrading work on about 150 of the 
Victoey cargo ships now operating under GAA at the time they are returned 
the reserve fleet (estimated tooo in calendar 1969 and 1970). Both 
the converted and upgraded ships would be placed in the NDRF under 
dehumidified preservation. 

The total shipyard program would therefore amount to about $210 
million or more for five years and roughly %150 million thereafter. 

A nuclear program could be in addft:bn· to the above or could be 
substituted for part of the 18 ships package. 

-. ~eet Renewal and Expans1.on 

In order to give ship operators the option to replace and expand 
their fleets at a faster rate than available Federal funds will 
allow, they would be permitted to buy as many ships as they wanted 
at world market prices, for renewal first, then for expansion, both\ 
tunder the expanded U.S. shipyard program given above, and in yards 
overseas. Ships built abroad would require DOT approval of the general 
design and would be registered under U.S. flag with full privileges. 

-OOT wuld'fight to insure that operating aid would be available· for a 
practically unlimited number of ships (liners or bulk carriers) 
all that the industry could find capital and cargo for. 

- Unsubsidized Liner Operators Brought Under Subsidy 

The present unsubsidized liner operators would be given operating 
aid on experimental basis using a new system for a ~-5 year period. 

1/ 
The apparent variance between the ship numbers and amounts of 
money is caused by carryover of funds in some years and by the 
introduction of bigger, more expensive ships in the recent years. 
Our program has 4 bulkers in 1969, which are cheaper, and therefore 
gives more ships for the money . 

tot 
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New Bu?ers would get Operating Aid 

New bulk carriers (built with subsidy in U.S. or l-Tithout subsidy 
in foeign }m3%S yards) could have operating aid which would enable 
them to compete for commercial cargoes. Since they 1mml would receive 
operating subsidy, they would be required to compete for government 
cargoes at world rates. They would have a "first refusal" on these 
cargoes in each ~ase if within 51, of the low (world rate) bid. t 

~argo Preference 

We would not eliminate vargo preference but would try to reduce its 
costs. '11le unsubsidized older ships would be handled under "Fair 
and hanm Reasonable" rates as at present. 

- Nuclear Ships 

DOT is prepared to press strongly for a Nuclear Ship Porgram as part 
of the total package. If we have industry/Congress concurrence on 
a tt total program, the nuclear program will be easier to sell within 
the itli Administration. 

• 4 •• 

Research and Development 

Increased R & D md would be funded. eimed at facilitating interchange 
of cargo beh1een modes ( the port interface) an·d increasing ship • 
system productivity. 

ITEMS TO EMPHASIZE 

- Our program would give the U.S. shipyard industey the largest sustained 
annual income from government Maritime sources that it has had since 
World War II. It vould provide a continuous level of construciton· 
of about 18. ships. Numb~rs of ships to be motXEtm~ constructed is 
misleading as operators are planning to build DQJ larger, more expensive 
ships than in the pest. 

- Ve want to get Government away from internal affairs of the industyr, 
out of the detailed ship design process, out of fit their management 
decision-making and away from influence on their labor-managment 
bargaining process. 

- This program should bold job opportunities up to a high level -- roughly 
13,000 production jobs in shipyards, on a level basis (700 man-years 
per ship~,·and probably 40,000 or more sea-going job opportunities, 
(compared to about 47,000 today and 29,000 is present policy 
continued) . 



• 

• 

• 

'e..i . 

4 . 

- This program should keep us well ahead of the Russians· in tonnge. 
and quality. (Of course, not necessarily in number they build 
lots of small ships where ~ost of our will be sf big). 

-- .-Moving MarAd into DOT is part of the· package. 

- The program moves ahead on nuclear power and new _research. 

NDRF revitalization will mean substantial U.S. shipyard activity 
and will provide a "surge capability" of better quality for 10-15 

_years, and future "Viet-Nam-type crises can be handled with less 
disruption of commercial services . 

:1-: 
.f. 
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MEMORANDU:M OF CONVERSATION WITH Mr. Lane Kirkland, Exec. 
Assistant to George Meany, AFL/CIO • 

Subject: Maritime Program 

Tuesday, February 14, I spent an hour with Lano discussing the 
proposed Maritime program. He was quite enthusiastic arid expressed 
the view that the package contained all the elements for success, 
although he could not express a Judgment on quantifies insofar as 
U. S. construction. is concerned. He advised me, confidentially, 
that Paul Hall has indicated to him he has no objection in principle 
to the rviaritime Administration becoming a part of the Department of 
Tra 1).S porta tion. 
. . 
Kirkland feels the key to this matter is providing a means for Hall to 
disengage himself from the shipbuilding unions. In this connection, 
Kirkland believes it will be important to get at least the assistance 
or acquiescence of som~ of the shipbuilders. He is convinced the 
shipbuilders can have a strong influence over their own unions. 

-~-- - .. 

• 

Kirkland was to call Paul Hall, on a confidential basis, to try,out the 
progTam I had outlined to Hall through Kirkland. He also agreed to 
8Sk Hall not to create any ruckus in terms of resolution, publicity, 
etc. about the lack of a Maritime program at the Federal leyel. 

AS Boyd: sm: 2?,Z o,16 7 
cc: Signer./ ·-

• /s Exe,9-. ecre . 

... cc: Mr. Sitton / • 

'( sgd r Alan S. Bo7-d 
Alan S. Boyd 



• 

l. 

February 28, 1967 
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MEMORAlUXJM OF CONVERSATIOl'l l-TJ:1.rII LANE KIRICI/\ND ✓ 
SUBJECT: l/JL\rt time Prosrant . 

I spent the evening vith IAne K:1rkle.nd. in M1e.rJi Beach. We . 
discussed primarily- Maritime matters. Iene gfX'{e me• a very 
tliorouBh, rundown on the ciu~t 1nvestig~t1011 of Paul Hall 
in connection td. th dtff'iculties on the Great lakes aver a 
period at yea.i's· involving primarily IIowe Banks, vho has been 
one o:r Faul. Hall's ch:t.ef lieu.tenr,.nts. Ie...i-ie cha.res Paul Hall's 
feeling that Paul 1s being :persecutad 1n connection vi th the 
bombing of o. ship belonging to the Upper leJtes Shipping Compnay. 
Paul believes this is related to a deoire on the part of the 
Canadian governnent to eliminate Sea.rarer Union activity in 
Conada which \las orl.e;t.nally headed by Banks. He believes the 
·u. s. Gav'ernment 1s te.klnB far more interest in the labor. 
activities pe11imnins to th:to situation than \lould normally 
be the case been.use ot the ~equest of' the Canadian government 
for active cooperation. • 

Mr. Kirkland stated that he had talked to Mr. Hall subsequent 
to Jl\Y discU!Jsion with Hall about a Miritime progro.m. Hall's 
r esponao i,as en enigma.tic smile. He is no·t eoinz to talte e..ey 
position ao.corclillB to Kirkland, until he has an opportunity to 
see some actuol. figures which he can then compare. With the 
recommendAtions of the Maritime /;flvisory Cormn.i.ttee and the 
Inte1~eency ~sk Force Report. Kirkland'& guess is that 
Paul w:tll feel the nmribe1• of ships to be constructed is too 
small. Purthen10re, Kirkland feels there is no set of circum­
etsnces \lhere'by we can bope to obtain either the nmxtrality or 
support ot the sbipbu.ilding unions. l!e feels that this puts 
Ball in a diff'icult position since the &hipbtd.lding unions have 
supp019ted b1m e.nd bis effort to obtain an independent Maritime 
agency. 

... ... 
J 

l 

I 
I 



I 

• 

• 

Kirk.tend aclv1sca me that Joe Curran, NNU had submitted tot.he 
AFL/CI!O E:tecuti-ve Council a resolution -which 'Would call for 
the conatniction of some 25 cargo lincra, 25 bulk c;arrlero 1 
and 10 paoscnger ships per y-ear in U. S •. shipyards. Kirkland 
is hopeful he can hl:\ve the resolution tabled ,,1 thou.t any action 
being ta.ken on it, but docs no·t know at this stage ot the game 
\lbat ·-will happen. He has little respect ·tor Joe Curran's 
integrity and docs not believe that bin woi·d CQ.n. be counted 
upon. 

I. 

Kirkland advises that th~ approach he took of last year attempting 
to get agreCI11ent among the ur1ions to pend t one ship to be con• 
s t~cted abroed for each t·wo in the United States had. gotten 
absolutely not-1here. We agreed that even were this to be accom­
plished it 'WO\.ud not solve the matter of stren.sthcning the U, s. 
Merchant Harinc sufficiently I because \le could not expect to 
obtain more then appl·oximately 20 Ships :per year under U. S. con-
& truction suboiuy. This 'Would mean only a tota:L of 30 new ships, 
·which in nr., Judcment is not aui'ficient. 

Kirkland feels that it io imperative for the Admtniatration to 
go forward with a. program which it thinks is reasonable. He 
bell eves that a p14 osressi ve program l-1ill cauoe. a Sl)li t 'Within 
labor bet·ween the ?-m1. ti."'Ue v.nionz and the e'.hipbuilding unions 

. and that it "Will fur"~er alleviate ,1b.84t xnight become a pa.rtioan 
po~ ti cal issue next year. 

- Alan S, Boyd_ 
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lmvIORANDUM OF C~ATI0."1 WITH JOE CURRAN 

SUBJECT: Mari time program 

February 28, 1967 

I spent e.n hour e.nd a halt with Joe Curran on Saturday morn1ns, 
February 25 at Mt.Mli Bea.ch. In the course or our conversation, 
I outlined to him the Merchent Narine :proposal lrlhich I • have 
outlined. to others. lie advised me that several years ago the 
Marine ~e;lneers Union ME~BA had gone on record favoring foreign 
construction a.1.though he does not know their present policy. 
He \1SS very cri tico.l of Paul Hall and his efforts to obtain· an 
1nc1.ependertt ?•~ time Ad.ministration • otating that independence 
would be dea.thn this. ca.se, because m.tch an Ac1.ministre.tion -would 
have no voice in the policies oi' government. Re says that there 
1s a great deal of re-thinldng going on among the Marl.time Unions 
relative to their :Position on foreign construction. ~e has no 
qu.al.ms "1hatsoever about foreign construction. He also believes 
the Maritime Ac1rninistration ehould be o. part or ·the Department 
of !Cransportation • 

I asked. him f'or bis views on the proposal I had outlined. He 
commented that 1t was a. very good basis and that llbile be might 
quarrel with the m.unber of ships to be constrtm,ted, he felt 
this \las a 'Worthwhile program. He also believes that we should 
.make some sort of a. start end build :from there. In his words, 
1 t is possible to build a one story house this year and put a 
eecond story on n~'t ye~, but if no effort ie nade to buil.d the 
first story there can be no second story. He indicated that if' 
ve were able to get a program through the Congress at 15. ships 
a year U. S. cons·tructed. 1, he might very \lell be back before the 
Congress next year urging a larger number or ships but he vQttld 
not want that to deter support tor the original number or ships . 
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He olao indico.te.d. concern about :protect:t11g the coastal operators 
~ f0.1'cl.en construction. I told him we would make sane J;)~o­
~ecti ve r.:rrangGUents that \lou.ld. not :permit the ensting opera.tors 
to be tloodcd v.tth tore101 built competition. He rois.ed the 
qu.eation about the future of the nuclear ship SAVAmoo. Xt is 
bis • feeling that the SAV.AN1'1'A1I \10\tld. mrute a very tine f:leh factory 
and that the United States should de.finit~ get into tha.t sort 
ot 'business. Ire stated that he has contracted lli th the mxval. 
~ tectural. firni of Gibbs e..."'ld Cox to devise plane for con• 
vertins the sAVA!mAII into a floetina fish :ra.crtory. 

Be urged. that I t!Uk to Calhoun, President or MESA nnd Sheldon, 
Presi<1e1t or the Master l~.tes ~a Pilots Union. They seem to 
be \1orld.n& toeether v.t th Mt,D on a nuniher of i terns and Ctu-ran 
tbiw.s they ·would probably be recei,ti ve to the p1•oposala -w-hich 

• I have ou:clincd.. He also sugzeated the .. t I talk to Russell 
J3el•s, Presid~t of the Shipbuilders Union, t\lthot\gh he docs not. 
feel there is o:ny hope of setting ·the ~hipbuilders to ~ce to 
toreign construction. 

, , He is cortvincclt that· it the Admirdet~ation goes forwtl.rd ,11th 
• , th~ !)1-0Sl;"am, there llill 'be a s:pli t amoll$ the Unions end that 
: . •. . . ., a. nunioer or lnelnbers of Congress ·u110 'Were not able to aupporl 
'. : • tho Administration l.Mt year wQUld. be able to do so thin ye~ 

. ,• \ \ • bees.use o:t the SI)lit. 

Alan S, Boyd 
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Cormnerce/!illC/DOD Report on Nuclear Merchant Fleet 

1f9n-/ r. b 

As I mentioned in staff this morning, Senator Magnuson has requested 
AEC, M8ritime and DOD for response on status of the nuclear ship report 
which is long over due. The Bureau of the Budget is on the hot seat 
since .they held it up in the White House and are anxious to get something 
moving. They Are agoinst reconnnendations in report and have proposed as 
an alternative that it be rewritten as 3 R&D progrDm but without a 
nuclear ship building progr8m. Their proposed recommendations are attached. 

The Bureau of the Budget would like your views before they cle,~r responses 
to Senotor i1ggnuson. It is my impression that they feel you m~y be 
willing to move away from your previous position. 

Your options dre to (a) st~nd firm on original position; (b) cave-in to 
Burenu of the Budget; or (c) try to find a compromise. 

•

• . A comprombise could be a program of R&D pf lus Aagreement b
1
y thehB_OB to add 

money in udget to contince operation o· SAV NNAH, rep ace t e present 
reactor, .and jumboize the ship to provide effe_ctive commercial use 
(RJlph Casey mentioned this in recent meeting). This would probably cost 
no less 'thnn $18 to $25 million. However, it does represent substantial 

~ fallback from the proposed progr~m of $225 million for the 2-4 large high 
speed nuclear powered ships. 

My view is th3t we should support as bold a program as possible as part 
of the pack~ge you are selling to the industry. It seems to me that 
while it will not sell economically it will sell politically for the 
reason that the SST .:~ctivity in aviation necessitates some parallel 
~.ctivity in the merch·mt marine area .-md combined with the other elements 
of your program it provides the President with a politically saleable 
·merchant marine pack2ge to Dssu~ge industry, labor and Congress. 

Executive 
Secretariat 

. ,r 
...... ... . , ...... ... ..::~i~ ~= ·- ... . 
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If you decide to hold firm it would be advisable to touch base with the 
Joint Atomic Energy Committee (present Chairm.~n, Sen.ntor Psstore as ·well 
as Chet Holifield .also on the Committee) who, I understand, have opposed 
this development program. You t!klY wish to enlist Senator M::ignuson' s 
support in this effort rather than to do it directly yourself. 

I understand.M.'.lgnuson h~s been in touch with the White llouse on this 
. subject also. 

• Attachment 

• PLSitton:kam 3/1/67 
cc: Mr. Sitton 

, Executive Secretariat-3 
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The Department of Commerce and the Ato:nic Energy Commission should 
I . 
proceed in an orderly fashion with a research and developoent 
• l 

program looking to economically competitive nuclear-powered merchant 

I 
s?-fps. However,· such a program should be initiated on the ·basis of 

and carried out in accordance vith a plan and time schedule explicitly 

justified by technical and economic studies. 

I~ it appears subsequent to initiation of a research and development 

program (of the sort ~escri~ed above) and prior to its completion, 

that legal, institutional and labor problems may stand in the way of 

the economic use of nuclear power for the merchant marine, the 

Government should conside~ the feasibility of building a nuclear­

powered ship, using the best. technology then available, to obtain 

additional operating experience to assist in resolving these problems. 

Since the economic potential of nuclear power for merchant s~ps 

depends on an integrated approach to vessel and cargo operations, the 

-Department of Cormnerce should undertake research on improved cargo ,, 

handling systems . 

. . . . - ·- -:- ~ -- .... 
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OFFICE OF THE SECRETARY OF TRANSPORTATION 
WASHINGTON, D.C. 20590 

!967 

MEMORANDUM OF MEETING WITH CASL PRESIDENTS AND ASSOCIATES 

Secretary Boyd, accompanied by Paul Sitton, met with the Presidents of 
the CASL lines and their associates, March 7, to discuss the proposed 
maritime program being developed by DOT and to respond to a series of 
questions outlined by the CASL group in an earlier letter to the 
Secretary. A copy of the letter, the questions and suggested responses 
are at.tached. 

The meeting began with an initial explanation by Secretary Boyd of what 
he was attempting to accomplish through the proposed maritime program. 
He proceeded to answer a number of the questions in the CASL outline 
along the lines as shown in the attached paper. However, because of 
time restraints, Frank Nemec {President of CASL) asked that CASL 
members be permitted to pose selectively the questions of greatest 
interest. D_uring the discussion, additional questions arose to which 
the Secretary responded in the following manner: 

Labor Relations -- CASL members expressed concern over present 
labor-management relations and urged a more active role by 
Government in rationalizing maritime labor issues. Mr. Turman 
suggested that one approach would be that outlined in H.R. 5638, 
which would amend the Railway Labor Act. Secretary Boyd stated 
that his discqssions with labor representatives left him with 
the impression that they were agreeable to the establishment 
of work rules and crew sizes for vessels prior to the time they 
are brought into operation and that major issues could be resolved 
through the collective bargaining framework. However, Secretary 
Boyd .offered to take up with Secretary Wirtz the question of 
maritime labor relations which CASL raised. CASL is to provide 
precise suggestions to the Secretary for his guidance as to their 
views. 

Wage Review Board -- CASL has pressed Commerce and MarAd to 
move ahead with the Connor wage review board proposal now pending 
for two years in the Department of Commerce. They indicated that 
Gulick stated that Secretary Boyd had asked that the matter be 
held in abeyance pending resolution of maritime policy issues. 
CASL is anxious to have the review board established as soon as 
possible. Secretary Boyd stated the matter was under review. 

I.,, 
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Operating Subsidy -- Secretary Boyd stated that SARK had been 
engaged as a consultant to work with DOT staff in developing 
a revised operating subsidy plan. CASL staff should contact 
DOT staff to give their views. 

Shipyard Subsidy -- Mr. McNeil urged consideration of a direct 
subsidy payment to the shipyards in lieu of present subsidy to 
operators. DOT will review this alternative. 

Cruise Trade -- CASL asked the Secretary not discard entirely 
_the passenger ship promotional program since increasing cruise 
trade offers an alternative with balance of payment advantages 
and under proposed system ship operating crews would be eligible 

·for subsidy. Foreign employment would be used in the hotel trades 
and&1ips could be constructed abroad. Secretary Boyd viewed 
this program as one on which industry and not Government should 
take initiative. 

-- Mortgage Insurance -- CASL members raised questions as to whether 
insurance (Title XI) would cover vessels constructed abroad and 
argued that it had favorable balance of payments impact. DOT will 
look into this matter. 

There was general receptivity of broad concepts presented in DOT package 
and CASL desire to follow program as details are developed. 

Attachments 

\. 
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Decisions Needed Before Program 
Paper can be Written 

Program Level 
• ff?✓ \'.\(\ I 

~ ~~// • 

Ships in 5 Year 
U.S. Yards Fed. Costs 

Option 1 18 $2.4B 

Option 2 30 for 5 Years, $2.BB 
then 25 

Option 3 25 . ,. $2.6B 

Current Program 13/14 $2.0B 

(Recommendation: Option 2) 

Pro~ram Feature Alternatives: 

1. Shipyard subsidy scheme: 

Alternative a.: Expand present CDS system • 

10 Year 
Fed. Costs 

$4.SB 

$5.lB 

$4.9D 

$3.8B 

Alternative b;: Operators and Yards come to govennnent with 
proposals to be judged on basis of productive capability per 
subsidy dollar. 

Alternative c.: System proposed by CASL: Set shipyard subsidy 
rates for each major ship type. Yard does design work and sells 
customer at competitive price (customer has option to build abroad). 
Subsidy paid directly to Yard. Any operator can· purchase the ships. 

(Recommendation: The CASL proposal, Alternative c: It is simpler 
than b, better than a. and has the strateg~c sales advantage of 
being an industry proposal). 

2. Cargo Preference: 

Alternative a.: New subsidized bulkers get cargoes if within 5% 
of low world market bid; old ships use "Fair and Reasonable" rates 
as at present .. 

Alternative b.: All ships under F & R rates. New subsidized bulkers 
would have a F & R rate computed to be at the world rate. 

- . 

.j 
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(Reconnnendation: Alternative b. the industry people affected 
are dead-set against a. Alternative b. would accomplish roughly 
the same end. The "5% over world rates" feature is not an 
imp·ortant enough part of the program to warrant risking serious 
·opposition in order to keep it.) 

3. Nuclear Ships; 

Alternative a.: Magr;.ur.;orr·: 1>roposal. i.e., 2-4 new ships .. Keap 
Savannah in operation for interim training. 

Alternative b. t Upgrade Savannah and hav~ an AEC maritime reactor -... 
program ashore. 

. . 
Alternative c.: One neWf nuclear ship plus Savannah. 

(Recommendationt Alternative a. this would make Sen. Magnuson 
and _the House Committ~e happy, and would put the problem in the 
laps of the nuclear program's proponents in_ Congress) . 

i 
.. ! 
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MARITIME PROGRAM 

l{Md,~L 
f"h~2-F- 11,7 

1. Construction-differential subsidy is to continue for presently 
suhsi di zed Ji oer .vessels at the current rate so as to enable. that segment 
to build _!1. vessels per year. 

2. Construction-differential subsidy is to be provided for the 
replacement of the total tonnage and capacity of the existing unsubsidized 
liner fleet. At present, approximately 100 such vessels exist. They 
should be replaced at the rate of .1.Q.. per year for the next five years, 
and all are to be built at U. S. shipyards. 

3. Operating subsidy should_ be extended to the companies presently 
operating these 100 liner-type vessels. 

4. Construction-differential subsidy is to be provided so as to 
insure the attainment of au. _S. dry-bulk fl~et capacity sufficient to 
carry 30% of this country's dry-bulk export/import commerce. This should 
begin with a minimum construction program of 3 :v.e.ssels per year for five 
years. All vessels are to be built in U. S. _shipyards. 

5. The design of the above-mentioned bulk cargo vessels must be as 
standardized as possible to insure the lowest possible costs of ship con­
struction, but at the same time to insure maximum productivity and 
efficiency for competency in the world market. 

6. Operating-differential subsidy is to be extended to newly con­
structed bulk carriers under the cost-parity principle. 

7. Government support is to be made available for the carriage of 
proprietary cargoes as well as for other dry-bulk cargoes. 

8. Administration of the cargo preference laws is to be given to 
the Maritime Administration. 

9. Thirty (30%) percent of all petroleum and petroleum products, 
molasses and sugar which are imported by virtue of the granting (by the 
Federal g~vernment) of licenses and/or quotas is to be carried on U. S. 
flag vessels. 

io. A comprehensive investigation should be made of passenger services 
with a view to improving the competitive and economic position of 
American-flag passenger lines. 

11. Regulations should be adopted to control foreign-flag ships 
cruising from the U. S. to nearby cruise areas . 

I,;..., 
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- -· · 12. The House Merchant Marine and Fisheries Committee should be 
permitted to pass on all Congressional authorization of Federal maritime 
funds, including those governing construction of subsidized merchant 
ships. (H.R. 158) 

• 

• 

13. An independent Federal Maritime Administration should be 
created in order to effectively deal with the revitalization and ex­
pansion of the U. S.-flag merchant marine. (H.R. 159) 

14. Federal aid must be provided for the development, construction 
and operation of nuclear-powered merchant ships. (H.R. 160) 

15. Tax-free construction reserve funds must be established to 
enable operators to replace and modernize the domestic fleet. 

16. Title XI assistance pr6cedures should be revamped so as to 
insure that applications are expeditiously handled. 

17. Efforts should be made to increase the cargoes reserved to 
U.S.~flag vessels by enforcing the 50/50 statutes and increasing the 
American-flag percentage. 

18. The building of vessels for the domestic trade should be 
further encouraged by changing the I.C.C. rulings permitting rail-rate 
differentials to areas where there is water competition. 

19. The Department of Defense should be encouraged to make .long­
term charters on nonsubsidized vessels to meet their basic long-term 
require~ents. Such a policy with respect to tankers could result in 

r more tankers being constructed in U.S. yards . 
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Outline of Poin~s to Cover in White House 
Meeting on Mnritime Policy 

Paul L. Sitton 

Secreta·ry Boyd 

(1) As an introduction repeat mandate for seeking a program with 
-·general acceptability to government, industry and labor; and 
·which can be accomplished at least cost to ~he public. • 

. ,, ' \ . . ,• 

. _.,. ~: 

List people and organizations whom you cont.:ict.ed. ·This list 
·1s Bttached. Y~u may also indic3te that ·in subsequent discussions 
with.individual members of AMA and the tramp owners_associatioQ 
. th~lt _3 more reason_1ble attitude on their pnrt might be forth_coming 
although they ha~e e~pressed strong opposition to program. 

Summ~rize the conclusions growing out of your discussions which are 
that: 

Opposition to foreign construction ·1s· "an act· of bith'.' of the 
ship builders I shipyard unions and ·the Maritime Trades 
Department. .. . . .. 

The ~omplexities of· the problem involved in opening the·cabot~ge 
: laws are so great that they should be approached very _carefully. 

• . ._--A lo-ng-term evolutionary program is more ~ttractive to industry. 
• tha·n an immediate radicr11 departure. 

The politic~l reaction to the proponed l3y-up of the SAVANNAH 
gives some measure of the attractiveness of the nucle<lr develop­
ment progr,1m in the maritime are,1. 

Industry management hns become more realistic over the past several 
years and accepts the inevit3bility of change. 

The continuing opposition to the program ~y certainll~bor groups 
is closely tied to the internGl politics of AFL-CIO . 

.. : 
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(4) Call attention to the fact th~t the program you have outlined is 
not justified from the st3ndpoint of economics or derived from a 
rn'efully conceived position as to the Viilue of the U.S. tnerch-,:mt 
marine to. the Govcrnm~nt and the l'fr,tion. Its prit1cipDl attr,"ctive-­
ness is more sociologic.::l and politic-:il in nature J i.e., gu-:u·-~intee 
of m.:1ritime labor e·rnployment levels on ~ .relatively constant but 
slightly declining level during the next ten years. If such~ 
program can ~chieva lsbor stability in the maritime industry, the 
result could beuntold benefits in eliminJtion of costly strikes 
and an improved climate for reduced mnnning abo~ird U.S. vessels. 

I 

(5) the prognm is timely in that the current obsolescence of our fleet 

(6) 

comes ct a point when improved technological breakthroughs are near 
at hand; '--

•• containerization; 

<!-• integration-of total cargo movement; 

•· foreign investment ~re he~vy in convention<ll shipping thus 
-making it difficult for foreign competition to adjust tone~ 
technology. 

The emphasis on broadening U.S. fl~g fleet. to include bulk cnrri~ge 
provides one of the more cheaper w.:1ys of increasing percent.'.'1ge of 
U.S. foreign trade carried by U.S. flag vessels. This has little 
direct economic value but would reduce pressure for expanding in 
cargo preference if combined use of cargo preference outbound ~nd 
commerc1Dl cargo carri~ge on other leg of journey can be realized. 
Our conversations with tramp operGtors indicate this is a distinct 
possibility. 

(7) Submission of the progr,im .gt this time will reduce substantially the 
emborr~ssment now fucing the President, who olong with President 
Kennedy promised~ new maritime program. The Congress is especially 
unhappy with the failure by the Administration to propose a progr8m. 
Congress would like to get off the hook ctnd isrenching the point 
where it will take m..-.:itters into its own hands. The result would f.:1ce 
the President with the awkw~rd dilemm;.1 of whether to veto a program 
on which he w~s not prep~red to state Administr~tion alternatives. 

(8) The:re is a distinct possibility that nmritime labor in alliance with 
the Republicans could make this question a political issue in the 

" next election. If the Mi.~dtime Trades Dep-ntment of the AFL•CIO, 
which is engaged in this maneuver can swing enough weight in the l~rger 

r' 
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organization (another distinct possibility) this may be the result. 
The Cubinet Committee should know of the sustained and continu.ing 
efforts of Paul Hall to enlist political ~upport. 

(9) While the progr;.;1m is expensive in an obsolute dolL1r .:1mount (an 
incre~se of 3bout $1.4 billion over~ ten-ye~r period). it brings 
certain indirect benefits which if meJsuted could be a significant 
offsetting factor. Such items include reduction in: 

•~ cargo preference rate differential; 

•• social cost of domestic cabotage; 

•• improved militory sea lift ··capilbility; 

•· hope for longer ... term bbor stability and crew size rf.ltional_ization; 

•• reduced pressures for incrensing cnrgo preference and quotas 
on conur..ercial imports; 

•• mitigate politic~l opposition to FDL ·progr~m. 

There is a strong possibility that progr0m· cost will not re~ch 
projected level since c.ertjin 8ssumptions ~re included that program 
expansion is dependent upon ability of U.S. operators to get capital 
-for ship construction and to improve the sh~re of their carriage of 
U .s·. flag cargoes. The Government program tnt:!rely prov:i.des industry 
with an opportunity to t~~ke ~1dvant.Jge of Government aid. 

Attachment 

P·ul L .. Sitton 
Paul L. Sitton 

- PLSTtton: kam-3730/6 7 
cc: Mr. Sitton 

Capt. Dye 
Executive Secretariat-3 
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List of Individuals and Organizations Contacted 

Congre.ssional 

Sen. Magnuson 
Sen. Bartlett 
Cong.· Boggs 
Cong, Garmatz 

Labor 

Paul Hall 

Joe Curran 
Jesse Calhoon 
Lloyd Sheldon 
Lane Kirkland 
Ray Murdock 
Alvin Shapiro 
Russell Berg 

Management 

Frank Nemec 
Stanley Powell 
Joe Andreae 

, Solon Turman 
Ralph Casey 

• Board Members 
Donald Holden 
Mike Klebanoff 
Richard Kurrus 
Jack Coakley 

Cong • . Downing ,,. 
Cong. Paul Rogers 
Jack Drewry, Chief Counsel, House 

Merchant Marine and Fisheries 
Committee 

Pres., SIU and Maritime Trades 
Dept. , AFL/CIO 

Pres.·, NMU 
Pres., ME.BA 
Pres., MMP 
Executive Assistant to George Meany 

·: -SIU - J\ndrew Furseth Foundation 
NMU 
Pres., Boilermakers, Iron Shipbuilders, 
·:: .. Forgers and Helpers 

• Pres., Lykes Bros. Steamship Line 
. Pres., Matson Navigation Co. 

Humble Oil (tankers) 
Chairman or the Board, Lykes Bros. 
Pres., AMMI 
AMMI ~ 

Pres., Newport News Shipbuilding 
Chairman, American Tramp Owners Assn. 
Washington Counsel £or ATSA 
Pres., United Tankers Co. (ATSA) 



• 

I 

• 

• 

Sylvester ·Rothschild 
Eric Holzer 
Morris Feder 
Bill Kohler 
Al Segal 
Braxton Carr 
Edwin Hood 
·Frank Ichard 
Subsidized Operators 

; . 
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Blidberg-Rothschild (ATSA) 
Pres., P.merican Union Transport (AT&~) 
Maritime Overseas Corp. (ATSA) 
Lake Carriers Assn. 
American Trading and Production Co. 
American Waterways Operators 

• Pres., Shipbuilders Gouncil 0£ America 
American Petroleum Institute 
Presidents of CASL con2panies 
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The Problem: Existing ~rchan·t Marine and Shipbuilding Policies. Present 
policies have resulted in a jungle of direct and indirect subsidies 
that are paid to ship operators and shipyards, costing the taxpayer 
in excess of $400 million per year--a.~d in spite of these the fleet 
continues to age and shrink and the shipyards become less competitive. 
(Average age of ships is 19 years; over 600 of the roughly 950 were 
built under· the World War II crash progrmns). U.S. ship prices have 
gradually risen to 210% of foreign prices and difference must be sub­
sidized if ships are to be built, due to protectionist policies requiring 
U.S. construction, in order for ships to qualify for subsidy and domestic 
service privileges. This policy, established in early 1800's to 
encourage shjp construction industry, is today irrelevant because 
the u.s. has one of world's largest and busiest shipbuilding and 
repair capabilities: over $3 billion of government money went into 
government and private shipyards and their marine equipment suppliess 
in FY 1966--$2.7 billion from the Ifavy as contrasted to only about 
$300 million for merchant ship construction•(subsidy plus private· 
matching funds). The private shipyard industry, with over $1.5 
billion of Navy business, does not· stand or fall on marginal changes 
made in the merchant ship construction program • 

Alan Boyd's Proposed Maritime Progr~~, briefly described in one of the 
.attached papers, would: 

Replace costly indirect subsidies for ship operators with 
·direct subsidies and thereby place nearly all of the U.S. 
1'2rch.ant Marine that carries foreign trade under similar systems. 
Some new operators would immediately come under subsidy. 

Provide a separate and expanded subsidy progrmn for shipyards 
under which they could compete in the construction and sale t';.-~- .: .• 1~··. 

-

of merchant ships at world market prices. This would mean a 
subsidy increase of about $100 million per year over present 
program--nearly a doubling. • 

Allow a limited amount ·of ship purchases in foreign yards by 
U.S. operators to provide for early replacement of over-age 
ship group without e.~cessive extra cost to government in an 
already heavily government-supported industry and without 
creating a level of shipyards activity geared to merchant· 
shipbuilding that would be impo3sible to maintain under future 
subsidized prograos. 

Expand Mar iti.roe R&D support and add a nuclear power develop­
ment program . 

. I 
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Upgrade the reserve fleet by conversion in U.S. shipyards 
of about 100 unneeded. troop transports to cargo ships in 
order to meet defen~e "surge requirements ... 

2 

-- Move the Maritime Administration into the Department of 
Transportation to allow proper balancing of all promotional 
programs and consider.ation of t:ransportation on an integra-ted 
basis. 

Estimated results of Boyd's proposed program would include expansion 
of the fleet from toda}'s 14.5 M DWT to 21.6 M DWT in first ten years, 
a reduction in the cost of subsidy per ton carried from $12 to $51 

stabilized or expanding employment levels. Annual total subsidy would 
run about $500 million. 

Present Status. Alan Boyd has completed an extensive dialogue with 
industry, labor and relevant congressional committees aimed at gaining 
acceptance of his proposed progran. There has been a considerabl_e 
amount of negotiation in this process and agreement has-been obtained 
with most of the maritime industry and much of maritime labor. 

The sole remaining issue blocking full agreement is whether or not to 
permit u.s. ship operators to purchase some ships in foreign-shipyards 
for registry under u.s. flag with full privileges--the so-called 

• "foreign construction'' issue. While the opponents of foreign construc­
tion also continue to oppose placing the Maritime Administration in 
the De.vartment of Transportation,_ this opposition would disappear if 
agreement was reached with them on a program. 

Support and Opposition. The proposed program (including foreign con­
struction) is supported bx: American Merchant Marine Institute, 
Committee of Arrerican Steamship Lines, Great Lakes Shipowners, the 
National Maritime Union and two major officer unions, Masters, Mates 
and Pilots and Marines Engineers Beneficial Association, the non­
eubsidized liner operators and the more progressive shipyards (Lock-

-heed, General Dynamics, Litton, Avondale and National Steel). The· 
program is opposed by: Paul Hall and the Maritime Trades tepartment 
of the AFL-CIO, a small number of independent tra~p and tanker operators, 

. and older shipyards such as Bethlehem, Todd and ~wport Nows. Opponents 
have effective political influence in Rouse Merchant Marine and 
Fisheries Committee. In general, C,ongressmen from shipyard districts 
hale political difficulty over prospects of any foreign ship construction, 
even when connected with the much larger ship construction program in 
U.S. yards that ispt;q>osed. Opponents recognize.that program is at 
impasse and are anxious to find a compromise. 

The Future. If a satisfactory compromise cannot be found, the proposed 
program will probably die in its present ''proposal" form and with it 
will go (for at least a couple of years) the opportunity for maritime 

.,.... .. 
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renewal and expansion Yhich would have enabled both ship operators and 
shipyards to take advantage of the technological revolutions that 
are ta.king place in their fields. Also lost will be the activity in 
the steel and marine equipment supplier fields that would have re=­
sulted from the additionnl roughly $200 million per year (about $100 
million in. subsidy plus about $100 million in matching private funds) 
that the program proposes to invest in construction in the U.S. private 
shi.pyal·ds. • • 

If a reasonable compromise can be obtained in the immediate future 
(sample: Allow foreign construction for five }'ears, then re-evaluate 
its effect on shipbuilding industry before continuing with it) and 
substantially full agcee~ent is obtained, then program could be·sent 
to Congress this session. However, •if not done soon, it will be over­
taken by the priorities for the Vietnam wn.r .and programs for the problems 
of the cities. • 
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MARITIME POLICY AND PROGRAM PROPOSALS 

Background of Problem 

Federal maritime subsidies have risen from $65 to over $400 million 
annually in last 17 years. Yet over 70% of the active U.S. fleet 
is of World War II age and fast approaching obsolescence. ~eplacement 
in U.S. yards would cost the Federal Government about $5 billion in ship 
construction subsidies. Government· cargoes make up about 60% of U.S.­
flag carriage which underscores its limited role in our commercial 
ocean trade. 

Traditionally unstable maritime labor relations are made worse, ship 
automation and reduced crews are diffic.ult to achieve, because of 
uncertainty of long-range Government support commitment for this 
pr6tected industry. Labor opposes policy changes, fearing austere 
program levels. 

Past Federal efforts to formulate new program have failed. Industry 
wants expanded subsidy and more protected cargoes but is reluctant 
to accept policy reforms -- 3 major Federal studies completed since 
1963 have failed to create mutual basis for agreement between. 
Administration, industry and Congress. 

Defense's FDL program is in serious trouble in Congress. Much of the 
opposition to it is apparently based on maritime industry fear that it 
competes with the merchant marine .. Absence of an Administration 

• 

maritime program confirms this, in industry's view. 

The Current Status _____ ...;;;;.... ____ _ 
,. On February 1 the Secretary of Transportation was directed to seek 

agreement on a maritime program embracing policy reforms which could 
win acceptance from industry and its _Congressional supporters at the 
least added cost to Government. The program concept gives industry 
the opportunity to renew and expand the fleet -- and the responsibility 
for developing increased profits and emplo~ent levels. Features of the 
pro gr am a re: 

Separate subsidy programs for ship operators and. shipyards in lieu 
of current tied-in subsidies. 

Ship operators would pay world market pd.ces for ships whether built 
under subsidy in U.S. yards (up to money limits of shipyard subsidy) 
or in foreign yards with no subsidy. Vessels to he under U.S.-flag 
and manned with U.S. crews. This is the most essentfal of the policv 
reforms -- and the most controversial. 
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Incentive operating subsidy system proposed for U.S.-flag fleet in 
foreign trade including bulk operators, except proprietary carriers . 
System to be further developed and given necessary adjustments <luring 
a 3 to 5 year cooperative experiment between selected operators and 
government, in order to gain industry acceptance. After successful 
development, present subsidized operators can be expected to amend 
contracts to.join the system or to accept it at end of their present 
:contracts~ The system substitutes direct, measurable subsidies for 
indirect aids (such as higher· rates on cargo_preference.) 

Cargo preference costs would be reduced sharply as new, more efficient 
ships are brought into service. 

Selective. entry into domestic cabotage trade would be permitted for 
new.ships purchased at world market prices in U.S. or abroad. Exist­
ing ships built at high U.S. prices would be protected. 

Nuclear ship program proposed-~ by either endorsing the report requested 
by Senator Magnuson now pending in White House (ahout $200 million) or 
by upgrading the SAVANNAH (ahout $30 million.) 

• Maritime reseaich and development would be expanded as part of 
Department of Transportation R&D. 

Emergency capability would he improved by revitalization of reserve 
fleet and arrangements for availability of active ships under conditions 

•

• short of all-out mobilization. 

Support and Opposition 

Discussi~ns held with maritime union leaders and industrv management 
covered above program features, but with purposely qualified references 
to a construction level of 15-18 ships per year in U.S. shipyards -- and 
U.S. construction level is key item in setting program size for industry 
and ·congressional acceptance. 

• The program has favorable but qualified support of: 

- Union leaders representing majority of seagoing labor force (C~rran, • 
Calhoon and Sheldon, i.e., NMU, MEBA and MMP). 

- Operators of about 80% of ships in U.S. fleet (CASL, AMMI, representing 
subsidized operators, some tramps and oil company tanker subsidiaries.) 

Program is opposed by: 

Some tramp and independent tanker operators who fear new ships would 
jeopardize their investments through competition for (1) Government 

.. -r· 
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cargoes carried at preferred rates and (2) domestic trade. (Their 
opposi~ion has weakened and position is negotiable under reasonable 
compromise.) Larger operators in this group now support the program. 

- Paul Hall (SIU and head of AFL-CIO Maritime Trades Department) who 
believes level of construction is U.S. yards (presented to him as 
15 ships/year) is too small. However, the higher level proposed 
as Option 3 on following page would probably be acceptable to him. 
He is agains~ foreign construction on principle. His position is 
influenced by internal AFL-CIO political considerations. Hall's 
counter-proposal (given to White House staff) calls for construction 

_subsidy in U.S. yards for 65 ships/year, expansion of cargo 
preference and its extension to corranercial cargoes. Its costs are 
estimated to run roughly $1 billion per year. 

Shipbuilders Council and shipyard unions who oppose any foreign 
construction of merchant vessels. (However, merchant ship work 
represents only 10% of their government-generated business -- remaining 
90% is mostly Navy.) 

Program Alternatives 

• 
Three options are proposed for your consideration and their costs 
(direct and indirect) are projected and compared in table on last page. 

r 

Option 1 -- Continue present program: This is least attractive in 
that costs will continue to rise without any concomitant increase 
in productive capacity. Present undesirable policies would remain 
in effect. Further: 

• A ne~ merchant marine policy was promised two years ago by the 
Administration and the matter will continue as an embarrassment 
until a program is sent to the Congress . 

. Republicans are given a ready-made issue for 1968 campaign. This 
already is considered a major political issue by maritime labor . 

. If a program does not go forward, Congressional maritime supporters 
of both parties will likP.ly enact their own program -- an industry­
oriented program with no policy reforms and on a much larger scale 
than the Administration would like to buy. It would be difficult 
to veto such a program unless an Administration position had been 
presented earlier to the Congress. 

-- Option 2 -- Adopt lower cost program prepared bv BoB: This program 
, would meet national security needs at the lowest direct cost to the 

Fede~al Government and includes most of the policy objectives being 
sought by the Administration. However: 
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. It would be unacceptable to maritime labor, to most of industry 
management and to Congress: The program is too small to satisfy 
either the ship operating or shipyard industry and would not bring 
about acquiescence to any foreign ship construction. 

It will cause radical reductions in maritime labor . 

. The program does not include the proposed reserve fleet revitali-
. zation which DoD supports. 

Option 3 -- Expanded version of program discussed with industry: 
Secretary·Boyd recommended to the Cabinet Committee that the program 
orally discussed with industry be expand1?d by increasing the annual 
,level of ships constructed in U.S. yards from 15 to 30, red9cing after 
5 years to 25. This would increase Federal costs over the FY 1968 
level by an average of $170 million annually for the first 5 years 
(which includes $75 million for National Defense Reserve Fleet 
revitalization), reducing to $10 - $20 million more than FY 1968 
thereafter . 

. It provides the expanded program in shipyard and shipboard activities 
which will bring maritime labor and industry management acceptance 
of th~ policy reforms . 

. The expanded program could have significant and favorable economic 
impact throughout U.S. industry generally (steel; equipment supplies, 
etc.) 

• It would stimulate needed capital investment in new facilities by 
_ .ship construction industry, which would improve their productivity 

and ·~ompetitive position . 

. Most opposition to the policy reforms and to inclusion of MarAd in 
the Department of Tr·ansportation would probably disappear . 

. While direct Federal costs would be higher than other options, 
long-term reforms are anticipated to produce lower total social 
costs to the nation than under current program and policy assumptions. 

I • 

. Nuclear ship program options would add either $30 million or $200 
million over a 10-year period. 

Conclusion 

The Cabinet Committee agrees that the Option 3 program is probably the 
only alternative acceptable to industry. Under any circumsta.nces, the 
foreign construction proposal will remain controversial with vocal 
opposition by shipyard industry. However, this opposition would be 
blunted by the larger program size. 
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While the more limited program proposed by the Bureau.of the Buoget is 
attractive from the least Federal cost standpoint, it would require a 
massive selling job involving the President and senior members of the 
Administration, and even this would not insure succ~ss. A danger of 
mounting such a sales campaign is that it could escalate the maritime 
controversy into a national political issue. 

The Cabinet Committee further agrees that a status quo approach sending 
no program runs the grave possibility of facing the President with an 
unattractive situation -- i.e., the alternative of vetoing a substantially 
larger and unpalatable maritime program than either active option referred 
to in this paper. 

The issue is whether the Federal Government is willing to incur a direct 
budget cost increase, averaging from about $100 million up to about 
$130 million annually for the next ten·years, in order to achieve desirable 
reforms and labor stability in the maritime industry. A further point 
here is that unless an acceptable program is obtained, the proposal 
to relax restrictions on shipment of grain to Russia and Eastern Europe 
has little _hope of gaining labor acquiescence. 

Secretary Boyd believes that any program that goes forward should be 
clearly presented as a package and that the reforms must be taken with 
the expansion. Also, it should be clearly indicated that the program 
complements the FDL as far as National Security is concerned, but it in 
no sense substitutes for it . 

Attachmen~ 



Federal Costs 
Total Costs!!._/ 
Private Investment 

Requirement 

·Fleet Size (Ships/Millions 
of Deadweight Tons) 

Subsidized i/ 
Unsubsidized 

(Domestic) 
Total 

Shipboard Jobs 
Shipyard Jobs 

Supported by 
Merchant Marine 
Construction 

Total 

Reserve Fleet Size 

TEN-YEAR.S & EFFECTS 

Program Costs~ First Ten;· Cumulated {FY '69 thru '78) y 

Option 1 
(Continue current policies; 
no policy reforms, 13 or 
fewer ships built per year 
all in U.S. yards) 

$3.8 Billion 2/ 
$7.2 Billion -

$0.8 Billion 

Option 2 
(Minimum proposal 
some policy reforms, 
13 ships built per year .in 
U.S. yards, 11 foreign yards) 

$3.2 Billion 2:./ 
$4.6 Billion 

$2.4 Billion 

Program Effects - In Tenth Year (FY '78) 

340/5.7 

264/5.2 
604/10.9 

28,236 

1,400 
29,636 

I 

447/8.1 

285/5.6 
732/13.7 

32,000 

9,800 
41,800 

j 

(Useful General Cargo Ships) 

Option 3 
(Expanded program,· 
all policy reforms, 
MarAd to DoT, 30 ships 
per year in U.S. yards 

• • foreign construction 
freely allowed) 

$5.1 Billion J_I 
$6.9 Billion 

$3.7 Billion 

589 /13. 8 

300/ 7.5 
889/21.3 

37,000 

17,500 
54,500 

250 

1/ Programs have no budget imp~ct in FY '68; fir~t program effect on budget is in FY '69. 
2/ Includes subsidy to ship ya·rds, ship operators and cargo preference costs. 
J_/ A nuclear program would add about $30 million for minimum size·~·program utilizing SAVANNAH or about $200 million 

to implement the draft: nuclear ship report requested by Sen. Magnuson. Reserve fleet revitalization program 
costs are included in the total costs. 

!±_/ Includes social cost of cabotage, extra peace-time costs to the Defense Department, costs of Merchant Marine 
Acaden\y and seamen's medical care. 

i/ Includes 75 ships indirectly subsidized through government cargoes. 
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Proposed Course of Action on Maritime Prograra 

t"hen you discuss with tha President a proposed maritime program you may also 
• wish to outline for him your_ vie";,?S on how the Adro.iuist~ation should present 

this package. 

Agreement at the meeting with the President is extremely important because of 
the limited· time available between nou and your appearance before the Senate 
Commerce Committee on April 12. Assuming the President approves the pro~ram. 
and gives you a go-ahead, the followi~ schedules of action are suggested: 

(1) The President should send to the Congress on Monday a short t1essaze 
proposing the new maritime progra..'11. Presic1ent Roosevelt in announcing the 1936 
Merchant Harina Act transmitted a message which Y~s about one-half page long. 
Attached is a proposed statE>~nt which the Presieent could use ·which outlines 
the purpose of the program and what he seeks to acco.~plish. It lorould end uith 
a state~~nt that the Secretary of Transportation t.,ril 1 present the program in 
~re detail to the Congress. _ 

• 
,(2) In your app2arance be.fore.· th~ Se~te C~erc~ Conmittee on the 12th, 

would present the propoaed progr~m in more detail, outline its major elements 
and suggest a ti~e schedule for later tranE~isslon of legislation includin~ a 
reorza.~1zat1on plan. 

(3) SirrrJ.ltan~ous with your test.in1ony before the CO"""....t.0ittee1 .John Sweeney 
would have prepared an appropriate press release with broad coveraie ~hos-e 
gencral·thrust would be that "the Secretary of Transpvrtation strongly reaffiros 
the Administration's support of a revitaliz~d U.S. merchant marine and proposes 
a far-reachin~ and lon3-ranee program to corTect the ills of the 1ndu$try." 

(4) After President's announce."'lent on ?ton.day and before your hearing on 
the folloi;ring tr!e<lnesd.ay, you may 1i.tish to call the key members of the Senate 
Commerce COOk~ittee concerned with these hearings and offer to hnve som2one 
brief them in advance on the prob-r.run comPQnents. (See attached paper by 
Carl Davis cr~tlining further steps ~hich ire ttrJst ta.\e.) Ira Dye and I could 
schedule short briefing sessions for each of tl~ using the flip chart ~hich 
Ira bas prepared. 

PL.Sitton Exec.· Sec. 
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The ~bove outline. would provide roa~!rntua and sustained n~ws cover'ge, cre~te 

I 

I 
/ 

a favorable climate for bringing Mm-Ad into Depart1J1ent of Transportation. and 
1,1.ve BarJbtt'& co.m.uj.ttce. hearing good newa cov~r~a. 

PLSitton:rnm 4/5/67 
·\ cc; Exec. Secretariat (3) 

• 

~r. Sitton 
• Capt. Dye 

• 

I 

Paul 'L. Sitton 

:r; 
-ii 



Devclo1}r-cnt of Cocgrecsicn ... l Phns ... nd r~ctics for­
Coni1·ossicn.1l Consic~cratim1 of the Now Prog1·.a~ nn<l 
Policv for UnJatini~ th~ "~r,B:t:.ict!!'l Hcrc·~11nt :tar!nc 
_...,_,. __ :..,,'-____ _,._....,,t-...,._ ---"'·---- ... --4-..- ..... --_......,-.-- ... • - • 

In oui" t:cotinr::' of !1a~t~h }.?.!:!1 you indic.:1tod nn interest in victrn with _ _,,, 

r zp.ect to the Co~,i,,ression~.l li;dsou work tihich s 161-.1lJ be "1:or1e in 
r 

c:on ··ection wit·, th.e congrcssioual p1·esentatic,rt of tho propos~J ~ o.w 

by personnel involved in the conl:resslon.ul presentation. 

1 beli~vo that there is a Ilt;~d cf p:1ranount i:. portanc~ that this new 

t.o neet ~i tl-1 the scgm 14ts of the indu5t:ry supportinz the pr zrnm . o z..s 

to Jcvelop n consistent positfon t1 ,!.t will bo follo • d in infor;~dnz tho 

Cer.?111crce Co:....~ittca an<l the Ho-use d~rchant ··farine ~nd Fish-cries Conoittee 

with t.hc m-moL111ccncnt an<l puvlicatlon of t!1e progrnm an~ policy. In 

briefin~ to the Ad!..·tinistrative Assistants ".n-~ Legislative Assistnnts 

L 
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•· 

• 

Ve should explore tho pcssib!lity of pre~enting a p:r-cli:dnury briefin: 
. . 

to c~d t teo 1:1e~~bers • 

In this con.nec;tion., as you kno'rl, the chairnian .no~ac11ly receives first 
. :_)~·-1., : c-.....- I • 

consid-0ration, folloticd by ·s-i1d-l-er t2e141bers ot the stilicoDl4littee on the 

No:rclumt Marine. 1hen we would !lomal ly consider amy other 1nc-abors of 

the c.o=ai ttees. We shoulJ elso consider wh~tber or not we a.re intcr­

ostod in having the legislation_ co-sponsored on the Senate side. 

We must abo mke the necessary plnns _and arrangements io transrd.i t 

• our leg1slativ~ pack~.e to tho Congress for its intl'ouuction an~\ the 

sch~duling of honrings thereon, keeping in ttind that the ti~e porlod 

before the lnti·cxhsction and hoa:rinc;s should be e.s short as possible 

with a view to ininici.iir..i the time during -which -01,poslticn ~ay be 

crystalizod tbrouih failm.-e, willfully or tmwittincl>·, to \lndcrstand 

all facets of the cO:ti)le-A proposal. In this connection, we should con.­

duct a careful study designed to identity our opposition and try to 

figure. out '7iays fJf getti11~ those factions to support us, or at leut hew 

we cnn mini~izo their effectiveness. We ~ust rcm~ber tha~ the Coniress 

.. me~bership <tf those states pro-pcr1y a£iocteJ by the lenblation will be 

besieged by various intiivi<lu~ls, broups and organi.tations cs 01Jr 

prog-ra~ 'boco~es '10n publicizoJ. Corusequently, • it behooves us to fjttk.e 

every effcrt to see that the Congressmen kl\o are 1.ikely to be visited 

by sud\ delez_ntions are 1n£orJ:e<l vi th tho C(}t;"1plete picture before- t..liey 

. are persuaded. to oppose the l~iisl~tion by reil.Son of attacks of SJnall 

2. 
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3. 

so~mcmts on tlie. prograQ. Our_ pub~ie~ relations sta£fs shoul~ havo an 

affirl:'tut1vc, informative p1'og1~. worked out so. that we will not be in a 

position ·of 1'\C.rely answering adver~o publicity put out by our· opposition. 
. I -

In the .aren Qf co!(muttee hcarin?Zs, we should try to perst1a<le tho committee 

chairiaan to limit the scope of testimony since on any prograa of this 

mas=uitudo it ienerally develops that long, lenlJthy l1enrlngs' tend to confuso 

the legislation rather thnn clarify it. We_ should develop a schedule for 

the groups tb:i.t would probably desire to be hearJ and endoavo1' to pers.u:!de 

the chairman to adopt our reco~cndations es to a reasonable tirte lWta­

tion on their tes thlony. We should also endeavor to get the C®mii t tee 

chair.can to pc1,ait the government to pr-,scnt its full testimony wit'h 

questions being with.held until we have c0wpletod o~r pr~sentation. If 

we are able to accomplish this, it will male the he~:rings much more in­

for~ative an<l will dr~stieally reduce the n~1ber of question5. If we ~re 

not able to get th.o chah►~3n to withholJ all questions until the cor.~ple-

_ tion of our presentation of the entil'e packase, we should llt least endeavor 

to get the chairman to withhold questinus until after we have completed .. 

slinblc, t'Clat_eJ, segments of c;u1· pre5cntotiott. 

In t}:te preparv.tion for· the c<>~--aittee hearings, we should hold dry runs 

. within the c:!ej>artTitent and agency, if possible. we s?1ould hold Jry nms 

before toi1mittce st4lfis. ~e should prepare check she!ts covering various 

elez:ents of our presentation accor.ipanied by a question and ans11e~ paper 

on each segment of the legislation. •. tfo sl)ould "also consider furnishin2 

tho co~!tt~e counsels with pertinent q1Jestions to be asked by CO\;nsel 

or ~e~bers of the co~lttee that ~e want to be asked. 

', 
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~c uus·t abo cocnsiocr bri~iing me!!bers of th~ Rules Cor.;1u1itte·e of the 

House so 45 to expedito getting our bill to tho floor after it has been 

reported out by the House Merchant H;trlne & Fisheries Co1tmittcc. In 

t.ltis connccticn, wo \iOuld vcint to brlef the ·Adainistrative Assistants 

and Le~islntive Assist:mts of tho Members of the Rules Committee • 

Also., aavanc-0--.:' brieflnzs for tho .lppr\lpria.tio11s co~ittee of both the 

ltousc and Senato should be conducted. We must brief the logislath·e 

and lieison stt!ffs fro~ other executive <lep.arbl.acnts and .agencies whic..'1 

would havo n~ interest in or be.affeetecl by their legislation and illicit_ 

their sur,1,ort. This would inc.ludo considcy·ation of the Doparttuent of 

Defcnie. Departoent of State, Ar,ricul ture :me! Treasury and l;1ay be others. 

Moreover. we ~'U3t develop the tu1xi~UJ;l industzy support possible :ind wa 

should nlso cevclop all of the g.r_ass Toot supllGrt that we ctm o~tain such 

. es tho a1ssbors of Co1r~erce1 fam organizations. shippers, bulk cm·rier 

oLmers, twnkor c;;wne-1·s and state governors. Jn this connection. \'le should 

set up an ln!o~ati ve pro3rs to cnlizhten our fdcnJ.s with letters to 
' # 

organi:ation ~ew.borships. accoinpanieJ by a brochure explaining the program. 

We aiU$t not only prepare speeches to be useJ in tfobnte., but !tpec~hes by 

other mQ?lbCl~ or (OnirCS$ attd by a ~~ber cl OUT co~ittee to bo given 

·on the floor iu su~port of our legislation. We ~U:St have a close working 

1'0l4tionship with repr~sentatives ot the Surcilu of the Sutiot. keeping the:. 

inforoed 0£ ou-r D.ctions and nctivitlcs throiighout the presentation and 

s~oking their advices ano assistnnce nt all tir.1e$ . 



., 

• 

s.-
1. May Cl'O~te probl8t<nS with the Department of Defense since !--1c!fa~a1--a 

has s~id ropeatocly t&,at our present operating fl6ct is sufficient 

to ~eot defense needs. 

2. liith respect to tl1e projcct-Od percent220 of card.ago both for liner 

,mu bulk carrier tl"L..Je the figu1·as which I 'h:wc use~ ht1·e as .our 

objective may ho so1;:e what et odds with the 30\ overall as required in 

the Mi:trltine Advisory Co~ln1itteo Report. It 11ould be highly :,.dv1sable 

if w~ could have so.me firi'.; fi&u:rcs to vork tJith. 

3. Sutute Joos not require ships to be built in the United States and 

Title XI ~ortgago 1runiranco. c:m be used but our curr~nt re.gulatlons 

do ·and would hiwe to be changed. 

4. If there is a requir~.:ent_ to como up with an incentive subsidy system 

with respect to liner vessels how can we justify not h3vlng an incentive 

syste~ for tlte bulk carrier vo are now· going tQ subsidize? 

S. Discuss with Aptakcr the point on subsidy siIDplif.icgticn whether or not 

onythini. should be said with respect to current probl~s of differential 

dotermin.atiO.'lS since I h$\'On t t CO';J3C up with any logical solution. 

6. The proiram paper provl<los th:tt construction differential $m>Sidy is to 

be bnseJ upon the difference bct~een u. s. costs of builuinz a ship 

and tho wei~htcd nvera&e co:st of forei,&n construc·tion. In the 89th 

Congress we endeavoreJ atbinistratlvoly to base the subsidy on the 

average or 5 foreign shlpbuil<ling countries an<l vero unable to proceed 

with it because of in<~u.stry and Congl"essional c,pposition. 

7. One of tl1e problciia thnt .needs to bo dealt with is what is to bo done 

' with reJg'fd to the Section S06 provision requiring e.xisting construction 

subsi<ly 1lt11,s to pay bac-.k part of the construction subsidy if they 

.. 

--
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Comments on the Schultze Maritime Options iJ' ~ • 
~ 

The memorandum prepared by Charlie Schultze ls objective with 
sever.:11 exceptions. My suggestion is that in discussions with 
the President you dispassionately refer to the difference as a 
matter of judgment and indicate th~t under any circumstances 
whoever may be right they are :.noe material to the final decision. 

The points with which we would disagree are as follows: 

•· Schultze has upped direct Federal costs under· present program 
6y $.8 billion, BOB proposal by $.4 billion and the Boyd 
proposal by $1.2 billion. 

Cormnent: I have discussed these estimates with Captain Dye 
who had worked on them with Walt Boehner. We are unclear 
where BO~ gets ·the differences since we had agreement at one 
point. I strongly believe it unlikely that direct Federal 
cost under your program could ever reach the $5.1 billion 
since in l,1rge mec1sure accelerat'i6rt. in Federal expenditures 
over the ten-year period depends upon capturing cargo trade 
to the extent of 60 percent under liner service and attracting 
necessary private capital to build trade level we have estimated 
for operating subsidy. This is not in my view possible, thus 
our cost estimates are overly high. We can claim the high 
levels of program performance since under a partnership arrange­
ment the Government can only be held accountable for its part 
of the bargain. 

The BOB proposal h8s incrensed shipyard jobs for merchant ship 
construction under current progr8m from our estim8te of 1,400 
to 9,soo. d 
Comment: The proposal included by BOB is based upon an earlier 
estimatedgiven by us to BOB which we have revised downward. Our 
figure is the correat figure. 

Paul L. 
Sitton 

Executive 
Secretariat 

.. .. 
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•• BOB t~kes a more pessimistic view on our attempts to get lobor 
ttgreement. 

~~: The BOB paper does not reflect our current knowledge 
with respect to the softening of position by Paul Hall and 
the tramp and tanker operators. BOB indicates th-:1t "some'' of 
the opposition could be persuaded and the rest overridden. 
Our reaction to this is that the program which you h~ve 
proposed would eliminate virtually all but the h8rdened _ 
opposition of the shipyard industry and even their opposition 
is more form than content with a 30 ship/year program . 

.. The economic and social impact discussion of the program p_resented 
by BOB reiterntea the economi~ value question 

Comment: This is an old horse that we have laid to rest before. 
It is nothing new c1nd the President is, I am sure,8Ware of this 
c2nard. 

:~- BOB indicates there should be additionul negotiation. 
. ,. 

Corrment: Re$olution of the position of PAul Hall should settle 
this question . 

... BOB raises the issue of the ·d,inger of en~:ictment of the bad without 
the good. 

Comment: The timing of the way we transmit our progr3m 
should suffice to gdin our end. We would present the program in 
increments. First, we would submit the reorganization plan. 
Secondly I when this is accepted we would. ·tr::msmit the legislation~ 
Thirdly. when legislation as a package is enacted the President 
would request funds for expanded ship construction. In thi~ 
way the President maintains stage control over the results of 
the progrcim to ·which he can call a h.:1lt at any time unless his 
program is accepted. 

3 
•• The BOB memorandum refe~s to McN?.mnra•e strong feelings of the 

value of ,:m education progr;.:10!· 

Conunent: I think thnt these comments occurred before DOD's attitude 
on the FDL. In view of that fiasco I would suggest that McNamara 

support of the education3l appronch is now something less than 
enthusiastic. " • 

PLSitton:kam 4/7/67 
cc: Mr. Sitton 

Capt. Dye 
Executive Secretariat-3 

Paul L. Sitton 
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MEMORANDUM F.QR THE PRESIDEN'r·.·.· • 
. ,·. 

•• ·,

1 

•. ·r ··.SUBJECT: 
" .. , -

~=>ropo~_ed Fcd~rai __ 1Jariti:m~- Program 
• .... +·- .... , 

,, ' .- • ........ • • • ., ' • • • • ' •• • 4 

'•:• •: ?, ,: ,._.,, •• ,r, •·, ~. •• ••:~ :( • .,..:::• r, • • ,..•• \. • •. - .. :•• "'• ~.:,~• ~• 

o ._, • • • •• •(••'.c • l • ~ I • ; • • 

.. '. -_::: ·< ><:_-·. For\~o~; ~ons.id.erati~n ~ha~hed-:is '--~--~epo1··t 0~ th~- ;t~his. or"' .re~ent 
·.<.· _,, :\·-<"·-~-:discussions with represento.tives of tho rnarltime industryi. The 

, >- : ,> ·. \): ."p~rpose ~vas _to seel .. a-~utual b~sis. of agrccm.c:n.t on. a:.•m~riti~ne _ ·-. _ ,-~--<,-, ._ .. •._, .. 

.. ·progr~m._ t_hat wo1.:ld be c~1a·cted. h_!' _th~ Congress· •. :~ .:_•/· ~_. _ . ~-•. ·J • //:·::... _. -:?-

'_,. ·., _--·. ---·¥a}it-in~e _poli~y-ha:s ·be·~~ ·st~1dlod to cleat_). 'I'h :· pr.~g~l;;.\:~ ·1 1··ecornn1e~l '-·;: • ' ••• 

• is the s1 a.llest that can.be enacted~- We Eihould n1ove forv.rard \\ith it. • 
~ .•. . , ... . ... . : ... --~ • 

·or drop tho_ subject. 
•·:·· , . 

#"" ... _ .. ; •• • 

. ASBoyd:kel 



.}vlEM.c°RANDUM FOR THE PP,.ESIDEN1' _ _. ... ··.,. ... 
.. :.,, - .. 

... i ... : ::, 

·SUBJECT: 
··· .. -.·.:_.,.,.: 

. ~--:. ·-h-1-aritb~~:,· Policy _Options 
" ~ .:-.... ·. :.:· .. :. . -~_ ........ _ -~ --.. 

-. t" _, 

..... 

. . J . .. . ,· . . 

•·.• •. On •• F~bi~uary 1, )"Od asked .~e-~r~.fary. Boyd 'to so~;ld. out tn~riti~~ industry 
-~-~(-:a.lid _la,bor to see .:,ha·t k~of, .. ~~.~i.t.im~p1~o~r!1,m ~oul~l be ,EUt tog~ther, 

-:·· -''Which \VOUld • 
·.· : r- ~ • • !1 • • • .. .... • . • .': .. ,.~~ • ,. • .. ' •' -;. ""'.' •·. 

re fo Tn.1 pre '5IO~t 9 u b 9 idy J}Qll cY toWa n\s ii 1Uor.;. c#ici~n~-· and - : < .~; ,' :_~. >C, •• ', : 

· in<11zpendent merch_ant n1.arine,:. · · • .... •• ·: ·: .. ·_ • ,,: · • ,P ••• > • • • • ~-
.. ·. . •; ~-. .. _ ... ":· •, •' .• .,·.-; :: .. 

." .. ·- ... 

-::-_~ -~-be;t~CC{'ptl'hlc to ind·1stry, b~o~r and th~ir Co:.lgr-{!SbiO~ial 

' ·:?pportors, ,. 
0 

• .£" •. ·' ;; , .. <:, •• " .. ' .. ·.: 
_ .. :~.~_.>}1:lvolve the least p-~6 slbl,2_~tof(eta.ry_ ~9~J .. 

• • • • - •... . l- ... . ·•. - ~ '. 

/' •. ' _On the b.a91S of extensive discussions with industry and, labor·,·· Secreta.ry' noyd 
-<-·>··.· propo~es a program w_hich .i:,r~vider.;: ·: ... ··-.:~·:-'·:. -.~-' ·.:··- .••• ._ •• 

. ·~ - . .. ~. --~ /.·· ~ ,: '-. ,:.: : . ._:'::·· .. 
- .. .... .~ . ', 

.. , · .. •.· ~:- :.1~ · Important rciorms· in m:iritim0 sub.<JMy policy, inelu·o.ing 

• ..... 
-- ! .• • • congf;ruction ~bror d 

. . . .. 
. . a ~mped construction gubeidy tech1:d9ut: for Hsos-e _$~hips 

.... • 

• ·.:-. ,.. • .-~-i -~ .. • ·•. ~ .. con.st ructc d in the U. S. · ,._ • ... 
• ;:_. '·~ • : ~' 

.. . 
.. 

··<' •,. 
-.,·.;, 

· an incentive· o:eer.ntiug subsidy scheme, to be 1!1tr~d1.;iccd on a 
·pilot b~nis 

' ·.• 

• ·a. sharp reduc.tion in the hidden subcidr, under .c?'r.9:0· prcfo~~ 
. . . . 

•• :.Z •. Sharp ~,-=pan~~~P..!!~~; .. !£l;;}l~,.~er o! ~.hip·:i in the U. S. fleet; increases 
tho number .~:.t:~rnd_;~!:.,'in the U.· S. • (30 per y~:lr vs. 13 nt>'v); and 

'·· -

..............,_._..,.,., __ --..:, 



- ·1. • . 
•. , ~ 

,,, .• t .·, .. •• r• 

- ·: •.'.· ... r} .. , .... :.~: ·-:~··_ ":-~-- ..... 

,. . .. :: . . - ..... _.•. . -- - ,, ... ·.• •: .,. ... 
• .. . . .. 1·· 

.. .. ~::_. ~- . • -~-. , ··.:._ ·~ : •/ • 

• ... , :; ;r~~de r~:·ndoptiori of' Senato; ?,fagnuson 1s iiuelear mCrch.-i.ni • • 

2 

• • • ... 
•• ... __ ·. -_ ... s_hipproposal ($JOO n-iU1ion.cost)~. __ .. ; ... ,. .•• •· ••• _.~-- , ~- .:.-.--·~:.<: ...... 

·" - . :·_. ~-.1," - ..... 

~-. • .: ·-__ •. _ _._ -~-3.- I~dusion of Madtin"le .,~dminlstration in DOT .. •. 
• • -------------------..... l- ., 

.. ,., .. · .. 
• p .•. ~ .. 

. : ,. : .. The· attached table COl:Xlpar~-s ·the niajor element$· of alternative prog;~ms ... ~ .-, .•. · ... . 
• • • - I •• • • • • • • •"' •..,•• • • • 

·,... .. - . 
·, ·:~. Secretary Boyd beli~~ca hb propos.al ls the' minim.Un'l whi.ch ca~ 'be enacted. 

--~-~-.. ·· . ."·.·.· .. ·-::~;,,.,_: . -~. _, - ..... ··. -·. • · .. _.· .•••• - . • . · .•••. ' .•. 

--···· . : ~-.-·?/~ :· it is· nupportccl by._union leade~s (Curran; Calhoon, Sb.eldon) 
•_. -.. _:_:·;.;/-:repreoenting the rn.ajority o! seagoing 12..bor force; by ship 

·-·' .:· ·_:.-r.: ·(~_-!)J>er.~tors accounting !or 80% or th_e :U• ~- fleet; I~aul_ HalJl_s __ . 
• ·support can be obtaine_d. · :.~ • ... • -:.-·<:.-·· • - • • ;.-.-_.,_,.- : ... ··_ • • 

A J• : ... • •. ~ .... _,;- ! ,~ ~ ... ••~ 0 ,. •! • ~••:• .... • ~-- -~ ... 

... ..· . ~-·:· ::··.:~-\~-/~: 1<1a· op17lo9t,d by i1:ll)~;.ar~1o an.cl tlu:lr ·union~ (who 01,pose construction :·: > 
. -'.: .. ~· :-:· __ :,_ ,. ·-.... abroad~ \?✓hen •accompulied by 0·1.;t-1'3.n.ded ~onstr_uction in the U.S.); 
.· · • ~ • :-~· _.. _: --, ... : 3.nd by son11.! tra.ni.t.> and tank~r opE:l-'atol. .. $. • ·. •• _. • • • ··- • -. :-- •., ·'.- . . ·,- • ,:· • • 
• • • • • ::· _:' __ :\ .. • ~ :· . .. -- : . . . . • •• - .. - '.-' :· _: =i .; •·'·: :- . .-:'>". ~// : . ..;~~.. ,· :: . ,·· . 

• , ::·. f:.~-\ · --~~ DiSC_USSION. := •• ·-•• • ·: ~_--·:·~ _.-._, -·· •. -
·'\ . ·-- ·. . . -··· . . • • -

. ··,· .. •.••. :/." .~ . ___ , .. •• ... • . ·. :•. t-.- .. ~: ···:· • ,. ,.:'· .· 

•

·, • ··-:·_.~-. ·-,. 1·. -/.-.dvt'.nt~.go·$ o! the Boyd prupocul ._. .. : •• ,. . '.: •• ·-: • •. _,-~:~_:··, 

·. '.'.;. -<:>.- T~e Pmi«J;.nt h,.s rei,ea-.tecUy fadka.ttid that he would propose • .• -J;'~~ . 
• • • · .. • ·::_-: -· _-· .-·a new maritime ptoira.m. f.1!-zt ·in3 J .. ~~}~ th~.n thq, I-1oy:d propos~ • • :· 

• :·< ;_·.··.:·~: .. ~~ •• • coul~ n.ot b~- enacte.d at the v:res~nt tin'\e. ,:. •-: :· ·.::': ._ .... .... ' ·, :_ -~ 

._-:_-; ~ ·:. -(-: -':"_\:·<.--· Without .!U .r't.dminlsh·Zt.Hon prograrn~·: the Re1)~blic~n~ will make · . • -: .• or. ·_·. •• 

' :.' _:,:· --:><"'.'/'" ·.:·~-· ~e "plightlf 0£ the m.~rcha~t r.t;lar~nt? ~_19~_8 !-;am1>~1_sn.._i-?St1t:..: .· ... • •. :: ·:~ · .. 
, • • -; •• 1 • • • • - ~ • • ~ • • • ' .... . , f ~ •• • ...'F. .· • 

,· • ··.·.·~>).:-~·The U.S. 1nerch1'.nt.n1~rine is inefficient. obsole;-~:• and n105t - . r 

•. ·_. ·=·_. •. ·_':···-~~-/ .... ·-. --~ : ot its decioio!'ls are made by the Federal Government - but it 
• •• -... \· .. ,.-will continu~ to exist. By paying tho price for e:x.-p.anding the· 

, ··--·: '·. fleet, w~ will buy: lncr•1oa.ged d.Hck%!_CI in that n~et •• and give 
••• ·, • the op,erators a _d1~ncc to n~ake their own de.ci.sions __ "·· .. 

~ ~ :::.·. . 
·. .... . . ..... -.. ,. . .. 

A new and. e:t"i,andcd-.progrt'..m.will proba~ly lead to bl ... or ptt:!!J .• ce· •• •. __ -'·.-• • 
• 1n an L~dustry wlth a bad history of' labor strife.. . .. _. - . :: . _ _._.. _~ 

__ ; .:...: .. ,, ... 
.. ~ • .. 1 

. , . ~ . _A relorn~ct!,·. ~1,d, e~1)~ll~led, construction sub~idy prog1:·am· 
-::· ._~._. >.· c·ould 1-e~d. to 3.-.t\ h1cre<-.~e in th,~ co-rr~·oetitiv~n~as of U.S •. 
~ . , . ...........__.....,._,...,..,.~~ •<a_,,_..,_.,,.............,...,,........,..,.._ 

~ ·_.·. • .·_ -.shipy~rds • t;,ltl ough. they will probably rc)rru.iin l~ighcr cost . . ._,,..._ . . 
. . th;l.n fol"\}izn ya rde. . . - . . . • . • . . . . - . 

• Improve d::~nc(#8 o! !Rf.._E!:!.Jl!"2.!!.1 and !or lifting re~trictlons on 
eraiu a~lo. to bloc CO"l:ntrie fj. • • 



.,_-, 

.... This progratn proviaeo for a .i;ignifi~ant cxp¼'n·sion in the size oi the 
_ . -· .~. :.,: .':.· U.S. ileet and in the numbex- o! s~ips constructed ~do.~-s-ubddy µ:,. 
. . : .• .-.. :::: ., .·--: _tl"le U.S. • The p~o_g.-a1:n: • --!.··._,.' .. • .•. ___ : •• • 
• ,f" ,, l •. ' ,::.. . '" • t , • ''.,,,: •. ,' ·.: 

: • -_://:.i: .·-.'. •. < ... : .. ·. is.•f~r l~rgeJ.·-tJ1an r1ee.ded £or natlontt.i def.en~e purposes. 
_. ••• :-' • .. _; :· " ~:, ... (Sm .. aller DOB proposal b· al!'l_9 larger th~n national defense 

·-~·: .. ...:~ '.· requir~i~cnt_.) • ·: .• .· ~.::· -~.-. ;:·: .• ·.,. ·~-· . :: , .• , :_·: •. • .... ,, ... · ,_·;'. -~-~-·. • ' . 

• ;: ·:\' ada, ~~- 7 bil~i~n· i~ ~i;;~t F~deu·;,co~~~--ov~r ~~ ;e~r pe~i~~- .• • ..• ;.- _ 

··,\. 

.. ., •. _. ~ . • :r: 
i; J. .• ::. ..... ,., 

·..::, 

•· •. ·.Net costs to the c~onomy, however, ·will be or1ly $1. 2 billion ... •• _.: • _. ,· .···. 
• •.•J~•-'• ' ... -.,~. __ ,•:. • • .......... "'':',•• • .. _!"~· 

•• ... r • • . • \• ~ ~-
. . . -~ 

. . is ·an· c:~pensive ,vo.y of pr·oviding joha. · 'l.1vt· 1nvcntm~nt of, 
>, :.:_. :,_:~--. .-.:-:-:··: ... : __ theoe ftl.11:da in ·other F·eaeral progrltms would be·muc_h more <:~ ·~----···::.~:-

• ~?-·· , ;-:,productlv~ • 1.u 1?rea.tlng cinp_loymt~llt. ·_: . . •• -~ , _-~·-.. ,. -· • ·,::-.\ :_ ~: • 
'I : • .. ... 4 • 

..... .,; . 

. :,-~.-. ~~:: ::: .. •• _-:--~._··about 1-0% of U. s_.-.-~;l-~ipyard a.cth~fry in taken 'up by sub~-idized· 
• • • _ mereh=lnt _sl1ip construction.· )t1·om a defen~,r~ et~,ndpoh1t, the· 

- .,. 
• _· _:· Erovis~on of addition~~l ·suo~idized conntruction b unnece-ss~1:'Y· 

, . ·-· •. -~ : ~--. ·:.J-

. - . : . ~-· .. 

,.i.• 

.• 
•• ~ ,. :-:_ ·•' . OP'fl0N.~ - .. :~ .'. '·, ••• 

....... 

-· .•. ' . 

. • • : ·.~ _}'i' ~ b~liev ~ y~ ha Ve t,;o ~ ~t•p::nau.v~;'l: : ',:·::, >>, • : ".: . \';f :'. • •. ~ : : • :·· >::._ <\,./:; :.;: •• 
. --.-~ .:· =_':: · ::::_ :·1. ~~n-~it to the Copgre~o.,j.· ~f!~$l.~t1vc pro~,ost-.-1 trcorpos~ting th-a ,·. :-('_:·-.,._ 

.·_ • ·:·· .. .. ~·: -~-~-•• _ noyd J?l'P~H-~•-. ,·-.-· ... _ : _/ _· __ .~::.·: ... ·:·:·-.. •• •• >. . .. : ·.:.>·<~·: ~: .. _: • -: .. _:.;. •• .. __ ~· •• , '. ~-:--

.. .. ':, . '::t-· - .• ... ..- * • .. • • - • ~,,.. • .. ..:: - • • • - ,: _., 

.. ' . ;.•-··. w~ inust insure 't.h:i\"t the ~r1.·n~fo~part o! the ,roposal ·is no·t adopted • : ., •• 
·wlt.}10.nt the re!orm components. Thercfo1·e, it it cssenti&.1 to make ......... .. . . . ... 

clear ~~t any Conzrc$sional a('.tiO"l ~hkh 1c~.ves out the ie2sence or ., 

. · ........ - the r-e!.91:rn 12rot?or;~ls i-3 ~££€,Pt~pl~ • 

' ; '. ' · • 2~ Th~ ~ocO~d alte-r~ti·'e ha~ t,,;; ~omp~~;,nts: ·, /. ·., ; 
•: ·.• - .• ' .. -F,·· ' • :- .. - • :_:.: ..... .- ' .. 

• • ... .·_ # •• 

• ~unch an ecluc~tlor1al ca1npai~-n (Ep_~eches, .... ~!,tjcle3, -~tHtor~~!.• 
_ ..... _,,· etc.) u!!b~~ely airned :q.t s,.~~!!b1L?-rmroval of .so~~'l~-: li~(e §.! 

·:::._.-~-
1

_·· _._, BOB pro~ra:m. • . . ' __ , ____ -
J ~ - ~... ,. -:~ : • 

- . . 
.: i: :·· 

.. ..... ·_ . 
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• ~.· .. 
-. ~ ·-_: . , 

• • • :_,-Secret3 . .ty McNa.tnn.ra.. Directer Schultze and-Chairma.n- Ackley feel 
•• -. __ /-strongly· that the war.t-e, ine!lkien<:y. "ldgh social costs, and lack o! 

: • :,. _ • - <n~-U~nal &ec1:1rity bc.nefits. in. the p1·e~etlt prograra arc not generally·._. 
•·. _.:, .•: kr10"tt1n~•· C: , · •.•. • • • • ••:-.-,' , •• -

..... . ·". ·, ... 

4 

. _-1:hey be~ieve t,.~at an educ,tt_tiot,.~~l cv.mp j~~l ~·ou.ict ~~-arply;, in~r-~·-~ ;e 
th-~· chan~ea of cved.unlly__cn~cti.t1 4 ~ •• I:.!:?, f tirr:q ;ps:·ofp."lUY~ 

:,,. ..... ,. •.':·,t 
--.-:·:: ....... t .. . ·.' 

:;r,,•, .••.• 

.... •. . . -·;._..#· .·• ._,·, ··: .:.-,.:: :--"'. 

'\:~:;~ <}_.<~~~--:,( 
"1';', l •·•.::::.;••:•:• 

-.' '!_ 

...... 

• ·.-·_ 

,, 

. . 

' -. .... ,_t. .. 

. ·•:· 

. ~· .-•. ~·t:\· 
·;"'-._- .... _: 

...... : ~::--~:::·j'" •· .•. 
·::11.,., 

Boyd 

.•· ~ ;~~ -,, ... ,;_ .. 

't. • ·, ':_ : ... '• .. : \ 's•; •• 

••. ,. -. ~·· -. -.. 

, . 

• ... · 

:,,.,, 

.,. "'.: 

. . ';.; · .. , ·-.. 

• -" .·• 
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• ·.i:• 
. - ,, ~-·l. . -· 

•r1i1s_ta.ble_ ~or.ipa.res the _inajor elemcnta of: 
. . . :: . . • . . . . .. ,. :., -.,... --:·. .. 

Present 1nadtime progra.ni .. ::,:;_ -· 
· "' • BO!:}. p-1'0-p~a~l • , .r.:. . • i ·_;, • ... : _,. - •• :- ·,·,-<:.:•\·\:_·: .. .-· 

.. ~oyd_proposal-~~i 11
\_/ ·- .··• ···, •• ,; .. _· •• ,_._.-;~'.'.· 

•• • ·,· ••·. • ; ., ,.·•·. _:,::~~:-__ /:,7.·,, .,·· . . - ... ;{r•,.,·· 
• -.. • •'" : :. • • ,..".•;/ ~ • •• "\•, ~. " • • ~ • • • : • l • • ' ~• .• ~-•-•.-;";.l ;;_~----~' 

·., :-.{>:_.)· - ·<·• .. · :<.\.:-\-~. ~ ·- : .. •,:•.: .. ·Current _.:·:.·--..~·:_._·~:: __ BOB :.: __ ·.:: • ·. • ._ Boyd· 

·:)-·;:-.-.\{{:_,_.,'•;:>'.:;,. <>"'.:·:.,::< _ .. _ • • _ ;:_: J;>ro1ram ·_-_. ·ProDOs_& • • .. ··• Proposal 
. ·,:;;__ -:~- ~.·.-:::• •• :, :, .:-- .. 

: ~~- l~_--, :' T~n·~-~-e~r -co$((~-~~li~-~s) ____ . . .. _-.~~ . . :• . _ ,-, : , ,-:._~ ._ . .-_. __ :.';·.'',: ·'" __ • ·:·. ~ • • , ~--=·, __ 

f.;. l'.Hi-eet Fede-ra1 cont '.' ••• '.::'<)_;~\ • t /.' > .i. ;·/(," :: •. -~-'.'-. $6~ 3 
... ;~:- .;. •• ·,. ' • ..... , : ••• 1 : :~ -~ -, .... ~-~·~..,_· .. ._'.- '• 4. ~- • ~- ., ..... • •• _.,·: ·.'._ 

'l ~·· • -· : • .. •• ·: :·- • •• • .... •·. • • • : .... • " ... • -~ 

,_·•--.:;_.::/···,: -~···':-; ·_; __ ~ Indii:eci cost ·to\·;_=::_'··.· ... --·~--1 •• , ••.. ~ ,,, .... ~{-::~·· _·.:.: ;:.=-)~. -·:_,:. 
·"' .: : ,.·,·. - '.

4 
• _·:·conaun1ers , ... ". .,, • .. • -•• i. 5 _::· •• ---. '"··::· ·z:. O <·::·.~'./ ·.-<>_-.-.2. 0 

t: .. ~_ •••. ';-· ···:."--· ·''... • .,_ .. _ ................ i ..... ,.. '.:............... • '• ~ 

--~:-,.~·-,:'· ••• ·i·.-~, .• ·.:_;t._·., . .-.,.· ... ,._:. , .. " ,-.:· .. \· 
< >-

1 :> Total cOet •• ,:: : . ::c 7.1 ; . / > :~:i: s~(, :- . <·~· 3 

• ~-;> ~z. ~Y•:.~~r. ~f ~~:.. fia~~hip~- • : ·.- ..... _,,,~ 

•• • •• : ·-._3:_i •. ;;n::::h o:::.t pr .. ogr~m~. . • •••• _· ·, 6M , , ::.:>P:~:'.;Uc;< 6~~: .. 

>·_.-.·-(by tenth year 0£ pro.gra1n) -.-",;:--.:/f/·· •• ·'--.-~" -·::· 
- • ·, ': ·.. - -~.' . • ; .. : .. -- _fi.•.:, ! _ .. ~-·: ~ - - ... ,_ , ... __ , 

.. :-_.. • •. ~·-· ~-

. s11.ipboard· ... 
::_;): • ... :·_':.· shit> ya.rd 

.._37. 000. 
17,500 

....._ l 
! ;- : ·• .. : • • ... _ . , . 

., .. _ 

._54~ 500 

, . . ,_ ...... 
".·,"ti.·. 

• • ..... ~ .. :· I. 

. •_:··-~:·-, .-----,;. .. 
...-!_· • 

' , ""l -

•p ~ -·~ ~::· -~ .-. --~ 

.- . 

• -~ The Bc°D proposaf was discusti-c:.:l .mth tr-e 0 re$ldent at" a· February 1 
. _. .. ~ rneeting.· It is· similar to the Boyd proposal in the reforms it propo·ses, 

/,/ • but ls sm:,ller and losB costly. . .. _ ,. _ . . .. . . __ , . , _· :· 

• •~ ~he_ ii_gures for -tlie Doyd propo&:tl represent a high estimate .. Ac_tl1al 
;.e~,:>enditu.rcs ·will pro~a~ly be m.uch less. • ·_::··< , 

., . 

~ .- - • • I 

;., I.-. 

_!<..,+ ~ . •. , . .;,;z4p_p ¥f40 
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\'\\l ?) \J } ~e ·Alternatives. for Program Timing 

- 1. •• If Hall ~an be • contacted today • (Aetil 11) and Program is to be 

• 

- Get Califano to approve release of program for you to announce at 
hearing with Bartlett tomorrow. 

- Make as many of the other calls on your list as possible today. 
Consider delegating some of the calls to Sitton. 

Go ahead with Bartlett hearing-. Present the revised statement .. A .,..~•~ 

Give them copy of the edited program paper(the March 28 paper f>l,_.,,. ~ ~ 
revamped for this purpose. Contains quite detailed program v<'t 
description.) 

- Arrange with Bartlett to keep the questioning ge~eral and ask him 
to program sessions on the details for about 10 days from now at 
which you will appear or send experts (Sitton & Dye). 

1. Will avoid detailed questions at this initial hearing and allow 
development of congressional and industry reaction to detailed 
program features and magnitude before detailed questions must be 
answered. 

2. Gets the program out in the open quickly and ~6~viates any damage 
from leaks. 

3. Meets the time schedule of the Bartlett hearings and improves 
administration image on meeting schedule. 

4. By avoiding delay in making program public, this option minimizes 
the chance that BoB could get reconsideration plus delay and/or 
cancellation. 

1: Timing is terribly tight: Risks going to Bartlett hearing without 
anything to say if Hall can't be contacted. 

2. ,--If ·Hall· can ·be· contacted· today (April 11) , but release of pr:ogi:aro roust 

·wait for a Presidential message. 

- Make a few of the key calls on your list (Congressional calls, Mea.ny, 
one or two in industry). 

_ Make every effort to delay appearance before Bartlett until n:xt week 
telling him why the delay is needed an emphasizing that the first detailed 

presentation of the program after the fresidential message will be at 

hj.s heaiin~s. • 



. , 

• 
2 . 

1. Gets Hall on the record at an early time. 

2. Allows more time for detailed preparation for hearing. 

·eons: 

1. Allows time for leaks to develop and embarrass the Administration. 

2. Allows time for BoB to obtain weakening or reversal of Administration 
position. 

3·. Makes for slight embarrassment by not meeting the alr~ady-delayed 
Bartlett hearing dates. 

3. 'If Hall cannot be contacted today: 

con: 

- Delay Bartlett hearings with promise that first public presentation 
other than· a Presidential message will be at his hearings. 

1. Temporarily removes pressure until Hall can be contacted. 

1. Has all the disadvantages of option 2. 

v 
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Discussions with Senator Bartlett 

Ira Dye and I suggest the following approach in persuading Senator 
Bartlett to del~y your testimony until next week. 

There is need for an addition~l week since the President is out 
of the country. The Presidentasked you to take a few additional 
soundings with certain key industry people before he gDve a final 
okay to go ahead with the program. You anticipate giving him this 
report immediately upon his return from Latin America. In your 
judgment the reaction of these industry people whom you are now 
contBcting will be extremely favorable for we are now talking in· 
terms of something substantially above the 15 ship/year construction 
program in U.S. 1ards. 

If you have to testify tomorrow your.statement will not be responsive 
to the issue of a new program. Unresponsive testimony might well 
destroy the consegsus which has been laborously built up during the 
past month. If this consensus is destroyed and press reports of the 
results of the hearings are disappointing the President's support 
could be withdrawn. 

Your strong selling point to B~rtlett is that (a) by limiting -testimony 
on Wednesday and Thursd8y to Trowbridge and McNamara.and by carrying 
you over until the next week, his Committee and hearings will be 

·\ 

given a substantially higher and longer level of news interest exposure;., 
and (b) that you will assure·htm that the first public discussion other 
than the announcement by the President will be your appe3ronce before 
his Committee next week. -

, The alternn tive which Bnrtlett prob;Jbly would not want, is that once 

• 

you have nppeared before his Committee the likely next schedule of public 
hearings will be the House Committee which would then be first public 
fi iscl?s1.1:~:~of the program. 

7 ', • 

PLSitton:kam 4/11/67 
cc: Mr. Sitton 

Capt. Dye 
Executive Secretarictt-3 

Paul L. Sitton • 



FILE. DES!GNATION 

• 
!-ffiMORANDUM FOR TH£ PRESIDENT - .. 

SUBJEC'.i': St~tus of ?-fogoti.:~tiong on Mnritimc P:rogr~i.n. 

On April 8, you agreed to mov~ .:1head with the mtrritime progr1;m which 
I outlin~d ecrlier to the Cahinet Commitbw contil1gent upon securing 
~grecment of Prlul I-h;ll arid A;.1L-CIO. tod~y, the ire: jor partB of the 
shipping industry, the licm-rnr:d un:ton:J 2md on6 major unlicensed 
union ~re behind the progr~m . 

. Ue 3re ct present negotiating rem3inin3 diflorenco~ with Puul Hall 
and exper.t agreement by end of "JC!ck .. The st~tun of these nogoti-9tioM 
are: 

ll-.:tll w,.mte the level of fo~e!r,n constructi.cn ti~d to the 

• ••• 

• . .. 

level of domes tie construction um.k~r suba:ttly in U .s. yards. 
We 1,re proposing 3 .alternatlve3 fo-r con,;ideration. llnd believe 
thie clo2ed ended ~pproach v!11 pl~ce gre~tcr restr~inte on 
fleet expansion~--~ dcsirabl~ obje~ttvc. 

.... lldl t:,iMhcs to centraHzc ~d~inlstr~.tion of ca~go preference 
in DOT. This point cnn be accomaodated without lons of policy 
objectives. 

-- Hall proposec ~ pnncl to titudy naw sub~idy sy·otcm~ with 
representntion of all marit~~ lndu~try ond l~bor·components 

·au· well ae: gove1·-rLmr>nt ·;.ind the public. }.s long as this. is 
~dvisory in ntitm:e it could be s useful adjunct to our own 

··eff~,:-ts to exp lo-re dif fercnt m;bddy schemes.· 

In sc1cit:io11, Rnll h::is ttsl:e<l for accon no<l.~tions on scv~ra1 other pointr. 
which ·1. have ~t.9ted aro not nesotfable. Th..!::>e Dr~ as follows: 

-- Compensntion will b~ paid to 0-wn~rs~:hose· shipsi w_re built <lt 

U.S. pt·!cen in mnount of lrtr-mortiz0d investments necessary to 
innke • them firwncL· 1 lly even \-,ith foreign-built .ships. Rejected 
a~:-' unre~listlc t•nd wo c;m find other ways- to eccommodate thi.,; • 

• lle seems willing to ~ccept ~lternative appcot1chct~. 

OFFlCIAl FILE COPY 
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• 
..... '·? .• 

.. - Au operating rml>;.,i~y fo·r- rlon,.~stic cilrrier1~ to es~ist them it1 
c.011\peting l-iith on-land U.S. can'lerz. This w·.1s categodc. .. ;lly 
reject~d. 

Minimum pe1·ccnt:~ge. or c.si·go preferenc.e e;{:p,~1nded to 75%. •• Thi~ 
~leo was rejected. . .... 

. ,~.: Converted ohips under Defense' & • rmRF prog1:.·5m to be .av;1i1able 
under ship e: ch·:rnge to eo1nme.,_'ci.:rl operetions. This was 

• reJected.· .•., 

My judgm.ent 1H thnt we shall hnve ~ mutu:1lly .~ccq,tuble positi.on with 
H~ 11 by the end of this WGek.. Ila 11 .nnd I ::gree we s1~c within the s:i ic 

_ b~llp.n·k iind he is orudous to resolv~ HH11-:-itiing issue\s i1od to rnove 
ahr.n~d r~1pidly with A pt:ogr:sm th.At ?ws both Adt1iniotr.aUon ,r;nd fobor 

CONCUF:il~;~ttS 
IHG. SYIU~01. 

RTG.SY&il~ 

RTG,SYW"JOl. 

!" ·,;upport:. • He h..::i~; to find 8 fece-r,,;vir1g spproach te b;;ck sway. from his 
prevj_ous posi timl on foreign. ~;hi.p cons';;ruc don to 2~su~jge the contin.1.lin 1

•• 

e: 1i..irruu.:..7]'3la:' .. _, 
i11t-1·::ict~'!ble oppod t:!on of shipbuilding u11ions to w~1.om he owes • cm 
ob1ig;1t1on as con:.:tituents of th?. M(-q::·itime Trades D~partment. 

All other component3 of the :lrtc.(u~try cH:H'l L bor ~re re:1som1bly in 
stipport of thin progr;;:m except fot· th~ Shiphuilden Coun_cil of An:-eric~ 
and t.he sh1~pbuilding \.miens. It ·;ould. be ·um:eali.s tic to ei~:pect th..? 
shipbuilding industry to endoroe the principle rif foreign construction 
uude::.- ;.my eircu;nstDnce -- however, the Aero Sp~cc group of shipya-;;d • 
<r,,n'.}ers (Lockh-:-~d • Lit tort ~n1d Gencrt.a.l Dyn~mics), .,.who .:n-~ LJOre progressive 
t.h.m th.~ old Hne shipbuilderG, noem williug to s.~crificc the principlf! 
of foreign constrt}Ctiou for the opportunities of ~n cxp8nded.ship 
conotr-uctioa p•i·ograr..:t. 

PLSitton:kam 4/20/67 
c·c: Mr. Sitton 

Capt. Dye 

_. 

Executive Secretariat-3 

.signed Alan s. Boyd 

Alon S. Boyd. 

.• .... 
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FlLE. DESIGNATION 

.. -, 

April 24, 1967 

Maritime Program 

Paul L. Sitton· Paul L. Sitt~n 

Secretary Boyd 

The Bartlett Hearings are set for a week from today. There are a 
number of things that must be done by you personally: 

Obtain Paul Hall's final concurrence, either directly or 
thru Lane Kirkland. We t~ink they accept our approach on 
on the foreign construction tie-in (a conversation with 
Ray Murdock seemed to indicate this). You have a meeting 
scheduled. 

•· Clear up the matter of whether there will be a Presidential 
Message, and when. Obtain a go-ahead from the President to 
present program at the May 1st Bartlett Hearings (issue 
raised in paper cabled to President this morning). 

' 
Touch base with key congressional figures on-program with 
latest changes (let them know "officially" fran you about the 
30 ship level and give them first news of the tie-in on 

.. foreign construction) and to bring others including Republicans, 
aboard who in your judgment should be notified. This can· be 
done by phone from wherever you are after the first ~o items 
are cleared up. 

~- Touch base by-phone with 2 or 3 persons from industry-mangement 
and give them similar briefing. $uggested are Solon Turman and 
Ralph Casey. 

\. 

-- Be available for a 3-4 hour session with selected DoT and MarAd 
ofHcials to run thru the Hearing Statement. the Back-up Book 
and to develop unforeseen tough questions. We will schedule this 
fai~ly late in the week. 

•• Schedule a major press conference for May 1, right after the first 
aession of the Hearings. Although you should plan to hold this 
yourself, if you are not available or do not wish to do so the 
press can be met by Ira and me without involving you directly. 

IRa Dye/bjs 
cc: 
Ex. Secretariat 
PLSitton 

(3) 

.,._ 
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F!L' -DESIGNATION . 

• .. MZMORANDUM ·FOU 

·aonor;.:iblc Joseph A. C.cilifano, Jr. 
Special As1istont to th~ Preaidcn~ 

_·:·This raornfo.g I met with P~n.tl H,::;ll on the tnLP:itime _prognun. 
Uc st:Bt:ed th~t due to [;tronz opnoo.ition of tha ohiphullding 

_· industry (mm1;Jgcmr:nt Hnd Union) ~ind of cGrtr.d.n tn11r.p ope1:at.or~, 
· it would be_ iro.poEH;:i.bl1~ for hii'tt to ~uppor.t the propo5~d p1·orp:Dm 
so long as it cant~i~etl for~ign conetruction. His rcluctDnce 

• stem:; from hi~ view t.h::t it is not .;;,1bble in th~ Congre$s. 
·1 believe that be ttH:Hle 1J sf.n~ei°~ eff.cr:·. to ►'iell our p:ropos3l 
. to thes~ groups ~nd failed. 

Jt;ll flso :l.ndic.:.:.tcd th::t b~c:,Uf!O of hi£ co 1m:ttm:::~nt::, to then0 

• t~1~ot1.p~ and the le!:tde:rship h~ h,~ s pt·ovided ·in thH 1M~ i time tired, • 

• .-th:1 t f.t 1-;ould be itnpo.ssib le for M.m i:~ Bupport the p:·ogram if 
_·._ ... · the l\dminist1:01tion sent it to Coat;n~-,s • 

... 

In the next s~vcr.11 d~ys t nht:11 :)tt<::mpt to conbct cert~in key 
represent5itiv--:19 of the shipbuilr ini; i.mhrntry to tH!e· if th is 

posHion in oppot.-dtton cm•i b~ _ch::mged. Oche: ..... ..;iBe • I h¢ld out 
~:• little hope of r,ot tiug auppo:~t from th~ Al1L-C10 0~1 Bny p::0$1'.f:!!.l 

: thnt th~ Prcsid~nt i-:en~s fon1,n·d cont:d.~lin 6 .fo!:'e ign --$hi~> 
construction. 

.;_ 

.?:·_: ·: 
- . . . . If ·.· 
" - • PLSitton: kam 4/25/6 7 
·: • cc: ·Mr~ Sitton / •• 
• ·capt .. Dye 
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The pro~osed Federal maritime program under study in the Administration· 
is ready for submission to the Congress. Its major elements are as 
follows: 

.... .. , 

(1) 

. ' 
::1·· ·' •. '. I', 

Annual increase in Federal subsidy support of about $150 million 
which will sustain employment of about 54,000 jobs by 1978 as 
opposed to 37,000 by projection of present program. This will 
be accomplished by: .1 .. 

;~;.::·: .. • . 

I!!',•, 
.,.·· , 

,.;,_ .. , .. 

, ~ -- Sharply expanding U.S. fleet tonnage from 14 million to 20 
•.••• .•. • ,. :.:. • .. mi~lion in ten years. 

t.. ' ~ 

, .... 
'I t• • 

.. . 

,• i I•• 

,j 

... , 

Providing an operating subsidy to now unsubsidized operators 
in liner and bulk trad~ to permit them to compete for the 
expanded U.S.-foreign trad~. 

Maintaining the availability of preference on Government 
cargoes to U.S. flag operators a·nd centralizing its administration 
in oor.L, • 

• 
, ::. J21 . ~ .. ~e., long-range health of the industry and the protection of :,obs 

. •. . ·: '..-..... mproved by reforms in the present policy 

Restructured operating subsidy schemes will remove Government 
from involvement in business decisions of the industry and give 
them competitive incentive. 

Provides a guaranteed basefor ship yards to modernize and 
improve production techniques. 

-• Provides for foreign construction of some ships(without government 
.costs)tied into U.S. ship yard levels. 

Provides protection of equities of present domestic operators 
under public hearing procedures while allowing them to selectively 
introduce modern equipment. 

Substantially expands research program in maritime area, plus 
nuclear ship development program. 

~he Maritime Administration and its programs to be transferred to 
che Department of Transportation so that resources available in 
that Department can be brought to bear on maritime problems. 

·,· .• :. ·,· ·:.~:·. ~-·.· ·•,, >'· . •,,' .. ,; •• • ·:·' , 
~ 

• : f. ·.,:. ~ • ' 

': •, .• 
• , I 

• .. ' .. •• '. 

0 I • ., • -
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THE SECRETARY OF TRANSPORTATION 
WASHINGTON, D.C. 20590 

. : ... -

MEMORlANDUM FOR THE PRESIDENT 

Subject:" Maritime Program 
... 

I am committed to testify on the maritime situation before Senator 
·Bartlett's Subcommittee, Monday; May 1.·· • I do not beHeve it 
wise for.me to avoid this hearing since I have alre~dy requested 

• a delay on two pa st occasions, · - · · 
,. ' 

• •• w~ • 

Furthermore, I believe it essential that I outline the contents ·of .,. • 
the program we have developed. To appear and stand mute would 
lose us the already essential support we have d8velo1 ed in the 
industry end the Congress. I believe there are two ways to 
present my testimony. I am in favor of the first alternative outlined 
below. The second alternative would also be a reasonable • • ·'-· 
presentation-

.... -: . 

First .l'\lternative .... -: 

I would appear and read to the Congress the contents of your letter . 
of the same date, transmitting to the Congress a new suggested 
maritim~ program·. This would commit you to the submission of a 
legislative package implementing the program~ It would also 
commit you to a vigorous fight for its enactment. 

I believe this would be the most acceptable course of action for 
you to take, given past stntements that the Administration would 
submit a new program. Furthermore I believe that with diligent 
wor~ 1vve could crack the maritime coalition and enact the legislative 
package. 

Even if we failed, I believe you· would have discharged your 
responsibility to propose the best program that economic reality 
and maritime necessity demand. 



• Second Alternative 

~ _Y{ould eppea~ ond set before the. Committes the _f~~owin~H 

·Your req~est to me to develop-~ new.program_. 

• -~:-··:, ;:_ ,. !,4y promise to you that l would not seek. your support 
• ••• ·, •• '. unless the ne·w program hf~d general support from 

.·: ~anagement, labor and government. .., -_·.~ .. /: · 
•. • •a,..:°'r 

. . • •• - ':.:, ·:~: ·;i,1~~ .• _.I;. --~-

. '·. ·My ~sssssment that such nupport is._not no~;\;re·~-ent. 
'J • • • • • • ... ,. -

·1t.1y belief that I should nevertheless. outline tho cop.tents 
of the program. • • • 

!-_':, 

• My determination to continua to ·seek ·sup~ort .·fo~ tt.' 

Alan S. Boyd 

.. 

--~---··:~:-~---·· )LSweeney/fso 
• --~ 4/26/67 

..... 

cc: Executive Secretariat_ (DpT) 3· 
Mr. P. Sitton 

, ...... . 

--:· :., t .. ~· 

-: •-., 



• 
FIL' ::.11:.StGNATION 

APR 26 197 

Honorable Huh .. '1rt H. Humphrey 

SUBJEC1~: Maritit~ Progrmn 

The proposed nn\ri tit::e prog:-am en wh.lch I have at 1.er.1pted to 
gain supp,:,r·t .from both industry ~-1:d labor is presently 
stalemated .:wer th~ question of f'orel~.n construction .. 
P·<\ul Hall has att£·:mpted t=l g~in the support for this ~o­
gra-m among the unioris -of "tha Mari tlme Trades Department 
in the AFL-CIO. Ho informs no that t.hc shipyard u.nions 
are ada~~nt in thci~ opp◊sition, 

You htdic~ tetl yoyr w:1 l lingness to discuss t~~s pr1~gram ,L~i th 
Mr. R-ttsFie11 K. Bexg of the 'Boi lertt1~!<.e1;s Union,. who is one 
of the l"ey leada:::s in this ·opposi t~on.-

Wi thou\ their 3cq_t1icscencc tLe ~FL-CIO Mari time Tr~des 

CONCUR~l!NCES 
RTG, SYMSOL. 

·1i,frriALS/Sl~ 

·.;:.:--re:--

RTG. &YMEIOl. 

i------
INIT IAUl/l!IJGe 

·-------DATE: 

RTG,SYMBOI. 

-iNli-,Ai.ii]aac:a. 

~----~-
DAT£ 

ftTG.S\'lmOJ.. 

IN1Tw.e}mca. . 
-.i~n: 

ftTG.&YililOJ,. 

rNrrwi}oua. 

- -· 
DA.TE 

,. Dep~tment \-;ill oppose any program whic11 the -P:resid~nt 
transroi ts to tha Ccmrrrcs~ that cr:,ntains forci.,;;n construed.on .. 
Without the :forci~n cons tructior, provisiort I canrmt .advise 
the Presid0nt to ~o ahead with this pro·r1ram. 

RTG.~t. 

Our ne9·,,_-,tlations ~re a·r an extremely cxitical st~~ and 
your good of.fices in this m.,tter would~ ~·~•c-trem-ely useful. 
Attached is a Ln.ct sheet im:licatin9 the ~1~jor 1 tems ¥7hich 
you may wish to discuss wit.h Mr. n~rg. 

Alan S. Boyd 

A tttlchment 

m&TWi}mJ<a. -
---DA.TE 

RTG.~J.. 

aNil-~]sca. 

---DATE; 

RTG.SYIIBOI. 

-iNinAJJJJma. 

-DATE 

PLSitton:nn 4/26/67 
cc: Se-~etariat (3) 
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OFFICIAL FILE COPY 

. -~ 
RET .. !F< FO..~ FlLlrlG TO 

',L-&"--r'~ 



• 

• 

Alan s. lbyd. 
Secretary. DJpartment ot Tr.m.sportation 

Subject i Rooora.1?1ended Course ot .Action vi th Pespect to the flew 
Merchant l'~rine· Frogra:a. and Pol107. 

It now seems 1rlp•3rative that. the President sub!11t to the Congress 
at the earliest possible mo~ent the pro~ developed by you after 
consulting with practically all sa~ents of tho shipping industry, 
_th.e ship buildL~ indust.r.y, and labor elements thereot. Th1s pro-
gram 1n vnrious toras has been reported in tho public press and has 
been the subject or e.densive consideration and de~to 1n both in­
dustry and labor circles. At the present time the Congress gives 
substa.ntial evidence or iro~tieno-e with reluctance ot this adnlinis­
tra tio."l to devolop e.nd stand 'behind a forward looking program for 
revitaliiation ot tha ,~erican Merchant Marine. Giving due regard 
to all ot the possible comu)~uence, it appears that the President 
vill be well advisod to proceed p~ptly with .sub111ssion or his • 
tomal recor.~endations to the Congrass. 

In an industr-J'. as dive1-sitied as 1-.::~rica.'l Ghipp1rig Vit.)i dividing 
interests, tmot1ona113ln s.tnd pi3rsonnl prestige 1noluded, 1t is highly 
improbable that ti.YlY prograni con be dsvelopod which wo'Ul.d receive 
approval in nd.vanoe tr® all el~ents or th() knerican sh1pp1n.g ancl 
ah1.p btti;l,ding 1ndustcy. 

'lhus, while 1 t. is h1ehly unlikely that all elementa 1n any prograai 
aum1tted b:, t-"ie President w-lll bG enacted into lat1 or otheNiso 
receive Congrassional approval, the sumission or the prog.r~m is 
now approached in the national interest and in order to give Con­
gress nnplo opporttudty to consider f'avorabl . .r thg vimrs or po3sible 
.oonrllct!ng 1.ntereat. l'nless this· is dona no.r, there is arAplo evi­
denc~ ~¾at. iailuro b'J the Presldant to subnit this progra~ will be 
construed as a sign of we:lkn ss by certaL.-i elcneo ts or the industry 

_ vbo would then urie en the Congress enncttien t, or fraglnentary and 
perhaps r&3.~&ing statutes which would further tend to perpetuate 
t.'le structure or tho industr.r. lhus, tor a-ron1plo.1t 1.s not. beyond 
the bounds or rea.11 ty that in the event t-lJe Presitlait shou.ld not 
elect to subut a c~prehensivo maritime ~roiraa to ~ie ~"'lgress, 
t.~e O:mgross might. enact bills such as (1) t.ha establishment or the 
Mari ti..4'1a Ad:"linistra tion as s.n 1nde~endcnt. agency ( there are 1n excess 
ot 90 such bills pondin~ 1n the Con~rcss at the present. tir.ie) (2) 
authorize procrams each year to detenrlna the contra.ctual authoriza.tion 
limits ot the ne-.1 intlepend-nt agency, and (J) p1'Widing appropriations 
J1acesm17 to enable the foregoing. 

At ti'le present tbe in the throes ot the Viet Nrua waza with national 
reco~ition or the all important roll pl2yed by the u. s. Morchnnt 
Yli3ring, it is highly, indeed probable, that insurgent leadership in 
the .. _,.0~1;7~ ~ d s~~-t!-J could develop an inde?t-,"ndent p o~~ ~nd p,:,s~"ihl..v 

1$.:'ltlsf~ et""'!7 arr 1".,,..1ve it enaeted into Lav. Such a mo-ve tt.··v1~ltl.:-.. c-lly 



• 

• 

2. 

would hnve stron& support not only r~ responsible elemoots or the 
Democratic p.?.rty but. pl'3ct1cally united support trom the Republican 
part," vho would sl.e~o upon this pro~m as a fu.rth~r meana tor et.­
_barra,sSiaent 2nd dis~raditing t.l-io etrectiveness or this n<hinistra­
tion • 

• r, 



• 

• 

3 . 

On the other hand, all elcrnents of tho industyY including lnbor 
will reC0£11hc that substantial elements of the program developed 
by you nre constructive and farseeing• and tliese proposals will 
obtain the deserved support not only 0£ Democratic n1eri1bers but 
also, I believe. of a signlfic~.nt ntrnbe-r of Republican members of 
Congress. • The various subtt1issions of this prog·ra,n, most of which 
will be supported by substantial and resp~cted segments of the 
maritime industry wi 11 .almost auto~atically split the Rept:blicftll 
party and enlist the support of stTong elements responsible to the 
national adP.linistration. 

Accordingly, for all of the foregoing reasons and for fflany others, 
I believe that it is now important for the President to forward a 
messoge to the Congress through appropriate channels presenting his 
views and recommen~ations as to the program necessary to revitalize 
the American Merchant Marine. 

' Great care must be exercised to develop the greatest possible accept-
ance for possible building in foreign shipyards in view of the obvious 
resistance by the American shipbuilding interests together with 
~ertain - but not all - labor elements. 

Among the va.rlou.s fnctors which mny be considered in this connection 
are that the President will include in his ~essage and you will 
develop that (l) the Administration thoroughly supports an adequate 
shipbuilding inc!ustry for this nation. one that not only must be 
satisfsctory in tcnns of mobilization requirements but one which also 
bas the potential to contribute to export expansion; (2) in the near 
term future the consensus of the President· anJ tho Ac!ministration is 

. that as a result of pressures of n Soutl1east Asia conflict, manpower 
shortages, the V:lSt volume of orclcrs flowing into shipyards from . 
Naval, Coast Guard and other Government sources~ the ra1,itlly developing 

•. offshore drilling and oceanographic progra~s, and the increased number 
of ships to be built in k,erican shipyards, the capacity of American 
shipyards must be stretcl,e<l to the breaking point. A review of deliveries 
by Ame•rican shipy~rds will clearly confirl11 th~t in the next two decades 
deliveries of vessels for private account h1we not, on the average, 
exceeded the 30 ships per annum which the Administrntion program pro; 
poses to build in A.1lerican shipyards; (3) a high-level commission win 
be established which will include the Secretary of the Department of . 
Transportation. the Secretary of Defense. and the Secretary of Coa~erce, 
totethcr_with represent~tives of shippin~ and shipbuilding industries 
whose purpose it ~ill be to make recomaendations to the President for 
the level of shipbuilding necessary to sustain en adequate commercial 

.. and 11ili tary base after co:npletion of the first 5-yetlr shipbuilding 

.plan; (4) thereafter it is contcnplate<l that the findings of this 



4 .• 

commission and other ~aterial will be ~nde availkblo to the Congress~ 
together with the recor:1mendations of the Ad~inistration as the annual 
level of shipbuil<ling necessary to be retained for United States 
shipyards in order to fulfill these nationnl objectives. 

In effect. these proposals would provide American shipyards with an 
ex~eedlngly large volut!le of orders, a backlog of which because of 
delayed deliveries., woul<l provide Teltitively full shipyard employment 
stretching into 1975. (This conclusion is based on a 5-year progr011 
with 3-year delayed deliveries being 8 years ad<led to 1967 tnkes it 
to 197S). 

Some pressure of access to foreign shi11buildin2 is necessary in the 
national interest to avoid the possibility of run-away inflation in 
shipbuilding costs and prices which will affect not only the private 
sector but also Naval nnd other Goverrunent constructfon to be under­
taken in tho near-tenn futur~. In the event foreign construction is 
not acceptable to the Congress then sone other expnnsion valve must be 
utilized to restrain prospective inflation. This ~ay require the 
reopening of Na,-y shipyards so as to siphon off s001c orders for Naval 
Cl"af't from the private shipbuildini industry. 

r. 

.•. 

,:,; -· "l' 

I IL~ ·,: ...... 



• 
ln furtherance of the program, we urge that the President should undertake 
and autl1orize the following steps: 

1. Immediately prior to submission of his reco:m,~endations to the Congress 
tho leadership of both the Senate and the l!ouse should be consulted and 
ad.vised of this impending action. 

2. The Secretary of Transportation, to who~ has been delegated the res­
ponslbili ty. for develor,ing this progrru:1, j;hould appear before the Senate 
Commerce Committee ns scheduled on May 1 and testify as to the details 
of the program. It will be essential that you be supported by other 
witnesses and.that there be presented by way of testimony or submissions 
economic support covering the level of shipbuilding employment, ship­
building orders, and a host of other related factors. 

3. -Shortly after submission of this program, it seems appropriate that 
there be subaitted to the Congress a reorganization plan which would 
transfer the Maritime Administration from tho Dap~rtrnent of Commerce to 
the Department of Transportation. In advance of this submission, con­
sultation should be had with and support solicited from both the Coia,"nittee 
Chairman and the ranking 1ninority members of the Govenw.ent Operations 
Committees in both the Senate and the Bouse of Representatives. 

During the 60-day period in which either House of Congress has to reject 
the reorcanliation plan by majority vote, the ruaritime committees should 

·be actively engaged in hearings and the Administration should strongly 
support its maritime prograro through direct and indirect channels. The 

•

i. ,· effect of this will be to weaken t11e efforts of any special p.rivllege 
. groups which seek to defeat the reorganization plnn. ✓ 

<... 

• 

In the face of constructive A<lministration maritime proposals. in the light 
of the Administration's willinsncss to consider alternatives, it is highly 
unlikely that there can bo engendered the kind of e~otional atmosphere 
which developed last year during consideution of the Bill for establishment 
of the Department of Transportation. During this tit1e those opposed to 
inclusion of the Maritime Administration in the Department of Transportation 
concentrated on the alleged failure of the Administration to submit a com-

~ prchensive caritime prograr.I to the Congress. Under the present circumstances,, 
td th the· President standing behind such a prograc~ it is highly unlikely 
that any efforts to defeat the reorganization plan will succeed. 

, • . ,Jp-( 
Reverting now to the basic ~nritime policy, it is quite plain thataat; all 
of the· Administr2tion's program will be enacted as submitted. Novertheless, 
on balance, after giving all elernents of the shipping and shipbuilding 

. communities opporttmity to be heard., the Congress 1--111, in my opinion, 
enact a progrtll11 wl1ich will be satisfactory to the President. 

On the other hand, au unsatisfactory program enacted by the Congress after ' 
PJ-esidential recomruendations can be vetoed by failure to submit &ny progra,~ 
can be selied upon by the opposition as ab<licaticn of Administration Tes­
ponsibility in an :~ea which is presently in the cen~er of the national 
stage. ~~---~ u~~-••• '! - ~f_-.:~-1:-:­

r.:.irt C_ D2vis 
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- Industry would have the :f'.reedan to replace ships . at a rapid !: . 
rate and expand their fleets - and the responsibility for • fl 
finding capital and cargo. :_: . I~ 

2- All operators would face world market ship prices, 1n U.S. or 

5, -

~ro~. • • 

Operating aid would be available .f_or all ships that industry 
can find capital to build - up to the limits shown on the 
pages that follow. 

t/. -, Shipyards and ship operators wou~d have separate direct subsidy· 
programs. 

Larger Program in American Shipyards · ,, • -J • . · • _:. '. .,: . . t • 
. / 1 - ship construction program would b~ incre~~d and .helt:'ugh1y • •• t ••••• _. _: _:· ·: ••• r 
,, level. ·· ~: ~-
..?. - A .separat~ shipyard subsidy sys~~ will be provided. . . c • __ _ · f . .: . [ 

· Shipbuilding subsidy (up to program money l:!mits) would b:=l 1: 
shipyards for sales to operators that give most ship value -per •. i'. 

subsidy dollar. - • . ~- ~ f: 
1 

.I./ - Ships· built with shipyard subsidy would be available to ~ j 
, 1n bot_h foreign and danestic trades - all ship types. -. .. ·· 1: 

5: -.. 9onversion prograrn for inter:lm NDRF revitalizat;on. 

• t. - Repairs in U.S. yards expected to inc.rease. _,~ 
.,. 

l 

. f 
: 

l-
' ,· 

Additional Liner Operators Brought Under Subsidy 

I .. Present unsubsidized operators can obtain operating aid, initially 
on an exper:lmental basis, using a new subsidy system. 

. 
! . 

. ! . 

i:: 
New system, after 3-5 year development period, would, if effective, . . ~'- (' _ . . !

1

, __ 

be extended to other operators as contracts cane up for renewal. v 1 _ 

Direct Operating Aid for Bulk Carriers 
I , ~/ !~ 
~ (J !·. 

..( .r-1 r; v'- . , .. 
. . . t', 1 

::! 

) .. . :-' New bulk carriers could receive operating aid to enable then to 
compete for carmercial cargoes and long tenn charters. •. [/CS ::: 

• ·I 

Bulk subsidy system \O.il.d be developed over a 3-5 year period bet:ore 
finalization. ' • 

.. : . 
•. i: 

·- • 
'-'------'-"" .. ___ ---·-·------------,,_ .. -_----,---:------
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Cargo.Preference Retained - Costs Reduced 
=-=-.-

. j 
4 

-:- New subsidized ships wanting to carry bulk government cargoes. 
·would have "Fair ·and Reasonable" rate administered to be. close i 
to ''World Rate" . . . . , . . _. I 

-,Z. - Old unsubsidized ships would be hand~eq -~der ."Fair and R~asonabl~'~1 ®~u-·,·-.; 
rates and cargo reserved for them. . • " . · . . • . . 1. • l\ i 

• • • •• -~ -:··. • • ._·.-:_' .,,,., • • • ~. • •• • • I I 

• /:' • NDRF Revitalized . . . · · .. :-.-.:.:,.-·-:·... •• : ·. - • . · . 

. ,. · 1 · I.~ AP-5'~ would be'converte/and pu~,b~ck into ~RF; size Of pro~. 
up to 100, related to amount of active shippi_ng available. j . 

,,, . . ~ 

. . · l ') :Z .. 1- Sane returning GAA ships would be repaired and put back ·1n NDRF. 
. . $. :~ Possible early retirement program for mariners and newer ships, into 
I NDRF. \ . • 

: / 
'if. -r.ttt-~hips added to reserve_?ee~ would be Under modern"prese~on. ··• 

S. , ~~-No NDRF ships put in under thfs feature wpuld be available under J.._ i< 
, . \ , . ship exchange. . . . . .· - . · --=--:---- ~ 

. i \ . . -,:~. . . . . . , . . . . . . . . . . . _ 1 

• ~, 
1 
-'" Dispose of non-usable ships and reduce nunber of sites. • 

. ' • • 

• .NUc1E!ar Ship Prof£:am / • • • < • • •• • x·· 
• /. - ' A nuclear ship program, _based on a re.cent study, would be part of . 

the total package. • • 8 
·. . j:. ,~ rl 

//. Increased R. and D. 

/. ·- • Increased emphasis on maritime/port R. and D. as part of transportation 
research package. . ..... :::. • 

.._ . . . .. · . . . 

..... • J,, ~- -:· .• 

•\ :l''!. . ·: 

.•· . . .. . . . \. .. ' . 
:_ .·•: 

• • • •• ·./ '> .: . ~ . . ... 
. •. ·. ••'',••· ..... . .... 

• I 

I 

I 

. ' 

: I :,• f 

---· ···--·· •• ------- . . ~~: :-· : .• :· ·"': : . - . • • ·_., ... ,.· •••. -:.:_·_' [ 
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Proposed 
Program 

Current 
Program 
for comparison. 

•.·· . 

PROORAM LEVEL 

Construction in 
U.S. Yards 

• 30 per year 
. • . for 5 years.; . ~ . 

· . ._.._ •. then 25/yr. • 

13-14 per yr. 

......... 
. : .. :, . 

• ·-
.:,: . ... 

•,• • : I °' • • 
.. ·. 

Federal.$, to Yr. 
Cumulative 

• ·. ·.-: .:_. · 5.1° B~ i •. ·. ·, 
,. ... • -·. ,,.. . . .. 

... ;',·' : ·, .. ;,,::_:/( }\<.\- .. 

.. ;.:_;,, ··:. . .,. · .. ,' ,' . -.,;., .. . . 
•.:• . . . ... :, . . 

. ..... ' 

. • ..• ::..-·.· ___ 3.8 B .• ••• 
....... 

.. 

.. 
. . ... . . 

" . 

. . . . . . . 
· .•.• • •.• 'FEDERAL MONEY IEVEIS' 

.... ·. 
•, . 

• .. ,' 

• ·F.Y .. • ._ : ·: • Proposed Program . ·- ·eurrent ·Program 

1969 
1970 
1971 
1972 
1973 . 
1974 
1975 
1976 
1977 
1978 
1986 

., 

.. 

'· 

·51.J6 
582 
573 
532 
520 
483 
487 
489 
452 
444 
495 

. ··•t. 

.. 
•, ... 

•:, 

.. 
... 

•. -f 403 
409 
407 .. .. ·.; - 400 

" 398 
337 
391 
281 · 

.. 270 
• ····264 

I 41q . -
. .. 

• AP-5 Conversion = $60M/Yr. and Nuclear Program, 
.would be add-ons to this . 

.. . ,. .::,•- .\· : .. :. __ ... , __ ·_.-._.:_.:: • .. ·:.·-· ... _. ·_:.: ,·' : ·: . 

.. • :.· ... 
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· -:-"': )--. •• CUMULATED COS'IS 

Proposed 
Program 

Current 
Program 

·- ! 

for canparison 

Proposed 
Progr,am • 

Current 
Program 

:,·. 

.. . . .. 

First 5 Yrs. 
(FY 69 - 73) 

·.• • ·Fed. 

.. ·. 

. .. ···.· 

·----
$2.BB. $2.4B. 

$2 .OB.'. $0 .6B.-. 
• I. -~···: • • • ·-:::. 

·FLENr SIZE 'TONNAGE 
.•• (001 • in ·Millions) 

.. ·1976 ___ .... 
·-···----

861/19.0 

641/11.2 

• ' • -• . 

.. i ... ·. 

. .. -·· 
-1 

First to Yrs. 
·(FY 69 ·..;. ·78) 

4. 

• ·Fed. ~ Priv. ·cap. ·Needs 

·$5.lB. • • $3. 7B. 

.• .... ' 

i986 

· 1035/27 .6 

619/11.6 

' 

; 0. 

r • .-

:·· 

·.·-· • .. 

. : ... •.• I • . . . . . . 

.... •_. 

. . . . ~. .. 
• •• _1_,•.··:·· •' • •• 

. . , .... _ ... _.,·. 

·/: ... :-... . . ; ... .. . i,.:. ·. . •.·· ' . . 
.; .. -

.• .• 

. .. 

•. :.· 

., 

:·•. 
•,·· 

,· ,· .. 

•·· 
.; .. - . . .. .': • . :·r . 

·,_·. . . . . 

.. • ,! •. 
• : • • •• 'I• 

... .·.: 

,· ·.-•·· .. . · .. ·. 
.. .. · .. · .. · ... • ... : . ' 
... 
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i 
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. 
A. Construction Subsidy 

1. Construction subsidy, sufficient to enable 

shipyards to build and repair ships at or near the 

·average world cost, will be provided directly by the 

governm.ent to .American shipyards. 

2 .. The construction subsidy will be paid for construction 
COJJV6f3'ifJ,"1J 

andlrepairr;;f all types o.t ships, and the appropriate 

ships will be available to American operators in all 

·trades, foreign and domestic. 

3. The responsibility for finding capital with which to 

purchase subsidized construction shall be on the 

purchaser, but he will continue to have all of the 

• financing advantages now available under the 1936 ~ct, 

including Title XI. The govern~ent will.enter into 

tD:7 /1ongterm char~ers with America; operators f~r the move­

, lment of all government-owned.an: sponsored cargo. 
~ 

For each of the first five years, the construction 
. . 

subsidy will be sufficient to finance construction of 

at least 50 ships, including 15 liner ships, and 35 

domestic type, bulk, container·and tanker ships. After 

the five-year period, the construction subsidy shall be 

adequate to enable the American Merchant Marine to keep 

pice with the growth of our domestic and foreign com-

merce of all types~ 

S. Ships constructed with subsidy shall be sold to American 

operators within 5% to 10% of the average world price 
t' 

for vessels of similar type. 



,l.x- . 
. ✓ ( 

~- In awarding subsidy for all types of sh~ps other than 

liner, priority shall be given to ships of a capacity and 

design most beneficial to the commerce-of· the United 

States. 

7. • With respect to all American-flag ships built within 

the past· years in American shipyard_s, and . now • 

being operated under the American flag, a construction 

subsidy shall be paid to the owner in an amount equiva-

lent to percent of the unamortized cost. 

0 If, under the above-described program, American shipyard 

~- facilities are not available within a reasonable time 

G~vl"~.,' ~(,.} ·for 'Y Jl'v the construction of· new ships, and until such facili-
V ( ;r, 

K,_,. ·. ";f,·. ties are available, American operators shall_ be permitted 

to build ships abroad for operation in the American 
r 

industry. 

, B. Additional Liner Operators To Be Brought Under Subsidy 

1. All pending applications for subsidy which are eligible 

under the 1936 Act will be approved for subsidy as now 

constituted at the earliest possible date. 

C. Operating Subsidy System 

• 

1. The Maritime Admini$tration would immediately undertake 

a complete review of the existing operating subsidy system 

for the purpose of designing a new system to enable ~11 

American operators to compete effectively with foreign 

operators, to provide incentive to American operators to 
~ 

become and remain competitive with foreign operators, and 
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to provide American operators with incentive to 

increase their cargo, outbound and inbound. 

To assist_ it in making s~ch a survey, the Mari time 

Administration-would designate a panel to consist one­

fourth each of representatives of American-flag ship 

operato~i in all ~ategorie§, maritime labor-representing 

all segments, government agencies concerned; and public 

representatives having an interest in the well-being of 

the American.Merchant Marine.· Action .of the panel shall 

be by majority vote. The .members of the panel, and all· 

segments of the American Maritime industry will be called 

upon to assist and cooperate with the Maritime Adminis­

tration in the development of a new subsidy ~rogram. • 

3. Once a new and improved subsidy system has been devised, 

it shall be appropriately. e_xtended to all operators 

receiving operating subsidy. 

D. Direct Operating Aid for Nonliner Operators 

' 

The Maritime Administration will undertake immediately 

to develop a system of direct operating aid to all non­

liner operators engaging in our foreign trade, designed 

to enable them to compete with foreign operators. 

2. The Maritime Administration will undertake immediately 

·to develop a program of direct operating aid to en~ble 

American operators in the dom~stic trades, coastwise, 

intercoastal, and noncontiguous, to withstand the unfair 
.:. 

competition of nonwater-borne carriers. 

i 
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-._·cargo Preference Retained 

W 1. Old unsubsidized American carriers of cargo-preference 

cargo shall be paid fair and reasonable· American rates 

for carriage of such cargo. 

r 

2. As new subsidized American ships enter into the carriage 

of preference ca~go, they.§hall receive direct operating 

aid sufficient to enabl~ them ~o carry at fair and 

4-. 

reasonable rates close to the world rate. 

The minimum percentage of government cargo which must 

-be carried on American ships shall be increased from SO% 

to 75%. 

The cargo preference laws shall be enforced and adminis­

tered by the Maritime Administration. 

NDRF Revitalized 

1. 1, 2, 3, 4, and 6 shall remain as expressed in the ·paper 

entitled "Program Features". PS. All NDR~ips 

returned to reserve under this program shal~(be available 
-·-

for exchange under the Ship Exchange Act. Vessels 
~ 

? 
received in exchange shall be converted and restored to 

NDRF. 

G. Nuclear Ship Program:. H. Increased R & D: I. Ship Availability 

for Defense: 

No comment~ 
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• 
May 25, 1967 

MEMORANDUM TO FILE 

SUBJECT: Contact with Thomas A. Retell (Roe-tell') 

As requested by Mr. Sitton I called Mr. Retell (Pacific Co~st. 
(Bay Cities) Metal Trades Council (Phone (415) 647-6905)) at 
3 P.M. on Friday, May 12, 1967, to arrange the appointment 
requested by the Secretary. I was advised I had just missed 
him. After discussing the purpose of my call with his secretary, 
she advised she would try and reach him and call me back. 

At about 5 P.M. Mr. Rotell's secretary called back and advised 
she could not reach Mr. Retell until Monday. 

_I again called Mr. Retell at about noon on Monday, May 15, reached 
him and discussed an appointment. He indicated the possibility he 
would be in Washington on Thursday or Friday for a meeting of the 
Metal Trades Department (AFL-CIO) and would call me to work out an 
appointment if the trip materalized. 

On Wedhesday, May 17, Mr. Rotell's article in· the Labor Review 
came to my attention, and I discussed its implications with Mr. 
Sitton who agreed to my recommendations to now leave the initiative 
for the appointment with Mr. Retell. 

Bursely 

PBURSLEY:nla: 5/25/67 . 



. , . •' 

. · . ., 
-.· :.. . . . • ·-

~ ~ . 
--:· ... I:.· • • 

> • •.. 

,.-· ... ... .. ,,. ,. • THE SECRET.A.RY CF ·:";·FU\NS?ORTATlON-· ··-'_-
·. . . 

. 'l.iASi•H,~•3TON, D.C. __ 20590 • 
. : •'. 

, ... •.·· .. 

.. . .. ....... , ... . 
:., • ~ • • • . - J. .. • ·- •• 

SUBJECT: ~itime Matter~ 

· . . Since you h::ive ·been developing ma.rit:L111e ·progranis for the Department 
~d are thcroug11ly familiar with the -~iatio"na-1 r:E.ritirne background, I 
would like yo"u at the earliest possible time to: 

1. Reviei:.-1T existi..ng laT,-1s, execu.ti ve orders ar.d Depa:-trr:ent orders 
-to determine my responsibilities in the maritime field i..ri 
the event of hostilities or a widened·efi1ergency with rn.aritime 
dimensions. • • 

. · ..• 

2. Provide me with your judg;nent as to whether we are adequg,tely 
and properl~, organized to deal with our potential r.i.aritirne role, 
includ~ng your recomnendations for any changes. 

. -. 

Deten:line whether the Departrr.ent 's presently established role in 
err~rgency mc.ritime·rratters should be altered er strengthened. 
Spe.cifically should an attempt be rnade, based on the potential 

__ emergency to move ahead with placing the tlfc..!'itime Administration -
under the Department. • 

. it would also be useful ·for you to su:.rvey"° .-personnel resources of the 
Department (i.e. persons who are familiar with maritL--;ie activities) 
that would be available if some instant response is needed on our part . 

.. . ·. ··, . 

.. ..,. ..... 

• 'i• ..... 
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Info: Mr. Sweeney,· TPA-1 
Commandant, U.S. Coast Guard 
Mr. Robson, TGC-1 

Mr. Joseph Curnm 
President 

THE SECRET /--.RY OF DEFENSE 
WASHINGTON, D.C. 20301 

.• I 

U~tional Haritine Union of America 
36 Seventh Avenue 
lrew York, New York 10011 

Dear Mr. Curran: 

JUN 1 ·6 1967 

~ ..... .- _,.-------~~ .- . _, ,._.,. - - ••• ·~- - ·-

I have studied (cu:c-1.<.~~cr to the __ Prefj.qi~_nt;_..Q.f ~Yn.~ 9 1...J.2.§1:=) 
Some of the statcnents you make about the nat:i.on' s P.i.m:-i.timc needs 
and c£i.pahilit5-es are, in ny judgment, incQj.:-rect ~ .Enclosed is a 
paper which outlines sonc of thes(:: ch:irees and gives my answers . 

• I agree wlth yot,1 th.:1t uc need n n~w 1naritine policy that ·will 
revitalize tl.c iT~dusti-f. For th:!s policy to nieet the uatio,1 's 
nec.ds for. effidcr:.t sh1ppin3 services·:. ho-;-:rcvcr, it r,ust incorporate 
bas:J.c refoniS that will cut the costs of buildin[r, end operating 
U. £. flar, ships and r;uar~-nte·?! thnt these ships are av~ilnl;le to 
the Defense Dcr;>artm:~:-.t or ot~er Gov2rn7:1ent azcnc:f e~. ll.t the times 
and pl..Jccs ue need then. I fully .support Sccret.~ry ·Boyd's cf for.ts 

·to develop such a pro3rAm. 

Enclosure 

bee: 
Hon. Jo~. A. Calif~no 

. .r (/fl/,/.11 
Hon. Al-:m S .. Boyd <t·~·"«·-·"<(,,,·:~-:, 
lJon. rvc~re:t t En tc:hi11.::():.~~~--·· !) /Trnns 

~iJf~·:· -~~_:;_-j~cltt ~~:::~:~g~:,~}\!r~n::s 
r:c :..l. r·, i)~'..l .1 I;:·,.:-'-~~ i t1-:: ... t'. f:~·-; (I ~:r.J) 
1~.,:!1=.. I'T-lil Cr,t11_,:; •tr~.:, ./.\~~-:~' ( -~ __ :,.~) 

Sinee1:el y, 

0 

,\ 

-' 

./ 
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.1. Charge: ?assenger ships are essential to defense; almost two out 
of .every three fighting men in Vietnam went by sea. 

2. 

• \ 
Answer:. During the 18 months from July 1965 to December 1966, 

Charge: 

Answer: 

.772,800 military passengers went to SEAsia by air: 81 
percent of all military passenger movements. During the 
same period 2,923,L~oo passengers--or 86.5 percent of 
all world-wide DoD passen~er_ novements--went by air. 

None of the 13 subsidized passenger vessels for which 
the Government an..~ually pays $45 million in operating 
subsidies was used for trooplift to SEAsia~ These 
ships have a combined emergency lift capacity of 23,000 
passengers. The _passenger aircr~f-~ in the Civil Reserve 
Airfleet (CRAF) have the capability to transport 10,300 
troops to Europe daily (309,600 monthly) or 4,370 troops 
to SEAsia daily (131,100 monthly). Currently DoD is 
using only 11 to 12 percent of this CRAF capability, 
which is more than adequate to meet DoD emergency demands~ 

The National Defense Reserve· Fleet (NDRF) ships reactivated 
for use in Vietnam are rust buckets; their performance is 
inad.equate. 

As of December 1966, 153 NDRF cargo ships were in DoD 
service. During the 18 months ( ,July 1965 to December 
1966) these ships had an in-commission rate of 95 percent. 
By comparison, MSTS chartered vessels from.the privately­
owned active fleet had an in-commission rate of 97 percent. 
Including reactivation cost (prorated over three years) 
and·o~rating cost, it costs DoD $51 per ton to ship 
cargo to Vietnam on NDRF vessels, $52 per ton on time 
chartered ships, $71 per ton on liners. 

The lQ-yee.r cost to the Gove:--r...::lent (r·eactiv2.tio11 cost 
plus what vre spent to maintain them) of the 153 NDRF 
ships was $90.3 million. This amount, if spent in 
operating subsidies alone for privately-owned ships, would 
have provided only 15 to 20 percent as much sealift as the 
NDRF ships have provided. 

Repair and maintenance costs have averaged $310 per voyage 
day for the NDRF ships; the same costs for comparable pri­
va·tely ovmed ship·s are $302 per voyage day. Mothballing 
these shi~s has not made it nore expensive to keep them 
operating once react~vated. 

0 
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2. 

3. Charge: Foreign flag vessels, in the effective U.S. controlled 

Answer: 

Time Period 

. fleet or othe.rwise, are not available to DoD ·for emergency 
use .. Operators ·or these ships prefer.profitable foreign 

:trade. u.s. flag operators must carry the burden of • 
. ··n;n ·needs and sacrifice their commercial trade·. - --· -- • --

By law DoD is forced to minimize the use of foreign flag 
vessels even when using them would be cheaper than using 
U.S. flag vessels. Only when DoD cannot obtain shipping 
from U.S. flag sources is it allowed to use foreign flag 
ships. Foreign flag ships hav~ repeatedly been available 
to DoD; ho:weve:c, MSTS has been allowed to use only a . 
fraction of those available. 

The availability of foreign flag dry cargo ships is _ 
shown in the following table--this table covers the critical 
early period of the Vietnam buildup. There were 39 more 
foreign flag ships offered for charter than u.s.· flag ships. 

AVAILABILrrrry OF GEHERAL DRY CARGO VESSELS 

Foreign Flag U.S. Flag 
Number Number .Number Number 
Offered~ Chartered Offered Chartered 
to MSTS a by MSTS to ~.STS by MSTS 

ll-20 June 1965 20 0 0 0 
21-30 June 6 0 3 ·3 
1-10 July 15 1 4 4 

11-20 July 24 2 ·25 25 
21-30 July 11 0 10 10 
31 July - 9 August 2 0 14 14 
10-21 August 38 8 21 21 

116 11 77 77 

!I These numbers represent the actual number of vessels 
offered by MS'IS • 

The U.S. operators, primarily the subsidized op::rators, 
have preferred to remain in.the commercial trades. During 
the first quarter of FY67, DoD used the following amounts 
.of shipping capability from the privately-ovmed U.S. flag 
general cargo fleet: 



. . . 

1. 
. 2. 

. 3. 

. .. ; 

Source 

Subsidj_zed Liner Operators 
Un.subsidized Liner Operators 
Tramp Fleet Operators 

3 

·Percent of Capability 
Utilized by DoD 

26.·4~ of their fleet 
49.7% of their fleet 

. 69 .la/a of their fleet 

4. Charge: If a second contingency occurred simultaneously-with 
-Vietnam; the U.S. would be in an "impossible position" 
with respect to shipping capability. 

·Answer: During the first quarter of FY67, the DqD used 39.8 percent 
of the capability of the privately-mmed U,S flag general 
cargo fleet. In total DoD used 31+. 4 pe~cent of the com­
bined general cargo capability of the MST$ nucleus fleet, 
the NDRF fleet anci. the privately-m-~ed fle~t. Ou-1:·rent 
worldwide DoD cargo movements are 7.5 percent above the 
first quarter FY67 movements; -however, since improved port 

·5. Qharge: 

•turnaround times.have enabled DoD to better utilize the 
shipping under its control, the increased cargo movements 
have not required a proportionate 'increase in ships. 

We can meet the general cargo demands. of a sec·ond c~ntingency. 
as large as Vietnam entirely with U.S. flag shipping. We 
could support; in addition to Vietn~m,a deployment to Europe 
much larger than our Vietnam commitment because distances 
are shorter. 

Sufficient tanRers are not available to meet curren~ needs 
"primarily as a resclt of ·Mi: McNamara's past attitude_s." 

Ariswer: That part of our tanker requirements which can be met by 
.= 'large size tan_~ers is being m?-t without difficulty and at 

favorable rates with U.S. flag charters. However, we have 
had to charter small size tankers (25,000 1'·1T, 32-foot 
draft or less) from foreign operators. We have.chartered 
all U.S. flag small tankers voluntarily offered and have. 
resorted to foreign flag charters only when U.S. tankers· 
in these sizes ,:rere-no·t of~ered at any price·. Currently 
only 20 percen~ of small U.S. flag tankers have been 
voluntarily offered.to DoD. We could get :five time$ as 
many as ·we now control if we had to. 

.,,,. 
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Clearly, we do not need more tankers in the U.S. flag 
.fleet. Moreover, foreign fla~ tankers in good condition 
and in· desired sizes, including small sizes, are available 
in abundance, and they are IID.lCh cheaper than U.S.. flag 
tankers. 

Chartering 23 U.S. flag small tankers has cost $39-7 
million/year more than .if we had used foreign f-lag tankers 

. to meet all of our needs, since foreign flag charters are 
available at 35 percent of the cost of equivalent U.S. 
tankers. A recent 1ISTS solicitation resulted in offe~s of 
138 foreign flag tankers _for six months charter, only six 
of which are currently needed. Also, we may need 2q voy· aQ:e charters. · ., ,... 

M0~eover, ·18 T-2 tankers currently remain·unacti;ated in 
the NDRF as insurance against sudden increases in need. 
The cost to maintain these .ships in t~e reserve·fleet is 
only $3,500 per tanker per year. 

6. Char&e: "The so-called "effective controlr. corn;ept seems to have 
disappeared as the Defehse.Departm2nt, in desperation, 
takes recourse to foreign flag ships none even in the 
effective control category." 

Answer: In a full scale national emergency,· ·we believe "effective 
U.S. controlled" ships will be as available to DoD•as U.S. 
flag ships. (More than 80 percent.of the effective U.S. 
controlled fleet is tankers and bulk carriers.) ·we have ..... 
not taken emergency actions to get these s~ips because we 
have be~n able to satisfy our tanker needs y-ithout doing. 
so. (We have no need of extra bulk carriersJ . _ 

•Should requisitioning be necessary tQ meet our needs in 
_: worsening world conditions, we could call on up to six 

million adc1itional deadweight tons of u.s.·r1ag tankers 
and 11 million tons of foreign flag "effective U.S~ co_ntroi" 
·tankers. This tonnage is equal to more than 1,000 T-2 
tanker equivalents. This far exceeds our most demanding 
defense needs, which· would b_e about 210 T-2 ·equivalents·. 
(We are now using 129 T-2 equivale?t~.) 

0 
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for Secy signature 

Due Date: 6 /19 /67 
cc: Commandant, USCG 

'. Secretary Boyd 
Under Secretary Hutchinson 

Control !'-fo. 

MAR rr1 iVl E UNION OF Al\/iEF~IC/-\ 
Nation.JI Headquarters: Affiliated with the American Federation of Labor and Congress of Industrial Orsanizations 

36 SEVENTH AVENUE, NEW YORK. N. Y. 10011 • TELEPHONE: WATKINS 4-3900 
c.~BLC ADDr:E:.3S: r:,'i::.,'·,1'-..i, N 'r'. 

Office of the President 

June 

Hon .. i-\.l'an s. Boyd, Secy. of Transportation 
U. S. Department of Co~nrnerce 
W~shington, D. c. 

·f.Iy dear Hr. Secretary : 

C .., I 1S67 

• The enclosed copy of letter w2.s sent to President Johnson 

, Hay we have your comment. 

enc., 

Sincerely, 

~~~- ,... ~ .... ~~ J I /J .. 
Jc~ph Curran • 

. President 

- ·! 

~~c: . 
•• :- .: :.1 

,1,•.· 
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The President 
The ~·Thi te House 
Washir:igton, D. c. 

My dear Mr. President: 

June s·, 1S67 

How inconsistent can we be? 

.. ~ •• I" : • 

• 
'1ith this question I, as President of the National Maritime 

Union, call your Administrati.on's attention, as well as that of the 
American.public, to the urgent requirement foraprompt change in 
the Defense Department's attitude towards the American flag mer­
chant marine. How unfortunate, that another outbreak of military 
hostilities in a new theater of operation is required before your· 
~ecr~tary of Defense reviews his total attitude towards American 
flag ships and the dedicated merchant mariners who sail them. 

The ci"osing of the Suez Canal as a result of Arab-Israeli 
. hostilities will place ever-increasing demands on American flag 

ships in order to move to points of consumption, from u. s. sources, 
petroleum products which might otherwise have come from the N~~r 
East. Such ships are simply not available p:rimarily as a result 
,of Mr. McNamara's. past attitudes. • 

I cautioned many times in the past .that the logistic pipe­
line required to meet our obligations in Viet Nam had more than. 
strained the supply of .American merchant ships. A simultaneous 
emergency of any sort, I warned, the Secretary would put us in_ a 
totally irnposs_ible position. 
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• His computer seemed not to agree with the conclusion I 
reached based on·the current facts as I saw them.and the history 
of the stresses the ~rnerican merchant marine _has had to face in 

.the past. 

The Secretary has much to explainl But it is my hope that 
the American ~ublic will not take refuge in his semantics and 
join with. us in a demand of the A&ninist~ation that you· now 
proceed to develop a sound maritime. po_licy which will give us 
American flag vessels of modern vintage and in keeping with our 
needs. 

Almost five years ago the Se~retary of Defense told the 
Congress that the Arnerican flag merchant marine was then adequate 
for its defense role. He condemned the American passenger ship 
into· oblivion and indicated that we could rely on ships under so­
called "effective co_ntrol 11 although they were registered abroad 
and manned by aliens, many of wh0m are proven to be of dubious 
loyalty. The Secretary has not yet accounted for the fact that 
ali:nost two out of every three fighting men in Viet Nam reached 
t~at area by sea rather than air. He has not explained the 

t. llions of dollars that have been virtually poured do·wn_' a "rat­
e" in meeting Viet Nam's logistic requirements through re­
ilitation of reserve fleet rust-bucket vessels built for 

orld War II. Our members have sailed these s~ips. We know that 
.their performance is inadequate. 

The so-called "effective control" concept seems to have 
disappeared as the Defense Department, in desperation, ta.kes re­
course to foreign flag ships no~e even in the effective control 
category. Where are these 11dsdicated 11 American owners of foreign 
flag vessels who have allegedly corn.mitted themselves· to support 
the American military effort? Obviously they are trading in the 
commercial market taking adv2ntage of attractive freight rates 
brought about in large part by .Z\merican government r~quire~ents. 
They are not serving our na·::ional defense l Is the head of our 
Defense establishrr1ent prep2red now to renounce this dangerous 
"effective co11troln concept: i.•!hich today is, as we knew it always 
was, "Made out of whole cJ.oth 11

• 

The National M2d. time.~ Union has always maintained that the 
American flag merchant m3.rine is as much an instrument of our 
foreign policy as it is of our corr.rnercial trade. It is regrettable 

·that long after our initial declarations the Soviet Union rather 
than the liT,1erican gov•errnrient. has recognized this dual essentfal 
role of merch2.nt ~h:i.ps.. 1 .. t times covertJ.y, frequently openly, 

~ Russi~n rnerch3nt ~2rine is used to effectuate their nation's 
ls anc~ Cc~1;~1unisc.j_c 2spiratj_on:s" They have proven their 

j_lity to cov-~r th:.=:-!ir J.ccri.s-c.ic ;:-sc:uir(""_.ri\2nts on several fronts 
while we: i1:mrcvi se i:ri tho1..-:.t s:_1cc2s.:;., • 

- V 

.. : ; 

<....., 



The ,...-resident . Page 3. 

. . . 

The ·times are perilous as you better than anyone els·e knows 
and- it is ·particularly important that we effectuate measures today 

• to prevent Russia'.s domination of the seas. • 

Beyond any doubt ours is the nation more than· among others 
upon which more responsibility £or peaceful trade and the pro­

-tection of freedom-loving people has now fallen~ ~e cannot 
effect·i vely meet this responsibility without an ~-~merican Merchant_ 

·1-1arine which is manned by·experiencec., d~dicated, and loyal· 
personnel . •. 

I do not believe it is too late to mend.the error of our 
ways. It takes courag_e to· admit to past mistakes. It takes 
even more courage to change our di'rection. _The .~merican people 
demand, I am certain, that a man in such a high position, in 
charge of our national defense, possess these qualities·.· It is 
he who should lead the bancl-wagon for a modern ~~erican _Nerchant 
Harine. .d.S :t:resident of the U. ·s. ·I believe you appreciate the 

. e_ssenti_ality of what we herein urge. 

';/~/'~ 
Jos&ph Curran .. 
President • 

• I 

\.. 

0 



\ 
.. 

P'ORM CP-lfl 

" ' ht-cl 
(P'RES. BY 
A.O. J0&-10) 

FROM 

SUBJECT: 

~ ':?)~ 

n·c~-~ 
UNITED STATES GOVERNMENT 

Memorandum 
Paul Sitton 
Department of Transportation 

Acting Maritime Adrainistrator 

, . 
. I 

- • , "!!. •. 

i lf '~ •• . il 
U~s::oEPARTMENT OF COMMERCE 

MARITIME ADMINISTRATION 

DATE: June 19, 1967 

In reply refer to: 

. . 
• A couple of months ago we discussed Paul Hall's problem of funding his 
pension funds, his particular problem being that his American Maritime 
Asso~iation companies (whose ships he mans) are largely unsubsidized 
and.unable to adequately fund their pension plans negotiated with the 
union. We_ discussed the possibility of a "railroad retirement act for 
seame.ri" as· a possible solution~ . . .. .. :.r , ., ... 

·'-We have come up with a new idea which offers far_ greater possibilities 
_· ~f acceptance. In fact it would have applications in the total domestic 

industry area because many small industry groups outside the maritime 
field will be soon.faced with the same problem of funding. The attach­
ment outlines the concept of Federal insurance of.pending funds similar 

•.

. _to Federal insurance of private banking accounts administered. by the 
Federal Deposit Insurance Corporation. It is believed that the financial 
interests in th~ Administration would be far more inclined to an insur­
·ance-guarantee program than to an expenditure program which would be 
involved in a Federal pension plan, such as the Railroad Employees Pension 
System. 

This proposal has not been discussed with any parties outside my agency 
and any detailed study to fl~sh out the proposal would require access to 
the records of union pension trust funds. However, it_may be that tenta­
tive apP.roval of the thought could be obtained in order to use it as a· 
negotiating point with Paul Hall and others in an effort to break the 
deadlock on merchant marine.policy. 

If you wish, I will be glad to discuss the matter informally with 
·Paul Hall. I am sure appropriate confidences would be maintained. 

Attachment 

cc: Secretary Boyd 

- ;'~ -n_:, 

~ . .; f1 ~; 
~ ~J; 

Gulick 

... "'~ .,. ...... ... ... ;_? 

L·JL, 0 .. ~.:, J 

BUY U.S. SAVINGS BONDS REGULARLY ON THE PAYROLL SAVINGS PLAN 
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MARITil'1E PENSION TRUST INSURANCE (MPTI) 

C-OAL: 

To permit industry pension trusts to .accu.mulate needed reserves ~rith­
out undue burden because of accelerated rates of contribution. 

OBJECTIVES: 

1. Provide Federal insurance for payment of pensions during a period 
• of ~funded liability. • 

2. Establish orderly and reasonable contribution schedules for in­
·dustry to achieve full funding. 

J. Control benefits and eligibility. 

PROCEDURE: 

1. Require voluntary subscription to plan by trusts represe.nting two-· 
thirds of maritime industry employment (jobs). 

2 . Insurance premiums to be based on relationship of total unfu_nded 
liability of all subscribers to total contributions less current 
pension disbursements. 

3. Unfunded liability to be determined by actuaries of the MPTI Corp. 

4. Pension benefits and eligibility rules not to be modified without 
approval of the Directors; MPTI Corp. In evaluating proposed 
changes in benefits and eligibility, Directors are to be _guided by: 

(a) 
(b) 

. (c) 

(d) 

Cost -of-living changes (for benefits) 
Changes in workforce (elig:i,bility) 
Status of benefits and eligibility mthin fully 
funded trusts in the same industry 
Benefits and eligibility rules in industry at large 

5. Contribution rates established by Directors, MPTI, for each of the 
trusts to achieve fully funded in 20 years, shall not be increased 
in amounts exceeding 15.percent per year . 

...... __ 
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S~AF,.\RH:G p;~JSICN TIW3T FL1ms - 3~1TIViAT.2:D STATUS - 1967 

•·-... 

Unfunded Disburse-
Liabilities Contributior;_s Interest mcnts 

(in miD.ions) (COO) (000) (000) Y 

1-IEBA (l&G) $ 142.0 $6,000.0 $ 800.0 ~ 3,000.0 
.__,fl, 

(Pacific) 56.0 1,000.0 lCO.O 725.0 51, ( I 

l-l1P (A&G) 65.0 2,800.0 500.0 l,MX) .o 'L ~ { ! 

( Pacific) 29.0 600.0 80.0 450.0 -..! f I I 

ARA (A2:G) 7.0 500.0 130.0 11~0.o '1./ / 

(Pacific) 3.5 ~05.0 70.0 100.0 tS--l I 

ROU (A&G) 5.5 1,600.0 72.0 1,300.0 
.,.;/1 

~ I 

SO,\ J •. 5 205.0 26.0 1~5.0 
I ) / ! 

1am 317.0 19,0CO.O ,,600.0 5,000.0 }7 / / 

SIU (At:G) 52.0 4,000.0 260.0 1,350.0 nl i 

(.Pacific) 46.5 3,900.0 560.0 105.0 ! "2- / 1 

TOTALS (rounded 
in ir.illions) $ 730.0 $ 40.0 

,.,,, 
5.0 $ ll~.O I i /, ~' • t 

y Pension payrr:ents ctnd administrative e:-:penses 

Division of Labor Studies 
Office of He_.ritime Ha.n?Jwer 

--
~ 

! .. 
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FILE aESl~NATION 

·.1·. 

)ffiM.JRANDUM FOR THE PRES IDEN? 

SUllJECT: Maritime Pror,ram 

JUN 2 O 1967 

Thie is .fl status report on my effort to gnin industry/labor _ngreemant 
on a mo~ititne p~ozr11m. Sinca my roport to yo_u on April 20, 1967 ,· somo 
progress h~s been m~dc in reducing opposition on the hst rcDVlining 

.. snajor issue, Whc ther or not to allow ship opcrntors the freedo:n to 
• purchaoc come of their ships from forei3n shipynrds. 

- - • ·I 

•... __ 

--

• 

•• On this issue Paul Hall, shipbuilding unions ~ud old lino 
shipbuilding comp~nies (nethlehctu and Todd) continue their 
~d~mant opposition to foreign construction. Individual 

'discussions huvo secured favorable response from acrospaco 
indust~y groups (Lock.heed, Litton, General Dyn~mics) plus 

·Avond~lc Shipbuilding (Zack Cartor), National Steel Ship• 
building (Edgar Kaiser). 

•• T'ne m~jor ,;hip operators in the Axr.eric;,n 1-Icrchant Marine 
Institute Rud the Comruittee of American Ste:amohip Lines 
are actively eupporting the program (public statements and 
Congrcssion~l contacts). 

•• Joe Curran (NMU) supports th4:? proarmn, and has criticb:ed 
Hall publicly for "doz in the 111::,ngcr" 1.1ttitude. Calhoon and 
Sheldon (}~:IP & MEBA) continue to support progrom. 

•• I have continued discussions with Senator Bartlett and 
Representative Cllrn,atz w!io ~ro anxious to have nn Act-ninistration 
progr~m for Congronaional conaiderntion. They urge that you 
transmit a prosr~m in spite of lnck of full s&rcement. 

•• Tho Middle-E:1at situation injects a~w elcmont: Prolon$ed 
.. closure of the Suez Cnnal nnd m~jor shifts in oil ourply 

aour~cs cnn crc~tc ctiticnl t~nkor problem. An Administration 
• p1·ogr11m b~fore the Congro·sc would enable us to proceed moro 

• · ··: rapidly if ~ction 13 necessary. 
I, •. 

.. ·1 
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,.Forin DOT II 13~1 (l-67) 

UNI.JED· STATES GOVERNMENT 

- li.morandum 

suBJecT, Maritime Program 

FROM Deputy Under Secretary 

To 1 .Secretary Boyd 

· DEPARTMENT OF TRANSPORTATION 
OFFICE OF THE SECRETARY 

DATE: JUN 12 1967 
In reply. 
refer to: 

.If you haV:e information not availa.b+e to us which c~es any_of 

this, please ma.rk~up the letter and we will re-type_it • 

P~ L. Sitton 

. : . ,. 

. ,' 
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Ftu· DESIGNATION 

JU~ 19 1967 

A y~ vt.11 rec:il1 itc;rn. Wt' <H.$eu.-·~~icmi of l,HH.: -week, l prc~b.c-d 
·tG ~-rtd y~u ~ ~t;!-tCjt~n.t on th~ (!~oca:liC i.G-,?lfo-,t!:on.:t of th.~ '-!tlp• 
1,u~Ut.n~ pi·oi~r~~~ ~M.c.h I ~~ pic.poei.'1& ~-~ !t 1.·<21--~~~ to ep-e-cifie 
u~ie~,. A eopy of this ttrtt~~M~ l~ Attan~~~. 

Yon will -cot& th~Jt. tha t.ot~il ~h:$-et ~nd 1~tlir~t ~ht.py~i~d pt~rch-;:i~e.,, 
fo~· st.n~tur~l $t~eli ptpe::t: ..::md oths.1 r 1t~tir.~ un4-<ft th~ M-®-:~1 proit•,:jm 
"ht!!.h I hav¢ ·<Hf<::uM1$d cou1<l r~~u.h hi. t-otnl .1~,;1uc~1~l biM-tn~~tt 
.fo • th~ tJtc:f!l in~u :try cf ;ibc~t $6·0 million p-tfc yc'1.c. l~ addtt~.O:'l• 
I h~ve P.lt:!.e11~·Y. ~ 1.t~-t. of v~ic~-s .tnd ~uppli(.!;r$ vh~ ~C\11,1 l,>;:nefie • 
f~·051 .oth,n~ ~'5jor • pu:.~ch~ii-et oi! c~ut~~t ~n,;l t~tbi.n~s. AJ.~o ~tucb~d 
h & UiSt cf th~ tu'li.ons ~-ho w~t.,ld b.e.u~f!.t hero. this piot;r.i_lta~ 

You 1t\,a.c.~t-ed you~ v!.lltrt~\~s~ to c~U Mr. Abel of thi:-: Untt.~.d St..,s~l 
Wcd~t;;~r. -~oo offer to h,wa a~on1! fly to Pf.tt,~!Ji.rrpe~l ::o <Ht,;c.u.t:s L~ 
p1·01:rr.~in \.7ith !1lm. P~t.tl SH-tof1,. t~puty -u~tder s~c.re-tt:ry- vill be 
ih-&U~b-1~ to d', tht~ .. if t:a·~ yoi! h.~ ~1 t.~:l!:.zd tn .-1:i•. Ab-~l... Y1)U ~~, 
~1~0 wi~h to tndlc~t.u t.!H!t tf h~ {!} in W.1.,·.sb!14~ton) I -uouln b2 
plej.~~d to 1tcei vU-h hiQ pt!n~o~dly emf die<rua..,. th.ti, 1ne-&n·r.\. 

ki1Ee(jff~i~ 1119/61 
ce: )lr. Sit ton 

E~ccutive ~eereta~i~t-3 
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DEPARTMENT OF 1RANSPORTATION 

OFFICE OF THE SECRETARY 

ROUTE SLIP 
NAME AND ORGANIZATION 

You asked me how the ·a1te~·statement 
foreign construction got ihto the Sec 
testimony. 

' ' 

Clark Tyler, in integrating the new p 
description (which Paul asked to have b­
stituted for the more brief material p eviously 
used) made the change~ for the purpose of 
providing a more smoothly organized $t tern~.mt ~ 
He got the material for the change by ara~ • 
phrasing the Secretary's Baltimore spe ch, 
and the fillbstantive changes involved w re: 
unintentl~~r"t!fil!'tll.---•-llllll.._ ____ air;I•-
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~ME}..,1:0RANDUM ~'OR THE PRESIDENT 

SUBJECT: Maritime Policy Proposal& 

i 
I 
I 

. ·1· 
l 
l 

··1 

I 
I 
i 
I 

.I 
i 

,-! 

·1 • 

Discus(iio:cs have been comI,lctcd with managemont, labo.,·, ~nd membars 
of Congress to occure support for n-w.ritime program 1·oforms. 

' .. 
I • 

_E:dr.ti~ .. ~ m~ritimc pro~rc.ms involve budr-!ct e:,,..-ocndi-turea o! more t11an 
... $400 million anrmnlly: pluo added e,;pcnt;o to tho public £or costly p1·otectioni_at 
!caturca. They inhibit optimum use or Government and private reoourcco to 
mako th~ maritime industry moro competitive. 

Pro 6,;nn!. is geared to pro- \Vorlcl Wnr II conditions with little relevance to 
today•~ L>ituution. II continued the U.S. fl~.ot will dccli~ fror.1.') 14. 4 to U. 3 
million tona by 1975 nn:i ecnfarinr~ jol)s will or.op from 47. 000 to ZS, 000 
(Shipyard jobs should continue at a~out 10, 50~. ) . 

• ,The propor;c.-'1 p'l'ol"(ram would: 
I 

I 

... lnc.-east1 1'.,cdoral oupport to about iSSO million pe1· year undor 

-,,. revised systems of subsidy. i 
i 

• 

•• Permit forci!?:n con~truction !or ahip needs unmet by subsidy. 

I 

•• Rech.tee costs to Government o! ,carro p'l'"·crc~ence (now a.bout $SO 
• ntlllion/ year) . 

. •• E,moncl support o! maritime research and development of n.uclear 
p1·opulsion sycten".n. i 

I 
! 

•.• TTan~fer M'nritirt:e /vJrnini,;tratlon to D~partmcnt ot Tra.noportation. • 

Thfo program should ro,ult in a more rn.odor11 c1nd co1r,petitive ma·dtimo 
.' h1dustry '\rvlL'1. ot~ble job onportunitics 1 L'-iua improving labor-ffianagemcnt 
roL..1-tions. ·u.s. -!lag to.;ln~ge would increaoo to 21. 6 million tons b11979; 
sca!arir1z jobs would levol o!! at abou~ 39. 000; and shipyard jobs would 
rise to about 21, 000. • · I • . ! .. 

·- • . 



. · .·• 

I. 

I ... 

.. 1 

• ... 

.,, 

· . . : -. . ".· 

.. . . - .. . .. ~· . - . . 2 • 
..• ... 

Pere.:Jssiv-e !o;etin ~-~n~truction ~- !u:~"~al to pt'ogi-u;: re!o~rn -· 
b the o..~ly 1 ~ :.;,;ie bl-xkl.ng a3 re-eme-ttt. • • 

.. 

~tarAd plac~mttnt In DOT will be a~c~ptable i! a . .>roiram la ad~pted. 
. • .. • • ,, •· . . . ! • : • . . . .. • . . . 

.... _ 

. rho p1'opos~-;l prf'.)~ran~ h •n'!J~::,rtcd hy: • A~h.-u: ·cASL. and n~­
--~btUi-J!c.d liner OrJr~t~~e: a number of Great I...&kei. operators;· 
~o major &i)-.!~-dtz.i ,iniona {N!~rc, M!::'.BA, ':H..-iPA); and th\l n;ore 
pl."oit'ecdvtt shipy.ar.Je (IAtkheed. Cener,l_ D·~rdcti, Lltt::>n, Avon-. 
~le, acd N;aUor.al Steel). It h ~o-po~ad hV P~~l Hall• s ~lU and the 
ahlpyard ~d~n• in the ·.r..FL-ClO: a tcn&U· ~a~~$' o! in<lepende~t t~a:q, 

• a::~ ta:nk~r Ol)eratora; ~j oldar ehl!}~·arJ# (?e!thlchc,m• TOdd. a~1 
NOW!lO-rt N.awa, ete. ). Cppon_G.ttls hav-a eho.ni iup;,o:rt ln tho· Eoua$ 

- Me~~h.ant ~ .. fadL" and Fhh-Odcs C:m.irr;itto-!2.. Co-n;;,e!ZTi'.l-en iron.: shi?­
~rd _die-tricts fi:!d c.ny !oreizn ·fihi·p con~t.uction poUUe~.U_t u:ratt-ract_iv~ • 

. . - . 
.. • ... ·• 

, Th"r~ A-te t11r~e atte?"r~atlve c-ouT!fea: 

(1) 

,3 

(2) H~M pYvp~a~l:t 
0

fo .,~~~yaf'ce f~r pTe~~~i -~nJ e:::-;phasbe • tle~d 
· _: ___ •• .. ·-. - : • ·io4r i:•ereral a3re~ment on •m;jor pro~ran~ o!cments, lneluding 
. • ·:--·:.··. ·- "°relg:i con:tr:ictl~n. as a b;uih !'?r A~i.libt:~tlo:1 epdor•12tre~t .. 

.-
(l) £1bdnMe !~el?.n c~tJ:~hflctlo.n ·t-eat~u-e ;i~d ~end progi-arT'. 1'r 

. ~on1e part or tt. to Co.u~:i-~s~ .. 

1 racC)~n--:er.d that V¢-'..J a.-11.:t:>t J.~ lt~ ~;iHva {tl. You_tt ~;r.,d.ors~r~eit ~hould 
•~n-4 s;.1pport Ct:>T proa ra?T. .• 

. . 
. . 

.Alter~tlvo tZ). b~a the adva~t!lgG or' rc1:.bdn1 ?,;1dr.-et3:r1 in·uact. for- the· 
-near t~r~ ar:d int readng. pl'tlUHne Otl 01-• ... .:.:)ce~t.3 t~ accept towl proz-rar:1 • 

. li-owev~"• it cvuld lead t,--, er.~actn-:e:t:.t o! C:ln~rced::-nal nro:~r'1~-, witli 

. . . 

.r . 

Only 011~ con~h!i::TQ.tbl'! U'r.'lra .l-\.!t~r!":-.~ttvo (l). !>ro-ppm~ !or~i:Jn cat?,tr~ctfon 
•·ould a:!cu:ro e~ctrr.cut or ot~r pl"'v~r-~m i~atGr~s an.J under-:ut lh1' (!rive 
to :r::~ke 1-~!arA<l an b::!epe:1(!-ent· ascnej. Tbere ~r~- ~r:v~rat a·~,~-urr-i3d~ 

• • an.lfogt thfo .p~roaeh: 
...... F - ~ FTSA • 

. - . 
-• ••:_,,_, :.:.~ !-- • •:w ~• ~ •••...:. .. :: . .:.._- •,••• ... - •••: .. _:. ~.:- . .- ,~_ • f• • •- -~:~:::<-, • - .. -· •• 
.. - • •. :- • . • -:. .... ~- : ~ -_ --.-~ . - -- - . . . . - . 

· ... 
. . . •: . ;. 

-.. _... . ... --. 
' ... ,. . . ,· 



• 
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! 
-- Rcpudfotos managem.cnt and labor sup1,orters 0£ rcfor-.n --

c;ubstt\ntial part of the shipping im:luztry -- an.d rewarda opponents. 
I 

-- Reduces ·ba.rg~inlng position to secure least cost program from 
Congrcse. t · . • 

. •· ln:3'tic is economic as well a.a political: Tho timely replacemont 
0£ our morchant !lcet in U.S.· yardo increases h~dget cost, ba~lds 
up excessive shipyard capacity, and adds umlooirahle in.{lationary 
prcssur"s• i i • 

i 
i 

-• Operators noed iihips !aoter than prospective budget levels will 
allow. i 

I 

: 
I • 

My judgment io that soma fo1·m o! !orcig11 construction showd be retained 
in program. Posr;ible compror1~1iae posiHons t\1°0: 

', 

~ A 5-year limit on !oi·cign construction, thus requiring Congroaaional 
authority for lator ext~ncion. • 

Seconcl .Alternative: Foreign construction authorized only when rco.oon­
nhle bids and/or timely <lelivery cannot be guaranteed by U.,5, yards. 

• Detc:rm.ination of "rensonabt~ and timely" to bo n1ado by the Scc1·etary. 
of l"ransporto.tio.n. Thin 'Oones difficult adminidr:.i.tiva nroblem.3. 

I T."CCommcmI sen(Hng tne pro~ram to Con~ress with a compromise fatcr 
·as needed to protect barsair~ng flexibilit~. 

!Dye/ . 
PLSitton:kam 8/11/67 
cc: Mr. Sitton 

Mr. Mackey 
Mr. Dye~ 
Executive Secretariat-3 

~ I 

• .Lt_sgd). Ala~ S. ·l3o::r,~· 
-~ ---·· : ·--!. . .. 

Alan S. Boyd \ • · • 
. . . ,· 
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ME.MORANDUM FOR THE PRESIDENT 

SUBJECT: M.aritL~e Policy·Decisions 

P. rs 16 1967 

CONCURRENCE 
RTG. SYMBOL 

INITIALsTs1a. 

-----------DATE 

RTG. SYMBOL 

We met with Paul Hall tl1is afternoon; he will not accc n construe INITIALS]SIG. 

~. 
Continuing present p~ogx-am will cost about $400 mil.lion annually. But 
will cause sharply reduced shipboa1·d employment and reeult in suhetan­
tially reduced U.S. flag tormage. lt will not provide benefit of program 
. reform. 

Budget cost of proposed alternatives (Program with or without foreign 
construction) are close to the ean1e bu.t yield greatly different results. 

_ My original program alternative has e1.1pport from all olements but Paul 
Hall and shipbuilding industry. - • It wo:.ild cost $560 million annually 
for five rears. -- Holds employm.ent at a high steady level nnd doubles 
fleet size. It would continue American m.erchant marine as a significant 
factor in world trade. 

i 

La.st alternative proposed to Hall included maximum. comp!omise but 
retention of possible foreign construction. It would cost $560 million 
e.-nnually. -- But it 1neans smaller fleet, no economic reforms and lowe 
employrnent levels than original proposal. 

The reason for a prog1 .. am as large as 30 ships per year rose from. doair 
to buy industry and labor acceptance of the major policy reforni o! forei 

·------------DATE 

RTG.SYMBOL 

INITIALsfs1G . 

DATE 

RTG. SYMBOL 

INITIALS SIG. 

DATE 

RTQ. SYMBOL 

1N1iiALsTsi~ 

DATI: 

RTG. SYMBOL 

construction. It failed to accomplish thls objectivo. A much smaller pr ____ _ 
gram would meet all national needs. Schultze, McNamara and 1 agree o~ 
thi •-IN-IT-IA-LS-/~G~ s. 

I . ; 

Hall is talking of a p.igh-level commiseion to sepa-rately study foreign 
construction. However, you recall the unfortunate experience with 
Maritime Advisory Co1nnuttee. 

DATE 

RTG, SYMBOL 

INITIALS/SIG. 

DATE 
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The issue if? entirely political and I would appreciate your guidance. ,--- ---· 

• 

• 

Afan S. Boyd 

-----...---Continu~ current program with no change. 

-------- Stand by original program I proposed. 

------- Accept Hall position of expanded program without 
foreign construction. 

cc: Mr. Schultze, BOB 

lDye/PLSitton: kam 8/16/67 

cc: Mr. Sitton 
Mr-. Dye 
Executive Secretariat • 3 

Form 1858 (1-63) 
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·MEMORANDUM FOR THE vie~ PRESIDENT 

SUB.1.ECT: MaritinH~ Developments 

AUG 17 1967 

~-- . 
~- ·$~'\,. &. .,..: .. 

l thought y9u would ·be interested in the attached articles in today's 
New York ''I'imes. They are indicative of several things. 

U.S. shipyards appeal" to have limi.ted interest in responding to 
bids fo1· even a 13-ship program. You can imagine the r·esults i£ 
the Government authorized a 30-ship prograrn. 

The second article. is even more ominous for whoever gets into 
the North .Atlantic coritainer trade first is going to get the cargo 
and hold it for a substantially long time. The interm,tional conaor­
tiurn is proceeding at a rapid riace with the construction of container 
vessels. If our U.S. flag ope1·ators depend upon U.S. yards, we 
will be far. far be.hind. 

lt was this type of dtu.cl .. tion which co11.vinced n1e that we n'lust have 
maritime industry reforms iricluding permissive foreign construc­
tion for u. s. operators. 

Attachments 

PLSitton:kam 8/17/67 
cc: Mr. Sitton_.... -

Mr. Dye 
Executive Secretariat-3 

·s:fgned Alan S • Boyd, 

Alan S. Boyd 

form DOT F 1320.65 (4-67) • OFFICIAL FILE COPY .. 
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Sr.y ('Urnr. OR' DERDD ln ulU1. u l i t 
BY CONTAII~ER LINE -
Dry Cargo Craft Seen Duei 

for-'Poor Relation' Roles I 
Ilj' • .WERNER Il:\MP.ERGER : 

, !h~ • convcntio.nal dry cargo 
S1llp. 111 Nnrth Allan tic service 
appears to he headed for the 
rol~ of "poor rek1tion'' in the 
Port of New York be"inning 
in 19?0,.wh_cn larger ancl foster 
~o~tamcrsh1p tonnnge will be 
1n 1ar~c scnlc opcralion. • 

~his. b~came apparent ycs­
tcruay with an announcement 
by Atl~ntic Container Line I.hat 
the .international consortium 
had placed a $67.2-million or­
der w_ith three European ship­
yard~ for the construction of 
six large, high-speed container 
ships."· 

With the 'placing of the order 
the line's entire fleet of 10 is 
now in the construction stage, 
since four of the vessels are 

. \ now nearing completion. 

• 

On!'~:of the partners in 'the 
combiri.e-Cunard Line, which 

. . .J1as ordered two such vessels-; 
said lh.•t air its traffic to the' 
Amedcan northern range of; 
ports . from Boston and New 
York to Hamj)ton Roads, Va., 

:r woul~ ~e carried in A.C.L. ships. 
O_t_h_crs to Follow Cunard 

•• Cm:1ard's decision to employ 
containr.r tonnage exclusively 
beginning late in 1969, and to 
assi~n )_ts· conventional freight­
ers to· other routes is ex­
pectc~·. ~o be followed entirely 

• or in ·part by a number of 
othc~ lines acti,·e in the North 
Atlantic Trade between United 
States --: East Coast ports and 

• Euopean ports. 
A spokesman for a major line 

that is' scheduled to start con­
taincrship operations with ncwl 

- - tonnage next year, said his 
company had formed a speciatj 

• study group to deal with the! 
problem: • 

-Preiirriinary studies, the 
~pokesman added, have shown I 
that '.containcrships arc ex­
pected to carry between 70 and' 
SO pr.r cent of the available 
cars;ocs on the North Atlantic. 

"\\rnat remain~ to be re­
~"lived," he said, .. is the ques­
tion to what extent we want to 
partici;1;.t·e in the carriage of 
the rcmiining 20 per cent of 

I
. the av,1ilable cargo by opcrat­

in~ conventional vessels or 
II vcssC'ls with limited container 

capac~ty.~• . • . • __ 

'1ii1pact Felt Already 
The·rmpact of full-scale week­

ly coi1tainership services on 
the Norlh Atlantic by a num­
ber of,--foreign and American 
~trarnship lines has made it-
self felt already. . 

. Earlier this year a Norwegian 
opc>rator· of conventional cargo 
vessels,. . Compoiltan Lines, I 
abandoned the North. Atlantic! 
business in which· it had beenl 
active"' almost 40 years. An• 
other E~iropcan .opcra"tor Black 

i piamond, has curtailed·· scrv-
1 JCCS. . 
I The ·Atlantic Co.ntainer • Line 

j '1nnounrement about the six 
nc..,, 24 %-knot vessels ordered, 

, said Cunard and the French 
~ Line had ordered two ,·essels 

3 each apd that one vessel each 
~ hctd been ordered by Holland-

!

: America. Linc and Wallenius 
Line.·:.:· 

The ''i,vo Cunard ·vessels arc 
1 to be. built by the Tyne group 

l

. of Briti-s_h shipyards while two 
French"yards-at St. Na1.air<.' 
and a~ Dunkirk-got the order 
for th~ four other vessels. 

; All ~ix vessels ~re due to enter 
i service bctwe('n mid-1969 and 
j early 1970. The· other part-

1 ners in. the line are Swedishl 

j
. Amcdtan . Line and Swedish 
: Transatiantic . .Line. • • · 

-···· .. ·- ___ ,. _____ -
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BIDS O}l° 11 VESSELS 
ARE FEVf AND-HIGH 
2 LASH Offers Re_sponsiblc 

i -Estimates Far Exceeded 

I Uy·GEORG&HORNE 
I Two steamship lfnes planning 
• the construction of 11 modern 
,ships of radical design dis-! 
.covered yesterday that they· 
would have. to pay far more 
per ship· than they had ex­
pected to spend. 

The Maritime Administration 
and the two companies-Pru­
dential Lines, Inc., of New 
York and Pacific Far East Lines 
of San Francisco-opened hicls 
in Wa~hington from four ship­
yards for the construction of 
t_hc so-called LASH vessels. 
LASH ~ands :for L~h~r 
Aboa.rd Ship. : 

The apparent low bidder was: 
Avondale Shipyards, Inc., of 
New Orleans, a subsidiary of 
the Ogden Corporation. 

Avondale offered to built all 
11 vessels _under a combined 
contract for S23!J,724,000, at a 
unit price of $21,794,000. It 
bid $21,99G,197 a ship on the 
six Pacific Far East vessels if 
contracted for separately and, 
:on the same basis, $22,276,412 
for the five Prudential craft. 

Doubt Cast on View 
. To a ~onsiderable extent the 
·1evcl of bids threw doubts on 
:the Federal agency's expressed 
.,view that if ship lines could be 
·persuaded to· b~1ild identical 
ships in series, to gain produc­
tion-lin•c advanta;:;es, great sav­
ings could be had. . 

Prudential had developed the 
idea of mother ships that take 
aboard loaded lighters. PFEL, 
as the West Coast concern· is 
known, adopted the design. 
. The idea is that the large 
carrying vessel can steam into 
port, quickly drop its lighters 
and as quickly pick up another 
covey of loaded small craft in 1 order to get away on its ·nexti 
voyage with· minimum loadini 
delays. • . . • ; 

Shipping men had talked in 
terms of SIG-million to $1S-mil-i 
lion a ship. In recent months,1 
as prices generally continued: 
to rise, they had raised the out-· 
er limit to $20-million. ; 

; I• 

Hope to Proceed 
. Officials of both companies 

said the bids would be reviewed 
ancl th;-it they expected to go 
ahead with the ;Jrojcct if thei 
Maritime Administration, whichl 
oversees subsidy programs,, 
found the hids aceptablc .. 

The level of the bidding, and 
the evidence of a lack of in­
terest on , the parl of some 
mn,ior shipyards in the country, 
will play an important role 1n 
future natio.,al discussions of 
Fec!eral maritime policy, ship­
•ping men in New York pre-
:dictccl. . ' 
! • A kcv clement in the contin­
juing cichatc h;-is been a prnposal 
iby Alan S. Boyd, Secretary of. 
Transportation. that some 
,United States-flag shipping be 
.built nbroad. Shipy,ml interests: 
;in this country have bitterly; 
;Op;Josed any such plan. ' I 
I In yesterday's bidding the 
·only othe "responsive" bid was 
'from the Gcn·cral Dynamics 
shipyard division in Quincy, 
:Mass., which offered to con­
istruct the 11 ships for $264,-
1252,998. It bid $25,464,000 on 
each of the five-Prudential ships 
$25,204,833 on each of the six 
PFEL vessels. 

Lighters Excluded . 
All of these bids were for the 

commercial confi6uration of 
the freighters. • In each case 
adclttional bids were made to 
include national defense fea­
tun~s,, which would increase, 
rach price by a few thous;:md 
do~lars. 

The bids do not include the 
cost of the lighters or barges. 
Each of ti1e 874-foot, 19,000-
deadweight-ton vessels would 
can·y about 38 of the lighters, 
and would need extra small 
craft at each end of its operat­
ing route .. 

Prudential's plans call for 
425 of the 415-ton lighters for 
its New York-to-Mediterranean 

1 route. ·Pacific Far East would 

nerd a prnporl.ion:11.1~ numhcr 
for its P,\i:ific r.rrvicl'. i 

The ln;:alls ~hipyanl <livi:;ion; 
of l.illon Ind11strics, Pas;ca- • 
r.ouln, Mi:;s., ~u1el the Sun Shir>-: 
lmilcling iilHl Dry Dock Com­
pany of Chester, Pa., put in 
partial bids. These, in tile view 
or the Maritime Administra­
tion, were not responsive. • 

The Bcthlehe1n Steel Com­
pany and the Newport News 
Shipbuilding and Dry Dock 
Company in Virginia did not 
enter bids. 

Surprise Expressed 
"We were surprisr.cl by the 

lack of hroad interest from the 
shipbuilding industry," said 
Spyros S. Skouras, president of 
Prudential. "There were only 
two really responsive bids." . 

Leo C. Ross, president of 
Pacific Far East, snid the low-: 
·est bids were "'higher than we. 
expected" an<l he indicated that! 
the Maritime Administration I 
was also surpris':!cl. I 

While the designs of the twoi 
companies arc basically idcn-· 
tical, there arc some minor dif-/ 
ferenccs. The West Coast com-

1 ipany, for instance, would re-, 
'quire crew accommodations for'. 
two more seamen than Pruden­
tial's 38-man crew. And Pru­
dential included facilities for 
, carrying fom• passengers. 
1 Mr. Ross said he believed the. 
!two companies could come tol 
1an -agreement on a vessel that! 
'would permit a unit price of 
'$21,313,000, if 11 ships arc, 
, ordered. The companies have 90j1 

days to review the bids. 
The Maritime Admini5trationi 

had authorized the scekin.~ of 
bids, for construction out of the 
1967 and 19GB budgets. For all 
subsidized ship replacement 
programs, the agency had ap-, 
proved the building of 13 ships 
,a year for· each of the two 1 

'years. . - j 
The 1967 bupgct appropria-, 

tion was $106,685,000, but with: 
additional moneys available the 
total for the year would be 
around $120-million. The re­
quest for construction money 
in the 1968 budget is $143-mil­
lion. 

Under the construction sub­
sidy program the maximum 
limit of Federal funds in a ship­
building program is 55 per cent 
of vessel costs. The subsidy 
level· is based on comparison 

.with foreign shipyard prices. 
!Which generally run around 
jhaU of_ those in thi~-~ountry •. 
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Outline of Understanding on Maritime Program Issues 
Reached at Meeting Between Congressional Leaders 

and Secretary of Transportation 

Meeting held in Senator Magnuson's office, August 29~ to discuss Maritime 
program differe~ces between Congressional leaders and Secretary of Transpor­
tation. In attendance from Congress were Senators Magnuson and Bartlett, 
Congressmen Garmatz and Downing, and House and ~enate Committee staff. 
In attendance from Department of Transportatio~ were the Secretary and 
Deputy Under Secretary also, Mr. Carl Davis, General Counsel of Maritime 
Administration. ~ 

Secretary Boyd reviewed major elements of the proposed maritime program, 
including DOT/Congressional differences. General agreement was reached as 
follows: 

~l. There will be a five-year· program at $260 million per year for 
ship construction subsidy and $25 million per·year for research and develop-
ment. S~bsidy will be made available for construction of vessels to be , 
operated in the noncontiguous trade. Draft bills used as basis of discuss{on 
include.provision for payment of constructiqn subsidy directly to shipyards 
as contemplated in DOT program~ 

j I 

2~ Tankers aie not i~clu~ed in construction subsidy program but recog­
nize that present law does;not:prohibit. Present law will.not be changed . 

I ! 

. 3 .. Fix the maximum.construction subsidy rate at 55% for one year 
with provision for periodic readjustment which would not exceed this rate. 
There is provision for app~opriate reduction of maximum rate if vessel is 
built at negotiated prices~ 

i 
~ I 

4~ There will be no foreign construction with allowable U.S. flag 
privileges and technical provi~ions r~-

1 
lated to foreign construction proposal 

• were· deleted. , ! 
i 
I . 
I I 

5. Vessel Exchange Act i~ to be-repealed. 
i i 

16. No decision made on capital reserve funds until
1

Secretary Boyd 
reports on understanding with ~reasury. 

7 A h• . "d . d r 11 I d • • . f 1 d . • ut orizes ai in evl opment an construction o nuc ear powere 
sh_ips. . • . I • • 

I 
8. Authorizes negotiation of tive-year experimental operating subsidy 

contracts, giving present subs~dized· 6perators ·the right to come under 
whatever subsidy system exists !at the:end of the five-year period. 

I I 
9.. Secretary Boyd stated 

1
that the Administration would not support 

authorization to construct two :super liners. Magnuson and Garmatz supported 
I • 

proposal. No committments made on this proposal. 
I 
I 
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10. A Commission will bei create:d to study'' the shipbuilding industry 

and report within three years. I I . 
. I l 

11. Left open for further discussion was prov1.s1.on of operating sub-
sidy for vessels operating in ~he no~contiguous dome~tic trade. Bartlett 
stated that if ~eserve funds a~e mad~ available to the operators plus 
construction subsidy, there is; no ne~d for operating subsidy, and it 
~oul·d drop out. Decision on tr· is it~m must aw~it report back on negotiations 
with Treasury. I 

( . . 

12 D 1 d • • 
1 

1 I • f M • • Ad • • . esu tory 1.scuss1.on
1 

on 09a ti.on o ar1.t1me ministration. 
Magnuson took position that this issue was separable from the program. 
No agreement. I : 

13. Discussion on "me to;o" provisions of labor contracts. Indica tiort -
was given that Cammi ttee Reports whe ! issued on propos·ed legislation could 
cover this problem. 

(¥i} 8/30/67 
~ Mr. 

Attached was brought ·n bY;\Sitton . 
As soon as you give your o. k. a copy will 

be sent to MeS3rs. McNamara, Reynolds 
Schultze, Califano and Trowbridge. 

r 
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There follows a list of items which you may wish to review with the President 
on the political and economic consequences of either adopting the program you 
have proposed or acquiescing in the Magnunson/Bartlett program (a substantially 
higher program). There are four alternatives available to the President: 

• 

Send forward the more liberal DOT program originally proposed.· 
Send forward the latest restrictive program with foreign construction 
delayed for two years and then permitted only if U.S. yards are at ,, 
capacity. 
Send ~orward program without foreign construction. 
Send no program to Congress. 

Political Considerations: 

1. Federal maritime programs must eventually be reformed and there will 
be conflict at some point. The issue is where and when to make a 
stand. If a stand is made now, it can be based upon principle and 
not expediency. We should not opt for another study since the 
bookshelf is already full of them. 

2. Both this and the previous Administrations have promised reforms. 
Unless a· program is proposed, the Administration is in a poor posture to 
veto Congressional program which will no doubt contain undesirable 
features~- higher appropriation, reserve funds to all operators 
(domestic and foreign), and no operating subsidy reforms . 

3. A program without foreign construction will underwrite Paul Hall as 
major arbiter on maritime policy in spite of fact that he has been 
the primary opponent of reform. His union (SIU) represents only a 
s~all fraction of op~rating unions. Other labor elements (NMU, MEBA, 
MMP~) and ship operators who have supported program reform and 
represent major industry interest, would feel they have been ignored. 

4. If there is no Administration program, Republicans will attempt to 
make it a political issue. 

5 .. Proposals for maritime policy reform have gained editorial support 
of the Journal of Commerce, New York Times, Wall Street Journal, 
Fortune magazine and other journals. No foreign construction may mean 
to them that the Administration has disregarded broad public interest 
considerations, which have been under study for past seven years. 

6. Policy reforms have be~n under study for the past seven years -- the 
results should produce more than mere increase in Fede!al subsidy. 

7. Retaining foreign construction provides ·stronger bargaining position 
for reducing excessive Congressional program which is at least $150 
million higher then DOT program. 

r 
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8. Maritime congressmen are firm in their opposition to foreign con­
struction and their votes on an independent agency are indicative 
of the nature of this feeling. 

Economic Considerations: 

1. Failure to secure reform at this time means they are unobtainable for 
the foreseeable fu~ure. 

2. Meaningful reforms in maritime programs at a minimum means some element 
of foreign construction since: 

U.S. shipyards employ costly methods related to Navy-type design. 
There is presently no incentive or competitive pressure for them 
to modernize. 
Operators cannot otherwise replace ships without vast expansion 
in construction subsidy. 

3. Operators need new ships to participate in container trade. If 
foreigners get ships first, they capture the trade. Foreigners are 
rapidly ordering new container vessels and, because of shorter delivery 
periods in foreign yards, U.S. operators are threatened with 
economic ruin because of the slow delivery time in U.S. yards. U.S. 
operators have money to build but current bid experience indicates 
that prices will be high with long delivery time . 

4. Expansion in Federal subsidy alone is not the answer. 

5. Proposed program doubles jobs for shipyards (10,500 to 21,000} and 
simultaneously permits operators to secure new ships without dependence 
on level of construction subsidy. • 

6. Without foreign construction alternative, operators will join in 
pressures, espoused in Congress, for substantial expansion in construc-
tion subsidy beyond the annual level of $260 million projected under proposed 
program. 

7. Peak demand for ships will subside after 4 or 5 years. If total demands 
are met in U .s·. yards there will be a substantial dip in demands for 
ships after 5 years resulting in economic dislocation and causing 
pressures for sustaining uneconomic ship construction activity. 

NOTE: If we are going to buy a program without reform, as a m1n1mum, the 
President should allow Administration to use this as leverage for 
getting unions to give up "me-too" clauses in contracts . 
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Program Item 1969 1970 1971 
Present/DOT Present/DOT Present/DOT 

Subsidy to Shipyards 113/261 122/263 122/263 

Operating Subsidy 202/239 198/240 191/243 

Cargo Preference Cost 89/85 93/87 98/75 

NDRF Conversions 0/60 0/60 0/60 

Nuclear Ship 3/5 3/60 3/50 

R & D 6/25 6/25 6/25 

~ 

Impact of excluding foreign construction from DOT program 

COST ESTIMATES 
l~ion) 

1972 1973 
Present/DOT Present/DOT_ 

113/261 113/261 

187/246 180/245 

102/64 107/53 

0/60 0/60 

0/10 0/10 

6/25 6/25 

·.:. ~27.r 

Effects by Mid-70's, 
Tonnage & Employment. 

DOT Program: 
19 Million DWT 
Fleet size 
(up 5 million from 
today) 

56,000 Total job 
opportunities 

Present Program Forecast: 
11.3 Million DWT 
Fleet size 
(down 3 million from 
today) 

41,200 Total job 
opportunities 

Federal budget impact of excluding foreign construction is nil. However, Y.i.th.29.!J_crr~.!.8D.-~~~~~~t~~~!2~~A 

Seagoing jobs will substantially decline. 

Shipbuilding prices will rise since shipyards have a monopoly -- probably little reform in industrial 
practices -- bid prices are already high because of substan.tial Navy work. 

-- Domestic and Great Lake operators unable to replace ships in U.S. yards because of ~igh prices --.shipping 
public thus loses savings of new and lower cost ships. 

U.S. foreign operators unable to get vessels on rapid delivery schedule for timely entry into container trade 
and replacement for all components of fleet will be stretched out 5-10 years. 
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Further eJCpl-oratloo l"e-veals that Senator B~rtlet.t in p!rson.alty 
promting libe-raliutton of c(nutnict1on reserve funds to includ.a 
eper~tors in both foreign and dor.i~stle t~adc. Bis concern srowe 
from Alaska probl~s • aoo I und.e.n:tand Seal.sod h-as enlisted bts 
au·vicea in thh effort. i"Jttson has no lntei-nst In the bsue but 
vll1 not ,-cttvely oppOH, S.t bec.a.uetf of l}artlett'a pers.A'tlal ittt~rHt. 

' 1-•:rtlott it' de.ad ~erioua l!> lib effort to ext~nd eUaibility of 
conttruc.Uon ro~e-rve funds· and will proba.bly pr'f.as vtgoroudy for 
his po111t1on • 

• Treasury ~trontlY &Uppo:-u th$ s.tat11n ~uo (vhi~b meant ueluslo-n of 
11:I new subddi&ed oparatora from bo-ncfl to of t£x reserves) and vould 
agree to h..-ctve Pr-~!'!ic!ent tn ~'eb:>cti$ direct • comp-reht\n~ive Joint 00?/ 
Trea.BUry ~tudy tnto th~ ent!~~ ~uestioa of tax shelters tn tho ~A~t­
time atea. Tho propo~al would pr~he a full repo~t to tho Congrena 
bcludtng rec~ndatlona fer re~olution of tb1$ issue .tn the ne~t 
nid.on.. A re!ttcnce to thifi is coata1ned in the draft Preddent!al 
ID$fHJ4f;G. • 

~ Po~tt!l»l "'~ .· , - ., . 0-1 I 

. • ~ S~turtby_ypu ~~~J_g~,,J .. ~t.hat _ih~-~P.A.r.ttte1tt 6h®ld ~u~p_o...tt._Jnttending 
t.ax reserve prtvile~~ to ne,,, liner o~rator«s. th ... u .u·~---•PPr.oved.__fo:r __ 

• ~t•~!.~~~=-~-®_ddy -~(the·· four c~Q;;anles--i,ov in b-utt1nctu pl\15 others who 
• aay apply). ae,~1:ve fu.tl.d pt:lvibse~ 11ould not be e1:tendad to bulk 
e.arrter o~t'atou. Fut"the-r, the ne~rtsr..cnt will wpport a study as 
may b• dir•cte-d by th~ rre_81dent. 

ru~th~r Stee• to _be Ta~e'l!. 

•-Call Scc-reuey Fowler and confirm tho t'eaoluune.ss of his 
poeitJ.mi. Sugge$t to hi~ th3.t it vould be pt'u-diant aud 
equttabb to give mv operator~ the ea.rae p·r1v1lese now 
•~Joyed by tASL g~&'JP • 
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0
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/·:·:·y-~:,.:·.·-•. • ..... As .s?on a~ possible. the President !Jh:iuld send forward a 
·,. ..... ,: 

:.. =,:.•_,.:. 
• • me ss,~ige contain.inc the -recom1r..:.ez>ci., .. tions outlined in the 
• • e.tto.che.d dra.i't. . . . ··: .. 

.... : .. '"!.~~ ~· ..... 

. - . 
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• To the Congress ·of the United States: 

. . 

Since the earliest beginnings of this Nation, America's merchant 

fleet has written a proud and glorious ~hapter _in our history. Withoµt 

- ........ . 
• '··. t 

the adventurous spirit arid the dedicat~on of the merchant mariners who . 

. carried the flag of this Nation to the far corners of the earth, our devefop-

. ment.might have followed ~ far different course. 

.. ... 
I ~ • 

On the strength of that early development of r?utes ·~f comm.erce 

extending around the globe, w·e have become the ·world's largest trading 

' I' 

nation. Last year, more than 3?0 million tons of comrr.e rce moved in 

our waterborne trade. It totalled more ,than $39 billion. By 1980, this 

• trad·e will nearly double -- reaching some 600 million· tons. 
. • . • I •. 

Indeed, development of thi~ for~ign commerce has been· a key· to the 

-· 

I ----,~ •• - •- • 
.g-l!-G-Wt-h-and prosperity of our great Nation. If our growth and prosperity 

are to be sustained, it is essential that this commerce between our Nation 

and the markets of the world continue to expand. 
. . . . 



2 
.. 

Traditio~~lly, the U.S. fl~g merchant fleet has bee~ an important 

-- .el.e~ent in this necessary expansion o{ our foreign commerce. Today, 

( ~ 

.ho
1

wever, we face the fact that the stro.ngest, the we-althiest, the most 

• -. • •.· • ··.: resourceful and inventive Nation ~n earth has ·a maritime fleet which is 

~ .. -: • ___ losing its ability .to compe_te with ships flying flags of •other nations in 

·: the.movement of our own foreign commerce. 
I 

It is critically in need of revitalization. 
I . , 

It fs desperately in need. of mo de rnization. 

There is urgent need for innovation, for experimentation -- and· 

- for a reassessment of roles of responsibility of all parties with the end 

goal of attaining a strong,· self- sustaining, competitive maritime industry. 

I 
··! 

I. 
l 
; ' 

1· 

. ', . 

a 

.......... 
• ' 

. .• ,• ... 
. . 

.,..,.. 
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I 
. 1 · •• -;- . . \ 
. • I ~ 

t ,3 
i 

i, • 

·There is also u_rgent :Ileed tq relate this revitalized.~aritime activit_Y 

•.•· 
.,· 

. . 
• ··:· .: .. to our Nation's br~ad and comprehensive ·transp~ntation efforts so that 

.ocean shippi~g is made a part of· our· Nation's t.ransportation syst·em. 
C • .; . • • ; • • 

•• '· 

• ·:T_--:~· .... :·:_.·.· .. -· • _· !'propose' to you a program shaped to-accomplish these go_als .. It will: .. 

i .• 
:_ .. ·•_. ... •. ·i . 1 

.-_.: : :·. • ·• .. •· .. --· Provide a substantial increase in ship construction funds. I 
. .. . . : . . . ~ . • _.. 

: I ~ · .. , 

' .. . :. 1· 

· ~sk appropriatio_ns to -~ais~ construction subsidies to U ;s. shipyards 
I 
I • • I 

I 
.i. 

- • t . 
. to a level of $260 million a yea·r. This _leye_l Wl_ .. :_n permit a _substantial 

I • I I· . 
. · .. •. ·l · ---_· -I J· 

.. · . . ! .·' ·,. . 

• ._ • ·, . ~:ansion
0 

in c~nst~uctn ~~1•.Tms ~bo~~ ~~e pre.sent lev:l of_l3; 

I . • 

- • · .. s~ips per year. And I ask _tna;t the nevv: ie:vel of appropriations be 
i • j I 

. . . . ,., . 

.! •.• I. I 
. ! :r _. I ,:. 

. ., . .• i 

·-m~·intained fc;,r a. five-y_ea; period . 
I 
I 
! . 

I 

• . . ' . . 

~- .P~ovide a needed expansion 1n 'the scope of ship operating subsid_ies. 

i , .. 

• operating subsid)and :p~omot: the· cre~tio~ of ·new ~perating su~~idy 

... !. 'i ,' ... , 

prloposals. for bulk car_rie~.s ~bat will allo~ the~.· to _c_ompete for . : 
I • • - .. • I . . .. 

-. I 
• ... 

comn-1ercial cargoes. 

.• .. : 

·' ...... ,·•: 

:. . 
.. 
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·1 ! • 

! • • . '... 

r 

·o. 

4 

.. 
. ! 

J 

I . : ·_ . I 
. Develop a new system of ship operating subsidies. This --

: I . . . 

new system will be dLignJ t~ i~prove productivity a~d induce 
: I __ · • • 

.-·r· "!' 

more competitive and efficient operation with dimi_n_ ished. 
-·1. 

I. 
. . i ., 

II . . i.. . ! . • . . 
. ! i 

~overnment in~olve~ent _in ml ttime_ ~anage~ent di,cisi~ns. 

.- - ·Expand our support for ·mar;i.time transportation research. I 
• I i 

! i :_ 
! 

a~k the appropriation_ of $25 ~illion yearly t·o in.cr.ea~e both basic 
; • . I • . . ii ·_,.. • • • • f 
i .• • ..• ,! • 

I 
•. ! . ' 

·aµd applied research ·in a ·-de range of activities in' the maritime 
l I 
I •• I 

• I .. i 
I I 

I I 

·field. ' . I • 
.1 

I 
: I 

- - I:r;np rove 

I 

our Nation's capabilities to meet emergency shipping 
I 

', ... - !. . 

needs. I ask for fund·s to r~vitalize the National Defen.se Reserve 
I 
I 

., 
I 

! 

Fleet through the conversion of some un-used_rese!ve troops ships 
I • • 

into enlarged general cargo ships. 

. , 

. , .. 
' . 

. .. .. ... 

l 
i 



••• • . . 

i .. 

• , t·· 
l ! 

:,· __ .,.,. ~, t 

r 

I 
I . ·I· 

. . l--
1 

I 

I 
.-1 • 

. . I . I 

l i ..... .. 5 

•• -- Broaden our ·programiof dev~l~pment of nuclear vessels·. • We 
I 

I • ! I· ·; 
I ·i 1· · . 

. _.. stall, as pa.rt of .this rograr:. launch a cooperative effort with 

'' -Tected ship op~~ator to Tt°p and c~~struct ~uc~ea~ c~ntain:r 

• • s";iips _as part of a co~plet~ hi4h- s~eed sea transport system. •• ,1 

I I • I· ... 
I •••• . : i, : ! . .. I . . . ; . , . 

·:. '-~ I~lude the Maritime Admini:stration within the· Department of 

T[~nsportation. i _ . • 
'-. I - , - , . 

--· Establish a study commission to examine th'e capacity and competi-

( 

I 

tive position of the private shipbuilding industry. This study 

. . 
~hould provide a better factual basis for future maritime . 

programs. 

* * * 

! cannot urge you-more •• strongly.to give this program your swift"est 

consideration. 

The need for action is _imperative. 

. , . 

. . 



--· A sub.stantial part of our merchant marine is obsolete; much • 

of the tonnage is World War II ships that are ~apidly approaching 

the end of their useful lives. 
. .•. · 

1 . 

• -- Much of the rerpainder of the Ameri_ca:ri fla'g fleet is outmoded 

' .. ·.•. • .. ·.' 

_and unproductive. 

-- In contrast to earlier days, this Nation's foreign trade is substan-

t 

tially carried in the holds of ships flying an6ther ncttion' s flag; 

•... .in 1966, the U.S. ~flag share of this trade fell to a new 

• low of 7 perc_ent. 

-- Federal maritime subsidies have grown from $65 milli<:>n to. 

more than $400 million a year ~nth.~ past 17 years -- yet, the 

fleet which these subsidies support reiies increasingly on 

Government-generated cargoes and carri~s a declining portion 

of our commercial trade. 

.... - . 

. ..... . 
, •. 



•. \ . 
,, 

- -. Full e:x."'Ploitation o_f _recent advances in container technology- -

this completely _Amer_ican inn?vation which holds great promise 

. . 
-for the futu_re of the ~aritime _industry -- may be denied to ou·r 

. . 

_____ industry because of re_itrain_ts on the ability .of our operators -~ 

.. I. 

• 

.... 

to acquire modern tonnage . 

-- In the 1930 1 s, our foreign commerce was lar.gely made up of 

I 

manufactured and processed goods carried :in cargo liner vessels. 

Today, m_ore than 80 percent, by tonnage, of our foreign trade 

is comprised of dry and liquid bulk cargoes. · Yet, we carry only 

3 percent of. bulk trade in U !·s.· bottoms. 

-- Opening_ of the st·. Lawrence Seaway has created a fourth sea 

'. 

• coast on this Nation's borders the Great Lakes. Yet, 'this trade 

~oute, which reaches· into the industrial and agricultural heartland 
! ... 

. . . . 

of -~ur nation, depend~ °largely on foreign flag servic.e . 

. ., 

. ~ ! . : 
:. . . ! ·, •.• • .• •,. i •.. · . 

•. r . 
I , i · '... .. 
L . . . . ,. .. -

· .. 
• L, : • ' 

. -· 
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Federal programs designed to· stre~gthen our mariti~e industry· 
• ' . 

have been studi_ed exha~stfv~ly in recent y~·ars. Every alternative for 

. solving the vexing.problems whic;:h plague this i_?d~s~ry has· bee~ dis~ussed,· 
.• 

•.· . .·,. 

) / : 
dissected,. and debated in Governm.ent councils and in public forums. The 

conclusion is clear that our present policies have not induced the proper 
.. . . 

• 
response fron1 the industry,· the shippers, and the public to cope with the 

t .. 
.. ,.: 

\. • '._ changes overtaking th_e industry ... 

• Yet. our eval:uations also demonstrate co~~ncing~y that_ ~assive 

., 

infusions .of Federal dollars will not solve th.is industry's. pro_ble_ms: Government' 
. .• 

. . 
roie is secondary to the ability. of our f~ee enterprise sysfoin, responding to 

the inducements of private profit and within the constraints of comp.etition, • to 

·_ .... • . .-·improve the productivity.and, thereby,_ the prosp.erity of the American.· 

-- merchant marine. 

•• 

. '. . . 
' .. 

..... ··- . 

. . . . . 

. ' . . 

• 

• I 
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• 

! 

i· 
! 
I 

. ! 

j. 
i 
i . ' ; ·; I 

• 1 

I 
I . 

l 
• . 't _-,.;. . ·I . 

·1.., 
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I 
But Governn1ent support ;can provide the incentives which will lead 

r. f 
. j'. i • 

i 
the mariti e industry to achieve the goals of a truly ne~ marit_ime p·rogram. 

! 

' i _.·· 
.1 

-an:. 
• I·. 

.. . 
I •• 

. . . • I . 
--· Make available incentives th,~t will bring to the maritime industry 

. •. : •. • . . . • . .· 
• I . 

• more of the talents of American business·, more of an appetite 

r . ·/ ••. 

• and a _capacity. for competition, mor~ of an attraction for greater 

and more productive private investment. 

Provide:the incentives necessary to ·restore the. confidence of 
• 

,- . 

r. 

manage_ment and of labor in the future of the maritime industry. 

This is an important step in achieving long-term economic stability 

within the industry. 

·.--.. ~·Supply.the incentives which w~ll lea~ to more economic and efficient 

··service in the movement or our foreign commerce. • 
" .• 

.·•· 
'·: .. : 

f 

I. 



. ,· 

io 

Provid~ ~he incentives which will strengthen the capability 

• ·: . 
o_f this industry to respond to all of our national requirements . 

. ,. 
.The -~ou~se I. lay before you fo•r ;evitaliz_aticm of o~r maritime 

industry is not, however, without its gr.ave a·nd continuing r~sponsibilities 

for all concerned. I must most solemnly emphasize that the success of 

I 

this program depends on the acceptance of three . essential conditions. 

' .. We. cannot tolerate the dissipation of Federal subsidy d~llars through 

' 
.excessive price i_nflatlon in any corner of this economy:-- For that reaso~r-

• ·the first condition is the :recognition of all responsible pa~ties -- the ship-
., 

• building industry, its compone-:1t indust_ries, and labor 7 -_ that the ships to 

be provided unde_r· this program must be_ supplied at reason~ble prices and 

..... 

' on schedule. 
. . 

. . . 
•: ,' • I• '. . 

. '' 
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. The· next sev·eral years ·will be a_te~ting period fo~ the industry,. 

• ·to demonstrate that it can meet the demands of an. ·expanded me rc!lant 

fleet both in competitive construction and comp.et_i~ive· operation. 
...... ., .... --· ... -. 

. • 
. . . 

We intend ·to aid the American s~ipbuilding industry in fulfilling 

, • its capabilities. ·I propos·e a study commission to determine how and in 

• 

. ·what 'for~ s~~--~-o~struction ·subsidies can enhance the· contrib~tion.of the • 
.. 

. ,. . . .. . 
.•· 

,., 
•. 

. .. . . 
•. 

-· 

J • 

- • •• ~: I•• • ~: . . . 

• ' I • • . • . ... ....... . ... 
.. : : .... ,, 

" ~ : ·· ..... 

. •• .•.... 

. ·: ....... . 

\ 
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industry to the security, ~rowth, and prospiriti of our nation. This 
... 

. study commission will have several tasks: 

It will analyze the shipbuilding capabilities of 

the i~dus~ry, and those which are needed to meet national 

in~erest requirements. 

--.It will consider what should be the national interest 

\ • 

requirements for maintaining, undir Government support, a properly 
~-~ 

determined level of commercial and defense ship construction and 

t 

repair capability~ 

It wiil evaluate the.contribution of the industry to the 

u.s.·balance of payments and to the national economy. 

i 
I 

It will an~lyze the shipbuilding industry's capability 
I 

. I. 

to compete within the broader framework of U.S. _indu_stry for needed 

additional capital,. skilled manpower, and management resources. 

I~ wili consider how improv~d indtistrial technology and 
,..: 

management techniques. cin be adapted to the do~estic shipbuilding 

industry. 

r 
. I 

: ... , 

• 

. . 
- .. . ,. 

: • " •. 
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I 

I 

this 
i 

I am confident that study will provide the ·basis for an expand~d, 

! 
! 

~ooperative research effort between industry and G~vernment. It will, I 

oel'ieve, create the guidelines nec;essary to promote the comp_etitiye_ position 

of the ~ndustry both withi~ithe domestic economy and with respect to foreign 
i" ... . 
l .. .. 

shipbuiiding competition~ 
i. 

'. 
i 

. .·: . 

If, however, the ship construction industry cannot respond to the 
l -

·:·needs of U~S. flag operators for econo~ical ships, delivired on schedule, 
i 
1 
! I 

• 
' • then we must re-assess the correctness' of our approach, :and, if necessary, 

• 

I • 

• 

we must seek alternatives to meet the demands of the American merchant 
I 

r 

marine for modern to~nage. 

But this is not all which must 

I 
'. 

If th~ U.S. merchant marine is 
i 

! . 
i' 

shipper, b¢th management and labor 

interrupti6ns in service caused~by 
i . I 

• I 

·I 

bl done. 

to respond to the ne.eds of the American 

mujl ;work closely to eliminate the frequent 

wo ~'.stoppage$ and cooperate in efforts to 

j l 
stabilize the industry's wage costs. 

i 
I 

! • I 

Rece;J history 
, . 
I •~ 

as.distrestng. 

I I 

of escalation of these wage costs can only be described· 
f > 

: 
A series of lijbor~ma~a~em~nt ag~eements, -n~gotiated in 

.... • 



I 

i ~ 
. l I 

1965 and designed to assure a stable rela~ionship, have proved in 

practice to be destructive of the ~riginal intent. Through a series 

of arbitration ~wards, employment costs have es~alated far beyon~ the 

original terms of settlement~ This has created a situation which, if 

allowed to continue, threatens to bring the industry dow~ in economic 

ruin. I· 

The pu~lic interest of the entire shipping and consuming-~ublic 

is at stake in this·unfortunate series of circumstances. 
I .. 

·•: First, escalating employment costs in the maritime industry have 

• a·direct relationship to Federal expenditures through the operating-

differ~ntial subsidy program a~d defense shipping costs. 

Second, spiraling wage coits in the light of foreign competition 

will have a direct effect on the future growth of U.S. maritime industry--

and its ability to -gain competitive standing ~ith the·othe~ fle~ts 6f 

the world. 

0 

.. 
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·' 

• 
Third,' inordinately high and unreasonable employment costs have 

.. 
a direct impact on our Nation's wage-price stabilization objectives. 

Stabilization of the wage structure in this industry must, without 

• ....... •.question,. g~ hand-in-hand with the rational development of a maritime 

.. 
• .... > ·1 pol.icy looking to the future growth of the industry. It is incumbent . 

• on the industry's management and labor interests ~o resolve jointly 

the wage escalation issue in advance oI any extensive Congressional con-. 

sid.eration .of measures seeking the achievement of this objective. 

I .. 

• ·Therefore, I urge that. the parties involved recognize' their mutual 

·interest in the quick s·ettlement of this problem, and that they initiate 

prompt and meaningful discussions to bring it to an early. solution. 

* * * * * * 

There is yet another and important condition which must be 

accepted if this program is to succeed: the location of maritime programs 

within the Federal Government. 

Last year,. in signing the Department of Transportat_ion Act, I stated 

• 
that in a few respects it ·fell short cif our 6riginal hopes. Specifically, 

it did not include the Maritime Administratio~. ~ _expres$ed the hope 
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that the Congress would re-examine its decision to leave what must be considered 

• vital_ transportati'on. activity, alone., outsid'e the jurisdiction of this new 

- Department. 

Today, I am transmitting to the Congress a reotganization plan which would 

transfer the Maritime Administration to the Department of Transportati9n. 

f. 

I do this for good and specific reasons: 

We cannot afford to continue the· isolation of this important component.of our 

~ 

tra~sportation system from the mainstream of t~e new technology and promotional 

• support which the Depart~ent of Transportation now provides to other transport modes. 

! 

.: -~rthe_r, all Government transportation programs and their problems must be deal~· 

with as a whole, instead of on a piecemeal basis. Because the. Department of Trans-

portation was ... create·d to. promote a more efficient national transportation system, 
---

the transfer «s proposed in this reorganization plan should be accomplished as 

quickly as possible. 

This reorganizatio~ plan will assure that ocean ~hipping receives increased pro-

motional recognition in t~p polic~ countils of the Executive Branch and will provide 

an independent status for a newly-created Civil Maritime·subsidy Board needed to 

• •. s.sure_ fair .and objective review of matters. upon which it must :c~. 

In addition, this reorganiz~tion plan would provide me ·with:· .the authority. to • 

. i -·, 
I 



shape a more effective administration of the Cargo Preference 
17. 

Act. I am fully convinced that consolidating the.administration_ of the 

•·-. preference programs is in the interest ot"" inci:eased Government efficiency 

and greater-effectiveness~ 

* * * * * ·* * 

_The major difficulty which this Administration has experienced in the 
,. 

selection of a solution to the many and incre~~ing problems facing the 

maritime industry has been to balance the pubtic interest concern for 

. I 

the sound expenditure of public funds with.the legitimate interests of 

I 
·management and labor who stand to lose or gain from the outcome. Clearly, 

- .an acceptable Government.program cannot meet all the needs of all groups. 

,,.. But· I believe all interests can and must agree that their common objective 

is building a strong maritime industry to serve all our national needs. 

I believe this program meets· this objective. 

The leve 1 of subsidies I am proposing is. a substantia 1 increase over 

: -:--the recent average of some ·$ 110 million a year. The level· of ship con-

struction made possible t~rough th~ ~reposed annual ~ppropriation rate.of 
. i . . 

$260-million will be the largest peacetime 
cornrnercia 1 shipbuilding progra·m ever mounted fn the nation's history . 

• A key feature of U.S. maritime policy to· date has b~en to sustain 

' . 
a nucleus of shipyards, ·shipbuilding ski!ls, and related component ind~stries 

... 
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·to meet emergency needs . 

.. 
Of course, major reliance for continued maintenance of this capability· 

I, • 

will depend.mainly on Naval work which accounts nationally. for about 80 

l per cent of Government-sponsored work . 
. . i . 

... - .. . ·However, the level o'f ship cons true tion. subsidies in my new program 
.. I 

• .. · ~-.. will serve to increase greatly the pr'oductive skills necessary to 

commercial shipbuilding and to assure .this Nation an adequate and 

efficient commercial shipbuilding capability. 

I 
This expanded level of ship construction work pi~vides the essential 

inducement for shipyard .modernization and for the best which America can 
I 

offer in improved industrial techn~logy. Only if this occurs, can the U.S. 

·I 
I • 

shipb~ilding industry adequately s~r~e the replacement needs of the U.S. 
I : .· . • 

.• . I 

merchant fleet for high performance!, 
1

competitively-priced ·ships. 

1 d h 
. I • ., 1 .11· I • 

Re ate tot 1s, propose eg1s ~t1on to: 

! 
i 

Allow construction subsidies to .be paid directly to 
• ! 

I 
.I 

! 
i 

shipyards. 

i 
' 
I 

! t':· 

This will pe~mit tHe~ to assume a more responsible role 
! 

♦ 

•in ~he design and developrn~nt of ne~ vessels. 

I" 
.. ; 

• I 

i 
_! • . 
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.. ! 

I ! I. 

!. 
I 

i •. <.ij • 

' 
. '·•. i 

PeFmit> under ce·rtain• circumstances the use of neg_otiated 

. . : . I- l • . • 
. ! I • . 

have been successfully utilized in foreign shipyards. 
.. ! I i • I• I . : 

. ' 
• , I 

_··. I 

1. 

prices which 

Provide for·.periodic. ciJtenilinat~on in advance of s.hi.pyard 
• • • I I ! .. 

. •·.• • .' • subsidy rates for fixed periods, aI)d- for different ship types. 

. . . . . . : I ·_., . . . . . . .. . ·. . .· . I ... .· . • 
- . . - - I • 

*·· * ~ * * * J : 

11: 

We must recognize that in the maritime industry we are now on the 
..,_ 

' threshhold of important developments o~ new ship concepts and syst~rn~ 

. . 
of operation· ,which may demand _radica_l ch~nge. We .must be aware that 

. ··1 

today's conditions provide the ppport_uni ty for .~ime ~y experimen~a-tion. 
I ••. 

.. We should not be timid . 
. .... 

Although it has sustained an active and modern.fleet of high-speed 

.. • linei vessels, the present·system of ship oper~ting subsldies is clearly 
- •; . 

in a need of reform. The refo_rmed subsidy should extend beyond "those 

who now receive subsidy to ope~ators who are now non-·subsidized. • 
..... 

In-recognition_ of t·he fact that ·these new- systems can·radically 

change_ present practices, howeve~, their workabilf ty should _be amply demon-

. . 
• _strated before any find commitnient is ma:~· 

-·. . 
•• • ••: • ,.:• •-•.• ,.._ '1,., • L 

. . ,·: / .... · .•. 

·,. . • .... "' ..... : -
.. ·:· ... 

' .. · . ,. ~ •. :-··: • . • • 

. .. .. .. . . ~ .. . ....... l 
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With this in mind, I propose legislation to permit the Secretary 

of Transportation to enter into.experimental contracts with· the presently 

unsubsidized operators plus any new qualified applicants. With such flexibility, 

•. we can demonstrate efficient~ productive and competitive operating syst~ms and 

. ., . 
. can establish new Government.procedures which will eliminate complex and costly 

l administrative practices. 

• I 

Today,·bulk.cargoes constitute more than 80 p~r cent of the total tonnage 

I 

• •1 of U .s .. export and import cargoes. U .s. flag vessels in this trade are old and 

nefficient and add about $80 million a year to the Government's transportation 

c6sts for moving foreign-aid cargoes. Yet, the_ availability of these Government-

generated cargoes to this component of the U.S. ~erchant marine is essential to 

·1ts continued existence. Therefore, I do not recommend c~ange in the Govern-

ment's cargo preference laws. However, the Government's interest, in terms of 

-
reduced costs of cargo preference,_would be best served ·if modern and efficient 

new bulk carrier tonnage were introduced in the trade. The expanded construction 
'. '. 

subsidy program will g-ive appropriate emphasis to ·this comp.onent o_f the fl_eet. I 
I 

.. 
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I also recommend legislation to authorize new opera ting ·subsidy 

•• 

proposals for bulk carriers so they may· compete for commer·cial cargoes 

as well. The combination of these support features .should assist the 

·~·eyelopment of a substantial U.S. flag bulk fleet of model:'.n tonnage. 

The National Defense Reserve Fleet estah,lished at the end of World 

..... • • War II, has serviced us 
1

well in two major ·emergencies and has effectively 

• assisted d~ring periods of cri-sis by rrfaintai,ning more stable rates 
.., 

. in the worl<l shipping market. Measured aga.inst other alternatives, this 

, . 
approach to meeting peak emergency needs involves lower costs and 

causes less disruption of U.S. flag commercial services. So in- order 

to improve the quality of this capability, I ask appropriations for the 

revitalization of National Defense ~eserve Fleet by conversion of a 

certain number of unused reserve t~oop ships into '.'jumboized" general 
I 

I 
cargo.ships. The size of th~ reserve fleet program I conte~plate will 

i .- • I : 
depend on the extent to whicl~ the. r~e.1_5_. of. -~hip availability can be 

worked out with active fleet: operato;s. • • • • • 

• 

.. .f .. 
f. 

:.: ....... ~' 

,··. 

. . ·, . 

.... ·: . 

.·· ........... . 
' . 

. . ... . 
··- -
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• ... 
·Re~lacing modern, expensive ships ~equires large amounts of capital. 

.. ' 

At present, certain ship operators can 

~or this purpose. The question ~rises 

I 
I 

be extended to other operators w~thout 

I 
! 
i 

a different system.adaptable to the nee 

. i .. 

i 
I 
I 
defer 

I 
as· to 
I ' 

I l 
undue 

-! 
.j 

! 
i 

s of 
! 
i · 

taxation on funds set aside 

whether this privilege could 

loss to the Treasury or whether· 

all.components of the U.S. 

merchant marine might not be developed. 
. i 

On an interim basis I propose that 
. i 

' : . 

capital reseFve fund privileges be extended to those liner· operators which 
; ., 

. ! i . 
• I • I 

become eligiple for construction and op rating subsidies so that they may 

':, ••. • 1· I 

ccumulate the needed capital to 'replac~ their obsolete fleet. I also have 
! I I 

. I. . l I 
directed the;secretary of the Treasury and the Secretary of Transportation to 

I ' I j. 

d h I . . d f f·t d. d d ' . d . . stu y t e co[tinuing nee or reserve !n.s un er to ay s e~onomic con ition 

.·and to inves
1 

igate the feasibility of direct subsidy alternatives to this 

". ·' .. 

• indirect form of subsidy. With an eye to the pos_sibility of future legislation 

on the matter, I have asked ·them to give me their recoimI1endations within s·ix 

months. 

As our transportation system must be conceived, built and operated as a 

.ole,. so must the different areas of transportation research be coordinated 

within an overall framework.· The transfer of the Federal Government's maritime 
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.rograms to 

I 
! 
i 
'the 
I 

Department of Transportat'ion will_permit use of the 

I 
i 
I 
! ; .. 
,· 

'.I_. 

.• ' 

;· 

! i 
1 [ I 

research re~ources available to the Se6retary of Transportation in pro-

:_ i 

moting resea;rch 
I 
i 
I 
I 
I 

the incr~asing 

in the maritime field. 

i 
i 
I 

. ! 

Tp assure that these programs receive 
L 

1 • I ·l. • i I 

I I ! 

attention they deserve, :r 'shall reql:Jes; appropriations of some 
- Ii: i-. ··, 

; 

$25 million rnnually for increasing botr ~asic_ a~d applied maritime research· 

,_ ~ • l 1 . 

activity,_in
1

cluding ship operati~ns, po~t
1 

facilit~es~ ship ~esign, and con~· 
1 • 
I 

struction and maritime systems._ Such research is to be integfated into the 

Department of Transportation~s broader research activities. 

We must continue to push back the frontiers in nuclear ship devel~pment. 

As part of this effort, we shall launch a cooperative effort with selected 

.• ship operators to develop and construct nuclear container ships as part of a 

... : : complete high-speed sea transport system. Along with this, ·an expanded 

research a~d development program involving both the Department of Transporta-

tion and the Atomic Energy Commission will be undertaken with the aim of 

developing an economic ship reactor system. And·; as part of this overall 

nuclear s~ip development program, the SAVANNAH will be continued in operation 

or as long as she is needed.-

...... 

********** .•.• 
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For its time, the Merchant Marine Act·of 1936, was a _remarkable 

accomplishment for the promotion of our national_se~urity and foreign 

trade needs. And, for a consider~ble period, it withstood the test of 

time well. 'But the world, and· this Nation's role· in it, has greatly. 

• changed since 1936. We face new problems. Every day in every field, 

we are confronted with new challenges. In few ~reas is the need for 

·• responses.to these challenges as urg~nt as it is in our maritime industry. 
I, 

I believe that the program I have set before you will meet these 
I 

, 
challenges and. meet. them effectively. ·rts aim is a partner.relationship 

, be tween the Gover runen t, the ind us try-, and the men who labor in this 

industry, to see and make sure that America's merchant fleet is 

restored to the position of high prestige, efficient operation, and 

technical supremacy 

occupy. 

., ... 

second to none 

. , .. 
. ·,: 

.. 
:.· •. . ,• ·,·,. 

t . . . . 
· .. • 

.. ....... ,. ..... • •• '"'.a\ 

-· .. ·· 

which 

, .. 

it should and it must 

.. 

... 
: ·. . .. 

... , 

·.'..· 

' 
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MINUTES OF MEETING HELD WITH SENATORS MAGNUSON AND 
BARTLETT AND WITH CONGRESSMAN DOWNING 

SEPTEMBER 22, 1967 

Review of unresolved maritime issues. 

-- Capital Reserve Funds. Secretary stated that Administration position 
had not been consolidated; however, he believed Administration would 
agree to extension of reserve funds to non- subsidized liner operators. 
Magnuson and Bartlett expressed awareness of problems in further 
extension and indicated that on their own they might take initiative in 
Congress on further extension. Secretary indicated that was their 
business. 

Great Lakes. Magnuson raised question as to what we could do to get 
support of Great Lakes Congressmen. Everyone agreed that in terms 
of foreign trade there was very little we could do. We agreed to sugge~t 
that the message should call for study to improve this. Secretary would 
not agree to aids for domestic operators in the Great Lakes and suggested 
that Congress would be well advised to avoid. • 

Superliners. Magnuson again raised issue of authorizing new superliners 
and referred to QUEEN ELIZAB_ETH II. Secretary told Magnuson we 
would study economics of passenger vessels under U.S. flag. 

-- Tankers. _ Magnuson asked what we were doing for tankers. Secretary 
. indicated that we weren't changin·g the law to deny tanker CDS; that as 

Administration policy we had no intention of approving CDS for them 
under existing priorities. Indicated that Title XI mortgage were adequate 
support. Nothing to be done on tankers. 

Vessel Exchange Act. Committee staff are getting flak from operators on 
repeal of this Act and now wanted to back away from repeal. Not crucial 
and it was agreed that would be allowed to expire naturally in 1969. 

Presidential Consultation Committee. Committee staff wanted to know 
if the President would make reference to cooperation between the 
Administration and Congressional leaders in working out program. The 
Secretary noted it as a good idea but it is up 1othe President to what he 
puts in his messages. 
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Maritime Reorganization. As we left, Secretary told Carl Davis to 
stay behind and brief Committee staff on organization issues. Stan 

.Barer asked is the Administration sending a reorganization plan 
with message:? Secretary Boyd said that was the plan and Magnuson 
indicated it was a good idea and thought tp.is was the best way to 
handled· reorganization . 
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Outline of DOT Proposal 

September.22, 1967 

.. 

* Section 1--Authorize Appropriations FY 1969 - 1973 
-$260M/yr construction differential subsidy 
-$25M/yr research and development 

.• ,Authorize Appropriation FY 1969 
-$30M to reconstruct reserve fleet 

Section 2--Extend applicability of Merchant Marine Act to contract 
vessels and their operations. 

* Section 3--Establishes privately owned shipyards as eligible applicants 
for CDS {ship operators continue to be eligible) 

* 

* 

Extends CDS to vessels for non-contiguous domestic trade-­
with a hearing to protect investment of operators in the 
trade who were not subsidized. 

Section 4--Technical amendment to limit shipyard applicants for CDS to 
contracting method set up in Section 504(b} (as added by this 
bill) . 

Section 

Section 

5--Changes CDS computation-from present ship by ship basis to a ship 
type basis for fixed periods of no less than one year. Extends 
temporary 55% ceiling (due to revert to 50% on July 1, 1968) for 
three years. 

6--Authorizes use of negotiated bids in CDS procedures when ship­
owner is applicant; adds procedure for CDS when shipyard is 
applicant. 

* Section 7--Authorizes use of CDS vessels in non-contiguous domestic trade 
and eliminates present payback requirement for such use. 

* Section 8--Exte~ds MarAd low down payment (12 1/2%), low interest (3 1/2%) 
installment sale procedure to include certain tug boats and 
barges 

--(Also operates (indirectly) to increase maximum mortage loan 
insurance (Title XI) coverage} for these vessels from 75% to 
87 1/2%. 

Section 9--Amends definition of "obsolete vessel" to permit replacement of 
vessel when in the "public interest" rather than physically or 
economically obsolete. This eliminates possible conflict with 
ODS criteria. 

\~\{\ * \ tJ -Sec-t-ion-10- ... Repeal s-:V e-s s-el~:xchange-Ac-t . 

11\ l 1,;1 -Section 11---Te chn i c--a-l--amendmen t--r-e l at-e d---to--¥e s se-1--Exchange-Ac-t-Fe-pe-a 1-.-

S e ct ion l 2:--Extends Secretary's authority to prescribe methods of record 
keeping to new Title XIII (Experimental Operating Subsidy). 



Section 13-~Extends limitation related to ownership of competing 
foreign lines to Title XIII subsidies. 

Section 14--Extends limitation related to ·ownership of coastwise 
lines to Title XIII subsidies. Repeals $25,000 salary 
ceiling. 

Section 15--Releases existing operators from present contract obligation 
re $25,000 salary limitation. 

1 
Sec_tion 16--Extends prohibition re participation in agreemei;its discrimi­

nating against U.S. carriers to Title XIII subsidies. 

Section 17--Technical amendments of definitions. 

* Section 18--Adds new Title X to authorize aid in development and construc­
tion of nuclear powered ships. Establishes CDS ceiling which 
gives operator ship at cost of comparable conventional ship 
(world price for foreign or non-contiguous domestic trade; 

• * 
. .u .S. price for domestic trade). 

Section l~-Technical amendments to Atomic Energy Act re title to 
2Q inventions and indemnity . 

Section 21--Permits use of capital reserve funds for nuclear cores. 

Section 22--Rernoves 6% interest ceiling on loans insurable under Title XI 
and allows Secretary to determine ceiling. 

Section 23--Allows refinancing of insured loans to cover new nuclear fuel 
cores. 

* Section 24--Authorizes experimental operating subsidies for five years 
for liner and dry bulk trades. (Title XIII) 

* Section 25--Establishes Commission on American Shipbuilding to study p_rivate 
shipbuilding and report in 3 years. 
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SEP 22 1967 

Bureau of the Bud.get Views on Maritime Program 

Deputy Under Secretary 

Secretary 

In discussions yestel'<lay with Walt Boehner on the legislation: before the 

COMCURRENCES 
RTG. SYMBOL. 

INITIAL.S/SIG. 

DATE ~ •• • -

RTG. SYMBOL. 

,.. INITIALS/SlG. • 

DATE •• 

RTG.SYMBOL. 

Bureau of the Budget, he" listedthr.e·e iten1s which he planned to bring to 1N1T1ALs/s1G. 

Schultze I s attention. These are as follows: 
·-----------------· 

DATE 

-- Financing reserve fleet upgrading -- The Bureau feels that this 
program should be financed out of the Defense budget. At present RTG.sYMBo1., 

the n1aintenance of the reserve fleet is financed out of the Maritime------------------
• INITIALS/SIG. 

budget.· I indicated to Bochner that we had no strong feelings on this -
issue and would rely upon guidance frorn BOB/DOD discussions. ·o;.i-""i __________ _ 

•• Tax free reserve funds -· Boehne1· plans to discuss>\'Vith Schultze 
the range o! consi<leratio11.s based upon Treasury/DOT discussions. 
BOB probably will not take strong position on this quest_ion but will 
rely on Treasury. 

RTG. SYMBOL. 

I NITIAL.S/SIG. 

DATE -

•· Nuclear Ship progran'l Boehner indicates that cos: of land base RTG.sYMeoL 

reactor has gone from $100 to $200 million and will recorn.mend to 
Schultz_e that the AEC portion of the nuclear development program INITIALs/siG. 

be deleted. 
DATE: 

For your information, Matt Nimitz in the -white House indicated to me thoi-i..r'" ____ _ 
RTG. SYMBOL 

Reynolds 0£ Labor is still pushing for some kind o! Presidential committE: e to 
take a look at the labor /m.anagement situation, particularly with respect 10i"-J-1T1ALs/siG~-­

the "me-toott clause. 

PLSitton:kam_ 9/22/67 
cc: · Mr. Sitton 

Executive Secretariat-3 

Paul L. Sitton 

DATE 

RTG. SYMBOL 

INITIALS/SIG. 

o.-· 

Form , 868 (1-63) 
. PREVIOUS EDITIONS OFFICIAL FILE COPY 
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UNITED STATES GOVERNMENT DEPARTMENT OF TRANSPORTATION 
OFFICE OF THE SECRETARY 

9'1-emorandum 
DATE: o er 2 ro31 

suaJECT: White House Meeting on Maritime 
In reply 
refer to: 

FROM I Deputy Under Secretary 

TO Secretary rJl-''6-'1'1 

~,!JI,).,) 

Your meeting this afternoon is to review the maritime program items and to 
decide what we do about the timing of its transmittal by the President to the 
Congress. The agenda will include discussion of major program features 
as outlined in the draft message. Attached for your information is an outline 
of program features in the message. 

In addition, the following issues may be raised at the meeting: 

-- Delay in Transmitting Program Because of 1968 Budget Constraints. 

• 
As you will recall, this issue was raised repeatedly in our discussions 
of alternatives with the White House but you proceeded on Califano' s 
instructions that the President de sired a program as quickly as possible 
so as to quiet political problems. Even if program is delayed until next 
year, there is no certainty that the budget situation will be improved. There 
also is a strong presumption that failing the submission of a program in 
this fession, the House and Senate leaders will carry forward with their 
threat to enact their own program if the Administration does not submit 
one. 

Labor Issue. Attached is an article by Helen Bentley of October 2, speak­
'--ing quite strongly on the "me-too" labor problem and urging that a program 
not be transmitted without some commitment by labor. As you know, the 

___ 1?1essage cont~_i1:s alternative language on how to handle this problem. Under 
either alternative, Achninistration leaders should sit down with Meany and 
the maritime union leaders to urge on early resolution cf this labor issue. 
A meeting with the President would be best. As an alternative, the Vice 
President could take the lead in holding a meeting with you and Wirtz in 
attendance. 

-- Program Issues Raised by BOB. The following questions have been 
presented to Charlie Schultze by BOB staff. We do not know if they will 
be raised, but if they are you may wish to respond as outlined below: 
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Financing Reserve Fleet. BOB may wish to shift financing of reserve 
fleet up grading to DOD. This is not a critical is sue; however, since 
DOT is responsible for assuring adequate transportation under emer­
gency conditions, it is logical that we support funding of the needed 
resources in peace-time. We still justify NDRF as a Defense require­
ment. 

Tax Reserve Fund. As you know, Treasury has agreed to extend tax 
re~erve funds to non- subsidized operators and to a joint study. (The 
draft bill gives you discretion to grant to liner operators coming under 
Title XIII.) There should be no issue on this item (Surrey's letter to· 
me is attached). You may wish to point out that a strong move will be 
made on the Hill to extend tax reserve privileges to all U.S. flag 
operators, both in the domestic and foreign trade. 

Nuclear Ship Program. BO~ does not want a program including AEC 
cooperative research on advanced reactors.. BOB also wishes an 
alternative approach to nuclear ship development which would permit 
direct Government financing. We don't mind this alternative but believe 
it suggests more Federal interest than is warranted. In any case, we 
should also retain our approach (joint industry/Government cooperative 
effort) so that operators and private industry can participate in the 

• program and have maximum impact at all developmental stages. The 
BOB approach means more cost to the Government. 

New Subsidy System. Our proposal rmkes either Title VI or experimental 
operating subsidy available to presently-subsidized operators at the end 
of their current contract. BOB will probably press for exclusive reliance 
on the~ subsidy system. Our argument is thatthe new system should 
be sufficiently attractive to induce all operators to come under that 
system, and in this way we will meet BOB goals. Moreover, it will be 
difficult to get the bill through Congress without it being stated in the 
manner we propose. 

The status of the program is as follows: 

We have signed off on the draft message which is now ready for transmittal. 
.The reorganization plan and its transmittal mes sage are in the Budget Bureau 
and have been cleared. We are today submitting a revised draft to the Bureau 
of the Budget which incorporates some technical changes in the bill and are of 

(., :. C 
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substance. We ·have included in the bill an exemption from the rrBuy Americanrr 
provision in the case of containers capable of inter-modal movement. These 
are not eligible for CDS. We should be ready to go with the entire package 
now if the .President de sires. 

To reiterate, the President has two options: 

He can send over this program with its increased expenses (but only $17 
million in 1969) and strongly support it. While this wruld not get us all 
the reforms we wanted, it would bring Mar Ad into the Department and 
would bring reforms in construction and operating subsidy systems, and 
cargo preference areas. A delay until January leaves us vulnerable to 
further pressure for bargaining by industry and labor. 

He could initiate a strong public relations campaign to convince the 
country that no action whatsoever was needed on maritime matters 
this year. • 

We believe some statement by the President is essential~-

•
f he neither sends a program nor convinces the country of the lack of need for a 

program, thmthe Congressional people involv~d will almost certainly draft their 
own program, more expensive than ours with extremely unpalatable policy 
features - - including a separate Maritime Administration and reserve funds for 
everybody -- maybe even oil quotas. Such a program, wrapped in patriotic 
language, would be extremely difficult to veto. It would give the Republicans 
the opportunity to initiate a good sized campaign issue for 1968. 

Attached is a copy of the draft message, reorganization plan and message, and 
the draft bill. 

Attachments 

• 

Sitton 

\J1 
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• Agenda for White House Meeting October 2 1 1967 

Califano~s staff man on maritime (Matt Nimetz) called to say that 

the.agenda for today's 5 PM meeting will call for going through the program 

step by step, hitting the subjects underlined below. Following each heading 

is a brief back-up statement for your use: 

MarAd to DOT: This is the real major gain of the program. After much discussion 
(between Nimetz, Middleton, Ira and I) it was placed first rather than last in 
the message ~o 1) allow the description of the program to be tied into other 
transportation 2) emphasize the importance placed on the reorganization. 

Construction.Subsidy at $260 Million: It is difficult to defend any specific 
figure, however, this is the number on which consensus was reached with Hall 
and the Congressional people. It will buy -a mix of 30 ships if used right. 

Flexibility in Construction Subsidy Administration: The proposed procedures on 
handling CDS are a significant improvement: By allowing the shipyard to be an 
applicant, we open the way for series production for several customers; negotiated 
contracting will put U.S. operators in the same position vis-a-vis the yards as 

; foreign operators are with their yards and should allow lower prices (and subsidy) 
,. they will seriously negotiate; setting CDS percent rates in ad~ance is a strong 

• st-cutting incentive. . . 

Reserve Funds: Sen. Bartlett is strong for extending reserve funds to the non­
contiguous domestic operators and others would like all operators to have them. 
The proposed study hopefully will find something that looks like a reserve fund, 
but without the undesirable tax-avordance features. The program would also give 
you discretion (through the Board) to extend the present capital reserve fund 
idea to the pow-unsubsidized liner operators. This is less objectionable than 
the "Special Reserve Funds: Even if these operators start· funds, it will be some 
years before they can build up a significant amo·unt. 

Operating Subsidy Extension: New liner operators (70-80 ships ~nitially) and bulk 
·_operators (no ships until some ~re built -- about 2 years) will be put under Title 
:~-.-XIII with the new- "experimental" system. It will be difficult to force in the 

- present (Title VI) operators at the end of their contracts unless the new system 
has proved workable and attractive. 

Passenger Ship Study: We will do a serious, positive study on passenger ship 
costs and benefits~ which is about all we can do .. No U.S. operator wants a new ,, 
superliner -- AEIL is getting ready to refuse to operate their three (Constitution, 

-Independence, Atlantic -- 1500 + jobs -- which lose money after subsidy. This is ~ 
• very sensitive information)after the end of the Fall season this year. ·, 

i 
t 
i 
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t Lakes Stud : ·:.·The-squeaking wheels in the Great Lakes situation are 
ports (like Toledo, in Ashley's district) that would like more Defense 

cargoes to move through their ports. It is probably going t·o be relatively 
more expensive to mov~ithrough these ports in the future due to the efficiency 
of containerized movemen,t through East Coast ports. The·re is no shortage of 
foreign flag liner servi~e for commercial needs in 'the.Lakes.· Possible solutions: 
1) Send more Defense cargo through selected ports, ·regardless of cost. 2) 
Assign one operator the Lakes ·as "his Coast," with free.dom to roam the rest of 
the world. \, 

\ \ 

~: Defense (Enthoven's people) now would like to do,a\pilot program of 
AP-5 conversion, or have the flexibility to do a pilot prdgram to construct 
a few new aust·ere ships of the Blohm & Voss type, to be put:-\. in the fleet. Who 
funds this is.relatively unimportant -- we think it ·ought to~be;iri our budget, 
analogous to other transportation resources. 

FDL: DOD (Enthoven) said they would like a boost for this in the messa.ge. 

R & D: We will have some trouble effectively programming $25 million on 
Maritime R & Din the first year or two. 

Nuclear Ship: BOB wants to drop out the AEC Research program. 

Shipbuilding Study Commission: It will be very important to appoint the 

•

ht people to this group. If done correctly, this study will pave the 
. for the breakthrough on some foreign construction in about 3-5 years. 

Wage Escalation: Note Helen B's article in today's paper. We recommend that 
President talk to Meany and the.Maitime Union President's rather than you 
and Wirtz. 

:_; 

• 

':,.• .,"' ... 

. : ,· 

.P.L.S. 

·.·• 
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·-!STANT SECRETARY 

.TREASURY DEPARTMENT 

WASHINGTON, D.C. 20220 

• 

Dear Mr. Sitton: SEP 2 71967 

i'henk you for your letter c1o.tcd September 14, 1967, in which 
you indice.ted that Secretary Doyel is prepxced to concur ·with the 
Treo.sui-.>7 in op:posing further extension of existing ml'..ri time t~..x 
shelters. We exe glncl to hcv.r thnt the Depart:ru8nt of Transportation 

• shares our concern rega1--0..ing proposals to extend these tax pri vi­
leges. 

We have also noted that it is Sccret&l'Y Boyd•£ view that the 
four preoently non-subsidized liner operators who will be brought 
under direct subsldy by the proposed maritime program should receive 
the same ta"{ p:d vileges as El.re accorc1cc1 the 13 liner operators which 
e.re presently rccei Ying direct su.bcicJ..ies. It app'3r..rs that m-.. -tension 
of ta.."'C privllegeo to these ~rlditiona..1. four firms will cost appro.x:i­
me,tely $8,400,000 per year in lost tax revenues. 

We believe that te.:;-c incentiv~s are an inherently inefficient 
method of e.icl.ing the merchBrit marine and would be opposed to eny 
sienificnnt extension of them. nevertheless, -we rceJ.ize tha.t if 
existing tax snbsiclies are presc:rvet1, it is difficult to deny 
simile..r subsidies to a few e.dd.itionul firms which are in precisely 
the same situation e,s fin:is ·which alree.d~ :r:-ccci ve tex subsidies. 
Hence, although we would prefer to a.void. any extension of existing 
niarititle tax subsidies, if that is possible, we e .. re prepared to $,erce 
to a minor e:>.."tennion of those oubnidies for reasons just outlined. 

These te.1~ provisions are not a part of the Inte1··ne~l Revenue Cocle 
and. have rtot been pE'~ssed on by the We,ys end Means Co.r.nnit-cee. It me.y 
well be that that Conttlttee wiil, et some tirn.c, wish to ex.;1n1.-t.nc thene 
provisions 1 in which ev-ent ua m:i2,J:1t be ca.lied. on to rer1.ppraise the 
. entire tnx subsidy progrwn. 

_I _hope that you find these coinrnents to be helpful. 

The Honorehle 
Paul L. Sitton 
Deputy Und.cr Secretary 
Depart,nent of Tra....-isporte.tion 
We.shil1r;ton, D. C. 20590 

Sincerely yours, 

Stanley s. Surrey 
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the past several months officials of this Administration have worked 

~iligently to develop a wo.rkable 'maritime program which would lead the 

merchant marine-and the shipbuilding industry toward a competitive and 

profitable future. These officials have worked with members of these 

·• industries and with responsible members_ of Congress to achieve a concensus 

on a p_rogram which \Yould . serye t~ese . ends. We had quite recently reached . ' ' . • . . 

the ·point at ·which ·a p:rogr·am -:-- alth~_ugh lacking many of .the policy. ·reforms 

tha't ;;,e ... feel would be highly· desirable' _..: could be sent.-t"a. the Congress for 
- -

... :.. 

its consideration. 
• .. ~ . . ' . 

·: -,L.: • 

This program would have 'entailed additional.expenses of roughly $300 million 
,. . 

per year. I regret that· in a11· go~d conscience I can n~t __ sen~ to you this 

_year a program of this major magnitude. Nadonal priorities require that 

.olu~~ly ~ve~; prOgr~m'that can be delayed o~ that is not imu§!diately vital 

to our national welfare be cancelled or·held until the current.fiscal situ~tion 

is eased. _ 
••• t 

. Recent statements and actions in the House of Representatives clearly indicate 
. . . .- . 

·to me that I ~ould ~ot be exercising my fiscal responsibilities if I submitted 

a program requiring ·major expenditures at this time. However, _I would like 
. . 

to assure you that th~ Administration's concern for the merch~m-t ma1:.ine and 
.. 

·,"a• 

1 the. shipbuilding industry ~nd for a comprehensi~e maritime program.is very 

- active and that we are speaking of a delay in this program rather than a 

diminishing of our interest and strong sense of concern in this area . 

• 

r. 
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I am sensible of the ·effort being made by the responsible un~on _l~aders 

representing the vast majority of maritime labor ~h_o ~re, together with 
. ,,. 

industry management~ wo~~it1g to ..solve the problems posed ._by the destructive 
• .J.:,, 

·escalation of ~aritim~ wage costs. 

. ' 
full succes~~ ~nd th't wh~n ~y pro·g~ram is submitted to_,_ ;the Co~~ress_ it. will 

be. received a$a._inst a_·-~~ck_grou~d of labor ~tability and responsibility. __ :·· 
... ' .. · 

.... ,· r .._ 
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11/13/67 

MEMORANDUM FOR MR. SITTON 

SUBJECT: Congressionally Sponsored Maritime Bills 

I have made a very hasty comparison between S.2650 and the last version 
of the maritime program legislation that the Department prepared. The 
most conspicuous differencesin terms of a section by section summary are 
as follows: 

--Section I is the same except that the CDS level would be 
300 million per year vice 260 million. 

--Our provision for use of foreign built containers is not 
adopted. 

--Our proposal to expressly restrict nuclear powered s_hips 
to Title XIII subsidies is not adopted. 

--Our proposal to open end the Title XIII experimental subsidy 
is not adopted .--the 5 year limit is retained. Nor has the 
bill picked up the dis6retionary ~uthority for the Secretary to 
apply Title VI limitations on Title XIII subsidies. 

--Another item which is not picked up is the option for 
Title VI operators to elect between Title VI and Title XIII 
subsidies upon renewal of their contracts. 

--Added to our proposal is a section extending the construction 
reserve subsidy principle to non-subsidized merchant vessels 
and fishing vessels. 

G. H4ck Bursley 
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Summary of Substantive Differerices Between 
S. 2650 and the Administration's Proposed Maritime Bill 

1. The Administration bill contains a provision (section 8) 

authorizing the purchase of foreign built containers. S. 2650 

does not contain this provision. 

2. In the new title X, the Administration bill proposed to grant 

operating subsidy to nuclear vessels only under the new subsidy 

program proposed in title XIII of the bill (section 1007 of 

section 14). S. 2650 would authorize subsidy to such vessels 

under whatever system was in force when the ships went into 

operation. 

3. The Administration bill contains no time limit on the new 

operating subsidy program. S. 2650 would limit the program to 

five years on an experimental basis (section 1301 of section 20) . 

4. In the event of a decision by the Secretary not to approve 

• ·extension of the initial subsidy contract under the new subsidy 

' program, the Administration bill would give the operator the 

option only of selling back to the Government ships built for 

operation under title XIII. S. 2650 would give the operator the 

option of receiving a contract under whatever subsidy system was 

in force at the end of the five-year experimental period (section 

1304 of section 20). 

5~ S. 2650 contains a new title XIV (section 22) authorizing the 

establishment of capital reserve funds for operators of the non­

subsid~zed merchant and fishing fleets. The Administration bill 

contains no such provision . 
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Changes we want i.n our package or in S2650 
~< .. ~~ 

... 
1. Eliminate non-contiguous domestic from CDS availability (S265~ only). 

2. Call "CDS11 
• by name o_f "Shipyard Subsidy." 

3. Reduce money to $300 million or less (and set first year at 1970?) 

(Dorio builds ships if subsidy rate exceeds 55%]. 

4. Change·page 2 line 5 so that instead of "reconstructing" reserve 
I 

fleet we can "modernize'' it by constructing some austere ships. 

-5. The entire drafting job should be reviewed; for example, does 
-

page 2 line 9-16 restrict us to "common and contract carriers." 

6. Review with Lud Hoffman and Carl Weir whenever the wording on CDS 

and shipyard contracts does what we want it to--but a workable 

solution--will it really work. 

7. Can "F&R" be more tightly defined on page 5 line 19. 

8. Keep in our proposal to buy conta:f.ners abroad which was taken out 

of S2650 (page 6 line 17). 

9. Drop non-contiguity in S2650 page 11 line 22-23. 

1-0. Change 1007 of S2650 back to limit Nucleus to Title XIII subsidy. 

11. Can't we get rid of 605c some way? 

12. Review and rewrite anrl use DOT version of Sec. 1304 relating to 

operators options at end of experimental period. 

13. Add to part on ship building commission, page 20, line 2, a 

statement to give them the duty to determine the 

of various levels of foreign construction of merchant vessels on 

our shipyards and our B of P. 

14. Eliminate Sec. 14 of S2650 or at least 1402 (and 1403, 1404, 5, 6 

on reserve funds. Defer to Interior on Fishing Vessel? 

:.. 
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15. Yrite the "'Respond" program into the bill in detni.l. 

16. Eliminate immediate subsidy to old PUSL's. 

• _.,,,. 

I 
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DEC 12 IS:~.1 

Ve h;?ve et.&rt.cd to ·ree(lhe in<::uidaa o.~ the D~pal.' ttimi'lt • 3 position on 
the Dills introduced by Hagnu:lon, Gttl1ml,t7.• .et al. 
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uic in the Friday press conference••!t wa-s not u~ed: 

Senators ?-kguugoa und n~~tlett ~nd Co~grc~sinen Cara.itz end 
lJO'Jn!n~ on Novet'!lba~ 9 annov.need their &~rdt~nt ru~rf.ae pt'Ogt·.om 
\mt.ch Wt'Uld p;:-ovfd~ mini~t!~ con~tr.uct:ion for 30 to 40 ships 
a yea.r e.t a eost of $30-J -million. T.her~ vlll lfkely b~ s 
qu.ettion ~s to (;:) is the F-:a~i<:~~-t .!l\.~f~po~ting thi-5 pro2;t'~1.u, 
(b) whon. if at .all. ts the Pro~Ment aoins to iubm!t bh 0H1 

•rcb.a:ot t:1adne p1•031:~? Pcrlu~pn tha ~st an~w\,u "10uld be fo. 
the Pr{td<lent to c~qn·c~:? the ho1>e: th.et .onco the bt.u.lgctaty i'l:.td 
d1sr: ,t~x ~ui:?s.tlo.n befon? the Conzr~n~ ~re ·t:es:olvoo t!ren :,,t that 
time th.ere. e:hould • be on opportunity to mova forua·rd \11th tbc 
type of ~ proar,,m -which 11111 tncct the tot'11 needa of the nierchant 
mrino industry. 

For your purpo$es l think. the follc-..,tng ~tate~nt would k ai,proprbt~: 

DATE 

RTG, SYMBOL 

INITIALS/SIG, 

DATE 

RTG. SYMBOL 

INITIALS/SIG. 

DATE 

RTG, SYMBOL 

INITIALS/SIG. 

< L 

The Secret.iiry of Tr·nnspo-r:to.t1on hs.i been working vith the DATE 

mad.time in<lu$try--botit ~a.nag(!ment ~ad lalior--in i:tte.~ting 
to rt)acb a mutually accept~ble b.1~i.$ for an i~,~~~Hat.e n1aritima RTG. sYMaoL 

pr~ar«l.n. WhUa o·ur current ~hippi!l'§ need~ .Jt'o bdng tiet: ~nd 
th-e Arxrd .. ca-n ruercb~nt m.i ... rf.ae ia $,n:ving u~ well tn. Viet N~et, 1N1T1ALs/s1G. 

the rapidly chenziog situat.ton•-:n~~it~ e~ocon:t.cs. conts1ne1•i• 
uti.on, -,utcm.:: tion--muk-3 a ae11 pro:;rstll t.h;.sentiu 1. Pt·~ssnt DATE 

pd.ortti-e.:, h.:-.lfvc prevented fundtn3 nt an 3dequatc l~v.d. Oneo 
the budietc,ry :md to:1; $ltuation is t·esolv;.,:d,. we c~n ag31n go ttTo. sYMaoL 

ahaed vitll th.a t!oveloptlcnt of :.«n appropriate ,PtOtt'jj,.-. Tlta 
·cutr~nt bills, vbteh inc~rp-orate lruir:y p¢i.nt3 upon 1.hkh tht! 1NsT1ALs/s1G. 

Cotigreu end the, Ad;nlohtr-ation are in agri:~!aent• will ,erve 
a., an <'~i:ce.lbnt foua&atl.ons. DATE 

.: .- .. , : ·· . '13_ .:_, ·~ -~ ,., 

• Piul L. Sitto~ 
Approved ____ _ 
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New Approaches to Maritime Policy 

D~puty Under Secretary 

Secretary .... 

At staff meeting Friday, December 15, I made references to a new approac 
· to maritime policy. The major points covered were:. 

•• Realistically we cannot anticipate any substantial increase in 
appropriated funds during the 196 ~ fiscal year in support o! an 
expanded maritime program. 

-- The needs of the U.S. -flag operators for new ships remains 
critical a11d this problem mu.st eventually be faced. 

•- The p:rospecte for succes s!ul no-n- subsidized operation by Matson 
and Sea Land in tl1e North Atlantic and North Pacific raise questions 
as to whether present subsidy approaches for CDS and ODS are 
proper, particularly if they are made to operators competing with 
non-subsidized U. S.-!lag lines. ~ 

. _ -- An FMC decision on the Sapphire case has revived the progran~ 
·:·: _,,· .. ·~ • ·.-•• alternative !or getting new ships through combined use of Title ;KI 

mortgages and long-term DOD shipping contracts. 

•. 

·•• Shipbuilding costs in U.S. yards as indicated by the recc·nr· Lykes 
bids reflect their full capacity and continuing disintereat in commerc 
fJhipbuilding requirements of U.S. operators. • 

.... The dynamics of shipping economics -- as represented by the ghift 
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-------------DATE 

t}RTO. SYMBOL 
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------------DATE 

RTG.SYMBOL 
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DATE 

RTO. SYMBOL 

~NITIALS/SIG. 

---DATE 

RTO. SYMBOL 

-INITIALs7s1G. 

-------------DATE 
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-----DATE 

s to containerization and integrated transportation concepts necessitate 
eubstantial flexibility on the part of U.S. operators i! they are to su r vi'1e9;MBOL 

• 
Bartlett an,d Garmatz wlll be under heavy pressure to push their proposed 
maritin1e program early in the next session. This Congressional program 
be the subject of considerable controversy by many parties.. The subsidiz e 
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ope.rators will oppose the exp~rhnental subsidy as providing to Government 
a hunting license to do them in. The non- subsidized operators will press 
for the same liberal reserve fund benefits now available to the subsidized 
operators and higher Government cargo rates. The labor unions will press 
for increased cargo preference above the present 50 perce11t and establishment 
of quotas on basic com.n-iodities. Certain operators have already begun to 
·refer to the experimental subsidy as a watering down of Government restrictions 
thus raising danger of a return to the mail scandal situation of the early 1930' s~ 

Another condition which does not augur well for a peaceful year is the potential 
maritime labor strife th~t may grow fron1 the Hall/Gleason/Curran controversy. , 

What this all adds up to is the need for a careful rethinking of our approach to 
the Federal maritime promotional program and an exploration of ; alternatives 
in the light of changing condition a. 

A number of specific studies should be initiated immediately to prepare for 
developp~ents in the next session of Congress. These include. (l) a joint 
revie~by Treasury/DOT /Comm.erce on the capital reserve fund issue; 
(2) an evaluation in collaboration with DOD and Comrr1erce of the Sapphire 
approach for obtaining h'eW ships under U.S. flag (Title XI mortgages, plus 
long-term DOD contracts); and (3) an updating of the n1aterial which we used 
last fall.· • • 

Reconunendation 

Far greater DOT personnel resources need to be devoted to this effottif the 
analytical quality of this work is to be satisfactory. I don't think we can 
continue to rely only upon the three-n1an team of Boyd/Sitton/Dye. Cecil's 
organization has the Department• s primary resources for this work and the 
Coast Guard possibly can play a more meaningful role. Participation by Agger's 
staff would also be beneficial. 

Attached for your signature le a memorandum to Cecil asking that he assume 
this responsibility. You may \vish to discuss this orally with Don Agger who 
has indicated a strong interest in the maritime policy area and wh~ legitimately 
has an interest in ocean shipping, 

Pau. Ir. Sit tc:1 

Paul L. Sitton 

AttncJ,. ::nent 

PLSitton·kam 12/20/67 cc: Mr. Sitton, Mr. Mackey, Executive Secretariat-] 
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J,l\N 8 "i968 

MEMORANDUM FOR - ~ .. 

M~ Cecil Mackey 
Assistant Sec1·etary for Policy Development 

SUBJECT Maritime Affairs 

• As you know, principal responsibility for maritime policy formulation 
in the Department has previously been assigned to the Deputy Un.der 
s~cretary working with Ira Dye on your staff. During the coming 
session, further sustained legislative activity can be anticipated to 
move ~he Bai-tlett/Garmatz legislative proposafs .lorwai·d. ,Vhile 
elements of that proposed measure would not be inconsistent with 
the Department• s approach to maritir.ne promotional, programs,. 
there are many issues that remain unanswered. Changing economic 
conditions of the industry co1nbined with the tight budgetary limits 
Qn subsidy, further complicate our efforts to provide prograrn alterna-

. tives in support of the U, S. merchant marine. Increasing pre_ssures 
will be placed upon the Administration to come forward with a prograr.o 
to replace obsolete vevsels with new vessels that can con-ipete under 
new shipping concepts which are rapidly integrating ocean shipping 
with other transportation modes. 

1-believe that we should institutionalize responsibility for maritime 
policy in the Department' e organization structure. To this end, you 
should assume major responsibility for rnarit.imc program fo1·m.ulation 
and provide the staff support needed to respond to dernands placed upon 
the Dep~rtment during the next session of Congress. 

As needed, the Deputy Under Sec-retary will continue to work with you 
to provide the necessary continuity. You also should work closely with 
the .c-"\.sststant Secrotary ior Interliational Affairs and Special Projects 

-:--to the extent that his assigned responsibilities require coordination wit! 
this effort. 

PLSitton:kam 12/20/ 67 
cc: 11.r. Sitton 

Executive Secretariat-3 

Alan S Boyd 
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DEPARTMENT OF TRANSPORTATION 
OFFICE OF THE SECRETARY 

UNITED STATES GOVERNMENT •• 

f/1-emorandum 
DATE: January 22, 1968 

SUBJECT: Maritime Program 
In· reply 
refer to: 

FROM Deputy Under Secretary 

ro Secretary 

• 

Attached is a copy of a memorandum I sent Matt Nimetz on Saturday 
transmitting a marked-up copy of the Maritime Message. You will 
note that I specifically emphasized the fact that you had not seen 
or approved my memorandum. 

I suggested that you would want to talk to Califano about some of 
th~ issues. We covered most of these Saturday morning: 

in the:.light of 

$260,000,000 

~-The ~.iming of the Maritime Message vis-a-vis the Cities 
Message, i.e., the MarAd reorganization plan and the 
~ransferring of urban mass transit reorganization plan 
being_played off against each other in the Congress. 

--Contact with Secretary Trowbridge to review Commerce 
(MarAd) participation in refining legislative package. 

--Extent of touching base with labor and management. 

--Extent of consultation with other executive agencies and 
Congress. 

We are going ahead with the following: 

--Updating unit ship cost estimates. 

--Sam Aldock developing proposals for alternate subsidy 
system • 



• 

• 

• 

--Detailed review of legislative proposal in light of 
developments since September. 

--Briefing DOD and Labor. (I will make no other contacts 
until you get clearance from the White House.) 

Pau 

2 
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• 
Subject• Maritime Message, 

Attached 1a a aarked-u;, copy of. the maritmetaes$~e retlect!ng sor::ie_ ehana;e• 
we think eboutd be ma&l, pt-1.nctpally brought abou.t b7 the putage ot tlae 
el~ce last ran. 

Tb•re. at'e several bsnu on the •ar1tbto program and aeesaze tb·at thould 
be discussed between Al an B-:,yd and Ju• Cal.ifano at ari e.atly tl~e. 

-- t.eve1 ot ~pro!)r.lat!.on -- sen. &gnu.son'• BU 1 prop0oscs a level 
of »oo m1li1oniicoipai-ed to QUt" earlier ti&ure of $260 rallliou. 
Due to coat uc41atfon at.nee. ll\$t Fall• ,._,, can probably 011ly 
get a mix of alx>ut 2S ships fol" the $300 million. the S-160 aill ion 
would buy eocethlng 4ilroutd 20. We will need •bout tw w.ek,$ 
to re fine these e.stbatea and to run out. S<>!le b.etter coat 
ftguru; 1n th& ~ntie:.e, the $300 crl.llion f4-rute ahould go 
1n the :ae.atase and no mention of anii!>ert ot ships. We Mve '" 
$0 revla&4 the mas~ge. 

Also related to this ii• prop~sed change to the uusage to 
direct DJT and,.1IbD to&> a study of the. bpact on the .ahtp. 

-· bu11dint indusi;iy ot the lctge futu.re li-nvy building program 
plua our program in tert21 of prke lncreas-et, etc. 

-- Labor Problaa -- On pAge 2S c! the orizinal mes.14~e. • tMn­
tlo~. that-wagee ln the lnduatry h~ve risen 20 percent in tvo 
reara. At the present tirott, th.i& figure is 33 percent, rather 
tb.an 20 per~nt. 'thetc is a. furt.h~r la.oor lo ue t A Jurts-
4ict1ona 1 disptte b~twen Paul Uall'a union and Jene Calhoun•• 
M£OA over a new rating ot .. apprcntlce en;in.eertt haa tf.ed up 
Delta Steamship L{nu tot' aOGe we~s and ffllJ.1' woll foree the~ 
out or the ahtpping business 1l it 1a p,,~10.nged. Th• baue ts. 
tn view o! theae recent ctnngea, ehoutd t.ha President saake a 
•trongar 1 •ore public lntere$t-orl~llted atate."!!ent on mar1tkte 
labor aah8&em4mt problemt? Thia matter vUl ne~d peraonal dia­
c\11\tlol\ betveea Joe Califano, 31.ta Reynolds and Alan Joyd • 

• 



• 
. ·. .. , 

. ,1 • 

-- J.ddltt~nal Su-~stantive tt«-:is 1n the Progrm -~ There w111 be 
some relatively minor subiiantive item., reflected in tho 
le~isletion ~nd mentioned in the. mes34ite. FiNt, Defenoe 
wuld lite sor.ie QO·re cmph:is1a placed on tlleir "RBSPCHmn . 
progrem, which insure.a shlppinz: availabili t:, for Defcn,e. 

2 

needt.. Second, both we and Defense would Ukc to put sonic 
e..--iphaais on tb~ use of long-tcm Defense charters plus. Title XI. 
insurance to assist with the fleet ext)ansion promotional progrip. 
Third, we plan to remove the differentiation between non-

. •ublidizc.d liner sh!pa and trMtpa in th~ operating au?>stdy 
area. 

What further contact• h8V$ to be ude with industry and tabor prtor to 
,endln& u;, the package? In our vi.aw, these ehould be t1lnffli.%ed. 

Vo have not discu$sed the eeasage wtth any ot the other affected Depart­
ments or with the Dureau of the Bu4get •. 

This lileaorandua ha..$ not been uen Ot" APl)t'OWd by the Secretary, ahd he 
vUl be in touch with Califano, probably on MorvJay. 

•· 
Ira Dye./bhm 1/20/68 

cc, 
Hr. J)ye 
ffJ:'~Sitton 

• vS-10 
Subj File 

Mr. Matthew Nimetz 
Staff Assistant to the President 

• Tl\e Whit~ 1:ot:.3e 
tlashington, D.C • 

• 

Paul L. S!ttct1 
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UNITED -STATES GOVERNMENT 11/ · DEPARTMENT OF TRANSPORTATION 

• fll1-emorandum 
/ OFFICE OF THE SECRETARY 

SUBJECT: Telephone Conversation with Charles Zwick 
(B~B), Thursday,· January 25, 1968 

In reply 
refer to: 

FROM Deputy Under Secretary 

To Memorandum for the File 

• 

At the request of the Secretary, I called Mr. Zwick to confirm the fact 
that BOB had signed off on CDS at the $300 million annual level as 
proposed in the maritime message. When I broached the subject, Mr. Zwick's 
reaction was that he believed he had signed off ·at the higher level. 
When I indicated "I thought you had," Mr. Zwick replied "Yes." Our 
ensuing discussion established that the funds would first be included 
in the FY 70 budget and that it would be "suicidal to go in for less" 
(?1r. Zwick's language). He reserved the right "to nickel and dime you" 
as the programs come forward . 
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. January 2.9, 1 <)68 

ME?v10??ANDUN1 FOB 
.... __.........__...__.. Jillt 

SUBJECT:·. 

Honorable Joseph A. Califa .. .no. Jr. 
Spcci~l Aaeif~nt_to the· Presi<lo:r1.t 

Use of Reorganization Plan for ·r1~ansferrli1g Maritirno 
Fu.n.ctions to Department of Ti-a11sportation 

--CO~CU!H!EPICES -------
RTO, 6YM30L 

INITIALS/SIG:-

------------DATE 

RTO. SYMBOL 

INITIALs/s1G-:--

-DATE 

RTO, SYMBOL 

'.°iNrr1ALsTsiG:-

... \~fu-------The plan would (a) transfer m.arithnc 1n~on".l.ot:.ion~l functions .to .,the ,S.o·cr-.c+­
(b) croat·~ wH.:iln DOT ~ E 1:~de:ral 1-.~f~l'itlrne l'>. ::~m.inistratic.:m. 1-V-J~ded by an 
Adminfot:rator a·t Level Ill ~.nd ~6 l-:bputy at .Level V; (c) establish a Civil 
Maritirn.e Board within DOT c:onshting o.f th,~ 1:-1 edaral l~a:rithne .Admh,.h-l 
as Chairman a.nd two othet· ~~ppointive n·"-~mb.~rs; and {d} include p1•ovbio 

RTG, SY ABOL 

t l'.'Utc,r 

l 
JmTIALs/s1G. 

on confli t of in·'•erefit ?.lid int:..drn a.ppo htm.ento. 
DATE 

The reorge.r:dzation plt'.n approach it:; prcfor,~·~d to t1lo ~-ltel'rA tive of legie LR '}-&'vMBOL 

for ~he following reasons: 
INITIALS/SIG~ 

• i-

DATE 

Ti'\ 
- ,. RTG, SYMBOL 

,._ The p1·incipo.l reascm is te).ctical. Ovor l 00 Congressmeii have intr 
duced hill a to ct!t'ate an indepe:tldont marithne ageney ~ They are 
strongly committed to the lv!ai-it:ir.ne T:cadee Departn1ent of AFL-C 
on thia approat.!h thus rr~dng it questionable th~t le:gislation. in a 
:form. acccptabl~ to the Admiufatration to tr,•.r1sfor the maritime 
program. to DOT could b~ piu~'beJ through in this sesdon even \vith 

-INITIALS/SIG. 

stronr leade1•t1hip euppo:rt. DATE 
---·-

The reorganizatioll plan is ptPferred since it pxovides the .A.dr::dnin 
a _s1uid Er.q .9E.2 h'1 ita <lc~lings with the Ccngre5a (i.e. t no h·ansfer 
DOT_-:---no r.o.aritime program.). If legiolatbn were su'bmitted it is 
lU·el y that the A dmi!'.iat:ration' !; bill would ba ~m.e11 ,.cd t,ither to (a) 
se-riously dilute the Sec1•eta1·y' s ccmt:ro1 over programs; or (b) esta 

, RT(, SYMBOL 
->l'rai1on 

an independent agency. 

. .., A reorganization plan permits the A1ministration to select the or 
zatior principles it deelrco to follow ~nd to maintain control over 

~ qNITIALS/SIG, 

.. - ...... _ J 

DAT£ 

- lish : 

RTG, SYMBOL 

r.t .:, ',iNkl>.Ls/s1G . 

1he 
-DATE 

-

~-·-
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.. -internal sti·ucture of the n1~u;itime agency. :Lcgislatiqn would 
u11d0Lbted.ly .be ame:nded through pressure~ of special interest. 

.. <>· groups - - incl~<ling,. pos sib.ly, greater indepenclei,.ce for a Maritin:,e 
• Subsidy Board than i~ d~dred by the .A.dn1inist~ation.- -· : 

,• ·~... . •• : • ~.I\,." • 

Through a. reorganization p1a~. the Adrni~istration' can control .the •• ~ 
nurnbe1· and love ls of Pre~idential_ appoi~tme~ts. and establish 

,,.·. :, 

. their subordination to the Secretary of Tran·sportation for ,poHcy 
•. :_:-· -\.-··:. guidanc~· -"". an essential.ingredient which -~_ .. ould:_be ·imperiled along 

. . the legislative route_. . .. : .• _ .• , - . >\,-·. • ---_f\~:· .. -·, . ,_ ,: _·. • -\::·:··_,,.,-:· --<.·. :. \:~--
•• ". ·.• 

=·-~;;' ... ::· ' .• _·.;_ The 66 .. da/tim~ period·-~eq~ire·d t:o secure approval of a'Reorganization ' 
• .Plan· pr.ovide$ critical leverage'!or the Adminhtrat_ion since it would ' • 

. =: , __ .. ·permit subseq~~cnt rc-eva~uation on 1ric11~ith1:e program ie~els and ~cop0 • 

. :·.-.· : • .• if the Congress· faile<l to go a.lopg ·with the reprga1iizatio11 pi·opozal. 
• \ ~ '•\, •• • • • • • •• ' •,, • •~- • • • • • • • ~ • • > r • • • ; !; ,! • •;, o ,• t 

. : ~-: ~ ·.. .. .. 

•. :t :· · · • _ The Department 'f:?clieves tha.t a prograrn· of the size ·and scope recon~mentle<l ... 
• ':<"·'· \- . -~ .-by the President ohould net go forward without tight and continued "/dn-litl strz.tion 
•• 

0 

._· ...... • ••• :·-··_· •• cuntr.ol and an a·s HUl~ance bat an expanded n1ariti~1e progran'l will be integrated . 
••• ·,_ .. • _. with all other trc.nBportatlon promotional programs under a ·national transpor- • 

_.· •• .. ta~on policy adirli.~iste~e~ ~y DO'.L .. , ... · _ • _ : ••• : : .:: •. · • :·: : 
"" . .. ., . ". . . ~ . . . '. \ . . 

. i ,_ . 
... ,.. .,. 

PLSitt~n:kam.-1 /29 / 68 • 
cc: 

• •.11 

. . 
, ... · .,. .. 

• 

Mr, Sitton 
• Mr. Mackey / Dye 
M_r. Robson 
Mr. Dean 

<, • 

~ .• . -. . . ) ~ ~.. . ... 

........... · 

• .... 
• Paul L. Sitton . __ . 

• . •. • ! ·• ... 
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Proposes to 

: ...... 
( • 

President's Maritime Message 
(January 25~ 1968 Draft) 

....... 

Sunnnary • of ·Program 

~~Transfer (by a reor~anization plan) Maritime Administiation 
:to riot. 

. .. 

. --Increas-e annual cons true t ion differ.entia i subs i.dy °from $ 110 million 
- to $300 million (5 year program)~ 

.;..Expand scope (t9· in~lude_ l>ulk _ves·sel_s) arid. ._impr6v~· ·sy_!?.teri1 of 
oper~ting differential subsidy by using a _continuing ~ueho~ity 

_for experimental contracts. ' . •. · 

· ,- .;.-Improve. capability to meet shipping needs in a na.tfonal emergency 
($30 ~illion pilot .projeci) .. 

-~-Expand maritime transportation research to $25 million· per year 
(5 -year program)" .• Not only to cov~r shi.p. con~truction and oper_a­
tion but also port developm_ent and facilitation of -inte·rmodal 
systems . 

. .:.-Broaden.. nuclear· vessel develo.pmen_t program. 

- --Establish Commission to explore capability·_ ~nd _ compe_titive 
position of the. private shipbuilding industry. - -

In order to 

-·-Develop the maritime indu.strie~' app~tfre. a~~f.,c.ap~ci.tyfor ·ccn~-p~ti-· -·-·- • 
• tion and attr~c·t • pr•ivate investment·. • ·.-. • •• 

--Restore confidence of manag~~eni ·and la~oi in fu~u;~ of maritime 
industries. . __ 

- .. ·- ·- •.· 

-•• ~-Provide more economic and" efficient movement of .. our foreign 
commerce .. 

. --Strengthen capability to respond to national (eme~gency) r~q~ire­
inents. 

--Maintain high and stable ~mpl~~ent •• ie~els·. 



;. 
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• 

•· 

Will also 

~-Rationalize administration of Cargo Preference Act. 

_--Integrate ocean transportation -into national transportation 
system. 

--Introduce flexi?ility into CDS system 

--direct payments to_ -sh:i.pyards. 
_ ·--competition· among shipyards for· cos· funds. 

--subsidy rates by cla~s 9f vessel for fixed peribd~; 
--standardized vessels. 

·.- • --~::Encourage use of Title XI moFtgages by _use of long-term DOD 
.-_ . charter commitment. (Thi$ is_ now out of program.) 

··--Study place of Construction Re·serv·e.F.unds. in today's .economy.·· 

--~possible extensions to other -operations . 
. --direct subsidy alternatives. 

- .. Assess ._future economic pros pee ts ,:--for passenger lines. 

--Seek ways to improve U. S.-flag· vessel service to Great Lakes. 

--prge Fast Deployment Logistic Ship Program be reconsidered. 

--Continue N.S. SAVANNAa-in its role in overall nuclear ship development 
program. 

: ·~--Study (hy Secret~ries of·_nefe~s~ ·_a~d Transportatio➔ ~ ~hort:-term • 
•• capability of private ·shipyards to abso~b-~ntrease~ construct~on 

-wi~hout price escalation and _still meet reasbnable delivery 
schedules. 

-~Urge labor and managem~nt to stabiiiz~ wag~ picture in_merchant 
marine, i.e., ''Me -Too" problem. • 

.. ·. 



Funds 

SUMMARY OF MARITIME LEGISLATION 

COVERED BY PRESIDENTIAL MESSAGE 

FEBRUARY 15, 1968 

Also see attachment 

·-- $300 million annually for ship construction subsidy FY 70~74 (includes 
I ·defense features and buying in used ships). ! 

.. j 
·1 I 

·-~ $25 million annually for research and development FY 70-74 

$30 million FY 1970 only for reserve fleet·modernization 

Total FY 1970 impact should not exceed $20 miilion in expenditures· 

.Construction Subsidy Features 
·I•, 

.·~- Separate rates for different types of vessels rather than ea6h ve$sel 
·. I, 

,·•,.; ::_~·: Subsidy rates (reflecting difference of average u. s ~. and fore'ign costs) '::·, 
. fixed for specific periods 

Encourage·shipyards to seek out buyers for standardized designs leading 
to.multiple ship production runs 

Subsidy awards to shipyards would be based upon "ship productivity per 
dollar" basis 

Current procedures for CDS applications by operator retained 

Operating Subsidy Features 

Present subsidized operators continue their current contracts 

Authority for "experimental subsidy" system (alternatives cire under 
development; others may be developed) which would pay dif.ference betwe·en 
operating costs and operating revenues by classes of operators 

--·Provides greater flexibility for management decisions and provides 
incentives for reducing operating costs 

Operating· subsidy extended to bulk and tra~p operators but. ~ould only 
apply to new ships 

I • 
. I , 
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PresentlY; subsidized operators which government determines should 
have renewed ODS contracts may elect "new" or "old" subsid_y system 

Nuclear Ship Program 

Research in nuclear propulsion 

Contemplate 2-4 high speed ships 

Amount of money open: estimate $100 M for ship construction 

National Defense Reserve Fleet Improvement 

. i 

One year pilot program; build a few austere ships and/or convert AP~S's 

Implicit (but not mentioned) is better management of reserve.fleet 

Shipyard Studies 

Three-year "Commission on American Shipbuilding" to study need for 
Federal assistance to preserve national capability for shipbuilding and 
repair ..... competitive position 

Six members _named by Secretary of Transportation 

A separate joint DOD/DOT short range study . 
of impact of government programs· on ship prices_and delivery schedules 
is planned -- not included in legislation 

Maritime Administration 

Transfer to DOT 

Presidential Message makes transfer integral element of package 
just short of "or else" 

Restructure organization of MarAd and subsidy board 

Centralize administration of cargo preference 

Expanded Research 

Ship operations ... port facilities ... ship design ... ship construction 
methods ... maritime-intermodal systeras 

'. • I • 

z.· 
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: .. 

FY 

-·. .. 

-1970 .. 

. . -

1971. 
I· 

.. 

1972 

- . ·-.. 

1973 
. .. . . .... .. 

··1974 

Total 
. 5 yrs. 

. 1.t·,.~:·. .. 

Roug~ Estimates ot M~rifi~e Progr~~ test~ 

· Shipyar_d 
Subsidy. 

$300 

300' 

300 

,., > -l,,I 

.300 

300 

: ($ Mill ion) 

_Operating 
Subsidy 

$200 

210 

220 
-~ -- ..... 

240 
.. ... . . 

260 
--

$1,130M 

Cargo 
Pref. 

•. $80 

70 

60 
i· •• 

·-- . ·. 
- \ ,.. · .. 

Researct1 Totals 

$25 ... ·- .. ··-$60.5 .. 
. _: ., . -~ .. - -·· ... •· .... -... ·--- - . 

605 

25 •• - • . • 605 
-· -···. -· 

• -· 40... . 25 605. 

. .• 40 .25 625 

• - $290M 

'. _,· 

.. ·• ... -
Note: Nuclear Package will probably cost about $100 M for ship 

construction, in· addition to the above. -. . r, _ 

-·· ._ .. · .... 

. ... . . --

·-·. -·. 
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UNITED STATES GOVERNMENT 

~emorandum 

DEPARTMENT OF TRANSPORTATION 
-

OFFICE OF THE SECRETARY 

SUBJECT: 

FROM 

TO 

• 

Assistant Secretary for Policy Development 

• .,,Paul Sitton, Deputy Under Secretary 

-DATE: February 29, 1968 

In reply 
refer to: 

John Sweeney, Assistant Secretary for Public Affairs 

I talked with Charlie Zwick yesterday following our meeting on 
maritime problems. I told Charlie that it was our opinion that the 
Administration should not respond to the request for comments on 
tJ:i.e Magnuson/Garmatz bills nor send witnesses to the hearings 
until there had been some final resolution of the Administration's 
plans for a maritime message. It seemed particularly important 
that we get some kind of a commitment from the Bureau of the 
Budget in the light of Garmatz 's announced intention to continue the 
Maritime Administration's authorization hearings and get into the 
is~ues involved in the pending legislation. 

Charlie agreed wholeheartedly that it would be a mistake for any 
part of the Administration, DOT, or Mar Ad to send views t·o the 
Hill or offer a witness. It was his opinion that it would be no more 
•difficult to explain not commenting or testifying than it had been to 
explain a number of other events which have been associated with 
our efforts to get an Administration position sent to the Hill. 

He asked me to call Fred Simpich and confirm this arrangement 
with him. I have a call to Fred and will confirm this. 

M.~ey 

cc: Secretary Boyd 
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OFFICE OF THE SECRETARY OF TRANSPORTATION 

WASHINGTON, O.C. 20590 

ASSISTANT SECRETARY 

March 4, 1968 

. . . . . 

• MEMORANDUM F9R_THE SE.CRETARY: 

·suBJECT: Maritime 

ltalked· with Joe Klausner this morning and Joe said_that Ray Murdock _ 
· _and one or two others were on the Hill this morning doing some _ground· 

• • . . . I . I . 
work for possible legislative action. ·Joe hopes to know by lat~r today 
what _a possible schedule for introducing a bill will be. He apparently 
had_ some ~econd thoughts after his commitment to send us a copy of 
his draft bill last Thursday and he held on to it over the weekend. He 
said that he would send a copy over -later today. I don't know to what 
extent his willingness to turn loose of the draft is related to his finding 
out what happens on the Hill this morn~ng. I will keep you posted on 
this as soon as I hear from Joe. 

I checked with Carl Davis for any information concerning the scheduling 
of the House Committee. Carl says that his be.st judgment based on 
unofficial sources is that it will be possibly a week or a· week and a 
half before the Com1nittee is ready to go with Mar Ad on tl~e Garmatz 
bill. There are a number of things which appear to be necessary . . . 

before the Committee turns to those hearings. The authorization 
hearings themselves are apparently not scheduled to end until Wednesday. 
The Committee then needs to n1eet in. executive session on the Coast 
Guard authorization bill. There is some talk of asking MarAD to 
testify further on their own authorization bill in t~e light of son-ie 
industry comments. Carl feels that the ·committee is not likeiy to 

- start hearings on Friday and, furthermore, there is a Panama Canal 
• bill which he believes will take up some of the Comi-r:iittee' s time· the 
first of next week. All of these things lead hirn to estimate the week 
to ten days. He·has been working·on possible testin1ony in the event 
that someone does have to ·go up which would generally support those 
parts of the bill which are consistent with the progra1n as the Adminis­
tration has been considering it, specifically excluning extension of the 
capital reserve fund .. 



•• 

,. .. 
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Carl has had some conversations with Ray _Murdock which bear on 
the kind of legislation that is being considered. M~r_9-<?,c_~_cl;ppa~ently _ 

~--told -Carl .that._the .. hill. in ___ i_t_s p_r~ __ s_e_n~ ... f.9.till~.~-~-~LAJ?iJLfgJ~,!E.~---~-:g~_~J~~~z-~ ... <i .. 
·_ ope~~to.:r;,~.,.:~.Jl~.-EJ;.9?.1~.!n-,_ ... ¥-'!r..~-qfk .. ~,ai_cJ,, ... Y'!..~~,Jp._~_!Jt~.t~~-As>J.,.?_~y_E:·.~any,,_~· 

priority written into law for an allocation of CDS t~-~h..e. ... non.-subsidized 
""'-••-...-~,_.. ..... o,·<1.-#•J•~- .. ,..----•l,.,.,, . ..,.~, ..... ,. '",J••,.--•••- _ _ .. , • .,,:•• ,.,.,,..,~•••••••.,• ,,~,# ,r 

$?.P-~.rator.s. Carl did nof indicate ·any" further specifics_ and Murdock 
has apparently been unwilling to offer Carl a copy of the legislation 
they are working on. Murdock apparently did not specifically tell 
Carl that the legislation would seek ·establishment of an independent 
agency but Carl has the impression it is a part of the pacJ.cage . 

cc:. 
Mr. Sitton 
Mr.- Dye 

. M. Cecil Ma_ckey 
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OFFICE OF THE SECRETARY OF TRANSPORTA,:ION 

. WASHINGTON, D.C. 20590 

ASSISTANT SECRETARY 

March. 5, 1968 

MEMORANDUM FOR THE SECRETARY: 

SUBJECT: Maritime 

I • 

Joe Klausner called shortly before 9:30 this morning to say that 
work on the Hill \Vas co.ntinuing. Hall's staff is -working \Vith tlie ,, .. ·--··· ••••••• ~ 

Committee.Members and Committee staff to try to settle some 
·det~ils. In Klausner's view, the principal question at issue now 
is whether or not the legislation they have developed will l?e intro~ 
duced in the form of amendments to the Garmatz-Magnuson bills 
or whether it will be introduced as an entirely separate bill with a 
new number. Joe said that he does not know at this point which 1· ·J 

course he prefers. I have no strong feelings one way or the other I 
either and see no particular reason for choosing one over the other. 1 

Whatever course is best in the light of the strategy the Chairman 
chooses to follow would seem reasonable. The most important 
thing, of course, is for Hall to be committed to something whether 
it is a new bill or a series of amendments . 

. It was Joe's understanding that there would be a meeting with -~,,. ·~ • 
Garmatz immediately after this mornings hearings. 

i ' 
Klausner also said that he expects to hear some rathe,r loud howls 
from CASL when they see the legislation which is bei.qg proposed. 
He didn't go into any details on this but it is clear fro:r· what he 
.said earlier that the propo~d priorities for CDS in favor of the non­
subsidized operators would alone be enough to raise howls. There 
will undo.ubtedly be other things CASL will find objectic~>nable also. 

Iri what I would assume to have been an effort to strengthen our 
confidence in the process which Joe has identified as now being 
at work, he said that he is also getting feedback from the House 
Committee staff as well as from Hall's staff. This indicates to him 
that there is more solid reason for assuming that something will be 
worked out. 

I 
I 

:· . r 

i'. 

'· 
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Ira and I continue to have at least a substantial measure of cynicism 
and would not be at all surprised_ to find that Hall had been using 
this effort either as a diversion or to try to accomplish some 
objective whfch he might ultimately find unachievable through this 
means. • That would then indicate the possibility of abandonment of 
this project by Hall, leaving the ·Administration essentially where 
it was thr~e weeks ago, with the ·same set of hard decisions and the 
same high level of ,uncertainty. 

cc: 
Mr. Sitton 

•· Mr. Dye "''. ·,'. 

. ;:. ·. 

• r·• 
'.. j 

• • ~. Cecil Mackey . 

•••-..I: 

.: . • .. : ...... \ 
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JOSEPH CURRAN, .CHAIRL'it-'\N 
AFL....CIO MARITIME COMr:1ITTEE 
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WASHi NGTON, DC 

WITH REGARD TO-YOUR TELEGRAM OF MARCH 4, I APPRECIATE YOUR 

• INVITATION BUT WILL BE·UNABLE TO ATTEND THE MEETING. 

ND TITLE OF O~IG!NATOR (Type) 

n So Boyd 
ecretary of Transportaiion 

.. ALAN S. BOYD 
SECRETARY 
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ALAN BOYD, TRANSPORTATION DEPT 

./i ' 

... '\) 6 \ 

. r . -­__ :-.; ... 

f~j 
A~. 

800 INDEPENDENCE AVE SOUTHWEST ~ASHDC 

WE HAVE RECENTLY FORMED IN THE CrlARITIME INDUSTRY A_ WORK~t-JG /Jr-,..;, 

COMMITTEE WHICH CONSISTS OF AN OVERWHELMING PERCENTAGE OF MARr:·--:r,E 

LABOR AND MANAGEMENT REPRESENTATIVES. OUR OBJECTIVE IS TO VORK 

JOINTLY ON A UNIFIED APPROACH FOR A 1968 ACTION PROGRA~ FOR 

THE U. S. MERCHANT MARINE. IN DEVELOPING SUCH A PROGRAM WE ' 

(,,j'") 

N. 

\IJILL EMPHASIZE OUR. SUPPORT FOR THE MAGNUSON-GAHMATZ BILLS .. -,s-~2S50 

AND H.R~ 13940) WITH APPROPR,IATE AMENDMENTS. • 

THE AFL-CIO MAAifIME COMMITTEE INVITES YOU TO A WORK. 

• · • •. \SESSION COMPOSED OF BOTH LABOR AND MANAGEMENT REPRESEWi'AT I VE:S 

• ROOM 5110 ~EW, SENATE OFFICE s~ILDING lsr AND CONSTnuTio:.;. 

nV£rNUES. NORTHEAST WASHINGTON •• DC BEG I N~JING AT 230?M 

• THURSD_AY MARCH 7, 1968. WE SHOULD THEN SE ,AE.fl;,31-(. ;O 

' • 

------------------------

• ANI)_SUBSEQUENTLY ANNOUNCE OUR LABOR MANAGEMENT· PROGRAM 

AGREED TO IN NE~ YORK. ?Lt!/)j'~ · 

'-E-A-SE ADVISE'WHETHER OR NOT ·you CAN 

ATTEND 

CURRAN CHAIRMAN AFL-CIO ~ARITH~E COMMITTEE 100 I'.';.::.~N.:.\ 

NORTHWEST WASHINGTON DC PHONE AREA CODE 202-347-59SO 

-1968 S.2650 H.R.13940 5110 l 230?,1 7 ·1963 100 202-3-~7-5'.:'·~: .. 
--~~ 
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March 18, 1968 

• Dey..ity Uncler -S0c;rotary 

Secreto.ry 

1'hc attached cllpplni fron1 the Mt1rch 14. Journal of Comr4.'l(}:fCC 

illustrates the expansive view the M:arine Sciences Councll b takfog 
of its role (largt1ly, I bcUeve, at P;d ·wenk'a- urging). Yott wlll 
recognize that the Council's intrusion into tho Maritime policy 

· arena at this critical tune could be dhrapttve. 

I recon-in-i~nd that you bring home to Ed w·enk the s~11$1tlve at:ite 
0£ a!!a.h· e in the ~-fo.rltitna policy arena and euggcct that the Cot.men's 
actlvltlcs in re$ped to marine resources and cnsineering development 
eeetn to you to tlresent fertile lielde of oppo1•tunit.y for· the immediate 
tuture. He should know th~t the Departments or 'l'ranaporta.tio.n and 
Conm'lercc ( ..... 1a.t Ad} are actlvl) in thl& ~r~na and have a pretty good. 
perspective on the conten~ang forces whkh tho Cou·ncil might lack. 
The. purpose of this meeting is to brief Wenk on the status of the 

·program. 
sig.n~d. 

Paul L. Siit\ln 

Attachment 

PBURSLEY:nla:3 /l 8 /68 

cc; Mr. Sitton 
Executive Secretariat - J 
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• Assistant Secretary for Polley Development 
J 

I 

Secretary of Transportation 

. ' 

April 17, 1968 

I talked with Matt Nimetz this afternoon and . .filled him in In detail 
on the meeting with Secretary Smith. He said that he would talk 
with Joe Califano about the program and the strategy later today. 
He said that he thought you should talk with Cl\.li!ano personally 
before Joe makes a decision. as to when to try to reach the President 
~nd how to put the ls sue before him. 

l suggest that you call Cali~ano first thing tomorrow morning. 

I also talked with Wilf Rommel ,:tnd Walt Boehner ln BOB. Charlie 
Zwlck is out ol tov.111 ln Florida and will not be back until Monday 
but apparently can be reached by phone 1£ it becomes necessary. 
Both Wilf and Walt seem to find the substance of the decisions you 
and Mr. Smith ha.d reached quite acceptable and they also agreed 
with the strategy. 

· The one issue that I discussed wlth both Nimetz and the Bureau staf£ 
was tbe possibility that the House committee might react to an 
announcement of a pending Administration proposal by delaying the 
bearings and not going ahead to get the other witnesses on the record 
with their positions. Such a decision would obviously defeat at least 
a part of the strategy that you and Mr. Smith agreed on. On the 
other hand. the Congress has grown somewhat accustomed to state­
ments that the AdminlstraUon wot1ld send forward a maritime program 
only to find no action taken. In the light of this history the committee 
might \\"ell decide that the more prudent course would be to proceed 
aa scheduled and not depend/8¥ wait for the .Administration .. 

In my judgment we can get together a program proposal and probably 
work out an interdepartmental agreement ra.ther quickly once a 
de els ion is made to allow Mr. Smlth to cor:nmlt the Administration . 
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Prior to that time I think it would be a mistake to get the other 
Departments involved ln the discussions. I! the plan as developed 
this morning holds, there will be little difficulty in working out 
positions for the other Departments to take in their :reports or ln 
testimony i£ they plan to go to the Hill. In any event, lt would 
probably be all right for Treasury to testl£y ln detail on its attitudes 
toward extension of the capital reserve fund. 

MCMackey:pk 
4/17 /68 
cc: L.8&retariat-3 

Mr. Mackey-Z 
Mr. Sitton 
Mr. _Sweeney 
Mr. Dye 

M. Cecil Mackey 
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