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SELECTED MARITIME POLICY PAPERS
PART 1

MARITIME POLICY DEVELOPMENT IN DOT

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

Memorandum of January 25, 1967, suglerentirg January 20
memo randuam

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

Memorandum (undated) talking paper for a meeting with
Congressman Garmatz

Memorandum of February 10, 1967, conversation with
Congressman 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 with CASL
Memorandum (undated) analysis of key program features
Memorandum of March 28, 1967, Paul Hall counter proposal

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

Memorandum (undated) summary and status of Maritime Program
negotiations
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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
Maritime policy options

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 of April 24, 1967, to Mr., Califano re: status
of Maritimae Program

Memorandum of April 24, 1967, to Mr. Califano tranemitting
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



Memorandum of (early May 1967) outline for discussions with
Paul Hall

Memorandum of (early May 1967) reactions of Paul Hall in
[oregoing 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

Memorandum of June 19, 1967, re: proposed Maritime Pension
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 'impli:atinnu of
discussions with Congressional leaders




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 September 22, 1967, outline of DOT Program
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

Memorandum of October 5, 1967, draft proposal for Presidential
message on impact of expenditures restrictions on new Maritime
Prngram {nnt 'l.'lBHdJ

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

Memorandum of November 13, 1967, comparing Congressionally
proposed Maritime programs and DOT proposal

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

Memorandum of December 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, 19&3 re: t:hingaa in Maritime Program
since fall of 67

Memorandum of January 25, 1968, re: BOB commitment on CDS
funding level




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
Memorandum 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, augge-ntn scope
of discussions with Executive Director;, Marine Science Council

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

Memorandum of April 18, 1968, outlines 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 Force proposals

Memorandum of May 1, 1968, summarizes discussions with Commerce

re: Discussions on Maritime Program

Memorandum of May 1, 1968, for the President, joint proposals
of Commerce and Transportation re: Maritime Program

Memorandum of May 2, 1968, to the Secretary, background for
White House meeting




@

b

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

Letter of June 11, 1968, to Garmatz re: rolk 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




Q 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

Opportunity: There is an opportunity (and a need) for some maritime ~
policy action to be taken by DOT. This view is based on the considerations
given below,

Current Activities by Maritime labor & Industry:

The Paul Hall wing of maritime labor, with support from the AFL-CIO
Executive Council and most of the maritime industry is making a drive to
push two major items through Congress:

1. An independent Maritime Administration.

2. Legislative authorization of MarAd funds by the Fouse Merchant
Warine and Fisheries Committee,

Currently underway are a program of public and private meetings
. eponsored by the AFL-CIO Maritime Trades Department (Mall's group, Curran
is not a member), with speeches by industry and pnlitinal figures,

Sirnificance:

A number of factors give this campaign more significance than
* past efforta:

1. While past unien efforts have been principally oriented for
maximun publie relations effects, this one eppears to be aimed at (and
organized for) a serious, substantive result.

2. Rep. Cerald Ford's remarks at the first session of the program,
the "legislative outlook eonference” that the Republicans weuld "support
measures which would revive the merchant marine,” gives the maritime poliey
problem a high-level partisan twist that it hasn't had before.

3. Thelr efforts seem to be gathering support from previously
uninterested congressmen (Rep. Celler for example).
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4. NMr. Lester Velie's Peaders Dipest article (Dec. "66) has
generated a more intense public interest, nation-wide, than we have seen
since IMTF/HAC days. (We bave had about 20 Congressicaal and White House
referrals on it). There is pgoing to be a follow-on article in Jan. or Feb.

Administration Problem on Maritime Actions:

All this comes at a time when due to:
1. Formation of DOT without MarAd, and
2. Secretary Connor'e departure.

There is an inability to act by the parts of the administration

1

vhich would normally be most directly concerned. Eest available information

il
is that the people hghind the union drive are very aware of this power vacuum,

i

Fear Future Conseguences!

The iomediate use to which they intend to put all the political support
and public awareness Euingiggnnfataﬂ iz to influence the upcening Maritime

&

hearings by the Magnusson and Garmatz Cormittees. Now, lock atttwo con-
trasting possible outcomes:

1. If the hearinegs don't generate much public interest and broad
congressional support for the wmien/industry viewpoint, then the President
can (without fenfare) send over a reorganization order to place MarAd in
DOT which would then risk only a very small possibility of Congressional re-

jection. This wvould move MarAd into DOT without placing any encumbering commit-
ment on the adminiatrdiion with regard to maritire policy or program size.

. This, of course, is the consummation devoutly to be wished.

2. 1If, however, the hearings do generagte broad congressional end
publie support for the union/industry wiews, both the "independent agency”
and "legislative authorization" measures could be passed. They would be very
difficult to veto: Maritime programs tend to come wrapped in 2d, vhite and
blue, are inexpensive related to other national preograms, and under the
probable publie relations conditions at the time, would cause considerable
eriticism 4if wvetoed.

Action Opportunity:
The foregoing points up the need for:

1. DOT (with White Eouse staff blessing) to take the initiative
on maritima poliey and prozram in a quiet way, but as soon a3 possible.
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2. DOT to develop a strategy to prevent the hearings from
generating strong pressures for "independent sgency” or "legislative
oversight,” so that a reorganization order can be smoothly woved at
an early date.



°

- JsleR?”

W ¥
o . T

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 fairly well defined and in the program level acceptable

to BOB and Commerce as arrived at. The major unresolved issue is
whether program should be under a restricted policy -- BOB thinks so

Gommerceland Labor do not.

Present round of negotiations should be scrapped but basi:'prngram

level salvaged. The next round -- final round -- send program from
- the President to Congress will be in a specisl message would be

between DOT and BOB.

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 away. DOT should be permitted

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

that bats basic material for message can be drafted and program

justification prepared.

Secretary of Transportation would be principal spokesman since Commerce

DOD
is met in a state of disorganization and/would not be khe appropriate

for civil programs.

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 eemstruetien subsidy above this all shipping
operators domestic and international can build Bhips in foreign yards

with all U.8. privileges beginning Cthisyear.
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2. The non-subsidized liner fleet of roughly B0 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
aperator?) When the first of the existing subsidy contracts expire
decision would bemade at that time whether the to offer them incentive
contract or some othe form of subsidy based on experience &m not
excluding the present parity system.
3. Bulk carriers would be constructed partly under the :anstruutlnﬁ
gubsidy and partly foreign construction and given a direct incentive
subsidy the cargo 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 whea what Great Lakes people would settle for.
Port development, research funds, p breaking loose nucleus ship proposal.
&. Bigger moreproductive containerships
FHY PROGRAM WOULD SELL
1. Many operators are frustrated with limitation placed on # ship exa
expansion program by build American policy andl ready to break away.
2. There is a possibility that Paul Hall and his group would break away
g from the massive opposition that we are presently faced with.
I3. The danger of long term and unwise program commitment by unrestraining
Congressional action makes it imperative that we do something now. Shert

term addition costs justify long term program gains to the Government

. and the economy.
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Purpose: The purpose of this memorsndum is to provide you with
suggestions on presenting your approzch to a mrritime progrom during
discussions wilth Congressional people and the industry.

Key Points to CGek Acrozs:

== The real problem is lack of 2 program. The Administrotion is
concerned £nd wonts to do something about it. We are interested
in keeping lobor force at highest realistic level and with assur-
ing future stability in the industry == both stability of employment
and stobility of service to shippers.

== Qur program would put fleet rencwsl and exponsion decisions squorely
up to the industry. We will work with industry in finding copital
{public or privote) to permit all operators to reploce old ships
and to expind their fleets -- once the log Jmm on forelgn construc-
i tion is broken. We will fight to get operating ailds as needed for

. this expanding fleet.

== We want to get Government swoy from internal affeirs of the industry,
out of their manogement decision making and away from influence on
their labor-minagement baorgaining process.

== If we con get progrom agreement we can also get Government R&D support
~ for innovations that will sdd industry moderaizotion end opply
American technology to areas where it will improve competitive position.

Tactics in Selling Program:

.=« Proposed program has new solutions for problems: Reilterate that
Tzsk Force Report is in the scrip hesp. 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 propossl as a program that you would like to get
agreement on, but you nced Congressional and industry support in
the hard job of selling it to the rest of the Government =nd to
the tougher segments of industcy and labox. i

== Bmphosize that DOT proposals are not set in concrete, but you feel
thet it is a good basls and that the finsl detalls can be worked
out if you can get agreement with them, If this is achieved you
are willing to go to the President and sell the puckage to him.

== You also con and will work strongly on getting some consensus from
McHamare on peacetime use of FDL.

== You think that the proposed program is s good beginning. It gﬁtn
Government and industry seross the threshhold sand lets DOT act to
get things moving.

=«"0Once present program gets underway and we get a little experience
on how it works cond whot it costs we can provide for further
expsnsion and for sdjustment of program features. The important
thing {5 to get somethineg started end you think with their gsunport
you c:sn sell the DOT program to the President.

Status of Prosram ViseA~Vis Buresu of the Budget:

There will have to be some further selling ot BOB on the following itemst

== Providing operating #id to as mony ships as the industry can find
capital to build ot world prices.

- Rﬂvitnlizﬂtiﬂn of NDAF (This will have strong DOD support, however).

== Expansion of the construction prcgruu in U,8., yards by about §20
million per year.

== Sending the Magnuson report to Congress.

gos >

Paul L. Sitton

PLSitton/IDye:kam 2/8/67
cc: Mr. SittonJSg’

Capt. Dye 7

Mr. Mackey FOR OFFICIAL USE ONLY
Mr. Sweeney
Executive Secretariat=3
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TALEING PAPER FOR MEETING WITH
CHAIRMAN GARMATZ

KTY POINTS OF DOT_PROGRAM

= Fleet Renewal snd Fxpansion

In order to glve ship cperators 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 ehips as they wanted
at vorld market prices, for renmewal first, then expansion both
under the expanded U.8. shipyard program given below, and in yerds
overseas. Ships built abroad would require DOT approval of the
general desipn end would be registered under N.5. flapg with

full privileces. DOT would fight to insura that operating sid
would be avallable for a practicelly unlinmited number of ships
(liners or bulk carriers) =-- all that the industry could find
capital and cargo for,

This put;fleet renewal and expansion-- and emplovment levels —
squarely up to the industry without any government restraints -
on ship purchases at competitive world prices.

= Lareer Prosrsm in Mmerican Shipyards

" The program In U.S. shipyerds would be increased to the largest
level since the Mariner program. Subsidized new construction
program would be expended immediately by 2-3 ships per year
{about 520 willion). A major cenveraion and upgrading program
would be started for NWDRF revitalization (20 AP-5 conversions
per year over 5 years; sbout $60 million per year plus substantisl
reconditioning work on returning Victorles.

~ Inoubsidized Liner Operators broupht wmder subsidy

The present unsubsidized liner operators would be given operating
ald on experimental basis using a nevw eystem for a 3-5 year period.
If the system works, we would adjust it and expand it to others as
contracts cone up for remewal., If not, try sosething else or return
to present system, The ¥xperlmental system would be worked out with
operatora over next fowv months and presented to ¥ & F Cormitteeo

- along with the rest of our packaga.

cm?in_m ITIAL

DECLASSIFIED
E.O. 13526, Sec. 34
By_w__mm. mucw



- Hew Bulkers would get Oporating Ald

i

CONFIDERTIAL 3.

Few bulk carrlers, built with subsidy in U.8. or without subsidy

in foreign yardes could have operating sid which would enable them

to compete for commercianl cargeoa. Since they would receive operating
subsildy, they wonld be required te compete for governrment cargoes at world
rates. They would have a "first refusal” on these carpoes 4in each

cnse 1f within 5% of the low (world rate) bid, _

Carpgo Preference

Ve would mot eliminate carge preference but would try to reduce its
coste., The umsubsidired older ships wouvld be handled under "Fair
and Réasonable” rates gs at preseat.

4

Nucloar Shipa

DOT 4= prepared to press strongly at the Vhite Nousze for a Nuclear

Bhip Program as part of the total package. If we have Industry/Congress
egreement on a total program, the nvelear progrem will be ensier to
gell at the White Housa.

Research snd DNevelopment

Inerenned RSD would be funded, aimed ot facllitating interchange
of eargo between modes (the port interfaee) end increasing ship
system productivity. Program to be recormended by MarAd's new
advisory committee.

ITEMS TO PMPHASIZE

= Qur program would put fleet renewal and expansion decisions gquarely

up to the industry. We will work with industry in finding capital
(publie or private) to permit all operators to replace old ships

and to expand their fleets -- onca the log jam en foreisn construction
ia broken. KH: should alao renesber that it 18 Yavy Prosrama that
really support the shipyards.) We will fight to get operating aids

as needed for this expanding fleet.

- We want to get Coveroment sway frem intermal affairs of the Industry,

out’: of their managoment decision-making and sway from influence on
thalr labor-manapenent barcailning process.

= This progem should hold job eopprotunities uwp Sio a high level -

probadly 40,000 or more (compared to ebout 47,000 today and 29,000
if present poliey continved). Amount of industry investwent for
expansion would determine the lerel.

CONPLYDITTIAL
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= This progrem should keep ua well ghead of the Pessiana Iln tonnage
and quality. (Of course, mot necessarily in number they build
lote of small ships where most of ours will be big).

- Huﬂ.ng MarAd into DOT is part of the package.

= The program moves ahead on nuclear power and new research,

= ¥DRF revitalization will meen substantial U.S, shipyard sctivity and
will provide a "surge capability" of better quality for 10-15

years, andi foture "Viet Nam-type crises can be handled with less
disruption of comaercial servicesz.

= Tha propram wvould aleso stert revitalizatlion of the dooestic flect
by making their capital costs competitive with land modes,

ITEMS THAT SROULD BE LOW-EEYED

"= Appropriations Cversight by MM & F Committee /

Avoid telking about the Appropriations oversight issue: It is

one of the chairnan's prime Intereste, as well as being primarily

an internal issue for the Congress. Turther, we have notliing eolid
we ¢mn say against it that would not imply eriticlisn of the Committes.

= Passencer Ships

Thesa will be dealt with on & case-by-case bopsis, but even tha

evmers don't want to replace them. Fowever, if someone wanted

to build a "Sea-Conch” system (large ohip with dormitory accomodations
and cafeterias) needing little or no operating aid, this progrmm
would let them do (13

PROCRAM WILL, NFED SOME LFCISLATIVE CHANCES

Congressional cooperation is essential and legislative changes will be needed
for: :

- rnreiﬁg;ir. Fmstn&:ttuﬂ for U.S. registry with full U.S. fleg privileges,

~ Experimental Operating subsidy system.

" - Operating Subsidy for Bulk Carriers,

- "First refussl at World Rates” eoncept for govermment cargoss on
subsidized bulk carriers. '

- Authority to hold eonverted ships In YWORF at governcent ﬁpt!ﬂn for
Defanse wae, without ship exchange,

cm:mig:;@_
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ROUCH ESTTMATE OF PROCRAM OUTPUT

' Annual
Iten Cost Effect
Unlimited Cperating $40 to S100M 100 to 250 additional new
Add to liners and bulkers ghips: 4000 to 10,000 new
. job opportunities.
.lil'urld Rate carpgo Saving ‘nf Cargo opportunities for
preference up to S75M up to 50-60 bulk carriers
NDRF Reviteliration : 460M for 5 yra. U.S. shipyard work; Defense

830 for 2 yrs. surge capacity.

F¥uclear Progran $50M for 2 yre. 2-4 modern, productive
nuclear ships,

&=
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MEMCRANDUM OF CCHRVERSATION WITH: Chairman Carmatz and
Jack Drewry, Chiaf Counsel of House Merchant Marine and
Fisheries Committee

r

I outlined & proposed maritime program to these two gentlamen
edvising them that if the idea appeared to have merit to them
I was prepared to fight for 1t within the Administration and had
reascnable hopes for success although I was suro there would be
gsome opposition. I advised them that I had not discussed this
with anyona, fezling that the Merchant Marine and Figherles
Commitiea should have the leadarship in this matter in the Congress
and that there was no point in pursulng the program if it did not
meeat with thelr approval in principle, They asked several questicns
including spacifically the trade area vs trade route concept.
. Jeck Crewry is attachad to the trade routa concept but feels thera
-18 room for conslderable flexibility. They both indicated that U. 8.
ghipbullders could do a battar job if construction conlracts were
awarded in flights of 5 or 6 ahips. The most imporiant point In their

. judgment was that shipyards ba able to plan ahead on a firm program

basis.

The Incentive subsldy idea on oan experimental basis met with their
ganeral approval. Dreawry deoes not feal shipyard objsctions to
foreign construction ars Inswurmountable. The Idea of caryo preferanca
on bulk cargo for new ships baing related to within 5% cf tha low bld
met with approval so long as CLS 1s paid.,

_Chairman Carmatz wantad to know if he could have an outline of the
points I mada and I promisad to make one availabls to him., He weculd
like to tost cut the idea with soma shipyard pecple not on the basis
of a suggested program but on the issue of "what would you bo satistied
with in toerme of deollars annually for conatruction or modification work 7"
He fecls @ S-ysar program is Important fer planning purposes and for
gtability in the Industry.
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A discussicn of the politics of tho sitvation ensued,. Thoero was
general agreamant that Paul Hall 1s a vital factor and should be
contacted firat. I promised to keep Mr. Carmats advised of the -
indications I recoive from contactz. I told him thot if indications
wera favorable I would be prepared to urge on the President approval
of the program and to seek legislation by mid summer including, if
necessary, supplamantal appropriations. Both Carmatz and Irewry
feel the package is merltorious end should b2 pursusd. Carmatz
talked to the Prasldent last night,February 8, and attempted to get
agreamont for a meating with maritimo intereste. The President
teld him to geo me,. He was disappointed but not upset at tha
President’s reaction,

%

ASBoyd:sm

cc: Mr, Sitten “
- Mr. Mackey
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TALKING PAPER FOR

MEETINGE WITH SHIPEUILDERS

——

GENERAL BACKGROUND

= The ghipbuilding industry will not have much interest in the
foatures of the pgoram other than in its impact on them. It
is almost certain that, in spite of the increased program in
V.5. yards, they will strongly oppose the toal package because
of the forelgn construction concept, which they assert will be

very demaging to their industry.

The facts are that government

maritime programs plus private merchant marine expenditures are
a small part (about 10-13%) of total shipyard industry income.
The bulk of the government money going to the private ship yards

is from the Wawvy:

their fnput is about 52.0 billion per year,

thus our program increase will not greatly inecrease the industry's
overall income. TFurther, at the present time, the yards are busy
and full of work (mostly Wavy work), and are less hungry for additional

contracts.

KEY POINTS OF DOT PROGEAM

= Larger Program in U.S. Shipyards, mew construction and conversion

The subsidized new construction program would be increased to about

18 ships per year in FY 1969.

However, you should point ocut that
the number of ships, taken by itself, is misleading:

These would

be larpge 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 sbout $25-535 million

sbove the average of recent years, and $65 million over the $85

million of the low years.

It is only %10 million over the $140

willion in the ftkfxmiitdswckaxthm '68 Budget, however,

A level program in this 7150 million per year range would be

maintained in V.5. Yards.

Here is a brief picture of recent Maritime appropriations for ship

conatructin subsidy:

Fiscal Year: 1964 1965

Appropriation (NOA:) 96 111
($Mi1liom) 1/

Ships (contract awards) 15 14

1966 1967 1968 1969
: {our program)
115 103 140 150
17 13 13 18
DECLASSIFIED

. E.O. 13526, Sec. 34 -
gy KD NaRA, Dare 4 [1UUAS
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. There would also be a major conversion and repair program for NDRF
revitalization covering about a five-year perioed, commencing in FY
1969. The conversion program would jumboize 20 Victory (AP-5) troop
transports per year at about 53 miliion each, converting them to
standard cargo ships with heavy 1ift (70 ton) cargo handling gear.

The reparl program would perform upgrading work on about 150 of the

Victory cargo ships now operating under GAA at the time they are returned to tl
the reserve fleet (estimated tole im 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 te about 5210
million or more for five years and roughly 7150 million thereafter.

A nuclear program could be in addithn to the above or could be
substituted for part of the 18 ships paclkage.

= "Flect Renewal and Fxpansion

In order to give ship operators the option to replace and expand
their fleets at a faster rate than available Federal funds will
Y 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.5. 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.
DOT wuld fight to insure that operating aid would be avallable for a
practically unlimited number of ships (liners or bulk carriers) --
all that the industry could find capital and carpo for.

Unsubsidized Liner Operators Brought Under Subsidy

The present unsubsidized liner operators would be glven operating
aid on experimental basis using a new system for a 3-5 year period.

1y’

The apparent varlsnce between the ship numbers and emounts 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.
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CONFIDERTIAL 3.

Few Bulers would get Operating Aid

Hew bulk carriers (built with subsidy in U.5. or without subsidy

in foeign pewrm yards) could have operating afd which would enable
then to compete for commercial cargoes. Since they wmal would recelve
operating subsidy, they would be required to compete for government
ecargoes at world rates, They would have a "firast refusal” on these
cargoes in each ease If within 5% of the low (world rate) bid.

Cargo Preference

We would not eliminate wargo preference but would try to reduce its
costs. The unsubsidized older ships would be handled under "Fair
and Remepa Reasonable" rates as at present.

Hueclear Ships

DOT is prepared to press strongly for a Wuclear Ship Porgram as part
of the total package. If we have industry/Congress concurrence om

a £k total program, the nuclear program will be easier to sell within
the falt Administration.

Research and Development

Inecreased R & D wu® would be funded, aimed at facilitating interchange
of cargo between modes (the port interface) and increasing ship
eystem productivity.

TO FMPHASIZE

Our program would give the U.5. shipyvard Industry the largest sustained
snnual income from govermnmont Maritime sources that it has had since
World War II. It would provide a continuous level of comstruciton

of about 18 ships. Tumbers of ships to be erwxEEntxx constructed is
misleading as operators are plamning te bulld #ag larger, more expensive
ghips than in the past.

We want to get Government away from internal affairs of the industyr,
out of the detailed ship design process, out of xht their management
decision-making and eway from influence on thelr labor-managment
bargalning process.

This program should hold job opportunities up to a high lewvel -- roughly
13,000 production jobs in shipyards, on a level basis (700 man-years

per shipd, and probably 40,000 or more sea-golng job epportunities,
(compared to about 47,000 today and 29,000 is present policy

continued).
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This program should keep us well ahead of the Russians in tonnge
and quality. (0f course, not necessarily in number they build
lots of small ships where most of our will be gt big).

Hoving MarAd into DOT is part of the package.

The program moves ahead on nuclear power and new research.

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

years, and future "Viet-lNam-type erises can be handled with less
disruption of commercial services.

S
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MEMORANDUM OF CONVERSATION WITH Mr. Lane Kirkland, Fxec.
Assistant to George Meany, AFL/CIO

Euhjacft: Maritime Program

Tuesday, February 14, I spent an hour with Lane discussing the
proposed Marltime program. He was quite enthuslastic and expressed
the view that the package contained all the elements for success,
although he could not express a judgment on quantifies inscfar as

U. 8. construction i{s concerned. He advised me, confidentially,
that Paul Hall has Indicated to him he has no objection in principle
to the Maritime Administration becoming a part of the Department of
Transportation.

Kirkland feels the key to this matter is providing ® means for Hall to
disengage himself from the shipbuilding unions, In this connection,
Kirkland believas it will be important to get at least the asslstance

- or acquiascence of some of the shipbullders, He is convinced the

shipbulldera can have a strong Influence over thelr own unions.

Kirkland was to call Paul Hall, on a confidential basis, to try out the
program 1 had outlined to Hall through Kirkland., He also agreed to
ask Hall not to create any ruckus in tarms of resclution, publicity,

etc. about the lack of a Maritime program at the Federal level.

* {szdy Alea 8. Boyd
Alan §. Boyd *

Aﬂhyﬂ:sm:zﬁ(fﬁ?
cc: Blgnaf,.
Exe;.. Secre.

‘cc: Mr. Sitton /

Txmaes - W
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February 28, 1967
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MEORANDUM OF COIIVERSATION WITH IANE KIRKIAND e
EBUBJECT: Maritime Frogram

I spent the evening with Iane Kirklend in Misrd Beach. We
discussed primoxily Mayditime matters. Iene gave me a very
thorough rundowm on the cwrrent investigotion of Poul Enll

in comnection with difficultles on the CGreat lakes over a
peried of years involving primarily Howe Denks, who has been
one of Paul Hall's chief lieutenants. Iane shares Faul Hall's
Teeling that Paul is being persecuted in comnection with the
bombing of & ship belonging to the Upper Iekes Shipping Compnay.
Faul believes this ia related to a declre on the part of the
Canadien govermnent to clirdnste Scaferer Union ectivity in
Cmada vhich was orlginally headed by Banka. He believes the
U, B, Govermment is taking far more intercst in the labor
gctivities pertalning to this situation than would normally
be the case because of the request of the Canadian government
for active cooperation.

Mr. Kirkland stated that he had talked to Mr. Hall subsequent
to my discussion with Hall shout & Maritime yprogram. Hall's
response was en enlgmtic smlle. He i1s not going to take eny
position eccording to Kirklend, until he has en epportunity to
ses cone actual fipures which he can then corpare with the
recormendations of the lMoritime Advisory Comnittee end the
Interagency Task Force Report. Kirklend's gucss 1s that

Faul will fecl the muber of ships to be constructed is too
small, Furthermore, Kirklsnd feels there is no set of eircum-
stances wherchy we cen hope to cbtaln elther the neutrality or
support of the shirbullding unions, He feels that this puts
Hall in a difficult position since the shirbuilding uwnions have
supported him end his effort to obtain an independent Marditiwe

BZENTY + '
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Kiridand adviscd me that Joe Cwran, JMJ had submitted to the
AI‘I{GI{‘} Executive Councll a resolution which would call for
the construction of some 25 cargo lincrs, 25 bulk carriers,

and 10 passenzor ships per year in U, 8, shipyards., Kirkland
is hopeful he can have the resolution tebled without eny action
baing taken on it, but doos not know et this stage of the game
what will hoppen. He has 1ittle respect for Joe Curran's
integrity end does not belleve that his word caon be counted
Uupon. :

Kirkland advisca that the epproach he took of last year attempting
to get agrecnent among the uwiions to perdt cne ship to be cons
gtructed obrocd for each two in the United States had gotten
abaolutely novhere. We egreed that even were this to be accom-
plished it would not polve the matter of strengthening the U, B.
Merchant Marine sufficlently, because we ¢ould not expect to
obtain more thon spproxdimately 20 ships per yeoar under U. 8. con-
struction suboldy. This would meon only a total of 30 new ships,
which in my judgment is not sufficient.

Kirkland feels that it is imperative for the Administretion to
go Torvard with a progrom which it thinks is reascnshle. He
believes that & progressive progrom will cougse & split within
labor between the Marditine unions end the ghipbulilding uniona
and that it will further alleviaete what rdght become a partisan
political issue next year.

.{-——--—--5. s 48 E::ﬂ
Bl-s== 77
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MEMORANDUM OF COIVIRSATION WITH JOE CURRAN
SUBJECT: Maritime progrem

I spent &n hour and a half with Joe Curron on Saturdey morning,
February 25 et Mlaml Beach. In the cowrse of our conversation,

. I outlined to hinm the Merchant Marine proposal which I have
outlined to others. He advised me that several years ago the
Marine Engineers Unicn MERBA hod pone on record favoring fereipn
construction although he does not kmow thelr present poliey.

He wes very critical of Paul Hall and his efforts to obtain en
infependent Maritime Admindstration stoting that independence
would be deat#in this case, becouse such sn Administration would
have no volee in the poliecles of governmsont. He says that there
is a great deal of re~thinldng golng on among the Maritime Unions
relative to thedr position on forelpn construction. He has no
qualms vhatsoever ebout forelpn construction. He alad believes
the Maritime Administration should be a part of the Department
of Transportation.

1 asked him for hin views on the proposal I had outlined. He
conmented that it was a very geod basis and that while he rdght
quarrel with the muzber of ships to be constructed, he felt
this was a worthwhile program. He also believes that we should
make some port of a start and build from there. In his words,
it is possible to bulld o one story house this year and put a
eccond story on next year, but if no effort is made to bulld the
first story there can be no second story. He indicated that if
ve were &ble to get a program through the Congress at 15 ships
e year U, 8. constructed, he might very well be back before the
Congress next year urglng & larger nurber of ships but he would
not want that to deter support for the original nunber of ships.
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Ha also indicated comcern ebout protecting the cosstal operators
Irom forelrn construction: I told him we would make pome pro-
tective srranpouenta that would not permdt the exdsting cperators
to be floolded with forslpn budlt corpetition. He yoised the
quention ebout the futwre of the mclear ship BAVAIZIAH., It is
hio fecling that the SAVAIRIAH would moke a very fine fish factory
end thet the United Stabtes ghould definditely get into that port
of business. He stated theb he hea contracted with the Noral
tachitectural firm of Cibba end Cox to devise plons for cone-
verting the SAVAIIIAL into a fleating fish factory.

He urged that I talk to Calhoun, Fresident of MEBA and Sheldon,
President of the laster lbtes end Pilots Undon. They secem %o
be working together with MU on & mmber of 1tems end Curran
thinks they would probebly be receptive to the proposals which
I have cutlined. He also sugrested thebt I talk to Fussell
Berp; President of the Shipbuilders Uniom, although he docs not
feel there is any hope of getiding the shipbullders to egree to
forele conatruction.

He 15 convinced that if the Administration goes forwird with
the progrem, there will be a split among the Unions end that
& nuher of morbers of Congress who vere not sble to support
the Adrdnistration lest year would be able 4o do so this year

"becauge of the split.

plinsd Alaz 5. Eopd

Alen 8, Boyd
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Commerce /AEC/DOD Report on Nuclear Merchant Fleet

As I mentioned in staff this mworning, Senstor Magnuson has requested

AEC, Muritime 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 end are anxious to get something
moving. They are against recommendations in report and have proposed as

gn alternative that it be rewritten as a3 R&D progrom but without a

nucleasr ship building program. Thelr proposed recommendations are attached.

The Bureau of the Budget would like your views before they clesr responses
to Senator Magnuson. It is my impression that they feel you may be
willing to move away from your previous position.

Your options sre to (a) stand firm on original position; (b) cave-in to
Bureau of the Budget; or (c) try to find 2 compromise.

A compromise could be s program of R&D plus agreement by the BOB to add
money in budget to continme operation of SAVANHAH, replace the present
reactor, and jumboize the ship to provide effective commercial use

(R:lph Casey mentioned this in recent meeting). This would probably cost
no less thon $18 to $25 million. However, it does represent substanti=l
- fallback from the proposed progrom of $225 million for the 2-4 large high
gpeed nuclear powered ships. -

My view 1s that we should support as bold a program as possible as part
of the package 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 S5T nctivity in avistion necessitates some parallel
activity in the merchint marine orea +nd combined with the other elements
of your program it provides the President with a politically saleable
merchant marine packege to sssucge industry, lsbor and Congress.

Executive
Secretariat



2

If you decide to hold firm it would be advisable to touch base with the
Joint Atomic Energy Cormittee (present Chairmin, Senator Pastore az well
as Chet Holifield -lso on the Committee) who, I understand, hsve opposed
this development program. You moy wish to enlist Senator Mognuson's
support in this effort rather than to do it directly yourself.

I understand Magnuson hiz been in touch with the White House on this
gubject clso.

.Foul L. Sitton
Paul L. Sitton

Attachment

PLSitton:kam 3/1/67
cc: Mr. Sitton
Executive Secretariat-3
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v+ RECGMMENDATIONS

e —— i ——

The Department of Commerce and the .G.tc}a:i-; Energy Commission should
;:raceed in an orderly feshion with a reseerch and development
Il}rugram locking to econcmically competitive mucleer-powered merchent
sihipa. However, such a program should be initiated on the besis of

and carried out in accordance with & plan and time schedule explicitly

: Just'ified. by technical and economic studies,

7 ’ - 1
If it eppears subsequent to initiation of a research and development

progran (of the sort described gbove) end prior to its completionm,
that legal, institutional and labor problems may stand in the way of

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

' Government should consider the feasibility of building a nuclear-

powered ship, using the best technology then aveilsble, to obtain

edditional operating experience to assist in resolving these problezs.

Since the economic pnt-ential of puclear power for merchant ships

_ deperds on an integrated approach to vessel and cargo cperations, the

Department of Commerce should underteke research on improved cargo

handling systems.

= =




OFFICE OF THE SECRETARY OF TRANSPORTATION
WASHINGTON, D.C. 20590

MAR 9 (987

MEMORANDUM OF MEETING WITH CASL PRESIDENTS AND ASSOCIATES

Secretary Boyd, accompanied by Paul Sitton, met with the Presidents of
the CASL lines and their assoclates, 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 attached,

The meeting begen 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 cutline
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, During 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 discussions 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

- -%ﬁ- 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.
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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. McHNeil 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 incresasing 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 ships could be constructed abroad. Secretary Boyd viewed

this program as one on which industry and not Gowvernment 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,

was general receptivity of broad concepts presented in DOT package

and CASL desire to follow program development as details are developed.

Attachments




Decisions Needed Before Program
. y Paper can be Written

s
urjr’rﬁfML Wil
Program lLevel A T e )
M e
Ships in . 5 Year 10 Year
U.5. Yards Fed. Costs Fed. Costs
ﬂptiaq 1 18 $2.4B $4.5B
Option 2 30 for 5 Years, $2.88 $5.1B
then 25
Option 3 25 . $2.6B $4.9D
Current Program 13/14 $2.0B $3.88

(Recommendation: Option 2)
Program Feature Alternatives:

1. Shipyard subsidy scheme:

Alternative a.: Expand present CDS systenm.

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

Alternative ¢.: System proposed by CASL: Set shipyard subsidy
rates for each majer ship type. TYard does desipgn work and sells
customer at competitive price (customer has option to bufld sbroad).
Bubsidy paid directly to Yard. Any operator can purchase the ships.

{Recormendation: The CASL proposal, Alternative c¢: It is simpler
than b, better than a. and has the stratepic sales advantage of
. being an industry proposal). :
2, Cargo Preference:
Alternative a.: Wew suhaidized bulkers get cargoes if within 5%
of low world market bid: old ships use "Falr and Reasonahle" rates
as at present. ]

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

/@ \
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(Recommendation: Alternative b. the industry people affected
are dead-set agaimst a. Alternative b. would accomplish roughly
the same end. The "5% over world rates" feature 13 not an
important enough part of the program to warrant risking serious

opposition in order to keep 1it)
¥uclear Ships:

Alternative a.: Magruson - proposal, 1.e., 2-4 new ships. Kecp
Savannah in operation for Interim training.

Alternative b,: Upgrade Savannah and have an AEC maritime reactor
progrem ashore.

Mternative e¢.: One new nuclear ship plus Savannah.
{Recommendation: Alternative a. this would make Sen. Magnuson

and the House Comnmittee happy, and would put the problem in the
lapa of the nuclear program's proponents in Congress),
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MARITIME PROGRAM

1. Construction-differential subsidy is to continue for presently
subsidized liner vessels at the current rate so as to enable that segment
to build 15 vessels per year. i

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 20 per year for the next five years,
and all are to be bulilt at U. 5. 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 a U. 5. dry-bulk fleet capacity sufficient to
carry 30X of this country's dry-bulk export/import commerce. This should
begin with a minimum construction program of 30 wessels per year for five
years. All vessels are to be built in U. 8. shipyards.

3. The design of the above-mentioned bulk cargo vessels must be as
standardized as possible to insure the lowest possible costs of ship com-
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 earriers under the cost-parity prineciple.

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 Administratiom.

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

10. 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
crulsing from the U. 5. to nearby crulse areas.
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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
ghips. (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 procedures should be revamped so as to
insure that applications are expeditiocusly 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
requirements. Such a policy with respect to tankers could result in

“ more tankers being constructed in U.S5. yards.



Outline of Points to Cover in White House

Meeting on Moritime Polilcy

Psul L. Sicton

Secretary Boyd

(L) As

on introduction repeat mandate for seeking a program with

general ascceptability to government, industry and labor; and
which can be sccomplished at lesst cost to the public.

{2) List people and organizations whom you contacted. This list

is

attached. You may slso indicate that in subsequent discussions

with individual members of AMA and the tramp owners assoclatlion
that 1 more reasonible attitude on their part might be forthcoming
slthough they have expressed strong opposition to program.

{3) Summurize the conclusions growing out of your discussions which are
that:

- -

Opposition to foreign construction is "um a2ct uf faith" of the
ship builders, shipyard unlons ond the Maritime Trades
Department. .

The complexities of the problem involved in opening the éabotﬂge
lows are so great that they should be approached very carefully.

A long-term evolutionary program Is more attractive to industry
than aon {mmediate radieal departure.

The political reaction to the proposed lay-up of the SAVANNAH
gives some messure of the attractiveness of the oucleuar develop-
ment progrsm in the maritime area.

Inddstry menagement has become more realistic over the past several
years ond accepts the inevitsbility of change.

The continuing opposition to the program by certainllubor groups
is closely tied to the internal politica of AFL-CIO.



. (4) Call attention to the fact that the program you have outlined is
not justified from the standpeint of economics or derived from a
carefully conceived position as to the velue of the U.S. merchant
marine to the Government ond the Natien, Its principal attroctive-
ness 1s more soclological snd political in nature; 1i.e., gusruntee
of maritime lubor employment levels on o relatively constont but
slightly declining level during the next ten yeasrs. If such a
program can achieve labor stability in the maritime industry, the
result could bewmtold benefits ln elimination of costly strikes
and an improved climate for reduced monning abosrd U.5. vessels.

(5) The progrom is timely in that the current obsolescence of our fleet
comes at a point when improwved technologicsl breakthroughs are near
gt hand: :

== gontainerization;

¥
L]

integration of total cargo movement)

foreign investment are heavy in conventionsl shipping thus
making it difficult for forelgn competition to adjust Lo new
technology.

provides one of the more chesper ways of increasing percentage of
U.8, foreign trade csrried by U.S5. flag vessels. This hos little
direct economle value but would reduce pressure for expanding in
cargo preference 1f combined use of cargo preference outbound and
commerclal cargo carriasge on other leg of journey can be realized.
Qur conversations with tremp operators indicete this is s distinct
possibility.

. {6) The emphasis on broadeaing U.5. Elag fleet to include bulk carriuge

{7) Submission of the program at this time will reduce substantially the
embarrzssment now faoclng the President, who slong with Presideat
Kennedy promised a new maritime progrzm. The Congress is especlally
unhasppy with the failure by the Administration te propose s progrom.
Congress would like to get off the hook snd isreoching the point
where it will tske matters into its own hands. The result would face
the President with the swkword dilemms of whether to veto a program
on which he wis not prepared to state Administration alternatives.

(8) There is s distinect possibility that maritime labor in ellisnce with
the Republicans could make this queation & political issue in the
next election. If the Maritime Trades Depurtment of the AFL-CIO,
which is engaged in this maneuver con swing enough weight in the larger

——



organization (=nother distinct possibility) this may be the result.
The Cubinet Committee should kanow of the sustained and continuing
efforts of Paul Hall to enlist politiesl support.

{9) While the program 1s expensive in zn absolute dollar smount (an
incresse of about $1.4 billion over n ten-year perfod), it brings
certain indirect benefits which if messured could be a significant
offsetting factor. Such items include reduction in:
=« gurgo preference rate differential;

«= gocial cost of domestic cabotage;

improved military sealift capability;

hope for longer=-term labor stability and crew size rotionalization;

reduced pressures for incressing cargo preference and quotss
on commercial imports;

== mitigate political opposition to FDL program.

projected level since cert:in sssumptions sre ineluded that progrsm
expansion i dependent wpon 2bllity of U.5. operators to get capital
for ship construction and to improve the shore of their csarriage of
U.S, flag cargoes. The Government program merely provides industry
with an opportunity to take advantige of Government aid.

. (10) There is s strong poszibility that program cost will not reach

¥

Paul L. Sitton
% Paul L. Sitton

Attachment

PLSitton:kam 3/30/67
ec: Mr. Sitten

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

Cangressional

Sen., Magnuson
Sen. Bartlett
Cong. Boggs

Cong. Garmatz

Labor

Paul Hall

~Joe Curran

Jesse Calhoon
Lloyd Sheldon
Lane Kirkland
Ray Murdock
Alvin Shapiro
Russell Bexg

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., MEBA
Pres., MMP

Executive Assistant to George Meany

81U - Andrew Furseth Foundation
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Pres., Bollermakers, Iron Shipbuillders,
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Pres., United Tankers Co., (ATSA)
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Edwin Hood
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Lake Carriers Assn.

American Trading and Production Co.
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Pres., Shipbuilders Council of America
American Fetroleum Institute
Presidents of CASL companies



arid)
Ve ""‘ﬂ Rl

4.1 JF.I' /
Summary and Present Status o5 l’#r
of the Maritime Program

Proposed by the Department of Transportation

The Problem: BExistin Marchant Marine and Shipbuilding Policies. Present

policies have resulted dn a jungle of direct and indirect subsidies
that are pald to ship operators and shipyards, costing the taxpayer
in excess of $400 million per year--mnd in spite of these the flect
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 programs)., U.S. ship prices have

gradually risen to 210% of foreign prices and difference must be sub-
sidized if ships are to be built, dus to protectionist policies requiring
U.5. construction, in order for ships to qualify for subsidy and domestic
service privileges. This policy, established in early 1800's to
encourage ship construction industry, is today irrelevant because

the U.S. has one of world's largest and busiest shipbuilding and

repair capabilities: over 353 billion of govermment woney went into
governnent and private shipyards and their warive equipment suppliess

in FY 1966-=52.7 billion from the Havy a3 contrasted to only about

$300 million for merchant ship construction (subsidy plus private
matching funds), The private ghipyard industry, with over $1.5

billion of Mavy business, does nmot stand or fall on marginal changes
made in the merchant ship construction program.

Alan Boyd's Proposed Maritime Progran, 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.
Merchant Marine that cacries foreign trade under similar systems.
Some new operators would immediately cowme under subsidy.

== Provide a separate and expanded subsidy program for shipyards
under which they could compete in the construction and sale 2is
! of merchant ships at world market prices, This would mean a
subsidy increase of about 35100 million per year over present
progran--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 excesslve 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 impossible to maintain under Euture
subsidized prograns.

— Expand Maritime RED support and add a nuclear power develop-
ment progranm. >



== Upgrade the reserve fleet by conversion in U.S. shipyards
of about 100 unneeded troop transports to cargo ships in
order to meet defense "surge requirements.”

== Move the Maritime Administration into the Department of
Transportation to allow proper balancing of all promotional
programs and consideration of transportation on an integrated
bﬂ.ﬂ’.ﬂt

Eatinagted results of Boyd's proposed program would include expansion
of the fleet from todays 14.5 M DWT to 21.6 M DWT in £irst ten years,
a reduction in the cost of subsidy per ton carried from $12 to %5,
ptabilized or expanding employment levels. Annual tofal subsidy would
run about %500 million.

Present Status. Alan Boyd has completed an extensive dialogus with
fndustry, labor and relevant congressional committecs aimed at gaining
acceptance of his proposed program. There has been a considerable
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.5. flag with full privileges--the so-called
"forelgn construction" issue. While the opponents of foreign construc-
tion also continue to oppose placing the Maritime Administration in
the Department 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 by: American Merchant Marine Institute,
Committee of American Steamship Lines, Great Lakes Shipowners, the
Mational Maritime Union and two major officer unions, Masters, Mates

and Pilots and Marines Engineers Beneficial Assoclation, the non-
subsidized liner operators and the more progressive shipyards (Lock-
heed, General Dynamics, Litton, Avondale and Hational Steel). The
program is opposed by: Paul Hall and the Maritime Trades Department

of the AFL-CIO, a small number of Independent tramp and tanker operators,
and older shipyards such as Bethlehem, Todd and MNewport lws. Opponents
have effective political influence in House Merchant Marine and
Fisheries Committee. 1In genaral, Congressmen from shipyard districts
have political difficulty over prospects of any foreign ship construction,
even when connected with the much larger ship construction progrom dn
U.S. yards that is proposed. Opponents recognize that program is at
impasse and are anxious to find a compromise.

The Future., If a satisfactory compromise cannot be found, the proposecd
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



renewval and expansion which would have enabled both ship coperatora and
shipyards to take advantage of the technological revolutions that

are teking place in their fields. Also lost will be the activity in
the steel and marine equipment supplier fields that would have re=s
sulted from the additional roughly %5200 million per year (about $100
mfllion in subsidy plus about $100 million in matching private funds)
that the program proposes to Invest in construction in the U.S. private
shipyards.

If a reasonable compromise can be obtained in the irmediate future
(sample: Allow foreign construction for five years, then re-evaluate
its effect on shipbuilding industry before continuing with it) and
gsubatantially full arreement is obtained; then profram could be sent

to Confress this session. However, 1f not done soon, it will be over-
taken by the priorities for the Vietnam War and programs for the problema
of the ecities.
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MARITIME POLICY AND PROGRAM PROPOSALS /:‘." / 1 q4le
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Background of Problem

. == Federal maritime subsidies have risen from $65 to over S$400 million
annually in last 17 years. Yet over 70% of the active 11.5. fleet
is of World War II age and fast approaching obsolescence. Replacement
in U.S. yards would cost the Federal Government about $5 hillion in ship
construction subsidies. Govermment cargoes make up about AN of U.5.-
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 difficult te achieve, because of
uncertainty of long-range Government support commitment for this
protected industry. Labor opposes policy changes, fearing auscere
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 Coneress. Much of the

opposition to it is apparently based on maritime industry fear that it
competes with the merchant marine. Absence of an Administracion
. maritime program confirms this, in industry's view.

.
b

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 Covernment. The program concept gives industry

the opportunity to renew and expand the fleet -- and the responsibility
for developing increased profits and employment levels. Features of the
program are:

. Separate subsidy programs for ship operators and shipyards in 1ieu
of current tied-in subsidies.

« Ship operators would pay world market prices for ships whether built
. under subsidy in U.S. yards (up to money limits of shipyard subsidy)

or in forelgn yards with no subsidy. Vessels to bhe under U.5.-flaz
and manned with U.S. crews. This is the most essential of the poliecw

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 during
a 3 to 5 year cooperative experiment between sSelected 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. FExist-
ing ships built at high U.5. prices would be protected.

Wuclear ship program proposed -- by either endorsing the report requested
by Senator Magnuson now pending in White House (about $200 million) or

by upgrading the SAVANNAH (about $30 million.)

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

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

short of all-out mobilization.

ort and Opposition

Discussions held with maritime union leaders and industyv management
covered above program features, but with purposely qualified references
to a construction level of 15-18 ships per year in U.S5. shipyards == and
U.S5. construction level is key item in setting program size for industry
and Congressional acceptance.

The program has favorable but qualified support of:

- Union igadn;s representing majority of seagoing labor force (Curran, °
Calhoon and Sheldon, i.e., NMU, MEBA and MMP).

- Operators of about BOX of ships in U.5. fleet (CASL, AMMI, representing

subsidized operators, some tramps and oil company tanker subsidiaries.)

FProgram is opposed by:

~ Some tramp and independent tanker operators who fear nmew ships would
jeopardize their investments through competition for (1) Government
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cargeces carried at preferred rates and (2) domestic trade. (Their
opposition 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 1= against 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 commercial cargoes. Its costs are
estimated to run roughly $1 billion per year.

-~ Shipbuilders Council and shipvard unions who oppose any foreign
construction of merchant wessels. (However, merchant ship work
represents only 10X 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.

-~ 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 new 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 likely 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 by BoB: This program

, would meet national security needs at the lowest direct cost to the

Federal 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 prngraﬁ 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 expanded by increasing the annual
level of ships constructed in U.S5. yards from 15 to 30, reducing 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 the policy reforms.

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

‘III' ete.) 3

. It would stimulate needed capital investment in new facilities by
ship construction industry, which would improve their productivity
and competitive position.

» Most opposition to the poliey reforms and to inclusion of MarAd in
the Department of Transportation 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.

«» Huclear ship program options would add either §$30 million or 5200
million over a l0-year period.

Conclusion

The Cabinet Committee agrees that the Option 3 program is probably the
only alternative acceptable to industry. Under any circumstances, the
foreign construction proposal will remain controversial with vocal
opposition by shipyard industry. However, this opposition would be
blunted by the larger program size.

= X z T--- =
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While the more limited program proposed by the Bureau of the Budget is
attractive from the least Federal cost standpoint, it would require a
massive selling job involwving the President and senior members of the
Administration, and even this would not insure success. A danger of
mounting such a sales campaign is that it could escalate the maritime
controversy into a national politiecal issue.

The Cabinet Committee further agrees that a status quo approach sending
no program runs the grave possibilicy of facing the President with an
unattractive situation -- i.e., the alternative of vetolng 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

5130 million annually for the next ten years, in order to achieve desirable
reforms and labor stabllity 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 inm
no sense substitutes for it.

Attachment



Federal Costs

Total Costs &/

Private Investment
Requirement

TEN-YEAR

& EFFECTS

Program Costs — First Ten W i'ﬂumulgted (FY '69 thru 1?&).if

Option 1

(Continue current policies;
no policy reforms, 13 or
fewer ships bullt per year
all in U.5. 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)

Fleet Size (Ships/Millions

of Deadweight Tons)
Subsidized 5/
Unsubsidized
{Domestic)
Total

Shipboard Jobs
Shipyard Jobs
Supported by
Merchant Marine
Construction
Total

Reserve Fleet Size

340/5.7

264 /5.2
604/10.9

28,236

(Useful General Cargo Ships) -

447/8.1

'285/5.6
732/13.7

32,000

9,800
41,800

Option 3 .
(Expanded program, -
all policy reforms,
MarAd to DoT, 30 ships
per year in U.S5. yards

* forelgn construction

freely allowed)

$5.1 Billion 3/
$6.9 Billion

£3.7 Billion

589/13.8

300/ 7.5
889/21.3

37,000

=
=
n
=

250

1/ Programs have no budget impact in FY '68; first program effect on budget is in FY '69.

2
3

==t

Sy

costs are Included in the total costs.

e

Academy and scamen's medical care,

Jun
T

Includes subsidy to ship yards, ship operators and cargo preference costs.
A nuclear program would add about $30 million for minimum size program utilizing SAVANNAH or about $200 million
to implement the dra®t nuclear ship report requested by Sen. Magnuson.

Includes 75 ships indirectly subsidized through government cargoes.

Reserve fleet revitalization program

Includes social cost of cabotage, extra peace-time costs to the Defense Department, costs of Merchant Marine
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Proposed Course of Action on Maritime Program

¥hen you discuss with the President a proposed maritime program you may also
wish to outline for him your views on how the Aduinletration zhould present
this package.

Agreement at the meeting with the President is extremely important because of
the limited time avallable between now and your appearance bafore the Senate
Conmerce Committee on April 12, Assuming the President approves the program
and gives you a go-ahead, the following schedules of action are suggested:

{1) The President should send to the Congress on Monday a short meassage
proposing the new moritime program. President Ecosevelt in anncuncing the 1936
Marchant Marine Act transmitted a message which was sbout one-half page long.
Attached is a proposed statement which the President could use which outlings
the purpose of the program a&nd what he seeks to accomplish. It would end with
a statement that the Secretary of Transportation will present the program in
more detail to the Confress.

{2) In your appearance before the Senate Commerce Committee on the 12th,

would present the proposed progrom in more detail, outline its major elements
and sugcest a tice schedule for later transolssion of legislation including a
reorzanization plan.

(3) Sioultanzous with your testimony before the Committee, John Swecney
would have prepared an appropriate press release with broad coverage whose
gencral thrust would be that "the Secretary of Transportation strongly reaffirms
the Administration's support of a revitalized U.S. merchant marine and propozes
& far-reaching and long-range program to correct the ills of tha industry.”

(4) After President's announcement on Monday and before your hearing cn
the Eollowing Wednesday, you may wlsh to ecall the key oembers of the Senate
Commerce Coomittee concerned with these hearings and offer to have somsone
brief them in advance on the progranm components. (See attached paper by
Carl Davis outlining further steps which we sust take.) Ira Dye and I could
gchedule short briefing sessions for each of them using the £1ip chart which
Ira bas prepared,

PlSitten Excc. Sec.
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The gbove oubtline would provide moximum and sustainad nows coveraze, create
a Eavorable climate for bringlng HerAd into Department of Tramsportation, and

give Dartlett'es coomittec bearing good news coverafe.

Paul L. Sitton

Attachoanta

PLSitton:cm &4/5/67
1ecs Exec. Secretariat (3)

M. Sitton
" Capt. Dye
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Development of Congressicnzl Plens and Tactics for
Cengressicaal Consideration of the Now Progras and

In our peeting of :_Etrc.‘: 12th you indicated an interest in views with
rospect to the Congressional liaison work which should be done in
connection with the congressional presentaticn of the proposed now
merchant marine pelicy snd program. I suggested that I would put

sere of wy views on papor to facllitate thelr further coansideration

by personnel invelved In the congressional presentation,

1 believe that there is a need of parsmount isportance that this new
policy and progran be announced by the President as a pext of his
adninistrotion progran. Thereafter, I think that it would be advisable
to meet with the scyments of the industry supporting the program se &s

to <evelop s censistent position that will be followed in Inforzing the

Congress and the public,

We should start working with the Commlittec Coumsels of the Senzte
Covmerce Com=ulttee and the House Merchant Harine and Flsherles 'C-.:mir.te&
by briefing them in general terus ot the earliest date, consistent

with the onnouncenent and puhlicﬁtlell of the program and poliey. In
addition, there is often considerable gafn in presentiny a simlilar type

briefing to the Adninistrative Assistunts and Legislative Assistonts

of tha Cormittee leszhers.



¥e should cxplere the pessibility of presenting a preli=zinary briefing
to coznitteo mesbers.

We should alsc consider the "intreduction" of cur package legislation.
In this conncction,as you know, the chalruan norzally receives first
:ﬂnsidnrn}iﬂn, followed br=§i;1iiif;tmbars of the subcommittee on the
Morchant Marine. Then we would normally consider eny other mewbers of
the comaittees. We should also consider whether or not we are inter-
ested in having the legislatiun_:u-spansorcﬁ on the Senate side.

We must also make the necessary plens and arrangesents to transmit

our legislative packoge to the Congress for its introduction znd the
scheduling of henrings thereon, keeping in wind that the time period
before the introduction and hearings should be es short as possible
with a *lcﬂ to minfeizing the time during which eppositicn =may be
crystalized through failure, willfully or unwittingly, to understand
all facots of the cozplex propesal. In this connection, we should con-
duct & careful study designed to identify our nppn;ltianland try to
figure out ways of getting those factions to support us, or at least how
we can minimize thelr effectiveness, We must resesber that the Congress
,lémbnrship of those states properly affocted by the leglslation will be
besieged by various individuals, broups and organlrations 2s our
progran beocoxes more publicized. Consequently, it behooves us to mpke
every effert to see that the Cnngrussmén who are likely to be visited
by such delezations are isforzed with the complete picture before they

are persuaded to oppeso the legislation by reason of attacks of siall
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sogments on the progrea. Our public relations staffs should have sn

affirmative, informative progrsm worked out so that we will not be in a
positicn of merely answerlng adverse publicity put out by our opposition.
In the area of comuittec hearings, we should try te persusde the committee
cheireen to lismit the scope of testioony since on any program of this
lugnitudq it generally develops that long, lengthy hearings tend to confuse
the legislation rather thon clarify it. We should develop & schedule for
the groups that would probably desire te be heard and endeavor te persuade
the chairman to edopt our recorsendations es to & ressonable tiwe limita-
tion on their testimony. We should zlso endeavor to get the coumittee
chairzan to persit the governmont to present its full testimony with
questions being withheld until we have completed our presentation. If

we are able to nc:amplish this, it will make the hearings much more in-
forzative and will drastically reduce the number of questions. 1f we zre
not able to get theo chairsan to withhold nll questions until the coople-
tion of cur presentation of the entire faﬂknga, we should at least endecavor
to get the chaimman to withhold questions uatil after we have completed
sizable, related, segnents of cur presentation.

In the preparation for the cormittee hearings, we should held dry runs
within the department and agency, if pessible, we should hold dry nums
before conmittee staffs. We should prepare chock sheets coverlng various
elecents of our presentation accompanied by a questlon and answer paper
on each scgment of the legzislation. We should ‘also consider furnishing
the committee counsels with pertinent questions to be asked by counsel

or nezbers of the cosmittee thet we want to be asked.
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Ke nust also consider briefing me=bers of the Rules Coumittee of the
Hovse 80 as to ﬂi#;dltﬂ petting cur bill to the floor after it has been
reported out by the House Merchant Marine § Fisheries Cozmittee. In
this connectlen, wo would want to brief the Adelnistrative Assistants
and Legislative Asslstaents of tho Members of the Rules Committee .
Also, advanced brieflngs for tho gppropriations comzittece of both the
llouse and Scnate should be conducted, We must brief the legislative
and liaslson steffs fro= other executive departments and apgenciles which
would have an interest in or be affected by their legislation and illicit
their support. This would Include consideration of the Depertuent of
Defense, Departaent of State, Agriculture and Treasury and mey be others.
HnrQavur, we must develop the maximum Industry support poessible and we
should also cdevelop all of the grass root support that we can obtzin such
. s the Chsuzbers of Comucerce, farm organizations, shippers, bulk earrier
ovners, tenker cwners ond state governors. In thls connectlon, we should
set up‘an Informative progran to enlighten our friends with letters to
ergenization mezborships, acceapanied by a brochure explaining the progras,
We aust not only prepore speeches to be used in Bebate, but speeches by
other meabers of caugr&;s and by a mesber of our committee to be glven
‘on the floor In suppert of cur leglslation. Y%e must have a close working

relationship with representatives of the Burcau of the Bddget, keeping them

~ Informed of cur gctions and activities throughout the presentstion and

seoking thelr advices and assistance at all times.

e L
- - g
il-.'h-l—u e
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6.

May croate problems with the Department of Defense since H:Hamurns‘
has sald repeatodly that our prﬁ&ent nparntlpg flect is sufficient

to mect defonse needs,

Kith respect to the projectod percentage of carrlage both for liner
end bulk carrier trcde the figures which I have used kzre as our
objoctive may be some what et odds with the 30% overall as required in
the Maritine Advisory Committee Beport. It would be highly advisable
if we could have sone firm figures to work with.

Ssatute doos not require ships to be built in the United States and
Title XI unrtgagu_insuranca can be used but our current regulations

do and would have to be changed.

If thore is 2 requirement to como up with an Incentive subsidy systeo

" with rvespect to liner vessels how can we justify not having an Incentive

system for the bulk carrler wo are now golng to subsidize?

Discuss with Aptaker the point on subsidy simplification whether or not
enything should be sald with respect to current problems of differential
doterninations since I haven't coze up with any logical soluticn.

The program paper provides that construction differential subsidy 1s to
be based upon the difference between U. S. costs of bullding a ship

snd the weighted average cost of forelgn construction. In the 2%th
Congress wo endeavored adsinistratively to ha!é the subsidy on the
aversge of 5 forelgn shipbuilding countries and were unsble to proceed
with it because of Industry and Congressional opposition.

One of the proble=s that needs to be dealt with is what is to be done
with regard to the Sectioen 506 provision requiring e:istin;-:onstruttin;
subsidy ships to pay back part of the censtruction subsidy If they

oporate in domestic trade.
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Comments on the Schultze Maritime Options . G”r1

e

The memorandum prepared by Charlie Schultze 1s objective with
several exceptions. My suggestion is that in discussions with

the President you dispassionately refer to the difference as a
matter of judgment and indicate that under eny circumstances
vhoever may be right they are inot material to the final decision.

The polnts with which we would disagree are as follows:
=~ Schultze has upped direct Federal costs under present program

by §.8 billion, BOB proposal by $.4 billion and Che Boyd
proposal by $1.2 billion.

Comment: I have discussed these estimates with Captain Dye

who had worked on them with Walt Boehner. We are unclear

where BOB gets the differences since we had sgreement at one
point. 1 strongly believe it unlikely that direct Federal

cost under your program could ever reach the $5.1 billion

since in large measure accelerstion in Federal expenditures

over the ten-year perlod 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 iz not in my wiew possible, thus
our cost estimates are overly high. We can claim the high
levels of program performance since under # partnership arrange-
ment the Government can only be held accountable for its part
of the bargain.

== The BOB proposal has incrensed shipyard jobs for merchant ship
conatruction under current prosram from our estimate of 1,400 Cfij

to 9,800.

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. 7 Executive
Sitton Secretariat
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BOB takes a more pessimistic view on our attempts to get labor
Eprecmen |

Comment: The BOB paper does not reflect our current knowledge
with respect to the softening of position by Paul Hall and

the tromp end tanker operators. BOB indicates that "some" of
the opposition could be persuaded and the rest overridden.
Our reaction to this is that the progrsm which you have
proposed would eliminate virtuwally all but the hardened
opposition of the shipyard Iindustry and even thelr opposition

is more form than content with a 30 ship/year program.

The economlic and social impact discussion of the progrem presented
by BOB reiteraten the economic walue guestion,

Comment! This 1s an old horse that we have laid to rest before.
It is nothing new and the President is, I am sure,swore of this
canoard.

BOB indicates there should be sddition:l negotistien,

Comment: Resolution of the pusitiﬁn of Faul Hall should settle
this question.

BOB roises the issue of the donger of ensctment of the bad without
the good.

Commant: The timing of the way we transmit our program

should suffice teo gain our end. We would present the program in
increments. First, we would submit the reorganization plan.
Becondly, when this is accepted we would tromsmit the legislation.
Thirdly, when legislation as a package is enacted the President
would request funds for expanded ship construction. In this
wey the President maintains stage control over the results of
the progr=m to which he can call a halt at any time unless his
program is accepted. -

The BOB memorandum refers to McNsmira's strong feelings of the
value of an education progr.m.

Comment: I think thaot these comments eccurred before DOD's attitude
the FDL. In view of that fissco I would suggest that McNamara
support of the educational approach 1is now something less than
enthusiastic. -

PLSitton:kam &4/7/67

€C:

Mr. Sicton

Capt. Dye
Executive Secretariat-3

Faul L. Sitton



April 8, 1967

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Proposed Federal Maritline Program

- For your consideration attached is a report on the stotus of recent

discussions with representatives of the marititne industry. The
‘purpose was to seek a mutual basis clagreemont on 2 maritime
program that would be cnacted by the Congress.

Maritime policy has been studied to deaths. Thaprogram 1 recornmend
is the smallest that can be enacted. We ghould move forward with it
or drop the subject. ; :

Senator Bartlett bezinsg hearinma Wadncaday, Anrild2, en maritime
policy and programs. 1 am to be the first witness.

‘Budgetary constraints for I'Y 1968 and T'Y 1969 can be handled.

Yaur approval will enable me to oblain the support of Paul Hall for §
thr. program. : g . ) o M . ..
F s eyt

. g
.-I' |. Fi

.ﬁ.tta r.-hmantn

cc: Exec. Sec. [2.}/
Secretary Euyd (2)
Mr. Sitton b T o
Capt. Dye } 4 I A G e e e

. - ASBoyd:kel
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Alan S. Boyd -« . .




APR 5 157

' MEMORANDUM FOR THE PRESIDENT

SUBJECT: Marithme Policy Options

. BACKGROUND

. Cn Febrmry l. fau nikr:& ﬂurntarr Boyd to sound out mnaritlme industrf
. .and labor to sce what kind of a mariti‘mr program could be put together,
which would

. refurm present suhai:‘ij policy tnwa:--ﬁt » more c:It'iciﬂnt and
independent merchant m.zriuc.

Bl he :-v:crEhbln to l.udashy. ln'but and their Ca..greasianul
. supporiers, .

« ~involve the least possible budgetary cost.

On the basis of extensive discussions with industry and Ia'hnvr. Secretary Doyd
proposes a program which provides: :

1. Important reforms in maritime subsidy policy, including

« - construction abroad

o ravam,:-e:ri construction eubzidy te:.:hnlquc for those s‘hjps
constructed in the U. 5.

« an incentive operating subsidy echeme, to be {ntroduced on a
pilot bazis

« & sharp reduction inthe hidden nﬁbnid;.r under cargo preference,

2. Sharp expanoion in the number of ship: in the U, S. fleet; increases
the number coagtrnctadin the U, 5, (30 per year vs, 13 now); and




2
. & provide for.adoption of Senator Magnuson's nucluar merchant

shlp proposal (3300 million coat).

* 3. Inclusion of Maritine Administration in DOT.

" The attached table corapares the major elements of alternative .pragtn.m!.

- Secretary Doyd believes his proposal ls the minimum which can be enacted,

« it is supported by union leaders (Curran, Calhoon, Sheldon)
. representing the majority of seagoing labor force; by ghip
operators accounting for B0% of the U. 8. fleet; Paul Hall's
guppert can be obtained.

. 1t 1s opposed by nhinﬁarﬂ'n and thelr unions (whe oppose construction
abroad even when accompanled by expanded construction in the U,3.);
. and by some tramp and tank-:r opurators.

DISCUSSION

. 1. Advantapes of the Boyd proposel

. The President has repeatedly indlcated that he would propose
' 2 now maritime program. Anylhing less than the Boyd propossl
could not be enacted at the present time,

. Without an Adminlstration program, the Republicans will make
- _ the "plight" of the merchant marine 2 1968 campalon fssne,

« The U,S. merchant marine is lnefficlent, obsolete, and most
: of its decisions are made by the Federal Government - but it
will continus to exist. By paying the price for expanding the
fleet, we will buy increanced efficiency in that fleet, and give
the operators a chisnce to make their own declsions,

« A new and expandcd program will probably lead to labor neace
in an Industiry with a bad history of labor strife.

« A reformed, end expanded, construction subsidy program
could lead to an incresse in the comoetitivensss of U.S.
shipyards - mlthough they will p robably remain bhigher cost
than forelgn yards,

. . . Improve chances of FEL nropram and for lifting restrictions on

grain sale to blec countriss.




. 2. Probloms with the Doyd propoaal

This program provides for & significant c:-;paﬁainn in the size of the
U.S, fleet and In the number of ships constructed under suhﬂiﬂy in
the U.S. The program:;

. l.s far larger than'neceded for national defense purpuﬁe:.
(Simmaller BOB proposal is also larger tl::u:. national defense
¥ requirement, )

& ‘ndds $1,7 bllHun in diren't Federal costs over 10 year pa'rl-u-:l.
.~ Net costs to the economy, however, will be only $1. 2 billion,

+ 1s an expensive way of providing jobs. The Investment of
these fuada in other Federal programs would be much more
productive in creating employment.

~« ebout 107 of U,S, shipyard aclivity is taken up by suhllridized
merchant ship coastruction. From & defense standpoint, the
provision of additional subzidized construction s unnecessary.

..' L ' OPTIONS

We believe you have two alternatives:

}. Submit to the Congraean 2 leplslative proﬁnml intatparétiﬂg the

Boyd program,

We must Insure that the expangsion part of the prepesal is not adepted

. without the reform components. Therefore, it iz ¢essentinl to make
¢lear that any Congressional action which leaves out the easence of
the reform proposols i3 unaccentable,

2. The socond alternative has two componznts:

A, Stay with the preseit program for now, and

B, Launch an educational campaizn (speceches, articlea, editorials,
: etc. ) ultimately aimed at gecurine aporoval of somothine like the
BODL program,




.' Secretary McHamara, Director Schultze and Chairraan Ackley fecl

strongly that the waste, inefflclency, high social coats, and lack of

national security benefits in the present prograra are not generally
. knovwn. '

They believe that an educational compaign could gharply locrease
the chances of eventually cnacting a maritime program

« @t reasonable costs

. with major reforms

Alan 5. Doyd
Attachment



_ . ¢ COMPARISON OF MARITIME PROPOSALS

This table compares the major elements of:

© = Presont maritime program

= BOD proposal #
= Boyd proposal %

1. “Ten-year cost fin billions)
"= Dirvect Federz] cost

- Indirect cost to .
consumers

Total cost

; . - &« MNumbsar of U.S5. flagshins
© . {by tenth year of program)

3. Number of jobs
{by tenth year of program)

= ghipboard
= ship yard *'

thal. jobs

"

Current

BOB

- Prosram Propoaal
H-{& - $3.6
2.5 2.0
. T.1 5.0
604 738

28,236 32,000
9,100 9,100
37,336 41, 100

Attachment

Bﬂ}'é

" Proposal

37,000
17, 500

| 54,500

% The EQD proposal was discussed with the President at a February 1
meeting. It is similar to the Boyd proposal in the reforms it proposes,

* but is smaller and lese costly.

%% The figures for the Boyd proposal represent a hléh estimata.

expenditures will probably be much less.

Actual

[P s —
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Qi.'"' Alternatives for Program Timing -

. If Hall can be contacted today (April 11) and Program is to be

announced by DoT.

~ 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 tcday.
Consider delegating some of the calls to Sitton.

= Go ahead with Bartlett hearing. Present the revised statement. clre?

Give them copy of the edited program paper ({the March 28 paper ot
revamped for this purpose. Contains quite detailed program
des:riptiunﬂ

= Arrange with Bartlett to keep the questioning general 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 "gbviates 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
ecancellation.

conti

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

2. ..If Hall can be contacted today (April 11), but release of program must

walt for a Presidential message.

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

- Make every effort to delay appearance before Bartlett until next week
telling him why the delay is needed an emphasizing
presentation of the program after the Presidgntial message will be at
his hearings.

S
FY

that the first detalled

T




Gets Hall on the record at an early time.

Allows more time for detailed preparation for hearing.

Allows time for leaks to develop and embarrass the Administrationm.

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

Makes for slight embarrassment by not meeting the alréady-dela;red
Bartlett hearing dates.

Hall cannot be contacted today:

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

Temporarily removes pressure until Hall can be contacted.

Has all the disadvantages of option 2.



Discussions with Senator Bartlett

Irs Dye and I suggest the following approach in persusding Senstor
Bartlett to delay your testimony until next weck.

There is need for an additionul week since the President is out

of the country. The President ssked you to take a few additional
soundings with certain key industry people before he gave a final
okey to go szhead 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
contacting will be extremely favorable for we are now talking in
terms of something substantially above the 15 ship/year construction

program in U.S. yarda.

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 consensus 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 Bartlett is that (a) by limiting testimony
on Wednesday snd Thursday to Trowbridge and McHsmsra end 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 him that the first public discussion other
thaon the announcement by the President will be your appesrance before
his Committee next week.

The slternantive whieh Bartlett probubly would not want, is that once

you have appeared before his Committee the likely next schedule of publiec
hearings will be the House Committee which would then be first publie
fdisclosuréof the program.

PLSItton:kam &4/11/67 Paul L. Sitton °
cc: Mr. Sitton
Capt, Dye

Executive Secretariat-3
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7 P MEMORANDUM FOR TilZ PRESIDENT i o
BUBJECT: Sctatus of Negotintions on Horitime Progrom, ¥y
Wia, SVMEBOL
On April 8, you agreed to move shead with the moritime progrem which e
I outlined esrlier to the Cabinet Committee contlngent upon securing e pr——
sgrecment of Paul H:1ll and AFL-CIO. Todoy, the mojor parts of the
ghipping iadustry, the licensed unlens and one mojor unlicensed e
union are behind the program.
We arve st present negotisting remsindng differencee with Paul Hall ;e
and expect egrecment by end of week. The status of these negotlstions Vo
aret
NG, S0,
== Holl wonts the level of forelpgn constructicn tied to the
ievel of domestle coastruction under subsidy in U.5. yards. T
_ We sare proposing 3 sltexnstives for considaration and beliewve LE
; this closed ended approach will place greater restrainte on i ———
. fleet expansion =- a desireble objective.
BT, SYLEOL

w= Hall wirhes to centralize administration of cargo preference
in DOT. Thie point con be sccommedated without loss of policy Thil T ALE, T
objectives.

BATE
»= Hall proposes # pancl to stody new subsidy systems with
representation of 21l moritiwe Lloaduztry and labor components L
g7 well sz government and the public. Aa long as this is
advisory in noture it could be s useful adjunct to our own oy

efforts to explore different subsidy schemes,
. CLi 3

In addition, Hall has maked for accommodations on sevaral other polats

which I have stated are not negotlasble. Thase osre as folloya: LA T
== Compenasation will ba paid to ownerethose ships ware bullt at Rl Y Ty
U.S8, prices in omount of vnsmortized investmants necessary to _
make them finoncizlly even with foreign-built ships. Rejected . T
as uarealistle ond we can Eind other ways to sccommodate this. X
He seems willing to sccept alternative approachas. e e
-:'-_'i-r;.-\-‘
g

e

:'I
]
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My judgzment in thot we shall hove a mutuslly acceptable position with
Hsll and I zgree we sre within the eame
ballpask #nd he {2 anxious to resolve remialning issues snd to move
dhesd rapidly with a program thst hos both Administration snd lsbor
port, He has to find s feece-saving cpproach to back sway from his

Hel

* Bup

~= An opersting subaldy for domestic carriers to zsaist them in
competing with oan-land U.5. corriers.

rejected,

== Minimum percentsge of cargo preference expanded to J5E.

alszo wes rejected.

== Converted ships under Defense's HDRF progrsm to be avallable

utider ship exchange Lo
rejected.

1 by the end of this week..

Fi

LLEEMAT IO

commecclal opevations. This was

This was categorically

This

R N
COYCURTEDGES
HTG.

RS,
TR
DATE

HTE.

previous position on foreign ship construction to szsuage the nnn;inuinkTEﬁﬁﬁﬁﬁrﬂ
intractrble oprosition of shipbuilding ualon= to whom he owes an
obligation #s constituants of the Maritime Trades Departwment.

All other componenta of the indusery and labor arve ressonshly in

support of this progrsm except for the Shipbullder:s Council of Awerics
It would be unvealistic to expect the

and the shipbuilding unions.

shipbuilding industry to endorse the principle of foreign construction
under any efrcumstance -- howevayr, the Aero Sp.ce group of shipyard

and Gener=l Dynsnics), who are wore progressive
than the old line shipbuilders, seem williag to sacrifice the principle
of foreipgn constrvciion for the opportunities of 2n expsnded ship

oumers (Lockhead, Licton

conztruction program.

PLSitton:kam &4/20/67

ccl

Mr. Sitton

Capt. Dye
Executive Secretariat-3

signed Alan g, Boyd

Alzn 5. Boyd
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Paul L. Sitten

FILL DESIGHATION

April 24, 1967

Maritime Program

pPaul T Sltton

Secretary Boyd

The Bartlett Hearings are set for a week from todaf. 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 thiok 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 lst 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" from 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 two items
are cleared up.

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

Ba available for a 3«4 hour session with selected DoT and MarAd
officials to run thru the Hearing Statement, the Back-up Book
and to develop unforeseen tough questions. We will schedule this
fairly late in the week.

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

HMEMORANDUH FOR

Honorable Joseph A. C2lifano, Jr.
Speclal Aszsistent to the President

SUBJECT Status of Maritime Program

This morniag I met with Paul Hall on the mavicime progrom.

He stoted that due Lo stronz opposiclon of the shiphbullding
industry {(wmonagement end Unton) #nd of cartaln tromp opevators,
it would be impossible for him to aupport the proposed progrom
g0 long as it contrined foreign construvetion. His reluctonce
stems from hir view thet 1t L8 pot 2alsble in the Cengress.

1 believe that he made # elncere effert to well ouxr proposal

to these groups and failed. ;

Hill also indicated that becsuze of hie commitmeats to these
groupn and the leadership he hes provided in the meritime ores,
that f£ would be impossible for him to support the program if
the Administzation sent it to Coagrass.

In the next several deys I shall sttempt to contnct certala key
representativas of the shipbullding industry to esse 1E this
position in opposition can be chonged. Otherwise, I hold out
little hope of getting suppori from the APL-CIO oa any program
that tha Presideat eends forwavrd contuining foreiga ship
construction.

Alzn 8. Boyd
PLSItton:kam &/25/67
cc: Mr. Sitton
Capt. Dye
Executive Secretariat-3
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FEHCRARDUM FOR

Hoaoreble Jozeph A. Czlif-no, Jr.
Speelzl Assistent to tha Prozldent

: arlt Program
SURTCT Status of Mazitime gL

Sceretary Boyd acked that I send you the sttsched summory
for transaission Lo the President. It is for his use In

discussion with Mr, Meany today.

Paul L. Sittenm

Poul L. Eitton

Attachront

PLSitton:kam &4/24/67
e¢: Mr, Sitton
Capt. Dye
Executive Secretariat-3
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LE

The progcsed Federal maritime program under study in the Administration
is ready for submission to the Congress. Its major elements are as

follows:

(1)

(3;

Annual increase in Federal subsidy support of about $150 millien
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:

== Sharpiy expanding U.5. fleet tonnage from 14 million to 20
miilion in ten years.

== Guaranteeing to domestic U.S5. ship yards a construction program
of 30 ships per year wvs. .3 at present.

. == Providing an operating subsidy to now unsubsidized operacors

in liner and bulk trade to permit them to compete for the
expanded U.5.-foreign trade.

-~ Maintaining the availabilicty of preference on Govermment
cargoes to U.S5. flag operators and centralizing its administracion
in DOV.

“ne long-range health of the industry and the protection of ;obs

~.» improved 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 gnvernment

costs) tied into U,S5, ship yard levels.

== Provides protection of equities of present domestiec 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 co
che Department of Transportation so that resources available in
that Department can be brought to bear on maritime problems.

P 3 § e ] 3 " % ‘
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Vast majority of industry endorse program and there is strong support 5 '
~ among seagoing unions., Key problem is how Paul Hall can find a basis
.for publicly moving away from opposition to construction abroad by
U.5. operators, The proposed closed-ended approach of ctying level , oy
of foreign construction to level of construction in U.5. yards (suggested . i |
by Hall) offers an acceptable compromise. Administration is . Mooy |
expected to testify on new program at Bartlett hearings on May ‘.I.. ) ee |
l'rnl.dunl:hl Inhull.m.ﬁﬂmnt pﬂu: to t]ut date ie nndaﬁ. ' PR s 5 {
L R N ; i1 . . 13 A |
i L] : o L] " : " " F il - o : iy .f o i
¥ .:I.f'ln_ - 4 v J‘ [ : ! -rl:i ke, P I'I
-;' F. [ 1 i i i h L] ¥ -
" b | ey '_ Wi “ i < . wE i v .
) i L ‘: II: B .I:‘ |"1 : '::' : : :r iy f':l :I. > "
1 14 ..:.' : 5 .pl'-._. '-:' s ! L . , ALY i :
% " # J!J "1 'j."-.-":;'.l‘.- £ - |':L . ".‘ :'; ; :
LRI A R LA L b ‘
LHEN . . at -i ! = . :h 1 r ; i Il'l 43 .-II ¥ "
I ' : L = rl; R T "
. oty B e et T Sy N EET i e e s
/ 'I* 1 'L:'.il .--I':_'_'-II'."I : wl s B *. - .'J' : - e : & o
! : o wr e _I'] :Ilr:"'I _.!L:_,"'; :_., I_FI. "y " .‘"‘ J-‘ (] ; : : L dl: w [ L e :Ir:‘_n:;:-.‘_ l-'_ ",I
SRR R SR LB T PR S i e e
. L ; o fr i
iy PR L
|" ¥ .r' -‘5.'_I...‘: §
1 '
- q'E ;
& | R
-;"i.“.

g

"’.‘I'.JI

e e 'I'|.-||Iu||‘|||ll‘!:r||



THE SECRETARY OF TRANSPORTATION
WASHINGTOM, D.C. 20530

APR .2 B 1237

MEMORANDUM FOR THE PRESIDENT

Subject: Maritime Program

I am committed to testify on the maritime situation before Eenator
Bartlett's Subcommittee, Monday, May 1. I do not believe it
wise for me to avold this hearing since I have already requested
a delay on two past occaslons,

Furthermore, I belleve it essential that I cutline the contents of

the program we have developed. To appear and stand mute would
lose us the already essentlal support we have doveloped in the
industry and the Congress. I belleve there 2re two ways to
present my testimony. I am in favor of the first alternative outlined
balow. The second altermative would =2lso be a reasonable
presentation.

Firat Alternative

I would appear and read to the Congress the contents of your lettar
of the same date, transmitting to the Congress a new suggested
maritime 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 statements that the Adminisiration would
submit a new program, Furthermore I believe that with diligent
work we could crack the maritima coalitlon and enact the lagislative
package.

Even if we failed, I belleve you would have discharged your
responsibility to propose the best program that economic reality
gnd maritime necessity demand.
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Sccond Altemative

I would appear end set bafore the .C.'ammlttaa the following:
Your request to me to develop a new program.
My promise to you that I would not seek your support
unless the naw program hed genersal support from

management, labor and government,

' My agsessment that such support is not now present.

My baliaf that I should nevertheless cutline the c::mt-smts.

-.of the program.

My determination to continua to seek support for it.

Py -a .'_-\_r_r'u

Alan 5. Boyd

.‘ JLSweeney/fso
4/86/67

cc: Executive Secretariat (DOT) 3

* Mr. P. Bitton

e e e p———— S
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MIZMORANDUE FOR APR 26 1957

Honorable Hubert H. Humphrey

SUBJECT : Maritive Progranm

The proposed maritive progoram on which I have attenpted to
gain suppoxrt from both industry and lahor is presently
stalemated over the guestion of foreign constiruction,

Paul Hall has attempted to gain the support for this pro-
gram among the unions of the Maritime Trades Department

in the AFL-CIO. He informs me that the shipyard unions
are adapant in their opposition,

You Indicaied your willingness to discuss this program with
Mr. Russell K. Berg of the Boilermakers Union, vho 1s one
of the key leaders in thiz opposition.

Without their acquiescence the AFL-CIO Maritime Trades
Department will oppose any program which the President
transmits to the Congresa that contains foreiem construction.
without the forecign consiruction provision I cannot advise
the President to ¢o ahead with this progranm,

Cur negotiations are at an extremely critical stage and
your good offices in this matter would be extremely useful,
Attached is & fact shoet indicating the major items which
you may wish to discuss with Mr. Berg.

Pﬂ“iuﬂj Alan S. Boyd

Attachment

PLSitton:nm 4/26/67
cc: Secretariat (3)

CONCURATNGES
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Alan 5. Boyd
Secrctary, Department of Transportation

Subject: Rocommended Course of Action with Respect to the Rew
Merchant Marine Program and Policy.

It now seems imporative that the President sulmit to the Congroas
at the carliest possible moaent the program developed by you afteor
consulting with practically 21l segments of the shipping industry,
the ship building industry, and labor elements thersof. This proe
gram in varlous forns has besn reported in the public press snd has
baen tho subjoct of axtensive conslderation end debato in both ine
dustry and labor circles. At the present time the Congress gives
subatantial evidence of impatieonce with reluctance of this adainis-
tration to develop end stand behind a forward looking prograa for
revitalization of the Americon Marchant Harine. Glving due regard
to all of the possible conscquence, it appears that the President
will be well advisold to proceed promptly with submission of his
formal recormendations to the Congross.

In an industry as diversified as American shipping with dividing
intorests, emotionali=m and parsonal prestige included, 4t is highly
improbable that eny prograa con be developed which would recelve
approval in advance from all elements of the American shipping and
ship building industry.

Thus, while it is highly unlikely that 211 elenents in any program
subaitted by the President will be enacted into law or otherwise
roceive Congressional approval, the sutmlssion of the program is

now approached in the national interest and in order to give Cone
gress anplo opportunity to consider favorably the views of possible
conflicting interest. Unleas thls 1s done now, there 1s asple evi-
dence that failure by the Presidont to submit this progran will be
eonstrued as & sipn of weakress by ceriain elements of the industry
who would then urge on the Congross enactment of fragnentary and
perhaps damaging statutes which would further tend to porpetuate

the strusture of the industry. Thus, for example, it is not beyond
the bounds of reality that in the event the President should not
elect to submit a comprehensive maritime prograa to the Congress,

the Congress might enact bills such as (1) the establishaent of the
¥aritime Adainistration 2s sn independent 2gency (there are in excess
of 90 such bllls pending in the Congress at the present time) (2)
authorize programs cach year to datormine the contractual authorization
1izits of tha ner independant agency, and (3) providing appropriaticns
necessary to enable the foregoing.

At the present tiae in the throes of the Viet Kaa war with national
recomition of the all important roll played by the U, 3. Moerchant
¥arine, it is hishly, indeed probable, that insurgent leadership in
the Yousa and Senato could develop an independent prograa and posaihly
unsatizfactory and have 1t enacted into law, Such a move uadsubtielly

D = e




would have strong support not only from responsible elements of the
Denocratic party but practically wnited support from the fepublican
party who would sleze upon thls program as a further means for et
barrascaent and discrediting the offectivencss of this adainistra.
tion.



On the other hand, all elements of the industry including labor
will recognize that substantial elements of the program developed
by you are constructive and farsceing and these proposals will
obtain the deserved support not only of Denocratic members but
elso, 1 believe, of a significont mumber of Republican menbers of
Congress. The vaorious submissions of this progran, most of which
¥ill be supported by substantial and respected segments of the
maritine Industry will almost automatically split the Republican
party and enlist the support of strong elements responsible to the
national administration.

Accordingly, for all of the foregelng reasons and for many others,
I believe that it is now important for the President to forward a
message to the Congress through appropriate channels presenting his
views and recommendations as to the progrem necessary to revitalize
the Amorican Merchant Marine.

Great care must be e¢xercised to develop the greatest possible accept-
ance for possible building in foreipgn shipyards in view of the obvious
resistance by the American shipbuilding interests together with
certain - but not all - labor elecments,

Among the various factors which may be considered in this comnection
are that the President will include in his message and you will
develop that (1) the Aduinistration thoroughly supports an adequate
shipbuilding industry for this nation, one that mot only must be
satisfactory in terms of mobilization requirements but one which also
has the potentiel to contribute to export expansion; (2) in the near
terz future the consensus of the President and the Administration is
that as a result of pressures of a Southeast Asia conflict, manpower
shortages, the vast volume of orders flowlng into shipyards from

Kaval, Coast Guard and other Government sources, the rapidly develeping
effshore drilling and oceanographic programs, and the Increased number
of ships to be built in Arerican shipyerds, the capacity of American
shipyards oust be stretched to the breaking point. A revicw of deliveries
by American shipyards will clearly confira that in the next two decades
deliveries of vessels for private account have not, on the average,
exceeded the 30 ships per annum which the Administration program pro-
poses to build in American shipyards; (3) a high-level commission will
be established which will include the Secretary of the Department of
Transportation, the Secretary of Defense, and the Secretary of Commerce,
together with representatives of shippinz and shipbuilding industries
wvhose purpose it will be to make recormendations to the President for
the level of shipbuilding necessary to sustain an adequate commercial
.and military base after completion of the first S-year shipbuilding
plln' (4) thereafter it 1s contenplated that the findings of this
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cormission and other material will be made availible to the Congress,
together with the recoimendations of the Adzinistration as the annual
level of shipbuilding necessary to be retalned for United States
shipyards in order to fulfill these national objectives.

In effect, these proposals would provide American shipyards with an
exceodingly large woluae of orders, a backlog of which because of
delayed deliveries, would provide relatively full shipyard cmployment
stretching into 1975. (This conclusion is based on a 5-year progran
with 3-year delayed deliveries being B years added to 1967 tekes it
to 1975).

Some pressure of access to forelgn shipbullding is necessary in the
national interest to avoid the possibility of run-awsy inflation in
shipbuilding costs and prices which will affect not only the private
sector but also Naval and other Government construction to be under-
taken in the near-term future. In the event foreign construction is
not acceptable to the Congress then soue other expansion valve must be
utilized to restrain prospective inflation. This pay require the
reopening of Navy shipyards so as to siphon off some orders for Naval
eraft from the private shipbuilding industry.
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In furtherance of the program, we urge that the President should undertake
and authorize the following steps:

1. Irmediately prior to submlission of his recommendations to the Congress
the leadership of both the Senate and the House should be consulted and
advised of this irpending action.

2. The Sccretary of Transportation, to whom has been delegated the res-
ponsibility for developing this program, $hould appear before the Senate
Conmerce Committee as scheduled on May 1 and testify as to the deteils
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
econonic support covering the level of shipbuilding employment, ship-
bullding orders, and a host of other rclated factors.

3. Shortly after submission of this program, it seems eppropriate that
there be submitted to the Congress a reorganization plan which would
transfer the Maritire Adnministration from the Department of Commerce to
the Department of Transportation. In advance of this submission, con-
sultation should be had with and support solicited from both the Cormittee
Cheirman and the ranking minority members of the Government Operations
Committees in both the Senate and the louse of Representatives.

During the 60-day period in which wither liouse of Congress has to reject
the reorganization plan by majority vote, the maritime cormittees should
‘be actively engaged in hearings and the Administration should strongly
support its maritime program through direct and Indirect chanmnels. The
effect of this will be to weaken the efforts of any speclal privilege
groups which seek to defeat the reorganization plan.

In the face of constructive Administration maritime proposals, in the light

of the Administration's willingness to consider alternatives, it is highly
unlikely that there can be engendered the kind of emotional atmosphere

which developed last year during consideration of the Fill for establishment
of the Department of Transportation. During this tine those opposed to
inclusion of the Maritire Administration iIn the Department of Transportation
concentrated on the alleged failure of the Administration to submit a com-
prehensive maritime program to the Congress. Under the present circumstances,,
with the President standing behind such a progran, it is highly unlikely

that any efforts to defeat the rcorganization plan will succeed.

Reverting nmow to the basic raritime policy, it is quite plain thutﬁgg all
of the Administration's program will bo enacted as submitted. Novertheless,
on balance, after giving all elements of the shipping and shipbuilding
cocnunities opportunity to be heard, the Congress will, in my opinion,
enact a program which will be satisfactory to the President.

Cn the other hand, am unsatisfactory program enacted by the Congress after
Presidential recomnuendations can be vetoed by failure to submit eny progran
can be seized upon by the opposition as abdicaticn of Administration res-
ponsibility in an arca which is presently in the center of the national
stage.

FE=Ef % et [ PoTic
Farl €. Dawvis
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L= Industry would have the freedom to replace ships at a rapid
rate and expand thelr fleets — and the responsibility for
finding capltal and cargo.

2. = All operators would face world market ship prices, in U.S. or F
abroad. :

4 = Operating ald would be available for all ships that industry
can find capital to bulld — wp to the limits shown on the
pages that follow.

f‘/— - Shipyards and ship operators would have separate direct subsidy ol
Programs.

Larger Program in American Shipyards i : 7 i
.l"' } i E e

~ /, = Ship construction program would be increased and held roug.hl:,r

7

—
| s

T ——

Shipbuilding subsidy (up to program money limits) would be paid :
shipyards for sales to operators that give most ship value per

subsidy dollar. ———— ;_l

Ships built with shipyard subsidy would be available to upe%
in both foreign and domestic trades — all ship types.

& Conversion program for interim NDRF revitalization. 5 . :

level. / a
A separate shipyard subsidy system will be provided. — | 7L '

o,

4. - Repairs in U.S. yards expected to increase.
Additional Liner Operators Brought Under Subsldy

/., = Present unsubsidized operators can obtaln operating ald, initlally
on an experimental basis, using a new subsidy system.

% = New system, after 3-5 year development period, would, if effective, b
be extended to other operators as contracts came up for renewal. Wil

T T T S . S S imy ey St S

5f Direct Operating Ald for Bulk Carrders \;}' i;f" f
L

/. = New bulk carrlers could receive operating aid to enable them to A
compete for commerclal cargoes and long term charters. Lo

., = Bulk subsidy system waid be develﬂpeﬁ over & 3-5 year pericd before
finalization.

spmaraa =
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Cargo Freference Retained — Costs Reduced - B :

1’ , - Hew subsidized ships wanting to carry bulk goverrment ca,rgoesl
*  would have "Fair ‘and Reascnable" rate administered to be close
to "World Rate"

rates and cama reserved for them.

#Z. - 01d unsubsidized ships would be ha:ﬂled under "Fair and Reasnmble"‘ o e
p : [

: e : _,—J
,.f- NDRF Revitalized g . . %

( l = AP-S'E would be converted and put back int-:: NDRF; size of program,
"| up to 100, related to amount of active shipping aﬂ.raila.ble. \

T

2. ~ Some returning GAA ships would be repaired and put back in NDRF.
IR :
| 7, - Possible early retirement program for mariners and newer ships, into

NDRF.
/ . 1 shlps added to reserve fleet would be under modern presemtion
=1 HEHE‘ ships put in urs:ler th:[s feature would be availahle lmder =
| @I sh.‘l.p exchange. PR

A Dispose of non-usable ships and reduce rumber of sites.

(_.Huclear Ship Program 2

= A nuclear ship program, based on a recent study, would be part of
the total package. . jL :

/tf Increased R. and D.
/. = Increased emphasis on rn.aritimef‘i;ort R. and D. as part of transpartatinn
research package. o : _

_Z' Ship P.vailabilit:.f for Defense

- Jl
/. = Subsidized vessels to be available on incremental basis without
requisitioning. Mwmt avallable will govern reserve fleet program
glze,

Qtﬂf“/_ ; | SN

-
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‘Construction in

PROGRAM LEVEL

Federal $, 10 Yr.

1986

U.S. Yards Cumilative
Proposed 30 per year =z N B, !
Program for § years; ; g

then 25/yr. .
Current 13-30 per yr. e R,
m . ; . ! 5
for comparison

" FEDERAL MONEY LEVELS ~
P.Y. Proposed Program Current Program
1969 546 | hio3 ‘
1970 582 o9
1971 573 Lot
1972 532 ~ boo
1973 | 520 398
1974 L83 337
1975 . 487 391
1976 489 281 -
1977 452 270
1978 Ly 264
495 16

AP-5 Conversion = $60M/Yr. and Nuclear Program,
would be add-ons to this.

F= Ay R N

Tt TP ——

—— e oo




LR ’

. o |

a : i

First 5 Yrs. First 10 Yrs. |

__(¥¥ 69 - 73) (FY 69 - 78) |

“‘Fed. ‘Priv.Cap. Needs ''Fed. Priv. Cap. Needs I

Proposed $2.8B. $2.1B. ‘$5.1B.  $3.7B. 'F

Progran . ' I
Current $2.0B. $0.6B. $3.8B. - $0.88B.

Pm:am L . - s

for camparison RS .

*" FLEET SIZE TONNAGE '

" TOWT in Millions) |

1976 B T T e

pa ) !

Proposed 861/19.0 1035/27.6 |

Program - . : : l

Current 641/11.2 619/11.6 ;

Program i

. |

il

!

|

1

:
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Construction Subsidy {‘)w'ﬂ#f :

1 B

Construction subsidy, 5ufflclent to enable American

shipyards to build and repair ships at or near the

average world cost, will be provided directly by the

government to American shipyards.

The construction subsidy will be paid for construction
CouvERD!

an&]repairT*f all types of ships, and the appropriate

ships will be available to American operators in all

‘trades, foreign and domestic.

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 Act,

including Title XI. The government will Enter into
‘lungterm charfers with American operators for the move-
Iment of all government-owned and sponsored cargo.

For each of the first five years, the construction
ﬁubsidy 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
pace with the growth of our domestic and foreign com-
merce of all types. |

Ships constructed with subsidy shall be sold to American
operators within 5% to 10% of the average world price

for vessels of similar type.
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1"
fﬁﬁ In awarding subsidy for all t?pes of ships 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 shipyards, and now
_,#i? being operated under the American flag, a construction
subsidy shall be paid to the owner in an amount equiva-
lent to percerit of the unamortized cost.
If, under the above-described program, American shipyard
s | facilities are not available within a reasonable time
'.for the construction of new ships, and until such facili-
ties are available, American operators shall be permitted

to build ships abroad for operation in the American

industry. o

B. ﬂdditiénal Liner Operators To Be Brought Under Subsidy

l. All pending applicatinﬁs 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

l. The Maritime Administration would immediately undertake
a Eumplete reviéw of the existing operating sﬁbsidy system
for the purpose of designing a new system to enable all
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, cutbound and inbound.

To assist it in making such a survey, the Maritime
Administration would designate a panel to consist one-
fourth each of representatives of American-flag ship
operators in all categorieg, maritime labor representing
all segments, government agencies concerned, and public
fepresentatives having an interest in the well-éeing of
the American Merchant Marine. Action of the panel shall
be by majority vote. The-mﬁmbers 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 program.
Once a new and improved subsidy system has been devised,
it shall be appropriately extended to all operators

receiving operating subsidy.

D. Direct Operating Rid for Nonliner Operators

,)3}}4?\ 1.

The Maritime Administration will undertake immediateiy
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.

The Maritime Administration will undertake immediately
to develop a program of direct operating aid to enable
American operators in the doméstic trades, coastwise,
intercoastal, and noncontiguous, to withstand the unfair

= |
competition of nonwater-borne carriers.




o Preference Retained

- Carg
1.

0ld unsubsidized American carriers of cargo-preference
cargo shall be paid fair and reasonable American rates
for carriage of such cargo.

As new subsidized American ships enter into the carriage
of preference cargo, thﬁy-ghall receive direct operating
aid sufficient to enable them to carrf at fair and
reasonable rates close to the world rate.

The minimum percentage af government cargo which must

be carried on American ships shall be increased from 50%
to 75%. |

The cargo preference laws shall be enforced and adminis-
tered by the Maritime Administration.

Bevitalized

G. Nuclear Ship Program:. H. Increased R & D: I. Ship Availability

1, 2, 3, 4, and 6 shall remain as expressed in the paper
entitled "Program Features™. P 5. All NDRF ships

returned éu reserve under éhis program shal%ibe available

for exchange under the Ship Exchange Act. Vessels

= e I WS —

received in exchange shall be converted and restored to

NDRF.

for Defense:

No comment.

) ‘
F




May 25, 1967

MEMORANDUM TO FILE

SUBJECT: Contact with Thomas A. Rotell (Roe-tell”)

As requested by Mr. Sitton I called Mr. Rotell (Pacific Comst.
(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. 1 was advised 1 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. Rotell until Monday.

I again called Mr. Rotell at about ncon 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-CIOQ) and would call me to work out an
appointment if the trip materalized. -

On Wednesday, 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. Rotell,

G. H. trick Bursely

PBURSLEY:nla:5/25/67
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June 1, 1967

SUBJECT: Maritime Matters

Since you have been develcping maritime programs for the Department
and are theroughly familiar with the naticnal meritime background, I
would like you at the earliest possible time to:

ll

3.

Feview existing laws, execubtlve orders ard Depariment orders
to determine my responsibilities in the maritime field in

the event of hostilities or a widened emergency with maritime
dimensions.

Provids me with your judgment as to whethsr we are adequately
and properly crganized to deal with our potential meritime role,
including your recomnendations for any changes.

Determine whether the Department's presently established role in
emargency maritime matters should be altered cr strengthened.
Specifically should an attempt be mads, based on the potentlal
emergency to move ahead with placing the Meritime Administration
under the Department.

It would also be useful for you to survey persomnel rescurces of the
Department (i.e. persons who are familiar with maritime activities)
that would be avallable if some Instant response 1s needed on our part.

el ol



Encloasure

Info: Mr. Sweeney, TPA-1 -
. = Commandant, U.S, Coast Guard
¥ £ y Mr. BRokson,

TGC-1
THE SECRETARY OF DEFENSE
WASHINGTOMN, D.C. 20301

v/

JUN 1 6 1967
Mr. Joseph Curran
President

National Maritine Unlon of Auverien
36 Seventh Avenup
Few Yorlk, MHew York 10011

Dear Mr. Curr

ﬂm::.bﬁﬂ,a{. :
e

I have studied youc_lgtier to the President of June 9, lﬂﬁ?. |
paper which cutlincs sone of thesc charges sand gives my muswers.

Some of the statements you male » about the natien's ra‘fit:[t'e needs
and capahilities are, in oy judgment, Incorrect.
] 1]
revitalize the industry.

Enclosed i3 a

I agree with you that we nced a new maritine policy that will
For this policy to weat the nation's
necds for efffeclent shipping scrviees, however, it rust Incorporate
basic reforns that will cut the costs of buildine and operating
U.8. flag ships and guarantez that these ships are availsble to
the Defense Department or other Government agencies at the times
and places we need then.
to develeop such a2 prosram.

I fully support Sceretary 'Bn}rd's cfforts

Sincerely,

Signed :
ROBERT 1SL MMAARA

bee:

Eon.

Joz. A. Califeno

5
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Yie @ -
Eat e
- fA L - i T
Hon, Alan 5, Poyd "‘-\'i‘__"“‘;\'\{'\"{ . e L ;:y_‘-"__1
Hon. Fverctt Dutehfuzon, DfTrans e e P!
Wom, ™. Ccell lackor, NfTrovs 7L MRS s 7
o T Tl Sifian, DfTzans ha 5 :
Pon. Paul Iznacfuz, ASD(TEL) i
Bon.: Tidl Bouldtos Amapn)
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1.

2.

Charge:

Ansver:

Charge:

Answer:

Passenger ships are essentisl to defense; almost two cut
of every three fighting men in Vietnam went by sea.

During the 18 months from July 1965 to December 1966

.T72,800 military passengers went to SEAsia by air: 1

percent of ell military passenger movements. During the
same period 2,923,400 passengers--or B6.5 percent of
all world-wide DoD passenger movements--went by air.

None of the 13 subsidized passengsr vessels for which

the Government annually pays $45 million in ¢perating
subsidies was used for trooplift to SEAsia. These
ships have g conmbined emergency lift capecity of 23,000
passengers. The passenger gircraft in the Civil Reserve
Airfleet (CRAF) have the capebility to transport 10,300
troops to Burope daily (309,600 monthly) or b,370 troops
to SBEAsia daily (131,100 monthly). Currently DoD is
using only 11 to 12 percent of this CRAF capability,

which 1s 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
inadequate.

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-cormission rate of 95 percent.
By comparison, MSTS chartered wvessels from the privately-
owpned active flest had en in-commission rate of 97 percent.
Including reactivation cost (prorated over three years)
and opzrating cost, it costs DoD $51 per ton to ship

cargo to Vietnem on NDRF veszels, $52 per ton on time
chartered ships, $71 per ton on liners.

The 10-yeer cost to the Governmant {reactivation cost

plus what we spent to maintain them) of the 153 NDEF
ships wes $90.3 million. This ambunt, if spent in
operating subsidies alone for privately-owned ships, would
bave provided only 15 to 20 percent as much sealift as the
NDRF ships havs provided.

Repair end meintensnce costs have averaged $310 per voyags
day for the NDRF ships; the same costs for comparable pri-
vately owned ships are $302 per voyege day. Mothballing
these ghins has not made It more expensive to keep them
operating once reactlivated.



3. Charge: Foreign flag vessels, in the effective U.8. controlled
fleet or otherwise, are not available to DoD for emergency
use. .Operators of these ships prefer ‘profitable foreign
:trade. U.S. flag operators rust carry the burden of
“DoD needs and sacrifice thﬂj'_r nmﬂrci&l trade, -

Rt il . o

Answer: By law DoD 1Is forced to minimize the use of foreign flag
veggels even when using them would be cheaper than using
U.8. flag vessels. Only when DoD cannot obtain shipping
from U.5. flag sources 1s it allowed to use foreign flag
ghips. Foreign flag ships have repeatedly been available
to DoD; howevér, MST3S has been aliowed 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 pericd of the Vietnam buildup. There were 39 more
foreign fleg ships offered for charter than U.S. flag ships.

AVATTABRILITY OF GENERAL DEY CARGO VESSELS

Foreign Fleg U.5. Flag
Number Mumber Number Humber
. Offered Chartered Offered Chartered

Time Period to 157 &/ by MSTS  to MSTS by MSTS
11-20 June 1965 20 0 0 0
21-30 June 6 0 3 3
1=10 July 15 1 L 1
11-20 July 2l 2 25 25
21-30 July 11 (1] 10 10
31 July - 9 August 2 0 1k 14
10-21 August _3% 8 21 21
11 11 7 17

5:’ These numbers represent the actusl number of vessels
offered by MSTS.

The U.S. operators, primarily the subsidized operators,
bavs preferr=sd to remain in the commercial trades. During
the first quarter of FYHT, DoD used the following amounts
of shipping cepability from the privately-owned U.S. flag
general cargo fleet:



ﬁ. Charge:

Answver:

5. Charge:

Ansver:

3
Percent of Capability

Source Utilized by DoD
1. Subsidized Liner Operators 26.4¢ of their fleet
2. Unsubsidized Liner Operators Lk9.7% of their fleet
3. Tremp Fleet Operators 69.1% of their fleet

If a second contingency cccurred similtansously -with
Vietnam, the U.S. would be in an "impossible p-:nﬂitiun
with respect to shipping capability. :

During the first quarter of FY6T, the DoD used 39.8 percent
of the capability of the privately-owned U.S/ flag general
cargo fleet. In total DoD used 3i’; L percent of the com-
bined general cargo capability of the MSTS nucleus fleet,
the NDRF fleet and the privately-owned fleet. Current
worldwide DoD cargo movements are 7.5 percent above the
first quarter FY6T movements; however, since improved port
« turnaround times have enabled DoD to better utilize the
shipping under its control, the increased cargo movements

have not required a pmpnrtiunate in::r:ase in ships.

We can meet the general cargo demands of a second contingency
as large as Vietnam entirely with U.S5. flag shipping. We
could support, in addition to Vietnam,a deployment to Burope
mich larger than our Vietnam camitment because distaﬁces
are 5hnrter

#
L]

Sufficient tankers are not awfaila‘nle to meet current needs
"primarily as a result of Mr, McNamara®s past attitudes.”

That part of our tanker reguirements which can be met by

‘large size tankers is being m2t without difficulty and at

favorable rates with U.8. flag charters. However, w= have
had to charter small size tankers (25,000 DMT, 32-foob
draft or less) from foreign operators. We have chartered
all U,8. flag small tankers voluntarily offered and have.
resorted to foreign fleg chariers GEI}J: when U.8. tenkers
in these sizes were not offered at any priee Currently
only 20 percent of small U.8. flag tankers have been
voluntarily offered to DoD. We could get five times as

many as we now control if we had to.



Clearly, we do not need more tankers in the U.5. flag
Tleet. Moreover, foreign flag tankers in gocd condition
and in desired sizes, including small sizes, are available
in sbundance, and they are much chesper than U.S5. flag
" tankers. 5

Chartering 23 U.S. fleg small tankers has cost $39.7 .
million/year more than if we had used foreign flag tankers
to meet all of our needs, since foreign flag charters ere
available at 35 percent of the cost of equivalent U, 3.
tankers. A recent MSTS solicitation resulted in offers of

: 138 foreign flag tankers for six months charter, only six
aﬂﬂg%gg%iare currently needed. Also, we may need 29 voyage

: Moveover, 18 T-2 tankers currently remain unactivated in
the NDEF as insurance against sudden increases in need.
The cost to maintain these ships in the reserve i‘lee.. is
A% only $3,500 per tanker per year.

6. Charge: "The so-called "effective control™ concept secns to heve
disappeared as the Defense. Departmsnt, 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.8. controlled" ships will be as available to DoD-as U.S.
. flag ships. (More than 80 percent of the affective 1.8.

: econtrolled fleet is tankers snd bulk carriers.) We have.,
not teken emergency actions to get these ships because we
bave been sble to satlsfy our tanker needs without doing
go. (We have no need of extra bulk cerriers)

_.Bhould requisitioning be necessary to meet our needs in

" worsening world conditions, we could call on up to six
million additional deadweight tons of U.S. flag tenkers :

. and 11 million tons of foreign flag "effective U.S. control"
tankers. This tonnage is equal to more than 1,000 T-2
tanker equivalents. This far exceeds our most demanding
defense needs, which would be about 210 T-2 equivalents.

- (We are now using 129 T-2 equivelents.)
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Hon., Alan S, Boyd, Secy. of Transportation
U, S, Department of Commerce
Washington, D. C.

v My Cear M. Secretary:

. ' The enclosed copy of letter was sent .tu President Johnson
- |
today. S A
r Hay we have your comment. .
- v . Sincerely,
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June ¢, 1l<67

The President
The ihite House
Washington, D. C,

My dear Mr, President:
\ How inconsistent can we be?

. Hith this question I, as President of the National Maritime
Union, call your Administration's attention, as well as that of the
American public, to the urgent requirement for a prompt 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
Secretary of Defense reviews his total attitude towards American

flag ships and the dedicated merchant mariners who sail them.

The closing 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 Near
East, Such ships are simply not availeble primarily 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 impossible position. .



The President : Page

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 imerican merchant marine has had to face in

the Pa st.,

The Secretary has much to explainl But it is my hope that
the American nublic will not take refuge in his semantics and
join with us in a demand of the Administration that you now
proceed to develop a sound maritime policy which will give us
American flag vessels of modern vintage and in keeping with our
needs,

Almost five years ago the Secretary of Defense told the
Congress that the American 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 control" although they were registered abroad
and manned by aliens, many of whom are proven to be of dubious
loyalty., The Secretary has not yet accounted for the fact that
almost two out of every three fighting men in Viet Nam reached
that area by sea rather than air. He has not explained the
llions of dollars that have been virtually poured down a "rat-
e" in meeting Viet Nam's logistic requirements through re-
ilitation of reserve fleet rust-bucket wvessels built for
orld War II. Our members have sailed these ships., We know that
.their performance is inadequate.

The so-called "effective control" concept seems to have
disappeared zs the Defense Department, in desperation, tekes re-
course to foreign flag ships none even in the effective control
category. Where are thesc "dedicated" American owners of foreign
flag vessels who have allegedly committed themselves to support
the American militsry effort? Obviously they are trading in the
commercial market taking adventage of attractive freight rates
brought zbhout in large part by American government requirements.
They are not serving ocur national defensel 1Is the head of our
Defense establishment prepzred now to renounce this dangerous
- "effective control" concepl vhich today is, as we knew it always
was, "Made ocut of whole cloth".

The National Meritime Union has always maintained that the
Mmerican flag merchant marine is as much an instrument of our

2,

foreign policy as it is of our commercial trade, It is regrettable

that long aftar our initial declarations the Soviet Union rather
than the 2merican governmen: has recognized this dual essential
rele of merchant ships. At times covertly, frequently openly,

e Russian m2rchant marine is ussd to effectuate their nation's
.315 and Communistic aspirations. They have proven their

1lity to cover their logisti guirements on several fronts
while wz improvise w 55 .

=
s |
I

0
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The times are perilous as you better than anyone else 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 for peaceful trade and the pro-
. tection of freedom-loving people has now fallen. wWe cannot
effectively meet this responsibility without an .american ierchant.
HMarine which is manned by experienced, dedicated, and loyal -
personnel.’

I do not believe it is too late to mend the error of our
ways. It takes courage to admit to past mistakes. It takes
even more courage to change our direction. The ..merican people
demand, I am certain, that a man in such a high position, in
charge of our national defense, possess these gualities. It is
he who should lead the handuwagnn for a modern .american ierchant
Ilarine. .8 Fresident of the U, 5. I believe yuu appreciate the
essentiality of what we herein urge.

L ) . - Réspéctfully yours,
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‘;ﬁ;fh— lﬂ{ir ! MARITIME ADMINISTRATION
. . Paul Sitton DATE: June 19, 1967

Department of Transportation
In reply refer to:

EROM @ Acting Maritime Administrator

SUBJECT:

A couple of months ago we discussed Paul Hall's problem of funding his
pension funds, his particular problem being that his American Maritime
Associastion companies (whose ships he mﬂn:? are largely unsubsidized
and unable to adequately fund their pension plans negotiated with the
union. We discussed the possibility of a “railruad retirement act for
eseamen" as a possible solution.

We have come up with a new idea which offers far greater possibilities
+of scceptRnce. In fact 1t would have applications in the total domestic
industry area because many sma2ll 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 imsurance of private banking accounts administered by the
Federal Deposit Insurance Corporation. It is believed that the financial
. interests in the 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 flesh out the propossl would require access to
the records of union pension trust funds. However, it may be that tenta-
tive approval 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.

« W. Gulick

Attachment
ec; BSecretary Boyd
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MARTTTHE PENSION TRUST INSURANCE (MPTI)

COAL:

To permit industiry pension trusts to ,accumulate needed reserves with-
out undue burden because of accelerated rates of contribution,

'OBJECTIVES:
1, Provide Federal insurance for payment of pensions during a period

2.

Establish orderly and reasonable contribution schedules for in-
dustry to achieve full funding. -
. s

3. Control benefits and eligibility,

PROCEDURE :

i. Require voluntary subscription to plan by trusts representing two-
thirds of maritime industry employment (jobs).

2. Insurance premiums to be based on relationship of total unfunded
liability of all subscribers to total contributions less current
pension disbursements.

3. Unfunded liability to be determined by actuaries of the MPTI Corp.

L. Pension benefits and eligibility rules not to be modified without
gpproval of the Directors, MPTI Corp. In evaluating proposed
changes in benefits and Qligibility, Directors are to be guided by:

(a) Cost -of-living changes (for benefits)
(b) Changes in workforce (eligibility) .
{c) Status of benefits and eligibility within fully -
funded trusts in the same industry _
(d) Benefits and eligibility rules in industry at large
E. Contribution rates established by Directors, MPTI, for each of the

of unfunded liability. -

trusts to achieve fully funded in 20 years, shall not be increased
in amounts exceeding 15 percent per year,
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SZAFARING FOiSICN TRU3ST FUNDS - IOTINMATZD STATU3 - 1967

Unfund=d : Disburse-
Liabiliti=s Contributions Intersat ments
(in millions) (c00) (000)  _(o00) &/
MEBA (ASG) 3 142.0 $ 6,000.0 & 600.0 § 3,000.0 el
(Pacific) 56.0 1,000.0 1€0.0 S ADN0 S
P (A%C) 65.0 2,800,0 500.0 1,400.0 chLl
(Pacific) 29.0 €00.0 £0.0 150.0 o
ARL (3:G) 7.0 500.,0 130.0 140.6 ol
(Pacific) 3.5 205.0 20.0 100.0 .
ROU (A4:5) 5.5 1,600,0 72.0 1,300.C st d
SOA - 1.5 205.0 26,0 15.0 5/
. kMU 317.0 19,000.0  2,600.0 5,000.0 e
SIU (a%5) 52.0 L,000,0 260.0 1,350.0 3/l
(Pacific) b6.5 3,900.0 560.0 105.0 12
TOTALS (rounded .
in millions) 3§ 730.0 $ 40.0 ¢ 5.0 : 14.0 tf,
af Pension payrents and administrative expensss .

Division of Labor Studies
Office of lizritime Manpower
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FILL sLlfiesaTion

JUN 20 1967

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Maritime Program

This is a status report on my effort to goin industry/labor agreement
on a maritime program. Since my roport to you on April 20, 1967, come
progress has been made in veducing opposition on the last remailning
mejor issues Whether or not to allow ship operators the freedom to
purchase some of thelr ships from foreign shipyards.

== On this issue Paul Mall, shipbuilding unlons and old line
shipbuilding companies (Dethlehem and Todd) continue their
adamant opposition to foreign construction. Individual
‘discusaions huve secured favoreble respoase from acrospace
industry groups (Lockheed, Litton, General Dynamies) plus
- Avondale Shipbullding (Zack Cartor), National Steael Shipe
\ building (Edgar Kaiser).

. == The major ship operators In the Americon Merchant Marine
Institute and the Committee of Americen Steamship Lines

are actively supporting the program (public statements and
Congressional contacts).

== Joe Curran (}2U) supports the program, snd has criticized
Holl publicly for "dog in the monger™ asttitude. Calhoon and
Sheldon (I[P & MEDA) continue to support progrom.

o= I have continued digcussions with Senator Dartlett and
Representative Carmatz who are anxious to have an Administration
program for Congrossionsl consideration. They urge that you
transmlt a progrom in splte of lack of full agreement.

== The Middle-East eltuation injects amw elemont: Prolonged
_elosure of the Suez Conal nnd major shifts in oil supply
sources ean create criticol tankor problem. An Administratien
program before the Congress would enable us to procecd moce
;rapldly {f action i3 nccessary.

'sam THGE (V4 %

EIUCURRLNCES
BTG, SYMaOL -

iR B A

]

:
i

ik

:
|
i

=
P

il

RTG, S¥MBOL,

' i
,mmmr |
s L, . OFFICIAL FILE COPY _ -1



The options nawe:

. Ontion 1: Send progrom te Congress mow with present support.
l Furthor persunsion without Precidentisal endovsemoni is unlikely
T - to wln addliional support since oppouents and proponents are
_£irmly committed to present position. Opponeats still believe
. Administration will compromise on progrom I have advonced.
Cormitiec hearings would produce controversy but sn endorsed
ik . program would minimize eviticism if a shipping problem develops
X o e out of the Mid-E st crisis and counter arguments on che issuc
" of merchaat marine neglect.

tion 2: Drop progrem entively for present session. Opponents
cwould have difficulty in avoiding criticlsm of intramsigence.
S - ‘However, Administration could still be criticized 1f a shipping
w7 . - igrisis develops and Republicans would accuse Administration of
%o % follure to provide mationel leadership. :

* and unfoas. In my view this is obtainable only by capitulatien
on mnJor reform of freedom to purchsse ships abroad. Such s
A radical compromlse is considered unacccptable by ﬂupanmnan
S e of Defense end Trannpn.LnLinn, Budget ond CCA. %
I strongly urge that you endorse Option 1. My judgment is that the
. program is souad and that an aggressive compaign in cunarnaa will
- produce favorable Congressional sction,

. -, . Optioa 3: Continue to scek full coasensus from .nhipbuildern
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UNITED STATES GG\I"EHNMENT. W= : ; DEPARTMENT OF TRANSPORTATION
J OFFICE OF THE SECRETARY
emorandun : .
oare JUN 12 1957

In reply
sumect: Mardtime Program j roler te:
froM + Deputy Under Secretary
w !

Secretary Boyd

If you have information not avallable to us which changes any of
this, please mark-up the letter and we will re-type it.

: d
ph e s
L ot LY . Paul L. Sitton

E—
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PEMUEARDIRT FOA THD VICE PROSITERY
FTG. SYHBOL
As you will recall from ouc discucsions of lost week, 1 premised (T IALE e,
to sead you © ageplecwent on the cconcmic implications of the ship-
building progrem which 1 em proposiag a0 At relsteés Lo specific [BATE
uasinas. A copy of this stetowsat Ls attachad,
RT@
You will cote that the teczl direct snd fodirect shipysvd purcheses
for structursl eteel, plpes snd other Ltems undar the sonual progrom 05
whieh X have divcusssd could resclt {n totel sdditicamzl bosinesa
foc the atesl indu:try of about §&0 millioa per year. Ia 2dditien, o e
I have sltzehed a lizt of uaieas 2nd suppliess whoe would bansfic
fron other ms jor purchssee of equipmeat sad turbines. Aluo sttrched TG, SYILLGL
fs s list of the wnioos who would benefit from this piogrem.
. e
You ifndleated your willfagneus to c=11 Mr. Abel of the Uaited Eteel
Workers and offer (o have scucona fly teo Fltcsburgh to discuss the o |
program wvith him. Poul Sitron, Deputy Oader Secretsry, will be |
#vailabls to do this efter you howe txlked to My, Abel, You may (Fira, Byaieos
glvo wish to indicota thot {£f he ie in Mashington, I would be '
pleszed to meeat with Lim pevsoaslly sad discuse this picgren. TN S,
I will ewsil your rasponde Lo thle wecoreadunm, o
TG, BVENOL
Alan 8, Boyd [
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M:—Cecil Mackey — [C] rom voym 1nFoRMATION

[C] waxe spproPRIATE ACT)ON

You asked me how the altered statement
forelgn construction got into the Sec
testimony. _

Clark Tyler, in integrating the new
description (which Paul asked to have
stituted for the more brief material p
used) made the changes for the purpose
providing a more smoothly organized st
He got the material for the change by
phrasing the Secretary's Baltimore

ch
and the %Btﬂ:‘ltiw % involved wire |
unintent - [— |
O ——— Iy,
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MEMORANDUM FOR THE PRESIDENT

SUBJECT: Maritimo Policy Proposals

Dicscussions have boen completed with managemont, labor, and membeors
of Congreses to secure support for maritime program rolorms.

Exlstive maritime proosrama invalve budret exnenditures of more than

. 5400 million annually plue added expenseo to the public for costly protectionist
featurcs. They inhibit optimum use of Govornmeont and private resources to
make the maritime indastry raore competitive.

Program: is goared to pre-World War II conditions with little relevance to
today's situation, If continued the U.S. fleot will decline from 14.4t0 11. 3
million tons by 1975 and gcafaring jobs will drop from 47, 000 to 25,000
(Shipyard jobs should continue at about 10, 500, ).

. The proponed prosram would:

== Incyease Fedoral support to about $550 million per year under
reviscd systems of subsidy.

== Psrmit forcisn construction for ship needs unmet by subsidy.

== Reduca costs to Government of carpo ptel‘crcnca {now about $30

million/yeoar).
= Expand support of maritime research and development of ruclear .

propalsion systenta,

== Transfer Maritime Administration to Department of Trancporiation.

This program should rogult in a mere modarn and campetitive maritime
"indusiry with stable job onportunitics thus improving labor-management
rolationa, U.S, -flag tonnagze would increace to 21, 6 million tons by 1979;
scafaring jobs would levol uﬂ' at about 39, ﬂDl‘.}. and ﬂ:ip;-,rar:l jobs would
riso to nb-:a..:t 21, 000. i




¥

-

Dianatad [aguas ' ; g : T

-I_hnra ars throe altornative coursaa:

- Permdssive forelzn ennttm:tlm == fupdamaertal to progran: reform -«
is the oxnly isaae Hac‘;cl:'g asreement,

l-hrAd phctrrant Ia DOT will e lcuptaﬁlq if & prozram in adopted.

The prnpaaa-:i prm*rim e mpmrturl hy: AMMI CJ-.SL and non-
sabsldized lner oparators; & numter of Creat Lakes operators;
the major seafarlog uniona (NMU, MEBA, MMPA); and the niore

~ progresklve shipyarde (Lockhee:d, Ceneral Dyman.dce, Litton, Avon-

dale, acd Nalional Stesl). It is spnosad hy: Paul Hall's 51U and the
shipyard uriors in the AFL-CIO: 2 smusll rumber of indapendent tranp

‘acd tanker operators; and slder shlpyzards (Bethizhorn, Tadd, and

Nawport Naws, etc.). Cpponente bava strong support In the lisuse
Merchant Marice and Fishorles Comumittes. Congressrmen ironm: ship-
yard districts ficd any foreizn ship conslruction politlcally unattractiva,

= -

(i) Sen? prozrar to Canzreas Ircludine foreizn eonstruction,

(Z) E»ld pr.?g:ﬂnils in atavance L:;r prru:n‘l'ir:d a::‘pha;l:a nagd
for gereral agreament oo major progran: ¢lements, including
forelgs t:nﬁ:trm;liq*n 23 a It.:mh for Adminlstration arr.l::r sarrent,

—

{3) Elbrzinzts farr.'-l‘-tl c-m:trm:'t[nn faature and gend ‘prugrarr'. er
son«e part of it, to Conyress.

1 rocarsroend that you adaat Altarnatlva (1), Your andorecn.ert should

expand sippart for prozram,

Alternative (2) kas the n.hauta;a of reducing budretary in pact {or the

- near toerm: and Increasicg preossure on oppoventa to eceept total prograc,

- FHowevar, 11 could l=ad ta eractrent of Cansressiopal nrozras with
- yn3apirakle feature and linited program: reforoes.

Only ane eonsideration favors Altsrsative {3}, Droppleg foreis e construction

woauld sacure ecactment of siher program ieatures ard urndarcut tha drive
to rzake MarAd an independent agency. There are ssvaral argusronts

" moaiast this apnroach:

-
-



1

-- chu{IInfcn management and labor supporters of reform ==
cubsiantial part of the shipping tnduntr}- ~= and rewarde opponcnts,

== Deduces hnrgaininn: position to secure least coct program from
Congress.

== Irgue is aconomic as well as political: The timely replacement
of our merchant fleet in U.S. yards increaces budget cost, bailds
up excessive shipyard capaclt]r, and adds undesirable Inflatlonary
pressures.,

== Oporators neod ships fastur 'I'.ha.n prospective budget levels will
allow, ;

My judgment {s that some form of foreign construction should be retained
in program. Posolble compromise positions are:

Bast: A 5-year limit on forecign construction, thus requiring Congressional
authority for lator extension,

Second Alternative: Forelgn construction authorized only when reason-
able bids and/or timely delivery cannot be guaranteed by U.5, yards.
Determination of "reacsonable and timely" to be made by the Sccretary

of Transportation. Thin poses difficult administrative problenas,

I recommend sending the procram to Congress with a compromise later

g6 needod to protect bargaining ﬂu:u'.i.bilit}r.

ol Llan 8. Eui.rrl
_llssd)

-

Pr8ilionkam 8/11/67 |
cc: Mr. Sitton
Mr. Mackey
Mr. Dye — .
, Executive Secretariat-3 i




Form DOT F 132045 (4-a7)

MEMORANDUM FOR THE PRESIDENT AUG 16 1967

SUBJECT: Maritimme Policy Decislona

We met with Paul Hall this afternoon; he will not accept foreirn construc

—— e e
CONCERRENCES

AT, BYHBOL

o T Nep—

RYG. SYMBOL

HITIALS BIG.

tion,

Contiruing present program will cost about $400 million annually. But
will cause sharply reduced shipboard employment and result in substan-
tially reduced U, S. flag tonnage. It will not provide benelit of program
reform.

Budget cost of propesed alternatives (Program with or without foreign
construction) are close to the same but yield greatly different results.

My original program alternative has support from all elements but Paul
Hall and shipbuilding industry. -- It would cost $560 million annually

for five years. =-- Holds employment at a high steady level and doubles
fleet size. It would continue American merchant marine as a eignificant
factor in world trade,

Last alternative proposed to Hall included maximum compromise but
retention of posaible forelgn construction. It would cost $560 mnillion
annually. -~ Eut it means smaller fleet, no economic reforms and lowe
employment levals than eriginal proposal.

The reason for a program as large as 30 ships per year rose from desir

to buy industry and labor acceptance of the major policy reform of foreign

construction. It failed to accomplish this objective. A much smaller pr
gram would meet all national needs. Schultze, McNamara and I agree o]
this.

Hall is talking of a high-level commiselon to separately study foreign
construction. However, you recall the unfortunate experience with
Maritime Advisory Committee.
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FILE DES|SNATION

The issue is entirely political and I would appreciate your guidance.

Alan 5. Boyd

Continue current program with no change.

Stand by original program I proposed.

Accept Hall position of expanded program without
foreign construction.

. cc: Mr, Schultze, BOB

IDye /PLSitton: kam 8/16/67

ec: Mr, Sitten
Mr. Dye

Executive Secretariat - 3
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“IMITIALS 813,
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DATE

MEMORANDUM FOR THE VICE PRESIDENT

ATO. EYRBOL

SUBJECT: Maritime Developments

| IRITIALS IS,
I thought you would be interested in the attached articles in today's -
New York Times. They are Indicative of several things. “wta. srumoL
U.S. shipyards appear to have limited interest in responding to NTiALs/aia.
bids for even a 13-ship program. You can imagine the results if 54
the Covernment authorized a 30-ghip program. sk

RTS. SYHBOL

The second article is oven more ominous for whoever gets into
the North Atlantic contalner trade firet is going to get the cargo “TALEEG.
and hold it for a substantially long time. The international consor- ‘

) tium is proceeding at a rapld pace with the construction of container BATR
vossels. If our U.S. flag operatore depend upon U.5. yards, we e T
. will be far, far behind, e
IHITIAL 2N
It wae this type of eituation which convinced me that we rust have
maritime industry reformes including pernidssive foreign construc- DATE
tlon for U, 5. operatora.

AT, YR BOL

gigned Alen 3. Boyd

IMITL BIE,
Alan §. Boyd i
Attachments WTo. symBoL
PLSitton:kam 8/17/67 TRTALS R,
cc: Mr. Sitton — 10
Mr. Dye
Executive Secretariat-3 ————
imALs/aie.
DATE
L e

Form DOT F 1320.45 (4-87) OFFICIAL FILE COPY



* the available cargo by operat-
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SIX SHIPS ORDERED
BY CONTAINER LINE

Dry Cargo Craft Seen Dua;
for~*Poor Relation® Roles I

By WERNER BAMBERGER

The conventional dry carso
ship_ in Norlh Mtnnll?urvif-n
appears (o be headed for the
role of *poor relation™ in the
Port of New York beginning
in 1970, witen larger and faster
Fﬁnl:lmr:rsh:p tonnage will be
in iarge scale operalion.

This, became apparent yes-
terday with_an announcement
by Atlantic Container Line that
the .iniernalional consortium
had placed a $67.2-million or-
der with three European ship-
yards for the construction of

¢ six large, high-speed container
i ships.~

ith the placing of the order
the line's entire flect of 10 Is
now in the construction stage,
since four of the vessels are
now nearing completion, |
Onz-of the partners in the
counbine—Cunard Line, which
has ordered two such vessels—,
said that all its traffic to the
American northérn range of}
ris from Boston and New
otk to Hampton Roads, Va,
would be carried in A.C.L. ships.

Others to Follow Cunird

* Cupard’s decision to employ
container tonnage exclusively
beginning late in 1969, and to
assign its ‘conventional freight-
ers o other routes is ex-
pected to be followed entirely
or in part by a number of
alhea lines active in the North
Atlantie Trade between United
States =East Coast ports and
Eunpean ports. S
A spokesman for a major ling
that is’scheduled to start con-
tainership operations with new
tonnage next year, said his

company had formed a special
the

study group to deal wi
blem.
F"’Tm]‘ﬂ.-l[|'|'ii|1ar:,* studies, the

spnkesman added, have shown
that .containerships are ex-|
pected to carry between 70 and
&0 per cent of the available
cargnes an the North Atlantic.
“What pemains to be re-
snived,” he said, *is the gques-
tion to what exteat we want to
pacticipate in the carriage Il:li'1
the remaining 20 per cent nfi

ing conventional wessels or

vessels with limited container
capacity.” :

]

| said CGunard and

Tmpact Felt Already

The Impact of full-scale week-
Iv  containership  services l.'m'
the North Atlantic by a num-
ber of forcign and American
steamiship lines has made it-
self felt already.

Earlier this vear a Norwepgian

‘operator of conventional fnr;;a!

vessels, Compoiltan  Lines,!
abandoned the Morth Atlantic;
husiness in which it had beeni
active” almost 40 wears. An-
other Europeéan opcrator Black
ll:!iamund. has curtailed serv-
ces. .. o

The Atlantic Container Line
announcement ahout the six
new 24%%5-knot vessels ordered
the Freach
Line had ordered two vesscls
each and that one vessel cach
had been ordered by Houand-l
America- Line and Wallenius
Line. .-

The two Cunard vessels are
o be. built the Tyne group
of British shipyards while Ltwn
French - yaris—at St Nazaire
and at Dunkivk—gnt the order
for the four olher vesseis,

All six vessels are due [o enler
service hetween mid-1963 and
early 1970. The other part-
ners in the line are Swedish
Amerftan Line and Swedish
Transatiantic Line.
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ARE FEY ARD HIGH

2 LASH Offers Rc_:'.pnns-ihlc
' —Estimates Far Exceeded
i
| Dy GEORGE. HORNE

Two steamship lines planning
the construction of 11 modern
ships of radical design  dis-:
jeovercd 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 Lincs, Inc, of New
York and Pacilic Far East Lines
of San Francisco—opened hids
in Washington from four ship-
yards for the construction of
the so-called LASH wessels,
LASH stands “for Lighter
Aboard Ship.

The apparcnt low bidder was
Avondale Shipyards, Inc., of
Mew Orieans, a subsidiary of
the Ogden Corporation.

Avondale ofiered to built all
11 wvessels under a combined/
contract for $239,724,000, at a|
unit price of $21,794,000. Iti
bid $21,99G,197 a ship on the|
six Pacific Far East vesscls if
contracted for separately and,
on the same basis, 522,276,412
for the five Prudential craft.

Doubt Cast on View
To a gonsiderable extent the
level of bids threw doubts on
the Federal agency's expressed
{view that if ship lines could be
ipersuaded to byild identical
ships in serles, to gain produc-
tion-line advantagzes, 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 iz that the large
carrying vessel can steam into
port, quickly drop its Ii;htﬂrs’
and as quickly pick up anuﬂwr.
covey of Ioaded small craft in
order to get away on its next

with minimum loading

dc?r:.

Shipping men had talked in
terms of S516-million to $18-mii-,
lion a ship. Tn recent months,!
as prices generally continued
to rise, they had raised thoe out-
er limit 1o -miilion. i

Hope to Proceed

Officials of both companics
gakd the bids would be reviewed
and that they expected ta po
ancad with the project if the!
Maritime Administration, which
ovaorsees  subsidy  programs,
found the bids aceplable,

The level of the bidding, andj

the evidence of a lack of in-
terest on, the part of some
major shipyards in the country,
will play an important role in
fulure national discussions of
Federal maritime policy, ship-
ping men in New York pre-
dicted. 5

A key element in the contin-
|uing debate has been a propasal
iy Alan 5. Boyd, Sccrctary of
Transportation, that some
United States-flag shipping be
built abroad. Shipvard interests
in_this country have bitterly
jopposed any such plan.
¢ In ¥yesterday's bidding the
oniy othe “responsive" bid was
from the General Dynamics
shipyard division in Quincy,
Mass., which offered to con-
Isiruet the 11 ships for $264.-
1252.598. Tt bid %25.464,000 on
cach of the five Prudential ships
525,204,653 on each of the six
PFEL vesscls.

Lighters Excluded

All of these bids were for the

commercial configuration of
the freighters. - In each case
additional bids were made to
inciude national defense fea-
tures, which would increaso
cach price by a few thousand
Idollars.
{ The bids do not include the
cost of the lighlers or barges,
Each of the 874-foot, 19,000-
deadweight-ton wvessels would
carry about 38 of the lighters,|
and would need extra smalll
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;
route. Pacific Far East wﬂuldi

neesl A penpaciionatn aumber
for ils Pacifie servicre, T

The Tagalls shipvard division)
of Lilton  Industeies, Pasca-,
roula, Miss, and the San Ship-
building amd Dry Dnck Com-
pany of Chester, Pa., put in
partial bids. These, in the view
of the Maritime Administra-
tion, were not responsive.

The Bethlchem Stecl Com-
any and the Newport News

ipbuilding and Dry Dock
Company in Virginia did not
enter bids.

Surprise Expressed

"We were surprised by the
Iack of hroad interest from the
shipbuilding  industry,” sald
Spyros 5. Skouras, president of
Prudential, "There were only
two really responsive bids™

Lea C. Ross, president of
Pacific Far East, said the low-
est bids were “hizher than we
expected” and heo indicated that
the Maritine Administration!
was also surprisod. |

While the desizns of the two:
companics are basically iden-
tical, there are some minor dif-)
ferences. The West Coast com-|
ipany, for instance, would re-!
‘quire crow accommadations for
two more scamen than Pruden-
tial's 38-man crew. And Pru-
dential included facilities for
carrying four passengers,

Mr. Ross said he believed the
two companies could come tol
an agreement on a wvesscl that]
‘would permit a unit price of
521,313,000, if 11 ships are,
cordered. The companies have 90
idays to review the bids. ,

The Maritime Administration
had authorized the seeking of
bids, for construction out of the
1967 and 1963 budgets. For all
subsidized ship replacement
programs, the agency had ap-
proved the building of 13 ships
a year for each of the two

Years. . .
The 1967 budpet appropria-!
tion was $106,655,000, but with:
additional moneys availahle the
total for the year would be
around S$120-millioh. The re-
quest for construction mon
Lp the 1968 budget is $143-mil-
on.

Under the construction sub-
dd{ program  the maximum
limit of Federal funds in a ship-
building program is 55 per cent
of wvessel costs. Tho subsidy
level is based on comparison
with foreipn shipyard prices,
[which pencrally run around
iluil' of those in this country.




Qutline of Undéerstanding on Maritime Program Issues
Reached at Meeting Between Congressional Leaders
and Secretary of Transportatien

Meeting held in Senator Magnuson's office, August 29, to discuss Maritime
program differences between Congressional leaders and Secretary of Transpor=-
tation. In attendance from Congress were Senators Magnuson and Bartleke,
Congressmen Garmatz and Downing, and House and Senate Committee staff.

In attendance from Department of Transportation 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 DﬂTanngressiunal differences. General agreement was reached as
follows: .

v 1. 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. Subsidy will be made available for construction of vessels to be
operated in the noncontiguous trade. Draft bills used as basis of discussion
include provision for payment of construction subsidy directly to shipyards
as contemplated in DOT program.

2. Tankers are not included in construction subsidy program but recog-
nize that present law does not prohibit. Present law will not be changed.

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 appropriate reduction of maximum rate if vessel is
built at negotiated prices.

4. There will be no foreign construction with allowable U.5. flag
privileges and technical provisions related to foreign canstruﬂtinn proposal
were deleted. i
5. Vessel Exchange Act is to he'repealed.

'6. No decision made on :apital r&serue funds until Secretary Boyd
reports on understanding with Treasuty.
| .

7. Authorizes aid in development and construction of nuclear powered

ships. 7
| ]

8. Authorizes negotiation of five-year experimental operating subsidy
contracts, giving present subsidized operators the right to come under
whatever subsidy system exists at the end of the five-year period.

! I
|

9. Secretary Boyd atatedltha: the Administration would not support
authorization to construct two super liners. Magnuson and Garmatz supported
proposal. No committments made on r.his proposal. :

i



. o
i
10. A Commission will be created to study the shipbuilding industry

. and report within three :.I'EHI“E.I

11. Left open for further discussion was provision of operating sub-
sidy for wvessels operating in the noncontiguous domestic trade. Bartlectt
stated that if reserve funds are made available to the operators plus
construction subsidy, there is no need for operating subsidy, and it
would drop out. Decision on this item must await report back on negotiations
with Treasury. i i .

12. Desultory discussinninn luéatiun of Maritime Administracion.
Magnuson took position that this issue was separable from the program.
No agreement. |

| |
13. Discussion on "me too'" provisions of labor contracts. Indication

was given that Committee Eeparts when issued on proposed legislation could
cover this problem.

8/30/67
: Mr.
Attached was broughtin by/Sitton.
As soon as you give ynur o.k. a copy will
be sent to Messrs. McNamara, Reynolds
\ Schultze, Califano and Trowbridge.

® @/‘“"
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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 forward 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.

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 cperating subsidy reforms.

A program without foreign construction will underwrite Paul Hall as
ma jor arbiter on maritime policy in spite of fact that he has been
the primary opponent of reform. His union (SIU) represents only a
emall fraction of cperating unions. Other labor elements (NMU, MEBA,
MMPA) and ship operators who have supported program reform and
represent major industry interest, would feel they have been ignored.

If there is no Administration program, Republicans will attempt to
make it a political issue.

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. WNo foreign construction may mean
to them that the Administration has disregarded broad public interest
considerations, which have been under study for past seven years.

Policy reforms have been under study for the past seven years -- the
results should produce more than mere increase in Federal subsidy.

Retaining foreign construction provides stronger bargaining position
for reducing excessive Congressional program which is at least $150
million higher then DOT program.



8.

LBy : 2.-

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'

2.

Failure to secure reform at this time means they are unobtainable for
the foreseeable future.

Meaningful reforms in maritime programs at a minimum means some elemﬂut
of foreign construction since:

== U.5. shipyards employ costly methods related to Mavy-type design.

== There is presently no incentive or competitive pressure for them
to modernize.

=-- Qperators cannot otherwise replace ships without vast expansion
in construction subsidy.

Operators need new ships to participate in container trade, If

foreigners get ships first, they capture the trade. Foreigners are

rapldly 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.5. yards. U.5.
operators have money to build but current bid experience indicates #
that prices will be high with long delivery time.

Expansion in Federal subsidy alone is not the answer.

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.

Without foreign construction alternative, operators will jein in .
pressures, espoused in Congress, for substantial expansion in construc-

tion subsidy beyond the annual level of $260 million projected under proposed
program.

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 actiwvity.

HNOTE: If we are going to buy a program without reform, as a minimum, 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 1972 1973 Effects by Mid-70's,
Present/DOT Present/DOT Present/DOT Present/DOT Present/DOT Tonnage & Employment

Subsidy to Shipyards 113/261 122/263 122/263 113/261 113/261 . DOT Program:

19 Million DWT
Operating Subsidy 202/239 198/240 191/243 187/246 180/245 Fleet size

’ {fup 5 million from
Cargo Preference Cost 89/85 93/87 98/75 102/64 107/53 today)

56,000 Total job
NDRF Conversions 0/60 0/60 0/60 0/60 0/60 opportunities

Nuclear Ship 3/5 3/60 3/50 0/10 0/10 Present Program Forecast:
11.3 Million DT

R&D 6/25 6/25 6/25 6/25 6/25 Fleet size
(down 3 million from
today)

41,200 Total job
opportunities

Impact of excluding foreign construction from DOT program

Federal budget impact of excluding foreign construction is nil. However, yithout foreign comstruction:

=

-- 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 substantial Navy work.

== Domestic and Great Lake operators unable to replace ships in U.5. yards because of high prices -- shipping
public thus loses savings of new and lower cost ships.

== U.S5. forelgn operators unable to get vessels on rapld delivery schedule for timely entry into container trade
and replacement for all compoments of fleet will be stretched out 5-10 years.
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Doputy Under Becretacy f

Secrotary

Further exploration veveals that Secaator Bartlett is parsonally
promoting liberallzation of constructicn reserve funds to imclude
operators in both forelgn and domastic trade. Hls concern grows
from Alaska problems, and I understand Sealand has enlisted his
sarvicen in this effore. Mateon has wo Intercet in tha issus but
wvill not sctively oppose it becaves of Bartlett's personal interest.
Bertlett ir» duead serious 1o hiz effort to extend eligibility of
conatruction vesetve funds and will probably press vigorously for
his position. :

Status of Mepotiations with Treasury

Treasury atrvongly supports the status quo (which means exelusion of
any mew subsidized operators from benefits of tax reserves) and would
agree to have Presldeat in message divect & comprehensive jolat DOT/
Treasury study into the entire cuesticon of tax shelters in the mari-
tims area., The proposal would promiee a full report to tho Coagress
facluding vecoumendations for reeolution of this issue in the next
seasion. A referonce to this is contained in the draft Presidential
DORSA00 .

poT Pn:itlmy:__fd? -

- On Saturday you daclded that the Department should support exteading

_kex reserve privileges to mew liner operators that are approved fer
opetating subsidy (the four companles now in business plus others who
‘may apply). Resarve fusd privileges would not be extended to bulk
carrier operators. Further, the Department will support & study as
way be divected by the President, '

Further Steps to bo Taken

==Call Secretary Fowler and confirm the resolutences of his
position. Suggest to him that it would be prudent and
equitable to give now operators the same privilege now
enjoyed by CASL group.
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. MEMORANDUM FOR

Eat : Tt Hororable Joseph A, Califano, Jr.

e i - Speclal Assictaut to the Procident _
. SUBJECT Maritime Program Actions I

CONCURRENCES
itttk
RTG. ST MRO0L,

=5

INIET, jlﬁ. =

borm o

agrecement 1-un-bh=at1 with ‘ruuatnrﬂ Iu.a.hhusnn, Bartlott and Congrossmen

70, 57 MEOL

i

GCarmats and Downing, Two nut.-:ta.nu..:*‘!‘ igsuas.-remain, but I believa th
can-ba-resolved., Thocoe iesues zre (1) lacation of the Maritime Adrairi:
. tration and {2) the question of extending capital rozerve tax shelters to
. other operators. 1 uh:t.'ll dizcuss these two points latar on in this
P m:mmr:n:hu‘n. :
: .lrucnr:mend the following couree of action for moving nhead with. the
aritime pragran :
s == As ga0on as possible, the Prosidant should send forward a
message containing the recommendations outlined in the
ttt&ﬂhﬂfl drﬂ.itl

o : == Elmultanecusly, the Presldent would transmit to the Congross
; a recorganization plan trancforring MarAd to DOT (2 plan has
beon sent to BORB).

b == At the carme tlme the President should direct me to tranamit
“, % aproposed bill to the Congrecs on legislative changes.

We plan to have a draft bill at the Burcau of the Eudget this weck.
(»'  should ba no substantizl delay in gotting this language cleared since it
i rﬁﬂaﬂ;ﬁ the major points of ngreﬂmunt wlth Congroosional leaders.

The quastion of timing and tactics are a".trﬂrnnl:.r iﬂ‘;}n:ta.‘lt, sarticulazl
with respact to the proposzd roorganization plaa.

Thel

As you Imow, the ple-
can only be approved or w*c.l down, thus duringz thie week I intend to s43

SATE
¥
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submitted as 2 reorganization plan. Another issue is whether the Congress -
- will be in session for a 60-day period -~ the reguired time for a reorganiza=-
tion plan before tho Congrees. Earring furthor recess, it peems fairly - -

_', certain that an adequate time period will be available Lf we trannmit this

pmn within the nr.:'-..t wnelt or two. T R el el

Eenator .E-arl:latt has strongly urpged the extens sion of capital reserve fund e
priﬂlageﬂ to all U, S, flag operators in the foreign and noncontiguous domestic -
. trade. There is also strong Congraessional santiment to extend these privi-
hgaa to all domestic trade operators.  As you know, earnings placed in

. capite.l reserve funds are exempted from lncome to x payment. The annual

_cost to the Treasury in taxes foregone could amount to about $4.I!] 3 million
Af thesu privileﬁes gre extonded to .111 opara ators. : ;

S AL present, ra-uwa fun:l pnula"es extend only to th:: 13 zubsidized op serators,

- To deny this came tax advantage to new operators represents an uniair dis-

l:rimi:‘-a.tlun apainst them. Either all tex recerve privileges should be zban- i
ned or cqual treatment aseured {o all operators. At this time, it is not :
actical to propose elimination of existing tax resorve funds. My view is

that, a8 a minimmom, rescrve fund privileges should be extendad to new liner .

=i-+' operators in the forasign trade who are brought under subsidy. We do not

. ~support extending these privileges to any dornostic operator becaucse of the

pre:nﬁcnt it would establish for other industries to seek the samie tax reliel,

“Tha argument for contimuing privileges to the foreign U. 8. flag operatora is
" that fnrcign competitors often enjoy similar p::h-ilegcs and it represents cur

: effort to sustzin competitive parity. Treasury strongly urges that we heold

*.to the status quo, i,¢., no exiension® any operator. Treasury would suppor

;.2 study to seek ways of substituting a direct subsidy for this indirect sub .-Lq,r.
: Thu;r would cupport a statenient in any Precidential message directing

3 T:ruasu'ry and Transporiation to make a comprehengive study into the entive

*question of miaritime industry tax shelters, Subetantial analytical work has
a.h-:mdy been completed on this 5uh3ect aad a report cnuld hu :amplctcd
during the ne::t sesamu. ; ; : ‘ Ly

e
l:

-"« Sen,at-::.ha Earﬂat—t and h-"agnuacn are awaiting the ¢u1c1u5i-:m of our discussion
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with Trmsury and these issues must be resclved before a program 1a soent
forward I plan tn discuss t.'d.s issue with Eccrctﬂ.ry cwlt:r, ! ;
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.F-.Itar you have rmwawed this package, we chould discuss further steps
tha.t are noeded to mavﬂ {arw::rd ag soon as poscihle with this program.
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- To t.h.g Congress of ﬁe United States:
Since the earliest beginnings of this Nation, Amﬂriﬂa.'.ﬂ merchant
-ﬂuut has written a proud and glqrious chapter in our history. Without
the adventurous ﬂp‘]-.rit and the dedication of the merchant mariners who

carried the ﬂ&g_nf this Nation to the far corners of the earth, our develop-

ment might have followed a far different course.

On the strangi:h of ’Ithat early development of routes ‘of commerce
.' :xl:ending'arc:-und the globe, we have become the world's largest trading
; nation. Last year, more than 350 million tons of comme rce moved in
. our waterborne trade._ It tatalied more than $30 billion. By 1980, this
trade will nearly double -- reaching some 600 rﬁillinn tons,
Indeed, development of this foreign commerce has been a key to the
| growth-and prosperity of our great Nation, If our gr'nwl:h and prosperity

are to be sustained, it is essential that thig commerce between our Nation

3 5
. and the markets of the world continue to expand.




Traditionally, the U.S. flag merchant fleet has been an irnpnlrtant d

S

: ._'__—_— &
nl_:inent in this necessary expansion of our foreign commerce. Today,
i : 1 5
however, we face the fact that the strongest, the wealthiest, the most
resourceful and invf.nti\-re Nation on earth has a maritime fleet which is
; losing its ability to compete with ships flying flags of other nations in
_ the movement of our own foreign commerce.
. It is critically in need of revitalization.

It is desperately in need of modernization.
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.
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There is also urgent need to relate this revitalized maritime activity

tn; our Nn.ti.un'l.; hrqad and comprehensive transportation efforts -- so that

" ocean shipping is made a part of our Nation's transportation system.

on s, I'propose to you a program shaped to accomplish these é’,ﬂalﬂ. It will:

. == Provide a substantial inr.'reaﬁa in ship construction funds. I

T e g8 : e
{ - -ask appropriations to raise construction subsidies to U,S. shipyards _
i . . to a level of $r3E-I:'.i million a year. This level will permit a substantial
¥ ST A : -.
: . expansion in construction pn;ilgrla.mﬂ above the present 1e?al-nfl13

: sh:"lpa per year. And I ask that the new level of apprnpria.ticans be

.
L3
1 i

. 3 . . :
. . maintained for a five-year period.

+- Provide a needed expansion in the scope of ship operating subsidies.
1 : . -

T]':l.ls proposal will bring .L‘ertla.in non-subsidized operators under

#
i@

operating subsidy and prnmu%e the creation of new operating subsidy

| wt ® - = =

iy =l e

proposals for bulk carriers fha.t will allow them *i:n compete for :

I s | - -

. - comnmercial cargoes. i - : T - A

NS - - il
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- Develop a new system of ship operating subsidies. This

new system will be desiéned

more competitive and efficient operation with diminished

to improve productivity and induce

]
o

Government involvement in maritime management decisions.

== ZEixpand our support for mar

itime transportation research. I

a.:sk the appropriation of $25

]

Held.

and applied research in a wide range of activities in the maritime

et sl H
% e

Cl
&
|

-~ Improve our Nation's capahillitles to meet emergency s-hi_ppin_g_h

needs. I ask for funds to revitalize the National Defense Reserve

Fleet through the conversion of some unused reserve troops ships

into enlarged general cargo

ships.

million yearly to in.craasa both basic

—_—
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-- Broaden our program of development of nudear vessels. We

shall, as part of this i:rngra.rn, launch a cooperative effort with

f

;é‘le:::ted ship operators to develop and construct nuclear container
i ¥ . 1 '

ships as part of a complete high~speed sea transport system.

-- Ifitlude the Maritime ﬁ.dminisf:atiun within the Department of

Transportation.
_ y | : . . . ] ! 5
3 - - --'Establish a study commission to examine thie capacity and competi-
. tive position of the private shipbuilding industry. This study

should provide a better factual basis for future maritime -

Progralns.

I cannot urge you more strongly to give this program your swiftest
consideration. oy s

The need for action is imperativel..

W
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-~ A substantial part of our merchant marine is obsoclete; much
of the t'nnna.'ge is World War II ships that are rapidly approaching

the end of their useful lives. TAL .

. \
- == Much of the remainder of the American flag fleet is outmoded

and unproductive.

-- In contrast to earlier days, this Nation's foreign trade is substan-
] . [

tially carried in the helds of ships flying anédther nation's flag; :
in '.115‘56, the U, S, -flag share of this trade fell tu. a nelw
low of 7 percent. |

-- Federal maritime subsidies have grown from $65 million to.
more than $400 million a year in the pla.st 17 years -- yet, the
fleet wl'lniv:h these subsidies sgppnrt relies increasingly on
Government-generated cargoes and carries a declining portion

"
- . =

of cur commercial trade.




-=- Full exploitation of recent advances in clﬂnta.innr technology--
this completely American innovation which hc;;lds great promise
for the future of the m_aritimt: industry -- may be denied to our
- _industry bBecause of restraints on t;,L.l.:; ability of our operators
to acquire modern tonnage.
. ==In .t-he 1930's, our foreign commerce was iar'gely made up of
r
manufactured'a.nd processed goods carried in cargo liner vessels.
I'I"oday', more than 80 percent, by tonnage, of our foreign trade
is comprised of dry and liquid bulk cargoes. Yet, we carry un_ly
3 percent of bulk trade in U.S. bottoms.
-= Opening of the St. ILa.wrtm:c Seaway has ::rea.ted:a fourth sea
coast on this Nation's borders -- the Great Lakes., Yet, this trade

- route, which reaches into the industrial and agricultural heartland

- W & T . 0
- .

of our nation, depends largely on foreign flag service.

—
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-imprava the prc;li'-uc.th-ity_ and, thereby, the prosperity of the Ame rican,

e

-

Federal programs designed to strsﬁgthen our maritime industry-

have been studied exhaustively in recent years. Every alternative for

solving the vexing problems which pla.g;.m this industry has been discussed,
B - J L] i

dissected, and debated in Government councils and in public forums. The

conclusion is clear that our present policies have not induced the proper

-

response from the industry, the shippers, and the pubiic to cope with the

changes overtaking the industry.

-

Yet, our evaluations also demonstrate convincingly that massive

-

& -

infusions of Federal dollars will not solve this industry's problems. Government'

&

role is secondary to the ability of our free enterprise system, re spnnding to

the inducements of private profit and within the constraints of competition, "to

-
-
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But ilﬂr.}ve rnment support can provide the incentives which will lead
|

the maritime industry to achieve the goals of a truly new maritime program.

-- Make available incentives that will bring to the maritime industry
-more of the talents of American business, more of an appetite

and a capacity for competition, more of an attraction for greater

®

and more productive private investment.

- P:r_uvidﬂ"the incentives necessary to restore the confidence of

. i
-

management 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 will lead to more economic and efficient

service in the movement of our foreign commerce.

T g m—

——
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-- Provide the incentives which will strengthen the capability

of this industry to respond to all of our national requirements.

FeE -

The course I la];r before you for revitalization of our maritime

industry is not, however, without its grave and continuing rg5pnnsibilities

i

for all concerned. I must most solemnly emphasize that the success of
E i ¢ : .

‘ this program depends on the acceptance of three essential conditions.

. We cannot tolerate the dissipation of Federal Bubsif:l}f dollars through
excessive price inflation in any corner of this economy. For that reason,
the first condition is the recognition of all responsible parties -- the ship-
building industry, its component industiries, and labor -- that the ships to

be provided under this program must be supplied at reasonable prices and

* on st:h'eduls.

——
— b
———————— L




The next several }ra-a.rs will be a testing period for the industry,

to demonstrate that it can meet the demands of an expanded merchant

L

fleet -- both in competitive construction and competitive operation.

We intend -tu aid the American shipbuilding industry in fulfiiling

its capabilities. I prnpns'& a study commission to determine how and in

-

L]
what form shjphc.—:unstrué:tinn subsidies can enhance the contribution. of the
‘.

i St
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industry to the security,-grnwth, and prosperity of our nation. This

study commission will have several tasks:
-= IC ﬂill analyze the shipbuilding :apahilikies of
the industry, and those which are needed to meet national

interest requirements. i ol T

o ——

e ——

== . It will consider what should be the national interest
requirements for maintaining, undér"Gnuernment support, a properly
determined level of commercial and defense ship construction and

r

repair capabilicy.

== It will !ualua;e the contribution of the industry to the
U.S.'bal&nce of payments and to the national economy.

== It will analyze the shipbuilding industry's capabilitcy
to compete within the broader framework of U.5. industry for needed
addictional capital, skilled manpower, anﬁ management resources.

-= It wiil consider how improved iﬁdQStrial technology and

- .
-

management techniques can be adapted to the domestic shipbuilding

- . + -

industry.
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. marine for modern tonnage. : !

. 13

I am confident that this study will provide the basis for an Expandéd.
cooperative research effort between industry and Government. It will, I
believe, crﬁate the guidelines nﬂ:&ﬂﬂarf to promote the competitive position
of the industry both within the domestic economy and with respect to foreign
shipbuilding anmﬁetitian.

if, howeger. the ship construction industry cannot respond to the

needs of U.5. flag operators for economical ships, delivered on schedule,

¢ !

then we must re-assess the curre:tnesﬁ of our approach, ‘and, if necessary,

we must seek alternatives to meet the d&pﬂnds of the American merchant

rd

But this is not all which must be done.
If the U.5,. merchant marine is ta respond to the needs of the American

shipper, both management and labor must work closely to eliminate the frequent

interruptions in service caused by work stoppages and cooperate in efforts to

| !
stabilize cthe industry's wage costs.

i ; |

| -
Recent history of escalation of these wage costs can only be described
as distres;ing. A series of 1qbnr-maﬁ333m¢nt agreements, negotiated in

at
=




_ o I . .
|
1965 and designed to assure a stable relationship, have proved in

practice to be destructive of the original intent. Through a series
nflaqbitratinn awards, ENPIUEMEﬁtiCHStS have e;calated far beyond the
;riginal terms of sentlfmnnt. "This has created a situation which, if
allowed to cnn:in;e. threatens to bring the-indUSEty down in economic
ruin.

The public interest of the entire shipping and consuming public

is at stake in thiaJunfartuna:e series of circumstances.
-

First, escalating employment costs in the maritime industry have
a direct relationship to Federal expenditures through the operating-
differential subsidy program and defense shipping costs.

Second, spiraling wage costs in the light of foreign competition

will have a direct effect on the future growth of U.5. maritime industry--

and its abilicy to gain competitive standing with the other fleets of

the world.

R —
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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 industfy must, without

- question, go hand-in-hand with the rational development of a maritime

policy looking to the future growth of the industry. It is incumbent

on the industry's mé;agemﬂﬂt and labor interests to resolve jointly
the wage escalation issue in advance nf‘fny extensive Congressional :c*-
:l&eratinn_nf measures seeking the achievement of this objective.
f
Therefore, I urge that the parties involved recognizé their mutual
1nteréstlin the quick settlement of this problem, and that they 1nitia;¢
prompt Fnd meaningful discussinn; te bring it to an early solution.
‘- **i‘:\t*l*
There is yet another and important nﬁnditinp 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 Transportation Act, I stated

that in a few respects it fell short of our original hopes. Specifically,

it did not include the Maritime Administration. I expressed the hope
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that the Congress would re-examine its decision to leave what must be considered

&l

. vital transportation activity, alone, outside the jurisdiction of this new

Department.

Today, I am transmitting to the Congress a reorganization plan which would
transfer the Maritime Administration to the Department of Transportation.

I do this for good and spéciflc reasons:

CY

We cannot afford to continue the isolation of this important component of our

transportation system from the mainstream of the new technology and promotional

support which the Department of Tramsportation now provides to other transport modes.

i ' ' '

.uttHE_t, all Government transportation programs and their problems must be dealt

with as a whole, instead of on a piecemeal basis, Because the Department of Trans-

portation was created to promote a more efficient national transportation system,

LY

the transfer as proposed in this reorganization plan should be accomplished as
quickly as possible,
This reorganization plan will assure that ocean shipping receives increased pro-

motional recognition in top policy. councils of the Executive Branch and will provide

an independent status for a newly-created Civil Maritime Subsidy Board needed to

.ssure fair and objective review of matters upon which it must act.

In addition, this reorganization plan would pruvide.ﬁe with che authority to

-
"
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| shape a more effective administration of the Cargo Preference

Act. I am fully convinced that consolidating the administration of the
. preference programs is in the interest of increased Government efficiency

and greater-effectiveness. - .

* & * % % * %

The major difficulty which this Administration has experienced in the

gelection of a solution to the many and increasing problems facing the
maritime industry has been to balance the public interest concern for

KA

the sound exEFndi:ure of public funds uiFh_the legitimate iﬁterests of
2 management and labor who stand to lose or gain from Ehe outcome, Clearly,
' ‘nn nc:e;utn;h Government program cannot meet all the needs of all grnupsl.
*
* . But I believe all interests can and must agree that t'heirl.l:nm:nun objective
is building a strong maritime industr;_gr to serve all our natfonal needs.
I believe this program meets this objective.
The level of subsidies I am proposing is a suhstantial increase owver
—the recent average of some $110 million a year.. The level of ship con=
. struction made possible thrnﬁéh the proposed annual appropriation rate of
5260 million will be the largest peacé:ime '

commercial shipbuilding program ever mounted in the nation's history.

. - A key feature of U.S. maritime policy to date has been to sustain

a nucleus of shipyards, shipbuilding skills, and related ‘component industries

[3
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o
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to meet emergency needs. . a
of course, major reliance for continued maintenance of this capability
will depend.mainly on Naval work which accounts nationally for about 80

per cent of Government-sponsored work.

"However, the level of shiﬁ construction subsidies in my new pfngram

i
* 4

will serve to increase greatly the productive skills necessary to

commercial shipbuilding and to assure this Nation an adequate and )

-

efficient commercial shipbuilding capability.
: ;
This expanded level of ship construction work provides the essential
inducement for shipyard modernization and for the best which America can

offer in improved industrial technology. Only if this occurs, can the U.S.

shipbuilding industry adequately serve the replacement needs of the U.S.

merchant fleet for high performance, competitively-priced ships.

Relacted to this, I propose legislation to:

== Allow construction subsidies to be paid directly to
! =
shipyards. fhis will pe:ﬁit them to assume a more responsible role
| . ; .

in éhe design and development of neir vessels.




*
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| g ! = ; = ;i L 3 ._ : 2
| . I - == Permit, under certain circumstances, the use of negotiated

pri‘.cés which have been successfully ul.:ili.zed in foreign ahipyardls_

| ; .
| i : :
ot
.== Provide for.pericdic determination in advance of shipyard
| I i .

= | | ' : ;
subsidy rates for fixed periods and for different ship types.

Ko IS o ] - '
. : . A |

* % * Kk k *

&

We must recognize that in the mar:l.thime_industr}r we are now on the -

o "

* threshhold of important developments of new ship concepts and systems

" of operation which may demand radical l:'hqng:e. We must be aware that

.

.- today's conditions provide the opportunity for timely experimentation.

We should not be timid. _

Although it has sustained an active and modern fleet of high-speed

 1liner vessels, the present system of ship operating subsidies is clearly

in a need of reform. The reformed subsidy should extend befrond ‘those
who now recelve subsidy to operators who are now non-subsidized.

In recognition of the fact that these new systems can radically
change present ;n't:m:I:l'.:t.:lzs..lI however, their wnr'l-r.a-l:rilf.':l:]l: should be amply demon-

l strated before any final commitment is made. K, e _ R

M
T
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Wicth this in mind, I propose legislacion to pémit 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 systems and

can establish new Govermment procedures which will eliminate complex and costly

s administrative practices.

L

Today, bulk cargoes constitute more than 80 per cent of the total tonnage

: '
‘yof U.S. export and import cargoes. U.S. flag vessels in this trade are old and

.naffini.ent and add about $80 million a year to the Government's transportation

L

costs for moving foreign-aid cargoes. Yet, the availability of these Government-

generated cargoes to this component of the U.S5. merchant marine is essential to

"its continued existence. Therefore, I do not recommend change 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 give appropriate emphasis to this component of the fleet.

——

——E e
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I also recommend 1Egiﬁiatinn to suthorize new operating éubsidy

e
"

ﬁrnpusals for bulk carriers so they may compete for commercial cargoes

as well. The combination of these support features shﬁuld assist the

'déwelnpment of a substantial U.S. flag bulk fleet of modern tonnage.

The National Defense Reserve Fleet established at the end of World
War II, has serviced us well in two major emergencies and has effectively
assisted during pérlnds of crisis by maintaining more stable rates
i

in the world shipping market. Measured against other alternatives, this

it

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 Reserve Fleet by conversion of a

certain number of unused reserve t:nnPIShipu into "jumboized" general

cargo ships. The size of the reserve fleet program I contemplate will

|
depend on the extent to which the levels of ship availability can be
worked out with active fleet operators.
2 I 4

' -
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_. ‘Replacing modern, expensive ships require's large amounts of capital.

i
At present, certain ship operators can defer taxation on funds set aside
for this purpose. The question arises as to whether this privilege cuuld.
be extended to other operators without undue loss to the Treasury or whether

a different system adaptable to the needs of all.components of the U.S.

merchant marine might not be developed. On an interim basis I propose that

.

capital reserve fund privileges be extended to those liner operators which

. . become eligible for construction and operating subsidies so that they may
' - :

=

.cmml:late the needed capital to replace their obsolete fleet. I also have

directed the Secretary of the Treasury and the Secretary of Transportation to
‘ |

study the continuing need for reserve funds under today's economic condition
|

,and to imreslr.i.gate the feagibility of diract subsidy alternétiueu to this
indirect form of subsidy. With an eye to the possibility of future legislation
on the matter, I have asked them to give me their recommendations within six
months.

As our transportation system must be conceived, built and operated as a

.nle,. 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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the Department of Transportation will permit use E}f the

R —————

research resources available to the Secreltar]r of Transportation in pri:;-

moting resanﬁtch in the maritime field. | To assure that these prugran-:s receive

the increasing attention they deserve, I shall request appropriations of some

|
$25 million |Ia:muatll;.r for increasing both basic and applied maritime research
H | L

| | .
| ; | %0 4 :
activity, including ship operations, port facilities, ship design, and con-

struction and maritime systems. Such research is to be integ_i‘al:ed into the

Department of Transportation's broader research activities.

. We must continue to push back the frontiers in nuclear ship deuelqpmenl:.

As part of this effort, we shall l_aunch 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 and 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 ship development program, the SAVANNAH will be continued in operation

.ur as long as she is needed.

% %k k &k k& & % % k%



For its time, the Merchant Marine hnt;nf 1936, was a remarkable
accomplishment for the prnmutian of our national security and foreign
trade needs. And, for a cungideréble peried, it withstood the test of
time weil. But the world, and this Nation's reole in it, has greatly
changed since 1936. We face new problems. Ewvery day in every fleld;
we are cnnfrnnted-with new challenges. In few ar?as is LBE need for

responses to these challenges as urgent as it is in our maritime industry.

I believe that the program I have set before you will meet these

[
]

challenges and meet them effectively. It; aim is a ;artner relationship
between the Gnﬁernment. the industry, and the men_whu labor in cthis
industry, to see and make sure that America's merchant fleet is
restored to the pu&#tinn of high prestige, efficient operation, and
technical supremacy -- second to none =-- which 1t.shau1d and itlmust

occupy.

S )




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 consclidated; 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 suggest
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 ELIZABETH 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 changing 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 tothe President to what he
puts in his messages.



== 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 this was the best way to
handled reorganization.




. Outline of DOT Proposal

September 22, 1967

* BSection l--Authorize Appropriations FY 1969 - 1973
~$260M/yr construction differential subsidy
-$25M/yr research and development
= Authorize Appropriation FY 1969
=530M 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 & 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).

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,

.'L * Section 5--Changes CDS computation from present ship by ship basis to a ship

* Section 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--Extends 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 wvessel" to permit replacement of
vessel when in the "public interest" rather than physically or
economically obsolete. This eliminates possible conflict with
0DS criteria.

E1R

EAN * Sectionll--Repeals Vessel-Exchange-Act.

Section 12 -Extends Secretary's authority to prescribe methods of record

r'i* -Sectionll--Technical amendment-related to Vessel Exchange-Act—repeals
keeping to new Title XIII (Experimental Operating Subsidy).



Section 13--Extends limitation related to ownership of competing
foreign lines to Title XIII subsidies.

Section l4--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 obligatiom
" re $25,000 salary limitation.

Section 1l6--Extends prohibition re participation in agreements discrimi-
nating against U.5. 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 CD5S 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 19--Technical amendments to Atomic Energy Act re title to
200 inventions and indemnity.

Section 21--Permits use of capital reserve funds for nuclear cores.

Section 22--Removes 67 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 private
shipbuilding and report in 3 years.



= a

!
i

I ) ?:l.__l'.‘l

Bureau of the Budget Views on Maritime Program

SEP 22 1957

Deputy Under Secretary

Secretary

In discussions yesterday with Walt Boehner on the legislation before the
Bureau of the Budget, he listedthree items which he planned to bring to
Echultze's attention. These are as {ollows:

== Financing reserve flect upgrading -- The Bureau feels that this
program should be financed out of the Defense budget. At present
the maintenance of the reserve fleet is {inanced cut of the Maritime
budget. 1 indicated to Bochner that we had no strong feelings on thi
issuc and would rely upon guidance from BOB/DOD discussions.

|

-« Tax free reserve funds -- Bochner plans to discuss with Schultze

BOB probably will not take strong position on this question but will
rely on Treasury.

=« Nuclear Ship program =- Boehner indicates that cod of land base
reactor has gone from $100 to $200 million and will recommend to
. Schultze that the ALC portion of the nuclear development program
be deleted.

Reynolds of Labor is still pushing for some kind of Presidential comrmitt

the range of considerations based upon Treasury/DOT discussions. |
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For your information, Matt Nimitz in the White House indicated to me ﬂnqm_

take a look at the labor/mianagement eituation, particularly with respect
the "me-too' clause.

| . Paul L. Sitton
PLSitton:kam 9/22/67

cc: Mr. Sitton
Executive Secretariat-3
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UNITED STATES GOVERNMENT DEPARTMENT OF TRANSPORTATION
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QFFICE OF THE SECRETARY

o OCT 2 1957

In reply

White House Meeting on Maritime refer ton

1467

+ Deputy Under Secretary ,‘Pr

1 Secretary JF”M gﬂ?"‘

O

Z

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 desired a program as quickly as possible

so as to quiet political problems. Ewven if program is delayed until next
yvear, 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
thissssion, the House and Senate leaders will carry forward with their
threat to enact their own program if the Admini stration 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
message contains alternative language on how to handle this problem. Under
either alternative, Administration leaders should sit down with Meany and
the maritime union leaders to urge on early resclution d 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:




- Financing Reserve Fleet. BOB may wish to shift financing of reserve
fleet upgrading to DOD. This is not a critical issue; 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
reserve 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. 5. flag
operators, both in the domestic and foreign trade.

* Nuclear Ship Program. BOB does not want a program including AEC
cooperative research on advanced reactpors,. 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
BOE approach means more cost to the Government.

* New Subsidy Systemn. Our proposal makes 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 new 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 message 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




@ :
substance, We have included in the bill an exemption from the "Buy American"

Proﬁsion 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 desires.

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 waild not get us all
the reforms we wanted, it would bring MarAd into the Department and
would bring reforms in construction and operating subsidy systems, and

cargo preference areas. A delay until January leaves us vilnerable to
further pressure for bargaining by industry and labor.

-~ He could initiate a strong public relations campaign to convince the

country that no action whatscever was needed on maritime matters
this year.

We believe some statement by the President is essential now.

..( he neither sends a program nor convinces the country of the lack of need for a
program, thethe Congressional people involved will amost 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.

1 Sitton

Attachments
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. Agenda for White House Meeting -- October 2, 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 to 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.5. 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 advance 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 pr program would also give
you discretion (through the Board) to extend the present capital reserve fund

idea to the now-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 amount.

Operating Subsidy Extension: HNew liner operators (70-80 ships initially) and bulk
operators (no ships until some are 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. HNo U.S5. operator wants a new '
superliner —- AEIL is getting ready to refuse to operate their three (Comstitution,
Independence, Atlantic -- 1500 4+ jobs -- which lose money after subsidy. This is
very sensitive information)after the end of the Fall season this year. l




2,

‘t Lakes Study:  The squeaking wheels in the Great Lakes situation are
ports (like Teledo, in Ashley's district) that would like more Defense
cargoes to move through their ports. It is probably going to be relatively
more expensive to move, through these ports in the future due to the efficiency
of containerized movement through East Coast ports. There is no shortage of
foreign flag liner service for commercial needs in the Lakes, Possible solutioms:
1) Send more Defense cargo through selected ports, regardless of cost. 2)
Assign one operator the Lakes as "his Coast,” with freedom to roam the rest of
the world. 4 ;
A
NDRF: Defense (Enthoven's people) now would like to do.a pilot program of
AP-5 conversion, or have the flexibility to do a pilot program to construct
a few new austere ships of the Elohm & Voss type, to be put in the fleet. Who
funds this is relatively unimportant -- we think it ought to be -in our budget,
analogous to other tramsportation resources.

FDL: DOD (Enthoven) said they would like a boost for this in the message.

R & D: We will have some trouble effectively pfagraming $25 million on
Maritime R & D in the first year or two.

Nuclear Ship: BOB wants to drop out the AEC Research program.

Shipbuilding Study Commissiom: 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.5.
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‘TREASURY DEPARTMENT

: i WASHINGTON, D.C. 20220
ISTANT SECHETARY

Dear Mr. sitm: ' SEP 271957

Thank you for your lettor dated Septomber 14, 1967, in which
you indicated thot Secrctary Doyd is prepaved to concur with the
Treasury in opposling further extonsion of existing moritime tox
shelters, We are glad to heor thot the Depertment of Transportation
shares our concerin regarding proposals to extend these tex privi-
leges.

We have elso noted that 1t is Secretary Boyd's view that the
four presently non-subsidized liner operstors who will be brought
under direct subsidy by the proposed maritime program should receive
the same tex privileges es are accorded the 13 liner operators which
ere presently rccelving direct subzidies, It appoers that extenaion
of tex privilegea to these sdditlonal four firms will cost approxi-
mately 48,400,000 per year in lost tex revenues,

We believe that tex incentives ere an inherontly inefficlent
method of eiding the merchant marine end would be opposed to eny
Bignificent extension of them. Xevertheless, we realize that if
existing tox subsidies are preserved, it is difficult to deny
glindler gubsidies 4o o for edditlonsl firns wideh sve in preclsely
the same gituetion ps fims vhich elready receive tex subeidies.
Hence, although we would prefer to avold eny extension of existing
maritine tex subsidies, 1Y thet 1s possible, we are prepared to sgroe
to & minor extsnsion of those subsidies for ressons Just outlined.

These tex provisions are not a part of the Intemal Revenue Code
and have not been passed on by the VWeys end lioons Cormndttee. It moy
well be that thet Committee will, et some time, wish to examine these
provisions, in which event we might be called on to reappraise the
entire {ax subsidy progrma.

_I hope that you find thzse commenta to be helpful.

Bincerely yours,

Btanley 5. Surrey

The Honorabhle

Peal L. Sitton

Deputy Under Secrotary
Departueent of Tronsportation
Wesghington, D, C, 20590
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Aspistant Sacratary for Tax Polley = _ _ G2
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V/ashington, D. C, : e o -

Decr Mr, Surroy:

Recently, I met with rmamhore of your etaff to revisw the gencral
question of tax sheltere available to the maritime industry. The
fssue of eotending capital reserva fuond suthority wos raicod by
Congrassional roarithio leaders in recent convevcations with
thom on niaritime program propozals upder etudy in the

Admind ﬁti.'ﬂﬁ-l:v-h. R '
Transportation
recognizer Trensury's concern over the extansion of cnpital
repsxve fund priviloges {o eomponsnts of the maritime illu'l.l-"ti oy
not eligible under existlng law,

I havs discupsed this question in further detail with Seeretary
Boyd and he is prepared to concar in the Treasury position of -
opposing furthar extonslsn of tox cheltare to othor campdnante

of the roaritime industzry. Howevsr, he believaz that the prészatly
non-subsidzed lizar opeorators who W;'ﬁl ke brought under nh'!u.i.ﬂ}r
by the proposed maritime program (States Marina, Isthonian,
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.r the past several months officials of this Administration have worked

diligently to develop a workable 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 Comgress to achieve a concensus
on a program which would serve these ends. We had quite recently reached
the puiﬁt at which a program -- although lacking many of the policy reforms
thdt we feel would be highly de:ai:_:ablé -= could be sent to the Congress for

its consideration.

This program would have entailed additional expenses of roughly $300 million
per year. I regret that in all good consclence I can not send to you this
year a program of this major magnitude. WNational priorities require that
.nlutnly overy prng'r.un. that can be delayed or that is mot imucdiately wital
to our national welfare be cancelled or held un£11 the current fiscal situation

is eased.

Recent statements and actions in the House of Representatives clearly indicate
to me that I Hﬁuid.nut be exercising my fiscal responsibilities if I submitted
a program requiring major expenditures at this time. However, I would like
to assure you that the Administration's concern for the merchant marine and
the shipbuilding industry and for a comprehensive maritima program is wvery
active and that we are speaking of a delay iIin this program rather than a

diminishing of our interest and strong sense of concern in this area.

— o SRR




I am sensible of the effort being made by the responsible union leaders
representing the vast majority of maritime labor who are, together with
industry management, working to solve the problems posed by the dgstfuctive
escalation of mnritimﬂ-wégﬂ costs. I hbope that their_eff;rt meets with

- full success and that when ﬁy prograﬁ'is submitted to the Congress it will
, =

be recelved ;ﬁﬂ;nﬂt a background of labor stability and responsibility.
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MEMORASDOM FOR THE PRESIOENT

SULJECY: Mariti=me Pali=y Pronosals

The S-year maritlsze progrsm on vhich egpreexent was reschoed with "“ammuse.
Bartletc, Gaormatz and Downinz calla for asmual exponditure incrucses on

tho order of $370 nillion sbove prezant $490 =(llisn,
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Cnly revaining disapreament {s Reaserva Fund fcsue,

Mardd into DOT. We have recaived ne cormibtment from them on moving
- MardAd inte DOT — although Wagnuson recognizes closo tie-in between
thls issue ond the program. Carmstz deessn’t.~—Tn debate in House
on independent Maritime Agency bill he sald ho dido’t know White
Fouse view, It is Important that you'make it clear to hi= that
j roviag Mardd te DOT will be a key eleosat of any program you send
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. 11/13/67

MEMOBANDUM FOR MR. SITTON

SUBJECT: Congressionally Sponsored Maritime Bills

I have made a very hasty comparison between 5.2650 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 milliom.

==0ur provision for use of foreign built containers is not
adopted.

-=0ur proposal to Expreasi}r restrict nuclear powered ships
to Title XIITI subsidies is not adopted.

ifs not adopted --the 5 year limit is retained Nor has the
bill picked up the discretionary authority for the Secretary to
apply Title VI limitations on Title XIII subsidies.

. ==0ur proposal to open end the Title XIIT experimental subsidy

; ==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 wessels
and fishing vessels,

G. H ck Bursley
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Summary of Substantive ﬁifferences Between
5. 2650 and the Administration's Proposed Maritime Bill

The Administration bill contains a provision (section B)
authorizing the purchase of foreign built containers. 3. 2650
does not contain this provision.

In the new title X, the Administration bill proposed to grant
npe;ating subsidy to nuclear wvessels 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.

The Administration bill contains no time limit on the new
operating subsidy program. 8§. 2650 would limit the program to
five years on an experimental basis (section 1301 of section 20).

In the event of a decision by the Secretary not to approve

-axtension 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. 8. 2650 would give the cperator the
option of receiving a contract under whatever subsidy system was
in force at the end of the Eive-year experimental period (section
1304 of section 20).

8. 2650 contains a new title XIV (section 22) authorizing the
establishment of capital reserve funds for operators of the non-
subsidized merchant and fishing fleets. The Administration bill

contains no such provision.
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1 - 3]
. Changes we want in our 'nm:'kaglr;t or in S2650 l}‘
1. Eliminate non-contiguous domestic from CDS availability [EE%ED only).
2. Call "CDS" by name of "Bhi_p}rard Subsidy."”
3. Reduce money to 5300 million or less (and set first year at 19707)
[Dorio builds ships if subsidy rate exceeds 55%].
&. Chanée page 2 line 5 so that instead of "reconstructing” reserve
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. BReview with Lud Hoffman and Carl Weir whenever I:he- wording on CDS
and shipyard contracts does what we want it to--but a workable
solution--will it really work.
" 7. Can "FLR" be mfe tightly defined on page 5 line 19.
. B. FKeep in our proposal to buy containers abroad which was taken out
of 52650 (page 6 line 17).
9, Drop non-contiguity in 52650 page 11 line 22-23, :
10. Change 1007 of 52650 back to limit Nucleus to Title XIII subsidy.
11. Can't we get rid of 605¢c some way?
12, Review and rewrite and use DOT version of Sec. 1304 relating to
operators options at end of experimental period.
13, Add to part on ship building coomission, page 20, line 2, a
statement to give them the duty to determine the
of various levels of _fureign conatruction of merchant wessels on
our shipyards and our B of P.

14. Eliminate Sec. 14 of 82650 or at least 1402 (and 1403, 1404, 5, 6

. on reserve funds. Defer to Interior on Fishing Vebzel?



15. WVrite the "Respond" program into the bill in detail,

16. Eliminate immediate subsidy to old PUSL's.



Maritime Program Leglslation in Congresza DEC

Deputy Under Secretary

Seeretary

We have started to receive inculries on the Depavtement's position on

the Bills iantroduced by Magnusoa, Garmatz, et al.

EONCUREENCES
BYMBOL
Y
.fﬂ Hg L7
T, BYMD3L
T T

DATE

RTE. STMBOL

Oa Thursday (11/16) wa sent the follevlng to the White House for p'ua:rih T

use In the Friday press conference=--1t was not used:

Maritimoe Prorram.

Senators Mrouuson ond Bartlett end Congressmen Carmatz end
Dowaing on Novenbar 9 announced their mevchant marine program
which would provide minimum construction for 30 to 40 ships

a year at a cost of §$300 millien,

Theve wlll likaly be a

questfon ag to (a) is the Preaideat supporting this program,
. : (b) when, 1f at all, is the Prosident going to submit his own
werchant maviae program? Pechaps the bost answer would be for
the Presldent to express the hope thst cace the budgetery sad
the tax cuestion before the Congress are vecolved then =t chat
. time there rhould be an opportuniiy te move forward with the

type of a program which will meet the totzl needs of the merchant
marine iodustey.

DATE

e
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For your purposes I think the followlng statément would be sppropristay] ™masse

The Secretary of Tronsportation his been working with the
saritime Industry-~both management aad labore-in ettecpting
. to reach a mutunlly acceptable bosis for on {mmediate maricime

program.,

Wihile our current shipping needs sre beling et end

the Amarican merchant merine fs serving us well in Viet Ham,

the rapldly chenging situation=-naritine economlcs, coatalnerl-
gation, sutcmstion=--tizke a aecw program essential.

Preseat

prtiorities have prevented funding at an adequate level. Onco
the budzetsry and tax situstion is vesolvad, we c3n agsin go
shecd with tha dovelopment of an appropriaste progrém. The
current bills, which lecorporate meny polnts upon which the
Codgress end the Administrstioa are in agreement, will serve
as an cxcallant foundstions.,

Approved
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New Approaches to Maritime Policy
Deputy Under Secretary

Secreta ry-

At staff meeting Friday, December 15, I made references to a new apﬁraac
to maritime policy.

Bartlett and Garmatz will be under heavy pressure to push their proposed
maritime program early in the next session.
be the subject of considerable controversy by many parties.

The major points covered were:

Realictically we cannot anticipate any substantial increase in
appropriated funds during the 1967 fiscal year in support of an
expanded maritime program.

The needs of the U, S, -flag operators for new ships remains
critical and this problem must eventually be faced.

The prospects for successful non-subsidized operation by Matson
and Sea Land in the 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.5.-flag lines. :

An FMC decision on the Sapphire case has revived the program
alternative for getting new ships through combined use of Title XI
mortgages and long-term DOD shipping contracts.

Shipbuilding costs in U, 5, yards as indicated by the recent Lykes
bids reflect their full capacity and continuing disinterest in commerc

shipbuilding requirements of U,S5, cperators.

The dynamics of shipping economics -- as represented by the shift

to containerization and integrated transportation concepts necessitatep

substantial flexibility on the part of U, 5, operators if they are to sur

This Congressional program
The subsidize
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operators will oppose the experimental subgidy as providing to Government

& 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 percent and establishment
of quotas on basic commodities. 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 -pntential
maritime labor strife that may grow from 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
ih the light of changing conditiona.

A number of specific studies should be initiated immediately to prepare for
developpients in the next session of Congress. These include (1) a joint
revie® by Treasury/DOT/Commerce on the capital reserve fund issue;

(2) an evaluation in collaboration with DOD and Commerce of the Sapphire
approach for obtaining pew ships under U.S. flag (Title XI mortgages, plus

long=-termn DOD contracts); and (3) an updating of the material which we used
last fall.

Recommendation

Far greater DOT personnel resources need to be devoted to this effortif the
analytical quality of this work is to be satisfactory. 1 don't think we can

continue to rely only upon the three-man 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
staffl would also be beneficial.

Attached for your signature ie a memorandum to Cecil asking that he assume
this responsibility. You may wish to discuss this orally with Don Agger who
has indicated a strong interest in the maritime policy area and who legitimately
has an interest in ocean shipping.

Faul L. Sitton
Paul L. Sitton

Attachmant

e,

PLSitton kam 12/20/67 -- ce: Mr. Sitton, Mr. Mackey, Executive Secretariat-1
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this effort. i

JANS 1968

MEMORANDUM FOR

M. Cecil Macl;ajr
Assistant Secretary for Policy Development

SUBJECT Maritime Affaire

As you know, principal responsibility for maritime policy formulation
in the Department has previously been assigned to the Deputy Under
Sacretary working with Ira Dye on your staff. During the coming
session, further sustained legislative activity can be anticipated to
move the Bartlett/Garmatz legislative proposals forward. While
elements of that proposed measure would not be inconslstent with

the Department's approach to maritime promotional programs,

there are many issues that remaln unanswered. Changing economic
conditions of the industry combined with the tight budgetary limits

on subsaldy, further complicate our efforts to provide program alterna- |

tives in support of the U, 5. merchant marine. Increasing pressures
will be placed upon the Administration to come forward with a program
to replace gbsolete vessels with new veasels that can compete under
new shipping concepts which are rapidly integrating ocean shipping
with other transportation modes.

I believe that we should institutionalize responeibility for maritime
policy in the Department's organization structure. To this end, you
should aseume major responsibillty for maritime program formulation
and provide the staff support needed to respond to demands placed upon
ths Department during the next ecsslon of Congress,

As needed, the Deputy Under Secretary will continue to work with you
to provide the necessary continuity. You also should work closely with
the Assistant Secretary for Internatinnal Affalrs and Special Projects
to the extent that his assigned responsibilities require coordination with
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UNITED STATES GOVERNMENT DEPARTMENT OF TRANSPORTATION

& QFFICE OF THE SECRETARY

Emamr‘rdum 0_1“
J M opate. January 22, 1968

-

-

I re
sumect; Maritime Program 2 rafer f

e Lot
X Tl
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FROM Deputy Under Secretary

™™ .+ Becretary

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
the issues. We covered most of these Saturday morning:

3

==Sharpening the labor-management issue in the light of
@ . additional escalations of wages, i
' b § ==Adjustment of the budgetary level from $260,000,000

to $300,000,000 for CDS.

==The timing of the Maritime Message vis-a-vis the Cities
Message, i.e., the MarAd reorganization plan and the
transferring 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. R R



==-Dztailed 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 . ton



Janvary 20, 1963

HEMORARDDM FOR HATTHEYR WIMETZ2
Subject: Marltime Message

Attached is a maried-up copy of the maritine messoge reflecting some changes
we think should be made, principally brought about by the passage of tioe
oince last Fall.

Thare are peveral issves on the maritime program and message that should
ba discussed between Alan Boyd end Joe Califano at an early tize.

- t.ewl of ﬁ ropriation == Sem. Magnuson's Bill proposcs a level
n 03 conpared to our earlier figure of $260 million.

m to cost escalation since last Fall, we can probaobly only

get & nix of about 25 ships for the 5300 million. The $260 aillion
would buy scuething arcund 20, We will need about two weeks

to refine these estizates end to run out gone batter cost

figures; in tha meantize, the 3300 millien figure should go

in the sessaze and no mention of numbers of ships, We have

so revised the message.

Algo related to this is a proposed change to tha messaZe to
direct DoT and oD to do a study of the I=pact on the ship-
building indusiry of the large future Navy buflding program
plus our progran in terns of price increasecs, ete.

== Labor Problens -- On pate 25 of the original cessage we men-
tion that wazes In the industry have risen 20 parcent in two
years, At the present time, this figure is 33 percent, rather
than 20 percent. There s & further labor lesuer A juris-
dictional dispute between Paul Uall's vnion and Jesse Calhoun's
MEDA over a new rating of "apprentice engineor™ has tied uwp
Delta Steanship Lines for some weeks and may well force them
out of the shipping business If it is prolonged. The issuve is,
in view of these recent changes, shouild tha President make a
stronger, more publie intecest-oriented staterent on maritine
labor management problens? This matter will meed personal dis-
cussion betweea Joe Califano, Jim Reynolds and Alan Boyd.




== Additional Substantive Items in the Progrem -- There will be
goae relatively mipor subsztantive items reflected in the
lezisletion and mentioned in the message. First, Defense
would like sonme more cophasis placed on their "RESPOND™
progran, which insures shipping availabllity for Defonse
needs. Second, both we and Pefense would like to put some
emphasis on the use of long-tern Dafense charters plus Title XI
insurance to assist with tha fleet expansion promotional progrms.
Third, we plan to remove the differcntiation between none
subsidized 1iner ships and trasps In the operating sudaidy
area. :

¥hat further contacts have to be made with fndustry and labor prior to
sending up the package? In our viow, those should be minimized.

We have not discussed the messafe with any of the other affected Depart-
ments or with the Durezu of the Budget.

This memorendua has not been seen or approved by the Secretary, end he
will be in touch with Califanc, probably on Monday.

Ira Dye/bh: 1/20/68

Paul L. Sittem

cc
Mr. Dye
yz. Sitton
10
Subj File

Mr. Matthew Mizetx

Staff Assistant to the President
The vhitz Pouse

Vashington, D.C.




Form DOT F 13361 {1-67) : ;p\} .
UNITED 'ST.P;TES GOVERNMENT : / DEPARTMENT OF TRANSPORTATION

J 400 OFFICE OF THE SECRETARY
emoranaum
oare. JAN 25 1964
In reply
SURIECT, Telephone Conversation with Charles Zwick raler 1o

(BOB), Thursday, January 25, 1968

FROM Deputy Under Secretary

™ :  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"

(Mr. Zwick's language). He reserved the right "to nickel and dime you"

as the programs come forward.

tton
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oAt
MEMORANDUM FOR
RATQ. BVMO0L
Honorable J"Jﬂﬁph A cnlifﬂ-ﬂﬂ; Jxs b T T T
Special Aspidant to the President
DATE i
SUBJECT:. TUse of Reorgonization Plan for Transferring Maritirno
- Functions to Department of Transportation 7%, srusat

s e e e -———
IHITLALS/ S 15,

The plan would (2) transfer maritime promotional functione tothe Socretipme—
{t) creoate within DOT & Federal Maritime A iminlstration headed by an
Administrator at Level I and a Daputy at Leval V; (c) establish a Civil [wesvaser
Maritime Doard within DOT conelsting of the Fedaral Maritline Adminletfator

n# Chalrman and two other appointive nmembers; and (d) include provirioy VAL,
on conflict of interest and interira appointments,

DATE

The reorganization plan approach is preferred to the altexmtive of legislltioamee

for the following reasons: ]
FHRATE - 3[-N

== The principal reason is tactical. Over 100 Congressmen have intrd-
duced billa to create an indepondont maritime agency. They are o
strongly committed to the Maritime Trades Department of AFL-CL
on this approach thus malking It questionable that leglslation ina

3
"RTG. BTMBOL

form acceptable to the Administration to transfer the maritime INITIALS/815.
program to DOT ceuld be pushed through in this seesion even with |
strong leaderchip eupport, BATE

== The reorpanization plan is preferred since it provides the Adminis{raticon
& quid pro guo in its dozlinge with the Cengress (1. 0., no tranefer §
DOT -- no woaritime program). If legislation were submitted it ie
Hkely that the Administration's bill would be amended either to (a) BaTE
seriovsly dilute the Secretary's control over programe; or (b) estallish
al independent agency. et

-- A reorganization plan permits the Administration to selsct the orgls e
gation princlples it desires to follow and to waintain control over fie

Form DOT F 1320.45 t4-67) OFFICIAL FILE COPY

- = — g = - — —_ - - e —— T T TR



internal structure of the maritime agency. Legislation would

undoubtedly be amended through pressures of special interest
groups ~-- including, possibly, greater independence bor a Marihn*a
Subsidy Board than is desired by the Administration.

“ == Thr mgh a reorganization pl,an. the Administration can control the
/ i number and levels of Pregidential appointments and establish
their subordination to the Secretary of Transportation for policy
guidance -- an ezaential ingredient which could be imperiled along
the legislative route.

-= The 60-day time period required to secure approval of a Reorganization
Plan provides critical leverage {or the Adminlstration eince it would
‘permit subeequent re-evaluation on maritime program levels and scope
if the Congress fziled to go along with the reprganization proposal.

The Department believes that a2 program of the size and gcope recommended

by the President should not go forward without tight and continued A<midd stration
control and an assurance that an expanded maritime program will be integrated
with all other transportation promotional programs unc’at a national transpor-

. tation policy admmismred by DOT.

&
'E -1_ Tlu__ E:"_;

Paul L. Sitton

PLSitton:kam 1/29/68"
cc: Mr. Sitton
Mr. Mackey [ Dye
Mr. Robson
Mr. Dean

- - —




Jé crefary

. President's Maritime Message
. (January 25, 1968 Draft)

Summary of Program

1
Proposes to

==Transfer (by a reorganization plan) Maritime Administration
to DOT. :

--Increase annual construction differentlal subsidy frnm 3110 million
to $300 million (5 year program).

==Expand scope (to include bulk vessels) and improve system of
operating differential subsidy by using a continuing authority
for experimental contracts.

=-Improve capability to meet shipping needs in a national Em&rgenc}r
($30 million pilot project).

=-Expand maritime transportation research to $25 million per yzar

{5 year program). MNot only to cover ship construction and opera-
i tion but also port development and facilitation of intermodal

. systems.

==-Broaden nuclear vessel development program.

-Jﬁatablish Commission to explore capability and competitive
position of the private shipbuilding industry.

In order to

--Develop the maritime industries' appetite and capacity for competi-
tion and attract private investment.

' --Eeatore confidence of management and labor in future of maritime
industries.

--Provide more economic and efficient movement of our foreign
COTMETCE .

--Strengthen capability to respond to natiomal (emergency) require- -
ments.

--Maintain high and stable employment levels.



. Will also

=-Rationalize administration of Cargo Preference Act. -

--Integrate ocean transportation into national transportation
system. -

~=Introduce flexibility into CDS system

--direct payments to shipyards.

=-competition among shipyards for CDS funds.
--gubsidy rates by class of vessel for fixed periods.
==standardized vessels,

--Encourage use of Title XI mortgages by use of long-term DOD
charter commitment. (This is now out of program.)

==Study place of Construction Reserve Funds in today's economy.

et =~possible extensions to other operations.
==-direct subsidy alternatives.

1] --Assess future economic prospects for passenger lines.
. --Seek ways to improve U. S.-flag vessel service to Great Lakes.
--Urge Fast Deployment Logistic Ship Program be reconsidered.

4 ==-Continue N.5. SAVANNAH in its role in overall nuclear ship development
program.

=-Study |[by Secretaries of Defense and Transpurl‘.atimi ez short-term
capability of private shipyards to absorb increased construction
-without price escalation and still meet reasonable delivery

schedules.

==-0rge labor and management to stabilize wage picture in merchant
marine, i.e., "Me Too" problem.
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SUMMARY OF MARITIME LEGISLATION
COVERED BY PRESIDENTIAL MESSAGE

FEBRUARY 15, 1963

- Also see attachment

1

$300 million annually for ship construction subsidy FY 70-74 (includes
defense features and buying in used ships). -

525 million annually for research and development FY ?D-iﬁ .
$30 million FY 1970 only for reserve fleet modernization

Total FY 1970 impact should not exceed $20 million in expenditures

ruction Subsidy Features

Separate rates for different types of vessels rather thau eaah vessel

|
Subsidy rates (reflecting difference of average U.S. and fnrelgn 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 pef
dollar" basis

Current procedures for CDS applications by opérator retained

Operating Subsidy Features

Present subsidized operators continue their current contracts

Authority for "experimental subsidy" system (alternatives dare under
development; others may be developed) which would pay difference between
operating costs and np&rating revenues by classes of operators

Provides greater flexibility for management decisions and pruvidea
incentives for reducing operating costs

Operating subsidy extended to bulk and tramp operators but would only
apply to new ships
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. -= Presently subsidized operators which gﬂvern'ncrll: determines should
T have renewed ODS contracts may elect "new" or "old" subsidy system

Muclear Ship Program

-— Besearch in nuclear propulsion
-~ Contemplate 2-4 high speed ships _ s

== Amount of momey open: estimate $100 M for ship construction

National Defense Reserve Fleet Improvement

== One year pilot program; build a few austere ships and/or coavert AP-5's

== Implicit (but not mentioned) is better management of reserve fleet :

Shipyvard Studies

3 == Three-year "Commission on Americam Shipbuilding" to study need for

repair +.... competitive pnsitiun S

' . Federal assistance to preserve national capahilit:.r for shipbuilding and

-- §ix members -- named by Sacretarr 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

- Tran;fer to DOT

—— Presidential Message makes transfer integral element of package —
just short of "or else"

—— BRestructure organization of MarAd and subsidy board

== Centralize administration of cargo preference

Expanded Research

-— Ship operations...port facilities...ship design...ship construction
methods...maritime-intermodal systems

2



bk - - 5
Rough Estimates of Maritime Program Costs

($ Million)

Shipyard Operating Cargo

FY Subsidy Subsidy _Pref, Research Totals
1970  $300 300 880 $25 . $605
1971 300 “210 70 25 l 605
1972 300 220 A .z; | .,' 605
1973 . -3na : 240 RO o 605
1974 300 . 260 4o e 65
Total $1,500M $1,130M $290M $125M  $3,045
5 yrs. - . ey

Note: WNuclear Package will probably cost about $100 M for ship
construction, in addition to the above.
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UNITED STATES GOVERNMENT d DEPARTMENT OF TRANSPORTATION

J OFFICE OF THE SECRETARY
.MEH‘IU?‘E naum .

SUBJECT .

FROM

Ff/ﬁ'.;p oatt:. February 29, 1968

In reply
rafer oo

Assistant Secretary for Policy Development

~Paul Sitton, Deputy Under Secretary
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
the Magnuson/Garmatz bills nor send witnesses to the hearings
until there had been some final resclution 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
issues involved in the pending legislation.

Charlie agreed wholeheartedly that it would be a mistake for any
part of the Administration, DOT, or MarAd to send views to 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 mumber 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. %ﬂ&*g

cc; Secretary Boyd



OFFICE OF THE SECRETARY OF TRANSPORTATION
WASHINGTON, D.C. 20550

oL

ASSISTANT SECRITARY

March 4, 1968

&

MEMORANDUM FOR THE SECRETARY:
SUBJECT: Maritime

1 talked 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
work for possible legislative action. Joe hopes to know by later today
what a possible schedule for introducing a bill will be. He apparently
had some sccond 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

q extent his willingness to turn loose of the draft is related to his finding
out what happens on the Hill this morning, 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 best judgment based on
unofficial sources is that it will be possibly a week or a week and a
half before the Committee is ready to go with MarAd on the 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 meet 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 the light of some
industry comments, Carl feels that the Committee is not likely to
start hearings on Friday and, furthermore, there is a Panama Canal
bill which he believes will take up some of the Committee's time the
first of next week. All of these things lead him to estimate the week
to ten days. He has been working on possible testimony in the event
that someone does have to go up which would generally support those
parts of the bill which are consistent with the program as the Adminis-
tration has been considering it, specifically excluding extension of the

., capital reserve fund.



Carl has had some conversations with Ray Murdock which bear on

the kind of legislation that is being considered. Murdock apparently
—told Carl that the bill in its present form was a bill for the subsidized
operators, Its prnhlt:m, Murdock said, was that it did not have any
priority written into law for an allocation of CDS tn the non-subsidized
npera.turé. Carl did not indicate any further spc:mflcs 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 package.

O

M. Cecil Mackey

cc:
Mr. Sitton
Mr. Dye
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March 5, 1968

MEMORANDUM FOR THE SECRETARY:

SUBJECT: Maritime

Joe Klausner called shortly before 9:30 this morning to say that
work on the Hill was continuing. Hall's staff is working with the ”
Committee Members and Committee staff to try to settle some |
details. In Klausner's view, the principal question at issue now
is whether or not the legislation they have developed will be intro-
duced in the form of amendments to the Garmatz-Magnuson bills
i 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
course he prefers. Ihave no strong feelings one way or the other
either and see no particular reason for choosing one over the other.
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 murnings hearings.

Klausner also said that he expects to hear some rather loud howls
from CASL when they see the legislation which is being proposed.
He didn't go into any details on this but it is clear fr-::-:ln what he
said earlier that the proposed priorities for CDS in favor of the non-
subsidized operators would alone be enough to raise howls., There
will undoubtedly be other things CASL will find objectionable also,

In 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,



N,

2

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 which he might ultirnately 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 three weeks ago, with the same set of hard decisions and the
same high level of uncertainty. ;

M. Cecil Mackey.

ce: ' g . : LR

Mr. Sitton
Mr. Dye

S aEg



sl

i
EL 4

o { NAME OF AGErCY < 3 PRECEDENCE =
: e ; : g
DEPARTMENT OF TRANSPORTATION ACTON: o OUTTHE v .
SECRETARY OF TRANSPORTATION w2 :
TIPE OF MESSAGE ki {1;"1,|F|{-l|.1:.:: = A i e
CLASSIFICATIONN E HNGLE D ] {1 STANDARD FORM 14 i:w":nac: I-;_-l':l;:"
D MULTLADDRESS ﬁ GSA BEGULATIOMN 74X-2023.04
.- D 1d-303
Trilh BOCK FOR USE OF COMMLIMNECATIONS UMIT T 1 X o
TELEGRAPHIC MESSAGE

OFFICIAL CUSINESS
| U. 5. GOVERNMMENT

MESSAGE TD BE TRAMNSMITIED (Use double spacing end el copatal lethen)

S e R T e A S

T el e e

THIS COL. FOR AGENCY USE

1wy,

L

JOSEPH CURRAN, CHAIBRMAN
AFL-CIO MARITIME COMMLITTEE

100 INDIANA AVENUE NORTHWEST
WASHLNGTON, DC

START MESSAGE ADDRESS HERE

WITH REGARD TO YOUR TELEGRAM OF MARCH &4, I APPRECIATE YOUR

INVITATION BUT WILL BE UNABLE TO ATTEND THE MEETING.

ALAN S, BOYD il e -
SECRETARY
DEPARTMENT OF TRANSPORTATION
¥
|
=
]
:
g et
=
E =)
-2
2 —
8 w
o f:J
—
¥

&

DRFTCR TP I/ PACKey

snoua WL 3

PFAGE MO, Ihﬂ OF PADES

WA Eawf s Ee RS e T IR G =W

b 1
2D TITLE OF QRGHATOR [Trpaj ORISmATOR'S T, MD. DATE AMD Tiraf FAEFARID
5. Boyd 3/5/68 12:00
ecretary of Transportation x25525 SECURITY CLASSINCATION
| ewrtily that thix message o official miu, I, Mk plmnﬂi'_":_:r:@"u. im the ind 1 of the Gav I
/"‘ -"'__...'_",.-'n _,.-u_.,.-f_.ls-—l-"h-_f
e I .r,-f"’ [Stmaten) T J



CZa0ll 518P EST MAR 4 68 WCO033 Dﬁ\

.nza PDF WASHINGTON DC 4 NFT
ALAN BOYD, TRANSPORTATION DEPT ; :‘.":
800 INDEPENDENCE AVE SI;IUTHHEET 'I'.'AEHI.JE ; ; f'.;g
WE Hﬁ_'UE RECENTLY FDRI'].E]'J_ IN THE MARITIME INDUSTRY A WORKIUG /J ~=
COMMITTEE WHICH CONSISTS OF AN OVERVHELMING PERCENTAGE OF MARITNE
LABOR AND MANAGEMENT REPRESENTATIVES, OUR OBJECTIVE IS TO VORK .
JOINTLY ON A UNIFIED APPROACH FOR A 1968 ACTION PROGRAM FOR
THE U. S. MERCHANT MARINE. IN DEVELOPING SUCK A PROGRAN WE
WILL EMPHASIZE OUR SUPPORT FOR rﬂs_mamusmﬁ-émmrz BILLS "(S.2850
AND H.R,I&ﬂﬂ.ﬂ} WITH hFPRDPRrIATE ﬂﬁEi‘JDi‘i;EHTS-
THE AFL-CID MARITIME COMMITTEE INVITES YOU TO A WORX
-+ \SESSION COMPOSED OF BOTH LABOR AND MANAGEMENT REPRESENTATIVES

.l ROOM 5110 NEW SENATE OFFICE BUILDING 1ST AND CONSTITUTIO.

AVENUES NORTHEAST WASHINGTON DC BEGINNING AT 230Pu
THURSDAY MARCH 7, 1968, WE SHOULD TKEN BE AEASLE T
rIvAL Iz

L

AND SUBSEQUENTLY nuluumwz'_ OUR LABOR MANAGEMENT PROGRAM
AGREED TO IN NEW YORK. PLi/be i
- -EASE ADVISE WHETHER OR NOT YOU CAM
ATTEND | -
JOSEPH CURRAN CHAIRMAN AFL-CIO MARITINE COMMITTEZ 100 113-aMs
‘:.-uz NORTHWEST WASHINGTON DC PHOHE AREA CODE 202-347-3553

1968 S.2650 H.R. 13540 5110 1 230P% 7 1962 100 202=347=577"
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Meoting with Edward Wenk March 18, 1968

Deputy Under Secrotary

Secretary

The attached clippiag from the March 14 Jouraal of Commerce
illustrates the expansive view the Marine Sclences Councll is taking
of Its role (largely, I believe, at Ed Wenk's urging). You will
recognicve that the Council's intrusion into the Maritime policy
arcna at thie critical time could be disruptive.

1 recommend that you bring home to Ed Wenk the sensitive state
of affaira In the Maritimo policy arena and euggest that the Council's
activitics in respect to marine resources and engineering development
gecm to you to present fertile ficlde of opportunity for the immediate
future. Fe should know that the Depariments of Transportation and
Comumerce (MarAd) are actlve in thls arens and have o pretty good
perspectlve oa the contending forces which the Council might lack.
The purpose of this meeting is to brief Wenk on the status of the

program.
sirned

Paul L. Sittoa
Attachment
PBURSLEY:nla:3/18/68

Mr. Sitton
Executive Secretariat - 3
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April 17, 1968

Asslotant Secretary for Policy Development
Secretary of Transportation

1 talked with Matt Nimetz this afternoon and filled him in In detail
on the meeting with Secretary Smith. He sald that he would talk
with Joe Califano about the program and the strategy later today.

He said that he thought you should talk with Califano personally
before Joe makes a declsion as to when to try to reach the President
and how to put the issue before him.

I suggest that you call Califano first thing tomorrow morning.

1 2lso talked with Wilf Rommel and Walt Bochner In BEOB. Charlie
Zwlick is out of town In Florida and will not be back until Monday
but apparently can be reached by phone If it becomes necessary.
Both Wilf and Wxlt seem to find the substance of the decisions you
and Mr, Smith had reached quite acceptable and they also agreed
with the strategy.

The one issue that I discussed with both Nimetz and the Bureau staff
was the possibility that the House committee might react to an
announcement of a pending Administration proposal by delaying the
hearings and not golng ahead to get the other witnesses on the record
with thelr 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 Adminlstration would send forward a maritime program
only to find no action taken. In the light of this history the committee
might well declde that the more prudent course would be to proceed
as schecduled and not dep-end."’nui} wait for the Administration.

In my judgment we can get together a program proposzl and probably
work out an Interdepartmental agreement rather quickly once a
decision ls made to allow Mr. Smith to commit the Administration.



Prior to that time I think it would be a mistake to get the other
Departments involved In the discussions. If the plan as developed
this morning holds, there will be little difficulty in working out
positions for the other Departmente to take In thelr reports or in
testimony if they plan to go to the Hill. In any event, it would
probably be all right for Treasury to testify In detail on its attitudes
toward extenslon of the capltal reserve fund.

. Ceoll Macke¥

M. Cecll Mackey

MCMackey:pk

4/17/68

cc: .Sécretariat-3 : ‘
Mr. Mackey-2 '
Mr. Sitton

Mr. Sweeney
Mr. Dye
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