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MARITIME LEGISLATION—1961

THURSDAY, MARCH 9, 1961

U.S. SeNaTe,
CoyrirTee o8 INTErRsTATE AND ForREIGN COMMERCE,
SupcoMMmITTEE ON MERCHANT MARINE AND FIsHERIES,
Washington, D.C.

The committee met, pursuant to notice, at 10:15 a.m. in room 5110,
New Senate Office Building, the Honorable E. I.. Bartlett presiding.

Senator Barrrerr. The committee will be in order,

This morning’s session will usher in 2 days of public hearings on
maritime bills aimed at resolving problems of importance both to
the industry and to the Government agencies working in the mari-
time and related fields,

One bill, S. 677, introduced by the chairman, by request, would
permit passenger vessels on essential routes, to depart from their
regular routes during limited dull periods, for the purpose of con-
ducting special cruises in more financially fruitful areas, without
sacrificing their operating subsidies. Such cruises, it is argued,
would enable the operators concerned to cut losses and possibly in-
crease earnings during the off-season periods.

Of importance from the Federal administrative aspect is S. 576,
which would clarify the status of the faculty and administrative
staff at the U.S. Merchant Marine Academy by establishing suitable
personnel policies.

It is our purpose to consider these two measures today, along with
Senate Joint Resolution 21, which would authorize the Secretary
of Commerce to sell 10 Liberty-type vessels to citizens of the United
States for conversion into barges.

S. 677 and, possibly, Senate Joint Resolution 21 will be considered
this morning, and we shall resume at 1:15 this afternoon to take
up the Kings Point Academy bill.

Tomorrow we will take up the two Coast Guard bills—S. 966, to
build three Coast Guard cutters, and S. 682, to permit vessels navi-
gating under bridges to depart, where necessary, from the rules
governing such operations. S. 885, to provide a flexible rate of inter-
est for Government financing of vessels, will not be considered at
this time.

(The bill follows:)

[S. 677, 87th Cong., 1st sess.]

A BILL To amend title VI of the Merchant Marine Act, 1836, to authorize the payment
of operating-differential subsidy for cruises

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That title VI of the Merchant Marine Aect,
1936, as amended (46 U.S.C. 1171-1182), is amended by inserting at the end
thereof a new section 613 to read as follows:

i




2 MARITIME LEGISLATION—19061

“Skc. 613. (a) In this section, ‘passenger vessel’ means a vessel which (1) is
of not less than ten thousand gross tons, (2) has a designed seed which before
the vessel was built was approved by the Board but not less than eighteen
knots, (3) bas accommodations for not less than two hundred passengers, and
(4) before the vessel was built was approved by the Secretary of Defense as
desirable for national defense purposes.

“(b) If the Federal Maritime Board finds that the operation of any passenger
vessel with respeet to which an application for operating-differential subsidy
has been filed under section 601 of this title is required for at least two-thirds
of each year, but not for all of each year, in order to furnish adequate service
on the service, route, or line with respect to which the application was filed, the
Board may approve the application for payment of operating-differential sub-
sidy for operation of the vessel (1) on such service, route, or line for such part
of each year, and (2) on cruises for all or part of the remainder of each year.

“(e) Cruises authorized by this section must begin and end at a domestic
port on the operator’'s essential service to which the vessel is assigned. When
a vessel is being operated on cruises—

“(1) it shall carry mo mail or cargo except passengers' luggage:
“(2) it shall carry passengers only on a round-trip basis :
“(3) it shall embark passengers only at domestic ports on the operator's
essential service to which the vessel is assigned ; and
“(4) it shall stop at other domestic ports only for the same time and the
same purposes as is permitted with respect to a foreign-flag vessel which
is carrying passengers who embarked at a domestic port.
Section 605(c) of this Act shall not apply to cruiges authorized under this
section.

(d) The Board may from time to time review operating-differential subsidy
contracts entered into under this title for the operation of passenger vessels, and
upon a finding that operation of such vessels upon a service, route, or line is
required in order to furnish adequate service on such service, route, or line, but
is not required for the entire year, may amend such contracts to agree to pay
operating-differential subsidy for operation of such vessels on crui 3 author-
ized by this section, for part or all of the remainder, but not exceeding one-
third, of each year.

“(e) Any operating-differential subgidy contract under which the Board con-
tracts to pay operating-differential subsidy for the operation of passenger vessels
on cruises, as authorized by this section, shall provide that (1) if at the end of
the period specified in section 606(5) of this Act, the net profit on the operation
of such vessels on cruises (after deduction of depreciation charges based upon
& life expectancy of the vessels determined as provided in section 607(h) of
this Act, for the period of such cruises) has averaged more than 10 per centum
per annum upon the contractor's capital necessarily employed in the operation
of such vessels on such erunises, the contractor shall pay to the United States
an amount equal to 75 per centum of such excess, but not exceeding the amount
of operating-differential subsidy paid for the operation of such vessels on such
cruises during such period, and all of such net profit and the contractor's eapital
necegsarily employed in the operation of such vessels on such eruises and the
operating-differential subsidy paid for the operation of such vessels on such
cruises shall be excluded in defermining the amount that is otherwise payable
to the United States under sectlon 60G(5) of this Act; and (2) if at the end
of such period provided in section G06(5) of this Act, snch net profit on the
operation of such vessels on crnises has averaged less than 10 per centum per
annum upon the confractor’s capital necessarily employed in the operation
of such vessels on cruises, all of such net profit or loss and the contractor’s
capital necessarily employed in the operation of such vessels on eruises and the
operating-differential subsidy paid with respect to such eruises shall be included
in determining the amount that is payable to the United States under section
606 (5) of this Act.”

SEc, 2. Section 601(a) of the Merchant Marine Aet, 1936, as amended (46
TU.8.0. 1171, is amended as follows:

(a) The first sentence thereof is amended by inserting immediately before the
period at the end thereof the words “or in such service and in cruises authorized
under section 613 of this title™.

(b) By inserting in the second sentence thereof after the words “to promote
the foreign commerce of the United States” the words “except to the extent such
vessels are to be operated on cruises authorized under section 613 of this title”.

(e¢) By inserting at the end thereof a new sentence to read as follows : “To the
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extent the application covers cruises, as authorized under section 613 of this
title, the Board may make the portion of this last determination relating to
parity on the basis that any foreign flag cruise from the United States competes
with any American flag cruise from the United States".

Sec. 8. Section 602 of the Merchant Marine Act, 1936, as amended (46 U.S.C.
1172), is amended by striking out the word “No” and inserting in lien thereof
the following: “Iixcept with respect to cruises authorized under section 613 of
this title, no". ;

Sec. 4. Section 603 of the Merchant Marine Act, 1936, as amended (46 U.S.C.
1173), is amended as follows : )

(a) Subsection (a) is amended by inserting after the words “in such service,
route, or line” the words “and in cruises authorized under section 613 of this
title",

{(b) Subsection (b) is amended by inserting after the words “operating-differ-
ential subsidy” a comma and the words “including such subsidy for any period
during which the vessel is authorized to eruise as provided in section 613 of this
title” and a comma ; by inserting after the words “substantial competitors” the
words “on the service, route or line”, and by inserting at the end thereof the
following new sentence: “For any period during which a vessel cruises as au-
thorized by section 613 of this Act, operating-differential subsidy shall be com-
puted as though the vessel were operating on the essential service to which the
vessel is assigned.”

Sec. 5. Section G06 of the Merchant Marine Aet, 1936, as amended (46 U.S.C.
1176), is amended by inserting in subdivision (6) after the words “services,
routes, and lines” a comma and the words “and any cruises authorized under
section 613 of this title” and a comma.

Sec. 6. Section 607(b) of the Merchant Marine Act, 1936, as amended (46
U.8.C. 1177), is amended by inserting in the second sentence of the second para-
graph thereof after the words “on an essential foreign-trade line, route or
service approved by the Commission” the words “and on cruises, if any, author-
ized under section 613 of this title.”

Senator Barrrerr. The first witness on S. 677 will be the Honorable
Thomas E. Stakem, Jr., Chairman, Federal Maritime Board.
Mr. Stakem.

STATEMENT OF HON. THOMAS E. STAKEM, JR.,, CHAIRMAN OF THE
FEDERAL MARITIME BOARD

Mr. Sraxem. Good morning, Senator.

Senator Barrrerr. Good morning, Mr. Stakem. The floor is yours.

Mr. Srakem. The purpose of the bill, S. 677, is to authorize the re-
moval of subsidized passenger ships from the essential trade routes
during their slack season, with a continuation of the payment of oper-
ating-differential subsidy with respect to such ships while they cruise
off the essential trade routes. The bill would not increase the amount
of operating-differential that would be paid with respect to these ships,
because the ships are now subsidized for the entire year. By improv-
ing the earnings of passenger-ship operators, the bill would enhance
the possibility of subsidy recapture by the United States. With the
amendment hereinafter proposed, with respect to the computation of
subsidy, we recommend enactment of the bi]li’.

Under the Merchant Marine Act, 1936, as amended, the Federal
Maritime Board is authorized to contract to pay operating-differential
subsidy for the operation of vessels on trade routes determined to be
essential by the Secretary of Commerce under section 211 of that act.

The Federal Maritime Board has contracted under that act with
six operators for the operation of both cargo and passenger vessels (as
defined in the bill) on the essential trade routes. Under the pro-
visions of the act, such contracts provide that if the average net
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profit, over a 10-year period, of the combined fleet of cargo and
passenger vessels operated by any contractor exceeds 10 percent of
capital necessarily employed in the operation of such vessels, the
contractor shall repay to the United States one-half of such excess
profits but not exceeding the amount of operating-differential subsidy
paid during the 10-year period.

Passenger ships are defined in the bill (sec. 1) as vessels of not less
than 10,000 gross tons, with a designed speed which, before the vessel
was built, was approved by the Board, but not less than 18 knots, with
passenger accommodations for not less than 200 passengers, and
which, before the vessel was built, was approved by the Secretary of
Defense as desirable for national defense purposes. This definition
is patterned on the definition of passenger vessel in section 508 of the
act for the purpose of granting sole recourse mortgages.

There are 14 such ships in the subsidized segment of the U.S.-flag
merchant marine, operated by 6 different operators which come under
the definition. These ships, the owner, total passenger accommoda-
tions, and area served are as follows:

First, the American Export Lines, Inc., serving U.S. Atlantic/
Mediterranean : Constitution, 1,088 passengers; Independence, 1,088
passengers ; Atlantic, 854 passengers.

Second is the American President Lines, Ltd., serving U.S. Pacific/
Far East: President Cleveland, T80 passengers; President Wilson,
780 passengers; President Hoover, 202 passengers.

Third is the Grace Line, Inc., serving U.S. Atlantic/Caribbean :
Santa Paula, 300 passengers; Santa Rosa, 300 passengers.

Fourth is the Moore-McCormack Lines, Inc., U.S. Atlantic/east
coast of South America is the regular service; ships usually make one
to two voyages a year between U.S. Atlantic/Seandinavia and U.S.
Atlantic/south and east Africa: Brasil, 553 passengers; Argentina,
553 passengers.

Next is the Oceanic Steamship Co. serving U.S. Pacific/Australasia :
Mariposa, 365 passengers; Monterey, 365 passengers.

And Jast is the United States Lines Co., United States Atlantic/
United Kingdom and Continent: United States, 1,982 passengers;
Ameriaa, 1,046 passengers,

In addition to the foregoing there are 15 combination passenger-
cargo ships, ranging in passenger-carrying capacity from 52 to 124,
operated by U.S.-flag subsidized carriers in reguiar service in the
foreign commerce of the United States. These ships have not been
included as passenger ships in the bill since too large a portion of
the revenue accruing from the use of these ships is realized from the
carriage of cargo, which would not be permitted under the bill, to
make their use under the bill economically feasible.

Passenger vessels operated under operating-differential subsidy con-
tracts have a slow season during which they earn little profit or even
operate at a loss. This reduces the annual profits made by the con-
tractor on his fleet of vessels and thus tends to reduce the fleet profits
which are subject to recapture by the United States.

Analysis of passenger travel on passenger ships shows definite sea-
sonal peaks. The high season for United States North Atlantic/
Mediterranean outhound travel ranges from March to October reach-
ing a peak in June or July; on the homebound leg the peak is August
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or September. This same pattern exists in the entire United States/
European passenger trade. As a rule the slack period of passenger
travel both outbound and inbound occurs in January and February.
Similar seasonal fluctuations in the volume of passenger traffic are
evident in the South American and transpacific trades.

On outbound voyages in the slow season, utilization may range
from 50 to 60 percent of available space with a corresponding reduc-
tion in revenue. Examination of voyage results of one operator of
large passenger vessels shows a profit from the passenger ship opera-
tion before subsidy in the peak season, that is, second and third quar-
ters; and a considerable loss in the slow seasons, the first and last
quarters of the year.

To help offset the diminution of traffic in the offseason many for-
eign-flag operators schedule repairs, inspection, and drydocking of
their passenger ships in the winter months and at the same time sched-
ule attractive short cruises to warmer climates to accommodate this
ever-growing type of business. The importance and extent of cruise
business is evident by the number of cruises scheduled by foreign-
flag vessels to the Caribbean and other South and Central American
areas from New York. More than 80 cruise voyages were advertised
in a leading trade publication for each of the months of January and
February 1960 ranging from a few days to a month or more, with an
average of about 2 weeks, by 1passnn;1er ships normally assigned to
other services, including such large ships as the Nieww Amsterdam
(passenger capacity, 1,214) of Holland-America Line; Bremen (pas-
senger capacity, 1,122) of North German Lloyd Line; and the Mau-
retania (passenger capacity, 1,147) of the Cunard Line.

Some foreign-flag vessels also make cruises to other areas during
the winter; the Italian Line usually transfers one or two passenger
ships from its normal U.S. Atlantic/Mediterranean service to the
Mediterranean/east coast South American service. Paid advertise-
ments and press dispatches indicate a growing number of cruises by
foreign-flag passenger vessels commencing their cruises at U.S. ports,
principally New York, and such cruises exceed by far the number of
the cruises advertised by U.S.-flag vessels as a part of the regularly
scheduled services,

Most U.S. subsidized operators of passenger ships employ at least
two passenger vessels on a service and the withdrawal of one vessel
with a consequent reduction in the frequency of sailings on its regular
service during the slack season should not adversely affect its overall
service. The scheduling of cruises offers the added advantage of per-
mitting an operator to schedule a short cruise or cruises during a
period when a vessel might normally be idle awaiting its next scheduled
sailing date after annual repairs or drydocking.

Review of space utilization on eruises indicates that on well known
vessels, passenger demand ranges from good to excellent. Since the
U7.S.-flag passenger vessel fleet is well known they should meet with
favorable acceptance by the growing number of tourists who take off-
Season criises,

There is no doubt that with favorable acceptance, the cruises would
provide revenue in excess of that which would be realized if the
vessels were retained in the regular service at a low utilization level.

Cruises made under the proposed legislation would not have a
seriously adverse effect on other U.S.-flag operators since under the
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bill competitive factors with respect to other American flag operators
would be minimized by (1) limiting the passengers to round-trip
passengers, (2) prohibiting the carriage of mail or cargo, (3) requiring
that cruises begin and end at a domestic port on the operator’s essential
service to which the vessel is assigned, (4) permitting the embarkation
of passengers only at domestic ports on the operator’s essential service
to which the vessel is assigned, and (5) permitting the vessel to stop
at other domestic ports only for the time and the same purposes as is
permitted with respect to foreign flag vessels carrying passengers who
embarked at domestic ports.

The length of time that foreign flag vessels carrying passengers who
embarked at a U.S. domestic port are permitted, by the Bureau of
Customs, to stop at another U.S. domestic port is indicated by Treasury
Decision 55147(19) to be less than 24 hours, with passengers allowed
ashore for sightseeing, but are not allowed to stay ashore overnight.

In addition to the reduction of competitive factors by the foregoing
provisions of the bill, the way the Board would contract under the bill
would protect other American flag operators from serious adverse
affects. The Board would require in the operating-differential sub-
sidy contract that each specific cruise would have to be approved by the
Board. In determining whether to approve a specified cruise, the
Board in the discharge of its obligation under the act to promote the
entire American merchant marine, would consider whether the cruise
would seriously adversely affect any other American flag operator and
if it determined that this would be the result, the Board would not
approve the cruise.

The bill provides that section 605(¢) of the act shall not apply to
cruises. Seetion 605(c) provides that no operating-differential sub-
sidy contract shall be entered into with respect to a vessel which is to
be operated on a service, route, or line, served by citizens of the United
States, which would be in addition to existing services unless the
Board, after hearing all interested parties, determines that the exist-
ing American flag service is inadequate. The section would not by
its terms apply to cruises. We are not snggesting an amendment to
make this section applicable to eruises, because 605(¢) proceedings can
be so prolonged and costly that this procedure W()Il]('l make imprac-
ticable the prosecution of any application for a cruise that would be
contested. We think that the bill provides adequate safeguards for
all operators without an amendment of section 605(c).

The bill would add a new section 613 to title VI of the Merchant
Marine Aect, 1936, which would authorize the Federal Maritime Board
to subsidize cruises, subject to the conditions that have been men-
tioned, if the Federal Maritime Board determines that for the period
of such cruises, operation of the vessel is not required in order to
furnish adequate service on the service, route, or line to which the
vessel is assigned or for which application is made. Operation of the
vessel on cruises would be restricted by the new section to not exceed-
ing one-third of each year.

The new section 613 provides that if at the end of a 10-year recap-
ture period, the contractor has earned an average return of more than
10 percent per annum on his capital necessarily employed, he should
pay to the United States 75 percent of such excess but not exceeding
the amount of operating-differential subsidy paid with respect to such
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cruises. This is in lieu of the 50 percent recapture provision of sec-
tion 606(5) of the act. If the operator has earned less than an aver-
age return of 10 percent per annum, his recapture accounting would
be under section 606 (5) of the act.

The bill would amend section 601 of the act (which requires, as a

rerequisite to the granting of operating-differential subsidy, a find-
ing that operation of the vessel in a service, route or line is required
to meet foreign flag competition and to promote the foreign commerce
of the United States), to require a finding that the operation of the
vessel in a service, route or line is I'Qqnirea to meet foreign flag com-
petition except to the extent the vessel is operated on cruises author-
1zed under the new sections 613. Conforming changes would also be
made in sections 602, 603, and 607 (b).

The amendment to section 603 (b) would provide that for the period
during which the vessel is operated on cruises authorized by the new
section 613, operating-differential subsidy shall be computed as though
the vessel were being operated on the essential service to which it 1s
assigned. 'The reason for this provision is that it would not be prac-
tical to make the computation on the basis of direct competition.
After reconsideration, however, we have concluded that if the cruise
ship calls at a foreign port that is not on its essential service, but
which is on the essential service of another subsidized operator who
has a lower subsidy rate, subsidy for the cruise should be computed
at this lower rate. This amendment to the bill, which we recommend,
could be made by (1) striking out of line 4, page 6, of the bill the
words “a comma” and all after them down through the word “comma”
in line 7, page 6, and inserting in lieu thereof the following: “for the

operation of vessels on a service, route or line”; and by inserting in
line 14, page 6, before the period. a colon and the following:

Provided, however, That if the cruise vessel calls at a port or ports outside of its
assigned service but which is regularly served with passenger vessels (as defined
in sec. 613 of this Aet) by another subsidized operator at an operating-differen-
tial subsidy rate for wages lower than the cruise vessel has on its assigned
essential service, the operating-differential subsidy rate for each of the subsidiz-
able items for the period of the cruise shall be at the respective rates applicable
to the subsidized operator regularly serving the area.

The bill is an effort to place the operator of U.S.-flag passenger
vessels on a more favorable competitive basis with his foreign-flag
competitors by permitting him to compete with them for available
off-route cruise passengers during the slack season on the regular
service of the vessels. Through anticipated improved financial re-
sults these operators will be able to further strengthen the future
of the U.S. passenger fleet.

With the amendment proposed, we recommend enactment of the
bill.

The Bureau of the Budget advises there is no objection to the sub-
mission of this statement from the standpoint of the administration’s
program.

Senator Barrrerr. Thank you, Chairman Stakem.

Mr, Engle?

Senator Exare. I have no questions. U

Senator Barrrerr. Mr. Bourbon ¢ 2 LAl 7>

Mr. Bourson. I would like to ask a few questions.™ 5
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Mr. Chairman, this bill is designed, is it not. primarily to permit
subsidized vessel operators to cut their losses in their off-season by
engaging in the very lucrative cruise operations? These cruise
operations are pretty big business, aren’t they ?

Mr. Srakes. Yes, they are. I recently saw some figures put out
by the Immigration and Naturalization Service; I can’t remember
the figures, but I was surprised at the number.

Mr. BoureoN. Was it around 145,000 annually, or something like
that?

Mr. Stakem. Something like that, Mr. Bourbon. It isa big busi-
ness and a lucrative business,

Mr. BoursoN. Most. of the people are citizens or residents of the
United States who take these cruises out of New York?

Mr. Srakem. The biggest part of the people are U.S. ecitizens.

Mr. Bourrox. Who is getting most of that cruise business at the
present time?

Mr. Sraxem. Foreign-flag ships are getting it at the present time.

Mr. Bourson. They are piling in here at a great rate. As you say,
60 cruises were advertised from New York, for both January and
February ; is that right ?

Mr. Stakem. Yes, sir. T took the months of January and Febru-
ary of 1960 as indicative of the size of the number of eriuses, and
I found, in the leading advertisement publication, 80 for each of
the 2 months for 1960.

Mr. Boureon. Actually, aren’t we some years late with this type
of legislation? Haven’t we kind of hogtied our own subsidized line
to the advantage of any of these foreign lines that wanted to come
over here and skim the cream off this business ?

Mr. Staxex. I agree, Mr. Bourbon, that the legislation is late.
We wish that we had had it before the Congress before this time.

Mr. Bourson. And there is no question about it: if more of our
people were given an opportunity to cruise on American ships, more
of t.]u'm would eruise on American ships?

Mr. Stagem. Very definitely. I think the American-flag ships are
of outstanding quality and T think that they will be attractive to
the touirst public and they will be well received.

Mr. Bourson. Now, if the one and only purpose of this legislation
is to give our lines a chance to be much more fully competitive in
this cruise business, why can’t we go all the way and permit Amer-
ican vessel operators to be fully competitive? For instance, why
shouldn’t they carry mail or cargo, to the extent that such carriage
does not interfere with their cruising and does not tread on the toes
of another American operator?

Mr. Sraxesm. Mr. Bourbon, you have me in the same corner that
Congressman Downing and Congressman Mailliard had me in yester-
day before the House.

I can say to you, as I said to them, the purpose of the language in
the bill was to lean over backward not to hurt another American-flag
operator in whose territory these cruises may run.

I also told the House committee that we would st udy this idea of
allowing in some circumstances the carriage of cargo and that we
would report back to the committee the Board’s final position on that.
I would like to make the request of this committee that, at the time
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when the Board restudies this, we would supplement the statement
that I am making here today in letter form to the committee of our
final position on that. ]

Senator Barrrerr. We shall await that communication.

THE SECRETARY OF COMMERCE,
Washington, April 24, 1961,
Hon. WagreN G. MAGNUSON,
Chairman, Subcommittee on Merchant Marine and Fisheries, Committee on
Interstate and Foreign Commerce, U.B. Senate, Washington, D.C,

Dear Mk CHAIRMAN @ At the hearing on 8. 677 before the Subcommittee on
Merchant Marine and Fisheries, we were asked to furnish our views whether
the bill should be amended to authorize vessels on cruises authorized under
the bill to carry passengers, mail, and cargo.

After considering this matter, we have concluded that vessels operating on
such ernises should be permitted to carry mail, cargo, and passengers between
ports on the vessel operator’s essential service. We do not, however, believe
that this should be extended to other ports.

With respect to the amendment recommended by the Pacific American Steam-
ship Association which would amend the definition of “passenger vessel” in
the bill (¢) by eliminating the requirement of the new section 613 (a) (2) that
the vessel “has a designed speed which before the vessel was built was approved
by the Board but not less than 18 knots” and () by changing the requirement
of the new section 613(a) (4) that the Secretary of Defense approved the
vessel as desirable for national defense features before it was built to a require-
ment that the vessel is of a design and speed approved by the Secretary of
Defense as desirable for national defense purposes, we recommend the amend-
ment described in (@) above, and with respect to (b) above we recomimend
that the requirement of the new section 613(a) {4) be eliminated rather than
be changed. The foregoing changes are desirable in order to qualify the Pregi-
dent Hoover, which was built by the Panama Canal Company and not by the
Federal Maritime Board, or its predecessors. To require that the Secretary
of Defense approve these vessels currently would entail unnecessary admin-
istrative expense.

The Bureau of the Budget advises there is no objection to the submission
of this report from the standpoint of the administration's program,

Sincerely yours,
Epwarp GupemaN, Under Secretary of Commerce.

Mr. Bourson. It can be argued, can it not, Mr. Chairman, that you
are leaning over backward in that language, too, unintentionally I
am sure, to make it more difficult for the American ships to realize
fully the potential of their cruise business?

Mr. Stakesm. I would rather put in this way, Mr. Bourbon, that we
have been under the impression that the attractiveness of the cruises
themselves would result in considerable financial success of the par-
ticular voyages. I am not informed today as to extent to which the
foreign-flag vessels themselves who are engaged in these cruises do
pick up cargo and/or mail. We are going to make a study of that to
get the most up-to-date information.

This will be part of the supplemental picture which we will submit
to the committee.

Mr. Bourson. I was going to ask that question, whether these for-
eign ships did operate under any such restriction?

Mr. Stakem. My impression is that they do not operate under any
restrictions, as such, because they are freewheelers in this business.
But whether as a matter of practice they engage in the carriage of
cargo and mail, I don’t know. But we are going to try to find out.

Mr. Boursox. Now why the severe penalties on the subsidized lines
if they add a few extra stops to sweeten their cruises? The purpose,
it must be remembered, is to permit the lines to make moueir on these
cruises, and if they feel that stopping at a few points outside of their
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regular calls would encourage more people and, again, it doesn’t inter-
fere with any other American line, why wouldn't they be able to do
that without being penalized beyond the 314 days?

Mr. Staxeym. Let me break that down, too, Mr. Bourbon.

If you are talking about additional calls into foreign ports, there is
no limitation except the company's own scheduling as to how many
foreign ports could be traveled by a ship on a cruise.

Mr. BoureoN. But there is a limitation if they deviate beyond 314
days; they lose their subsidy ?

Mr. Stagem. Not on cruises. If a ship is on a cruise, and if this
cruise under the language of this bill is :1{)111‘0\*9{1 by the Board, the
deviation rule we have would not be applicable.

Mr. Bourson. I am glad to hear that. I was under a misapprehen-
sion.

Mr. Sraxesm. On this point, I would like to give an example.

In the contract with the Moore-McCormack Line, they have under
their required service, the scheduling of several trips a year in their
Scandinavian run. They also have in their l‘i'([llil'?t& service that they
will make one, or no more than two voyages that will go from the
United States to South A merica, to Africa, and then they have an
option to either come through the Mediterranean or to return by way
of South Africa back to their regular port of call in the United States.

Now I want to make a specific distinetion between that type of
voyage and the cruise that we are talking about in this bill. This is
part of Moore-McCormack’s required service, and that trip that it
makes once or twice a year, in that long area, would not, in my esti-
mation, under the terms of this bill be considered a cruise. It is part
of the Moore-McCormack required service.

Mr. Boursox. On the Scandinavia route yon don’t require them to
have a passenger service, do you?

Mr. Sraxesm. They are required, and this is by request. of the com-
pany who have applied to the Board for the right to make one or no
more than four, I believe it is, trips a Yyear with the Argentine and
Brasil to Scandinavia on their trade route section. And this has been
written into their contract, '

Mr. Bourson. So while it is in the nature, somewhat, of a eruise,
you don’t regard it as a cruise ?

Mr. Sraxem., That is correct. It is not a cruise because it is the
required service, and it would not be described as a eruise by the
Board within the language of this bill if approved.

Mr. Boursox. Would there be any reason why the bill could not
be amended to take care of a situation like that, if you felt it desir-
able? After all, you still have the basic problem that you want
these passenger ships to be able to make some money, and if you are
going to penalize a ship $40,000 or $30,000 for being 4 or 5 days off
the route, why it seems to me that you are negating the original
purpose of the Commission to let them go up there.

Mr. Staxem. It seems to me we are talking two different things
here. This is not a cruise as such within the language of the bill,
and T don’t think that you could write language into this bill that
would change the service description in the regular operating dif-
ferential subsidy entered into between the company and the United
States—at least under this bill.
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If this deviation rule is a problem, it could be that it could be
tackled someplace else, but not in this bill; because the deviation rule,
xi;gli:m.'h, would not apply to any voyages, cruises, approved under this

ill.

Mr. Boureon. Just one more question: Why the 75 percent recap-
ture applying only to the cruise? After all, these passenger SIlI{JS
are part of the entire fleet, and the purpose of the cruise is to help
improve the result of the whole fleet.

1f you have the 75 percent requirement and they don’t make a profit
all you do is require more bookkeeping—isn’t that right? |

Mr. Srakem. [t is problematical that any of the companies with
the new costly units that are going into the fleets will be in excess
of 10 percent of their capital necessarily employed. But the pro-
vision for 76 percent recapture, as to cruises, was put in the bill to
improve the Government’s position, shall we say.

Mr. Boursox. If it weren’t in there, you would still get any profits
taken care of in the 50 percent.?

Mr. Stakem. Accounting would go back to regular provisions of
606(5), I believe, where it is 50 percent.

Mr. Boureon. Thatisall I have.

Senator Barrrerr. Mr. Grinstein ?

Senator Excre. Sir.

Senator Barrrerr. Senator Engle. Of course.

Senator Exere. How much is this going to cost?

Mr, Staxesm. Not a cent more than it is already costing us to sub-
sidize these ships in their required service, because these passenger
ships are subsidized the year around and it will not cost the Gov-
ernment additional subsidy. It will only mean that the financial
position of the companies will be improved, and through this im-
provement, perhaps, our recapture may be improved,

Senator Exare. Why won’t it cost more money ?

Mr. Staxem. Because the vessels are already subsidized the full
year, whether they are operating on their regular services or whether
they would be operating for short times under cruises. If they do
not go on cruises under this legislation they would be required to
maintain the service on their regular routes, and the subsiﬂy would
be paid for the full year. '

Senator Enere. And they are not busy during those offseason
periods?

Mr, Sraxem. It is a question whether you sail a ship with maybe
40 to 50 percent utilization of passenger space or whether you allow
1{;11‘1‘9 f}hip to go off and make a short trip where it might be 100 percent

ed.

Senator ExerLe. Do you require them at the same time to meet, their
regular schedules?

Mr. Staxem. We would have to make a finding of the Board that
the pulling of this ship off of its regular required service would not
do harm to the regular service, and I think this can be done because
if you have two ships that are operating in the service and both of
them are operating at, say, 40 to 50 percent capacity, the net result
of taking one off to put it on a lucrative cruise for a short period would
be that you would have all of your passengers on the other ship on
the required service. So it would have better utilization of its space.

Senator ExcLe. Would the net result be that you actually reduce
the amount of subsidy

08542—61—2
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Mr. Stakesm. I doubt that, Senator. I think there would be no
change, except through the enhanced recapture. So to that extent
the Government's position is better.

Mr. Boureox. h:l\'en't we had an example of the alternative to
this cruise situation recently in the fact that the United States Lines
laid up the America for one trip because she only had 300-some pas-
sengers as against her 1,000 capacity, and so they just did not make
the trip?

Mr. Stageym. I think that is a good example, Mr. Bourbon.

This did happen and it is typical of the situation which this bill
would assist in correcting.

Mr. Bourson. While that ship was laid up it still cost the com-
pany a certain amount of money per day, and there was no income?

Mr. Stakem. That is right.

Mr. Boureon. That isall.

Senator Barruerr. Mr. Grinstein ?

Mr. Grinstein. Mr. Chairman, on page 8 of your testimony you
said that the Federal Maritime Board would make a determination
of whether or not the cruise would seriously adversely affect any other
American-flag operator. Later you mentioned that you would make
a determination of whether the service on the trade route would be
affected adversely. In other words, you would make two determi-
nations?

Mr, Stakem. T'wo determinations; yes, sir.

Mr. GrinstEN, In the Immigration and Naturalization Service
which you referred to, they list approximately 134,502 cruise passen-
gers to the Caribbean Sea. This would mean, would it not, the pas-
sengers embarking and debarking from U.S. ports?

Mr. Staxem. Yes, sir.

Mr. GrinsteiN. How many of these are presently carried on Ameri-
can-flag ships?

Mr. Straxeym. There wounld be a small percentage of that number
shown in the tabulation that you have that are on American-flag
ships, and I have reference to the Grace Line. The Grace Line, with
the Santa Paula and Santa Rosa, does service that Caribbean area
and, after taking care of the normal one-way passage, their ships are
allowed to carry passengers on a round-trip basis, and this could be
well picked up in the statistics that you have as cruise people.

Mr. GrinsterN. Would it be possible for us to get the figures as
to how many of 134,502 are presently being carried by American
carriers?

Mr. Stakem. Yes. I think we would have to go to the source of
those figures and ask them for a breakdown, if they could, and we
would be very happy to do that and submit something for the record.

Mr. GrinstrIN. Good.

Is this a growing cruise business? Has it expanded over the last
few years? Would you know ?

Mr. Stakem. Yes, it has. It is growing; no question about it.

Myr. Grinstein. That is all.

Senator Barrrerr. I suggest we incorporate in the record at this
point the table to which Mr. Grinstein referred, which is to be found
in the report of the Commissioner of Immigration and Naturaliza-
tion for the fiscal year ended June 30, 1960, with more specific ref-
erence to the heading entitled, “Cruise” on page 67.
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Senator Barrrerr. Do you have some figures?

Mr. Stakesm. The chief of our trade routes has handed me a record
which he has compiled which shows the cruise travel between the
United States and specific foreign areas, and he has for 1959 depar-
tures a total of 143,561. Of that the U.S.-flag carried 16,673 ; foreign-
flag carried 126,888. For the year 1960 we have a total departure of
146464, with the U.S.-flag carrying 19341, and foreign-flag
ships carrying 127,123. g

Senator BarrrLerr. Foreign-flag carriers dominate this trade.

Mr. StakeMm. Yes, sir. ;

Mr. GrinstEIN. Also the American percentage would remain con-
stant while the foreign-flag percentage increased ?

Mr. Stakem. Yes. There was an increase in just that 1 year from
about—well, it is only about 500 126.8 to 127.1. F

Senator Barrrerr. This is, in your opinion, because the foreign
ships are available and are dispatched on these cruises and there aren’t
a corresponding number of American-ship passengers available?

Mr. Staxes. That is correct, Senator.

Senator Barrrerr. You said before, as I recall, that you believe
that if U.S. passenger ships were available, the American public
would use them ?

Mr. Stakem. Would support them ; yes, I believe.

Senator Bartrerr. Would this possibly turn into an accounting
problem ?

Mr. Stakem. No more than our accounting for operating differ-
ential subsidy.

Senator Barrrerr. Reference was made to SS America being laid
up because there weren't enough passengers. Is a voyage such as
that terminated by the owner on his own motion, or does permission
first have to be had from the Federal Maritime Board ?

Mr. Srakem. The schedule of all ships that are operating under
differential subsidy contracts must be submitted to the Board and are
approved by the staff under delegated authority from the Board.

Senator Barrrerr. Is there any danger, in your opinion, Mr. Chair-
man, that if this bill were enacted into law the removal from the
present trades of U.S.-flag carriers, thus lessening frequency of service,
would either divert American passengers to foreign-flag carriers and
this might become a habit or, alternatively, might divert them to
another mode of transportation which might become permanent ?

Mr. Stagem. Senator, I don’t think so. I think it would be the
responsibility of the Board to see to it that the required service of
the operator was adequately served and this would be one of the
findings that the Board would make in connection with its approval
of a particular cruise.

Senator Barrrerr. Has anything such as this ever been done before,
or does this constitute a proposal for an advance to a sort of a New
Frontier?

Mr. Srakem. T would put it in the New Frontier class, Senator,
because it seems to me that we are a little bit behind the foreign-
flag operators. They have recognized the lucrativeness of this traf-
fic. They have gotten into it very strongly, as the figures that we
have used would indicate, and I think we are just a little bit be-
hind. It is time we caught up.
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Senator Barrrerr. You have already stated that you do not be-
lieve that any hurt would be done to those operators in the trades
now ¢

Mr. Stagem. That 1 believe, Senator. I do not think that there
would be serious adverse effects to the operator in the trade, and
it would be—in my estimation—the responsibility of the Board to
make sure that no one was hurt from the American side.

Senator Barrrerr. Do you know, for example, Chairman Stakem,
if Grace Line is now operating at {.'Lpa.(:lty or near capacity during
the cruise season?

Mr. Stagem. I may have those figures, Senator. Just one second.

Suppose I submit them for the record at this point as to what
the utilization of the Grace ships has been during what we consider
to be the cruise season.

Senator Barrrerr. Very well. Thank you.

(Subsequently, the following letter and statistics were received by
the Board :)

FepERAL MARITIME BoOARD,
Washington, D.C., April 5, 1961.
Hon. WaArReN G. MaaNUsON,
Chairman, Subcommittee on Merchani Marine and Fisheries,

Committee on Interstate and Foreign Commerce,
U.8. Senate, Washington, D.C.

Dear Mr. CHAIRMAN: At the hearing before the Subcommittee on Merchant
Marine and Fisheries on 8. 677, we were requested to furnish information
with respect to the proportion of cruise passengers on cruises beginning in
the United States which is carried on American-flag vessels, and the utiliza-
tion of the Grace Line ships Santa Paula and Sania Rosa. This information is
attached.

Sincerely yours,
Tuos, E. STAKEM, Chairman.

Cruise travel from the Unilted States to specified foreign areas for flscal years
ended June 30, 1959 and 1960*

1959 1960

_— . -

Area of destination
Departures Percentage Departures Percentage
of total of total

P g D B e S S S Rt P = <% 13, 651 9. 21,002
Caribbean _ ____. - et a aphiey i G s 118, 138 2 & 3132, 087
Europe and Mediterranean ____________ 5 6, 47 4.8 10, 282
ForBeat. ...o-—_.. A AR e T N R 1, 361
Southern South America. 1, 558 <l 2, 369
World Cruise. . ... AR EESEI S Ll ot AR AR 1, M85
Other countries_.. ... ... .. 3, 267 2.3 526

100, 0 2170, 53-_3-
1.6 19, 341

Total 1
i 3
126, 888 88. 4 1151, 241

t Only years for which reliable information is available.
? Revised figore.

Souree: U.B. Department of Justice, Immigration and Naturalization Service.
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carryings of Grace Line's 88's “Santa Paula" and “Santa
Rosa,"” calendar year 1955

Outbound passenger

Number of
sailings

Number of
actual accom-
modations
available !

Number of
passengers
carried

Percentage
of utilization

Number of
erulse
passengers

11, 400

3,087

v O R B A | D

02
912

362
552
623
196
255
419
380
200
107
106
258
49

} Actual capacity s 228 passengers per sailing whereas salable capacity is 167 passengers per safling.

Outbound passenger carryings of Grace Line’s S8's “Santa Paula” and “Santa
Rosa,” calendar year 1956

Number of
actual accom-
modations
avallable !

Number of
passengers
carried

Percentage
of utilization

Number of
cruise
passengers

ol s

U AR S e My

February.
March.....
April..
May.....
June..
July....
August. ...
Beptember..
October. ...
November..
December. ..

-
o

10, 944

9,044

e b

o B e e £ e O 02 00

912
2
1, 140
684
654
1, 140
012
1,140
w12
912
654
2z

698
741
926
551
519
26
831
L1024
T4
710
545

1 Actual eapacity is 228 passengers per sailing

Outbound passenger carryings of

E

Rosa,”

whereas salable capacity is 167 passengers per sailing.

Grace Line's 88's “Santa Paula” and “Santa
calendar year 1957

Number of
sallings

Number of
actual accom-
maodations
available !

Nur

1ber of

Uy ) R s

January
February.

August.
September
October. -
Novembe
December

Percentage
| of utilization

Number of
erulse
Passengers

3, 083

67

i 454
264

! Actual capacity is 228 passengers per sailing, whereas salable capacity is 167 passengers per sailing,
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Outhound passenger carrying of Grace Line's S8's “Santa Paula”

Total

JANUATY . coveannns

February
March
.\;‘ril

May

June

July
August.
September
October
November

180 NS SRS AR S |

Rosga,”

Number of

Number of jactual accom-
sallings modations
avallable 1

12, 240

1, D56
, D56
900
L 200

calendar year 1958

and “Santa

Number of
passengers
carried

Percentage
| of utilization

Number of
cruise
passengers

4, 694

047
615

| 200 |

1 \( tualef unmlt\ on -\ulllm-sfrnm January-May, inclusive, was 228 passengers per se iiling, whereas salable

ailing. F n-!lr Jnr eptember, inclusive, when one old ship and one new

nmmw! atio follows: old ship—actual 228, salable 167; new

ship, actual ill!l salt Beginnin apacity was 300 passengers per salling, whereas
salable capacity was 248 passengers per safling.

88's “Santa Paula”
calendar year 1959

Outbound passenger carryings of Grace Line's
Roga,”

and “Santo

| Number of

passengers
earried

| Number of

Number of |actual accom-
sailings modations
available

Number of
Percentage ¢ruise
of utilization | passengers

olal . Tt : L |-i,?nnl

12, 3
January

February

Mauarch
F Ay EESEER TS SR
May

June

July...

August

Beptember

Oetober .

Novembe

hru_n.lu r

1, 5o
1, 200
000

e e ol ol O s o O3 e £V

1 Actual capacity is 300 passengers per sailing, whereas salable capacity is 218 passengers per sailing.
Bource: Forms M.A. 7802 submitted by Grace Line.
Senator Bartrerr. The next witness is Mr.
president, American Export Line,

You may proceed.

Bull,

executive vice

STATEMENT OF W. LYLE BULL, EXECUTIVE VICE PRESIDENT,
AMERICAN EXPORT LINE

Mr. Burr. I am W. Lyle Bull, executive vice president of the Amer-
ican Export Line, and I am preparing to present our position with
respect to S. 677.

)\mm‘ican Export is an American-flag line operating passenger
ships and combination passenger and cargo ships to the Mediterranean
and freighters to the Mediterranean and through the Suez Canal to
India, Pakistan, and Burma. We have an operating-differential sub-
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sidy agreement entered into with the Government under the provi-
sions of the Merchant Marine Act of 1936. Our regular operations
are confined, under this subsidy agreement, to specific trade routes.

In the case of our three passenger ships, the SS /ndependence, the
SS Constitution, and the SS Atlantic, these operations are on trade
route No. 10—that is, from U.S. North Atlantic ports to the Medi-
terranean. .

I would like to interpose there, Mr. Chairman, where we say U.S.
North Atlantic ports, it is in fact applicable to the U.S. east coast
from New York to Florida, not including Key West.

Senator Barrrerr. Thank you.

Mr. Burr. The regular voyages of the /ndependence and Consti-
tution normally require 20 days while those of the A#lantic require 30
days. In this trade, they ave in regular competition with 10 passen-
ger ships operated by 4 foreign-flag lines, i.e., the Italian Line,
Greek Line, Home Line, and Israel’s Zim Line—in addition to the
frequent entry of ships of other companies on Mediterranean cruises.

Under the 1936 Merchant Marine Act, at present, subsidized opera-
tions can be conducted only on “essential trade routes” and then only
if the Maritime Administration makes certain findings related to such
trade routes. The proposed legislation, if enacted, would permit the
Federal Maritime Board to include in subsidy contracts authority for
a subsidized line to use the passenger ships it normally operates on its
regular route in crnise voyages off its regular route. Such voyages
could be authorized only when the ships are not needed on the regular
route. The foreign-flag lines enjoy this flexibility. We feel strongly
that the American lines should have a similar privilege.

The steamship industry has always had a serious seasonal problem,
and particularly in the transatlantic steamship business. This results
from the fact that most people want to go to Europe during summer
vacations and when the weather is best. This has produced a highly
seasonal traffic pattern over the years. It has meant that during the
summer months our ships have been full—at least in one direction. In
the winter or “off-season,” however, if we operate the same capacity
and the same schedules, we are lucky if more than half of this capacity
is utilized.

This seasonal problem has been aggravated by the growth of trans-
atlantic air transportation. In the summer, more people have the time
and inclination to take advantage of the very real benefits that sea
travel affords in contrast with air travel. In the late fall and winter,
a larger proportion of the travelers are interested in the time factor
alone, and a great many more passengers tend to go by air.

I would like to interpose there, if I may, sir, that for the year 1960
the comparison between air travel and sea travel, transatlantic, is that
the air people had more than twice as many as the sea. As recently
as 1958, the steamer lines were ahead of the airlines in total passen-
gers carried and within the space of 3 short years, the airlines have
not only equaled but have doubled their carriage over the passenger
ship lines. '

he seriousness of the seasonal problem is reflected in our record of
the actnal passenger carrying by months on our own two large pas-
senger liners. It is also depicted in the combined monthly carryings
of all transatlantic passenger lines, both American and foreign-flag.
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‘We have prepared these statistics both in graph form and by figures
for the calendar years 1957 to 1960, inclusive, showing the eastbound
and westbound movements separately as well as both directions com-
bined. I ask the chairman’s permission to submit these statistics for
the record.

Senator BartLerr. Granted.

(The statistics follow:)

American Ezport Lines transatlantic passenger carryings—Eastbound and
westbound combined

1950 1959 1058 1060

February. ... , 542 2 857 Bepteml B, ! 5,432 | 6,135

: October T 4,763 | 4,014
MNovembe 3,03 3,030 3,118
December 4,636 | 3,006

2,436
2,187
4,679
6, 000
7,642

January... _.... - 2, 306 . August. 4,202 | 4,000
3,738
|
|

Total 50,355 | 51,476 ‘ 49,177

Bource: American Export Lines records.

American Ewxport Lines transatlantic passenger ocarryings—Eastbound

|
1957 l 1958 l 1959 1960

January......... 001 i 1,316 600 659 B 2
February = 752 1, : 2,301 30 8- oee--| 2,040
March. ... Q_lr’.h'i 0 , 008 Y -] 1,925
April...... 1 10| 2,11 , 82 --| 1,168
§ -| 2,776 2, 4563 o 2, 5. T eee-| 1,000

1, 87 £
2,928 2,022 . Total.....| 22,008

Bouree: American Export Lines records.

American Eaport Lines transatlantic passenger carryings—Westbound

1058 1059 ‘ 1960
——

January . T4 , 616 3 Aug 2,805 1,073 | 2,190 | 3,172
February T8 B67 1 Bepte R ) 2,016 :_"l‘1| 1,007
Mareh. .. o.o....| ! 7 y Jeto . 2,705 | 2,820 | 2,052 | 2,815
)\I;-ril__ e A . 96 | ¥ r ) , 816 | 1,808
BNy , B : 2,023 | , 03 I OF e e 2 2,5 0| 2,165

T RS Il | I e

I 24,493

Souren: Ameriean Export Lines records.
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TRANS-ATLANTIC PASSENCER CAHRYINGS

As reported by
Member Lines of Trans-Atlantle Passanger Confarence

Total Passengers Traveling by Ship
Eastbound and Westbound Combined

140,000
130,000
120,000
110,000
100,000
90,000
80,000
70,000
60,000
50,000

i \. 957
40,000 Y= 358

30,000 } " 199

20,000

10,000

Aug Sept Oct Nov Dec

American Export Linss
Feb 61
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TRANS-ATLANTIC PASSENGER CARRYINGS

As reported by
Member Lines of Trans-Atlantiec Passenger Steamship Conference

Total Passengers Traveling by Ship
Eastbound

Jun July Aug Sept Oct Nov Dec

American Export Lines
Feb 61
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TRANS-ATLANTIC PASSENGER CARRYINGS

As reported by
Member Lines of Trans-Atlantic Passenger Conference

Total Passengers Traveling by Ship
Westbound

@ 69708
I\
t

/ \
/ ‘\
/
g ;/;\-.\\\
PG
J AN

Jan Feb Mar Apr May Jun July

1967 = a
1958 — e
1959 —x —x—

American Export Lines 1960

Feb 61
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Fore1GN-FLAG MEMBERS OF THE ATLANTIC PASSENGER STEAMSHIP CONFERENCE
WaIcH OPERATE VESSELS IN CrUISE ServicE FroM THE UNITED STATES TO THE
WesT INDIES AND ALSO TO OTHER AREAS

Canadian Pacific Incres Steamship Co. Lid.
Cunard Steam-Ship Co. Ltd. Italian Line

French Line National Hellenic American Line
Greek Line North German Lloyd

Hamburg Atlantic Line Norwegian American Line
Holland-America Line Swedish American Line

Home Lines Zim Lines

ForeroN-Frac LiNnes Nor OPERATING CRUISES

Companhia Colonial de Navegacao Johnson Warren Lines Ltd.
(Portuguese Line) Oranje Line

Donaldson Line Ltd. Polish Ocean Line

BEurope-Canada Line Sicula Oceanica S.A.

U.8.-Fra¢ LINES

American Export Lines United States Lines
American President Lines

Mr. Burr. It will be noted that four to five times as many passengers
use ships across the Atlantic in the summer months as in the late fall
and winter. It will also be further noted that this disparity has been
growing larger, year by year.

It is obvious that during the slack season, with traffic down to one-
fourth or one-fifth of its summer peak, our ships cannot be efficiently
utilized on our regular service, and that, in attempting to do so, the
recurring losses we have experienced will continue.

In an effort to solve the seasonal problem our company, as long ago
as 1955, with the approval of the Maritime Administration, inaugu-
rated what we call our Sunlane Cruises. These cruises are operated
primarily on our regular essential trade route, with one or two
glamor ports added to romanticize the trip and to enable us to use
the priceless word “cruise” in our advertising. These cruises are au-
thorized by our existing subsidy agreement and so the proposed legis-
lation is not needed for them. This does, however, help to illustrate
the problem with which the American lines are faced and the limita-
tions that there are to solutions to that problem under existing law.

Our Sunlane Cruises are operated during the fall and winter, when
traffic is low in our regular service to the Mediterranean. When first
introduced this was a bold concept, but one we felt was necessary if
we were to develop passenger traffic and fo conduct our o perations in
the most economical manner. All things considered, the Sunlane
Cruise operation has been quite successful. On our last few sailings
50 percent of the total number of passengers on board when we left
New York were Sunlane Cruise passengers—that is, passengers who
stayed on board for the entire round trip, as distinguished from one-
Wway passengers.

From the very beginning of our passenger operations with the
Independence and Constitution, it was recognized that a special incen-
tive was needed to obtain traffic during the months of March and
April. To provide this, we inaugurated our annual, long, spring
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cruise to the Mediterranean. This operation, too, has been primarily
on our own trade route, although extended beyond the ports usually
served by our two big liners. Like the Sunlane Cruises, this spring
cruise is authorized by our subsidy contract and is not the type of
cruise covered by the proposed legislation. :

The devising of cruises on one’s own route affords a partial solution
to the off-season problem but, in fact, it is something like rowing
against the stream. Adding extra ports to create a more interesting
itinerary such as is done on the Sunlane Cruise means extending the
regular voyage by 4 or 5 days and an additional $120,000 to $150,000 in
expense. Yet, without this attraction, our off-season liftings would be
reduced by one-third or more.

Senator Barrrerr. Mr. Bull, if you will permit an interruption, the
committee will stand in recess for 1 minute while the change is made
for Senator Scott to take over the chair.

(Brief recess.)

Senator Scorr (presiding). We are reconvened, Mr, Bull.

(Discussion off the record.)

Mr. Burr. Our onroute cruises have helped to reduce our losses
during the off season, but even under the most favorable conditions
they do not provide the real answer to the off-season problem.

The foreign-flag operators found this answer years ago and since
then they have acted upon it to their distinet advantage and profit.
In the late fall and winter season, when the demand for transatlantic
space has abated to the point where the percentage of occupancy is
insufficient to cover costs on the regular route, these operators shift
certain of their vessels into cruise production, primarily into the
Caribbean. Because of the limitations of the subsidy contracts, the
operators of American-flag passenger ships do not enjoy this flexibil-
ity. They must continue sailings on their regular trade routes
whether or not they carry sufficient passengers to pay the costs of such
voyages. The ironical part of it is that the foreign-flag vessels that
operate these cruises make their profit largely from carrying U.S.
residents, a market which U.S.-flag lines should at least be permitted
to share. &

The operation of cruises is a substantial business. During the
1959-60 season, alone, foreign-flag lines operated some 200 eru ises, the
great majority of which were to the Caribbean area. I would like
permission to place in the record, a listing of cruises operated by all
lines in each of the seasons 1954-55 to 1959-60, inclusive.

Senator Scorr. That may be done.

68642—61——3
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(Cruise carryings follow:)

Oruise carryings, season of 1954-55

Nature of crulse

AMERICAN EXPORT LINES

Feb. 11,1955 | Independence.......... Mediterranean,

CANADIAN PACIFIO STEAMSHIPS

Jan, 20,1955 | Empress of Scotland___
Feb. 11,1055
Mar. 4,1956

Dec. 21,1064

May 11,1955 -
July 11,1955 do. North Cape

Bept. 22, 1055 Mediterranean

Nov. 9,1956 do West Indies-South American....

ErEBERERBERER

FRENCH LINE

W%tlol ndjes-South America

Amlllcs'
Ile de France
Feb. 25,1955 | Antilles?. ..

1 Bafled from Galveston.
* Bailed from New Orleans,
GREEK LINE

Wee‘ti Indiesﬂouth Ameriea....

Mediterranean
West Indies

BRogRREBEERRNES

1985__|
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Cruise carryings, season of 195}4-55—Continued

Nature of cruise

HOME LINES

Feb. 3,1055 | Italia..._.............| West Indies-South America
Feb. 11,1955 | Queen Frederica. Mediterranean.... ... s
) o - West Indies-South America.

Feb. 18, 10955 do
2‘ 1955

BRERBEY

INCRESB LINE

West Indfes..........

ITALIAN LINE

Conte Blancamano. ...| West Indies-South America

NORTH GERMAN LLOYD

BRln. . e West Indles-South America.....

NORWEGIAN AMERICA LINE

Oslof)ord._._...._......
e R R R er. Indies

Kungsholm
Stockhelm
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Cruise carryings, season of 1955-56

Passengers

Nature of cruise
Full Part

cruise | cruise |

AROSBA LINE

Feb. 11,1956 | ArosaBun ... .....| West Indies. .oococmsoncacioraaan

1 Sailed from Boston.
AMERICAN EXPORT LINES

Feb. 21056 | Constitution...........| Mediterranean

CANADIAN PACIFIC STEAMSHIPS

18, 1056 | Empress of Scotland...| West Indies-South America.

9, 1056 |..
2, 1956

fes .
Mediterranea
irth Cape -

FRENCH LINE

West Indies-South America.___.

Flandre 2. .

Ile de Franee. ..
Flandre ¥_____
Ile de France.
Flandre ?_..

Ile de France.

2 Balled from Galveston.
3 Eailed from New Orleans.

Dee, 27,1955 | Olympia..
Feb. 10,1956 |._.._do..
Mar. 2, 1956
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Cruize carryings, season of 1955-56-—Continued

Passengers
Num-
Nature of crulse ber of
days Full Part
cruise | cruise

HOLLAND AMERICAN LINE

Dee, 17,1955 | Nleuw Amsterdam - _‘ West Indies-South \meru:a_....
Dec, 21,1055 | Maasdam._ ... . e ido e o
Jan. 4,1956 | Nieuw Amsterdam____| ____do..

Jan. 5, 1956 | Maasdam.. e
Jan. 19,1956 | Nieuw Amsterdam .| ...
Jan, 23,1056 | Maasdam 4___
Feb. 4,1956 | Nieuw Amsterdam __
Feb, 9,1956 | Ryndam..

Feb. 24,1956 | Nieuw Amsler:l.un._.. 2
Mar, 12,1956 do-i i
May 7,105 | Ryndam _.| Mediterranean_
May 26,1056 | Maasdam.. ---| West Indies..
Oct. 10, 1056
Nov. 28, 1956 R:,hdmn

EREREREERaREEg |

4 Balled from Norfolk.

Dec. 23,1955
Jan. 5,105
Jan. 21,1956
Feb. 6,1956 " . West Indies-South and Central
America.

Feb. 8,1956 : W\‘sf Indies-South America
Feb, 20,1956
Mar. 21,1056
Apr. 6, 1950

REEB BEER

Dec. mws.a
Dec. 26,1¢
Feb., 24, 11)51.
Apr. 20,1056 ~ 88

May 25,1956 -| West Indu's South America.
June 15,1956 : N.)auu-lh».um

Sept. 7,1956 |.
Bept. 23,1056

8 Not available, ITALIAN LENE

Dec. 22,1055 | V West Indies-South America

NORTH GERMAN LLOYD

Berlif.«.veeeaeeeaa-.] West Indies-South Amarica

NORWEGIAN AMERICA LINE

Dec, 22,1955 West Indies-S8outh Ameriea.
Jan, 6, 1956 do.

Feb. 7,1056 e -
June 30,1056 = North Cape....

Nov. 16,1956 5 Wiest Indies-South Ameriea

'EDISH AMERICAN LINE

Jan, 6,1056 Around the world
Mny 16, 1956 do_. West Indies-South Ameriea. ...
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Cruise carryings, season of 1956-57

Nature of eruise

Num-
ber of
days

AROSA LINE

Feb.

90, 1957

Mar. 2,1957

Arosa Bun!._

West Indies

SN I R

1 8ailed from

Boston,

CANADIAN PACIFIC STEAMSHIPS

Jan.
Jan,
Feb.
Mar.

15, 1057

Empress of Beotland....
ceventO

West Indies-South America. ..
-.do X% -

e A

CUNARD STEAM-SHIP CO., LTD.

Dee.

Jan,
Jan,
Feb,
Feb.
Mar.

May
July

Bept.
Bept.

22, 1956
19, 1957
24, 1057
7, 1957
28, 1957
21, 1957
6, 1957
11, 1957
2, 1957
6, 1057
21,1957

Carinthis. oo ceeea..

“| North T e
-| West Indies-South America. ..

West Indies-South America...

West Indies

ERERSENNNNER

FRENCH LINE

Feb.
Feb.

1, 1057
21,1957

Tle de France..........

e D e s e

West Indies-South Ameriea. ..
West Indies

FURNESS LINE

Apr.

27,1067 |.

Queen of Bermuda.....|
Ocean Monarch........
Queen of Bermuda.....
Ocean Monarch. _ ...
Queen of Bermuda.

Queen of Bermuda..
Ocean Monareh. . ...

‘West Indies

. 0
West Indles............. SiEaT
Bermuda-Nassan . ..« ccneeen.-
West Indies_....... s
Bermuda-Nassau . .o coeeeree--
West Indies-South Amerlea. ..
Bermuda-INasssi - -« cveecacaas
West Indies
Bermuda-Nassau . - coooecnnen
8t. George-Nassau . ...

weBelobeSeens

GREEK LINE

Mar.

14, 1957

West Indles
A
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Cruise carryings, season of 1956-57—Continued

Nature of crufse

HOLLAND AMERICA LINE

Dec. Maasdam. .............| West Indies-South America. ...
Jan, Ryndam._._. )

Jan, cee-atlO?

Jan, Nieuw Amsterdam. .
Fab. Ryndam...........
Feb, 19, Nieuw Amsterdam_ .
Feb. 23,1057 | Statendam______.___.___|._._. -
Mar. 4,1057 | Maasdam assau-Havana._
Mar. 8 1957 | Ni 4 West Indies-South America
Mar. 186, 1857 | Bt et Indbel oo o an i
Mar, 25, 1057 Port-su-Prince-Havana._ ...
Mar. 29, 1957 West Indies-South American
Apr. 25,1957 | Ryndam......_ Iberia-north Europe.... ceeee.-
Apr, 30,1957 | Nieuw Amsterdam Nassau-Havana.

Nov. 1,1057 . West Indies-South American. ...
Nov. 27,1957 |...-- West Indies

Dee. 10, 1057

TNENRNSRRNBURES

lcCoxc)

% Sailed from New York and Norfolk,
1 Not available.
HOME LINES

Dec. 22,1956 | Homeric. . West Indies-South American... .
Jan. 51857 |

Jan, 23,1957 |.
Feb. 81057 |.
Mar.

nuNEReR

4, 1957

NCRESS NASSAU LINE

West Indies-South America.
Nassau-Havana,

ITALIAN LINE

Conte Biancamano....| West Igdms-South America

NORTH GERMAN LLOYD

Berlln. ... ... West Indies-South Ameriea

NORWEGIAN AMERICA LINE

. 14,1957 | Oslofjord. ... West Indies-South Amerles. ...
y Bergensfjor -do.

South Atlantic-West Afriea___
West Indies-South America
West Indies

I‘crlmnf-ﬂord North Cape

Oslofjord.. West Indies-Bermuda. ...

RS T e West Indies-South Ameriea.
Bergensfjord. West Indles_. .............

Nov. !9,195? Oslofjord...

® Not available,
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COruise carryings, season of 1956-57—Continued

Passengers

Nature of cruise | Staft
Full Part
cruise | cruise

SWEDISH AMERICAN LINE

Kungsholm___ West Indies-South Ameriea. .
Around South Ameriea.
West Indles________
Seandinavian (1 way’
West Indies.

-do.....

= -do...
Nov. 16,1957 . - 1 FeEae

1 Not available,

carryings, season 195758

Passengers

Nature of crufse
Full | Part |Staff
cruise | erulse

AMERICAN EXPORT LINES

Independence..........| Mediterranean. ... ..oceee...

AROSA LINE

Dee. 20,1957 | Arosa Sky West Indies. 2 o

Jan, 7,19:8 -----| West Indies-South America.

Jan. 27,1958 |. . __ VL : “e-.f. Imlwa

Jan. 28,1058

Feb. 11,1058 |. < ~d i TSR
14, 1958 .dod__

. 27,1958
Mar, 6,1958
Mar. 15, 1958
Apr. §5,1958

1 Safled from Miami.
2 Sailed from New York and Wilmington.

CANADIAN PACIFIC STEAMSHIPS

15,1958 | Empress of England. .. “eqt Indles....
. 31,1958
. 21,1658
. 14, 1858

CUNARD STEAM-SHIP CO., LTD.

Dee, 21,1957 | Sylvania West Indies____
Jan. 21,1958 | Caronia. World cruise. .
Jan. 24,1958 | Britannle. . \1<-|lmlrmm-an
Jan. 27,1958 -| West Indies_.
Feb. 11,1958 |.._..do..... -| West Indies-South J
Mar. 5,1958 |.

Mar. 22,1958 :
Apr. 8 1058 do. .| Wes i outh America.
May 13, 1958 Mediterranean

July 3,195 .do.. North Cape..

Oct. 3,1958 |.__..d West Indies..

Oct. 17, 1958 <

Nov. 1,1058

NEReSBE
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Cruise carryings, season 1957-58—Continued

Passengers

Nature of cruise 1
Full Part
cruise | ‘cruise

FURNESS LINE

Deec. 20, 1057 ] Queen of qumuda eee-| West Indies.
Do... l (}rum Monarch.. -| Bermuda-Nassan.
4, 1¢ 58 --| West Indies.__.__.
11,1958 l.)u{_-vn of Bermuda. Bermuda-Nassau.
. 81,1958 | Occan Monarch._.....__|.... do.. L.
.1, 1058 | Queen of Bermuda.....| West Indies.
. 15,1958 | Ocean Monstvh___.
. 21,1958 | Queen of Bermudsa.
1,1958 | Ocean Monarch. ..
7,1958 | Queen of Bermuda._
. 21,1958 | Ocean Monarch._ .
4, 1958 .
DL SRR SR e e Tl

WL E @D IEE W

GREEK LINE

. 20, 1957 | Olympla.... -| West Indies-Sonth America. ...
Jan. 6, 1958
Jan. lu I'IuS
Bept. 8, 1058
Dec. 1-’., 1953

HOLLAND-AMERICA LINE

Dec. 20,1957 | Nieuw Amsterdam. ...
Dec. 21,1857 | Statendam..
...| Maasdam_

St [
“Statenda Hsss

Nieuw A nntvrdam -| Port-au-Prince-Havana.
West Indies
Maasdam__ j Edn.) o et

Nieuw Amsterdam____| West [ndies-South America. ...
Mansdam......... West Indies.

Nieuw Amsterdam____|.____do

Maasdam.. A e, T
amenedO ---| Nassau-Havana.

Nicuw Amsterdam West Indies. ...

Statendam.. Seanding

Rsn;lfun --| West Indies-South America

- ao .

BYERUEEEEREEERE

. S it | e e
. 31,1068 --do -| West Indies.
1, 1958 Bermuds

8§, 1058 do. ... West Indies..

HOME LINES

se. 21,1958 | Homerlo. ... West Indies-South America
Jan. 6.1058 |.__..do.... -| West Indies
Jan, 22 1058 £ West Indies-South Ammm
Feb, 6,1058 alla..__. o \\cal. Indh‘-‘ A
Feb. 8, 1958
Mar. 1,1958
Mar. 19, 1958
Apr. 2 1958

HNNBEERS
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Cruise carryings, season 1957-58—Continued

Passengers

Nature of cruise
Full Part
crajse | cruiss

INCREBS-NASSAU LINE

NmR o s

ansuu Bcrﬁjudn ey !

NORTH GERMAN LLOYD

Berlin. ..o eeeeeee.| West Indles...... ... ——

NORWEGIAN AMERICA

10,1958 | Bergensfjord South Pacifie cruise
Oslofjord....... West Indies

d South Atlantic-Africa.
-] West Indies...........
North Cape.-...eveve--
W c%(i Indies

i Not available.
SWEDISH AMERICAN LINE

Dec. 21,1957 | Gripsholm.............| West Indfes.....__.__.____.
Jan. 6,1958 |.....do.. A West Indies-South America_.
Jan. 17,1058 & South sea isles-Far East.._......
Feb. 15,1938 : South Ameriea. .
June 28,1958 |.....d North Cape...
Aug. 13,1958 do... West Indies....
Aug. 26,1958 | S 25 Seandinavian .
Oct. 3,1958 S (o -| West Indles...
Oct. 11,1058
Oct. 24,1958
Nov. 4,1958
Nov. 15,1958

ZIM LINE

. 21,1958 | Jerusalem..............| West Indles.......omueeennoonen.
Dec. 12,1058 do

[+ AR e

CLIPPER LINE, INC.

Br.elhla Polarisé__.......| West Indies..

do
West In-lies-&m,hrugge..
West Indies

4 Balled from New Orleans.
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COruise carryings, season 1958-59
[Where passenger numbers are not shown they are not presently avallable]

Passengers

Ship Nature of cruise
Full Part
cruise | cruise

CANADIAN PACIFIC STEAMSHIPS

. 14,1950 | Empress of England
. 80,1050 do

. 20,1059

. 13,1059

. 23,1968 | Mauretania. _.o.......
6, 1050
20,1059 | Caronia._ . _
21, 1050 | Mauretania
23,1959 | Britannfe ... — ¢
b, 7,18589 | Maurctania
. 27,1959 do
. 21, 1959
7, 1850
12, 1950 2
2,1950 |.....d Jorth Cape ...
3, 1950 Mediterranean

BEENRERERONR

FURNESS LINE

West o R IR R S

West ‘{mlies South America. .
West Indles

Bermuda-Nassau
Bermuda

GREEK LINE

Dec. 23,1958 West Indies-Bouth America
Jan. 6, 1959 d =] West Indies. . ceeeeceoaa. ..
Jan, 17,1959 do

Jan. 20,1959 | Arkadia (New York)

(Charleston).
Feb, 6,1059 rkadia
Feb. 25, 1959
Mar, 9,1959

HEE R By

HAMBURG-ATLANTIC LINE

Feb. 11,1050 West Indies-South America
Jan, 31,1959 do West Indies. ..cmvovnee-n -
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Cruise earryings, season 1958-59—Continued

Passengers

Full Part
cruise | erulse

Nature of cruise

| Staft

HOLLAND-AMERICA LINE

Dec. Ill,l!l:'ﬁ' Nieuw Amsterdam....| West Indies
, 1958 | Statendam SRR R
Y er----| Maasdam. . do..
5,1950 |.....do._
6,1050 | Statendam.__.___ 1
L1950 | Nieuw Amsterdam_._._| Nassan- Hi
|esenelle v e carnees | WSt Indie
Maasdan 3.
'\wuu Amsterdam

A .5.! !‘#"J
5, 1950
A ]lJ. 1050
. 14, 1059
. 26,1950 |.
. 4,1959 1.
. 17,1950 |
, 1959 S
25,1059 | \w w ;\ms{nrli\.m Bermudn
oy RS R e 5
. 22,1950 | Maasdam__ -| Mediterranean.
Oct. 23,1059 | Nicuw Amsterdam Port-au-Prince, Havana.
2, | Statendam 2_____......| West Indies.
s Nieuw Amsterdam__._|...__do .
Dee. 11,1950 | Rotterdam___________"_| South Americ
|

? Sailed from New York and Norfolk.
! Chartered.
HOME LINES

Homer

Italia_

Fe i

F[nmvrh_ .

Italia. . 2 ki

Homerie -| West Indies-8

50 | Italia. e Otk -

Homer R = =0,

Italin 4

+ 20, IJ u'll Hom

. 23,1959 | Italia 4
1, 1959 dot
6, 1959 | Homeric_

. 13,1950 | Italin s

. 18,1950 |.___ do¥.

. 23, 1950

alled from Galveston,
Jailed from Charleston.
¢ Salled from Wilmington.
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Cruwise carryings, season 1958-59—Continued

Passengers

Nature of crulse
Full Part
erulse | cruise

INCRES-NASSAU LINE

. 19,1958 | Nassan. ... NBESAN.  oovennaus
. 26, 1958 | Nassau-Havana
6, 1959 vemwewe| Wost Inilles, N
Prince,
23, 1959 Nossll...ocuionmsas
30, 1959
. 6, 1950
. 13, 1959
20, 1959
Mar. 6,1050
Mar.
Mar, <
Mar.

-
oo-3

R 1 WP SR ea
Nassan.

Apr,
May —
May 11 . -| Nassau-Berm
May 22,101 «| Nassau...
Moy
June
June
June
June
July 59 |.-.. = Nassan. .- ..
July

July 24,1950
July 31,1959
Aug. 17,1950
Aug. 14,1059
Aug. 21,1959
Sept. 2,19590 |. -| West Indies_..._.

Sept. 18, 1950 i Nassau.....
Sept. 25,1950 3

Oct. 2,195
Oct. 9,1959
Oct. 16,1959
QOct. 23,1950

b B B B B R = R e R e B i R e R B i -l E e E -1 =R A R - R R L ]

NORWEGIAN AMERICA LINE

Dec. 23,1958 | Oslofjord West Indies......

Jan. 14, 1950 Ao Caribbean_ .

Jan. 17,1959 | Percensfjord. Lo [ R T T
Feb, 12,1059 | Oslofjord.._. West Africa-Mediterranean .
Apr. 17,1950 I West Indies......

June 25, 1950 -| North Cape..

Oct. 2 1950 ‘! West Indies

Oct. 24,1950 |.___.d 8an Jnan/8t. Thoms

Nov. 20, 1959 - ce=ee| West Indies

1 8alled from and returned to Wilmington, N.C.
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Oruise carryings, season 1958-59—Continued

Nature of cruise

EDISH AMERICAN LINE

Al

West Indies.
Bermuda_
West Indi

< -| Nassau_.
Kungsholm__ -| West Indies.
o Stockholm 1_ Berlin/Nassan
Feb, 14,1959 | Berlin West Indies.

¢ Bailed from Wilmington.

# Safled from Boston, chartered.

» Sailed from New York and Wilmington, chartered.
1 Bailed from and returned to Wilmington, N.C.

1t Bailed from and returned to Philadelphia.

ZIM LINES

Dec. 23,1958
Jan.

Nov. 11,1950
Nov. 21,1950 |.
Dec. 51950
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Supplement to cruise carryings, season 1958-59

Nature of crulse

AROBA LINE

Jan, 20,1959 Wl Toie, o e n v e i b e

CLIPPER LINE, INC,

Jan, 7,1950
Jan, 24,1059
Feb. 16,1959
Mar. 12,1059
Apr. 31850 |.
Arr. 18, 1950
May

5, 1050 de
May 20, 1659 v -| West Indies-Mediterranean.
Dec, 21,1959 s West Indios_. .oorevincssnnansoss

| Bailed from New Orleans.
COSTA LINES

Nov. 7,1950 | Franca CY_...........| Port-au-Prinee. ..ceeecencmeaaee-
Nov, 14,1059 |. - West Indies_.

Nov. 28,1959
Dee, 12,1959 |. X
2 v L ERSRT T T E S

1 Balled from and returned to Port Everglades.
HAMBURG-AMERICAN LINE?

Feb. . .
Mar. . FREG | SRMOVEARS it o
Mar, < . West Indies-South America
Jltipr. 7, 10! X West Indies

ay 12, = L o LGRS e ey Sl
June 2, . West Indies-Europe. .
Dec. 19,1959 Al West Indies

Jan, 31,1959 West Indies
/ do

I Safled from New Orleans.

1 The Ariadne, formerly the Pafricia, was purchased by the Hamburg-American Line and operated as the
Ariadne, then sold to Ariadne Cruise Lines, Inc.

¢ Sailed from and returned to Galveston.
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Cruise carryings, season of 1959-60

[Where passenger numbers are not shown they are not presently avallable]

Bhip

Nature of crulse

Num- |
ber of

days

Passengers

Full
cruise

Part
cruise

AMER

ICAN EXPORT LINES, INC.

Mar, 12,1060

Independence..........

Mediterranean. ... oeeeeo...

CANA

DIAN PACIFIC STEAMSHIPS

11, 1060
18, 1960
. 27,1960
. 80,1960
. 18, 1660
. 17,1960
. 29, 1960
9, 1960

Empress of England. ..
Empress of Britain___.
Empress of England . _.
Empress of Britain. ...

Empress of England.._|.

Empress of Britain. ___

Empress of England...|...

West Indies..

Dee. 22,1950

. 31, 1960
. A7, 1860
4, 1060

Caronia.

Britannic
Caronia..
Muauretar

Waorld ..
West Indies.

\{t‘d iterranean. .
North Cape...
West Indies

Medite rr.m{-‘m -

-

——
O e e Lt ]

FURNESS LINE

26, 1959
5, 1960
14, 1960
3, 1960
24, 1960

. 12, 1960
. 31, 1960
o, 1960

. 16, 1960
. 23, 1960
. 20, 1960
7, 1960
14, 1960
21, 1960
27, 1060
4, 1060

18, 1960 |- -
y 25,1960 |

2, 1960 |.

16, 1060
2, 1960
6, 1060
13, 1960

2ﬁl!i'1n‘

. 17,1960 |-

Bermuda-Nassau .
Bermuda.
West Indies.
S| | A

do.

| A
Hz-rnludn-?\us:-
Bermuds. .. __
Bermuda-Nassan
Bermuda_
Bnrruml:p?&mwm
Bermuda. K=

Bermuda-Nassan

Wes

Nassau..

Bermuda, :
Saguenay, Ducrm. lirrmudn I
Bermuda.
West Indies._
Bermuda..........
Saguenay- qulmc
“’L"ij Indies.

-

! Bailed from Port Everglades.
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Cruise carryings, season of 1959-60—Continued

Passengers
Num-
Nature of cruise ber of
days Full Part
eruise | cruise

GREEK LINE

Jan. 21,1960 West Tndfes. .. __Locooooeeas
Feb. 2,1960 do._ - = Mediterranean/Black  Sea &
Greek Islands.

Oct. 81,1960 | Arkadia 3. Bermuda..

Nov. 51960 | Arkadla? Kingston-Nassan. ... .......

# Sails from and returns to Boston.
HAMBURG-ATLANTIC LINE

Hanseatle..............| West Indies-Bouth America. ...

do g
R e R R

HOLLAND-AMERICA LINE

Rotterdam....._..__...| Bouth Amerlea........
Nieuw Amsterdam. West Indies...
Maasdam.............
Nieuw Amsterdam. . .
Statendam......

Nieuw Amsterdam. .
Statendam.. a0,
Rotterdam. Four con mw nts.
Nieuw Amsterdam West Indies...
Btatendam._.._..._..
Nipuw Amsterdam.
Statendam__._..__._
Nleuw Amsterdan
Statendam

NEBEREER

e

Statendam....._.... do.
Nleuw Amsterdam. West Indies-South America
Maasdam West Indles..
Nieuw Amsterdam. Port-au-Prince,
d: West Indies. .
Bermuda. . ..
West Indies..

Rotterdam. . _.__...

19, 1959 | Homerle.. .
. 23,1959

“Homeric_ Ny do. 1
Italia 1. West Indies—Bonth America. .
Homerje. Cr I R N
Italia 1 =

llorur-ri(n
Italia 1 .

ZEERBERER

Mar. 18, 14 Homeric. West Indies—South Ameriea_.
Italia ¢__ (TR SRR
Apr. Homerie. -| West Indies
Apr. = e R R T
Apr. T --| Girand Cayman
Apr. = -| Bermuda._

Apr.

RESEEB=EE

AP. 24,1960 | Tealias __________
May 27, 1060 L R

1 Bailed from Port Everglades. ¢ Bailed from Galveston,
¥ Salled from New Orleans, 1 Bafled from Tampa.

658542—61 4
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Cruise carryings, season of 1959-60—Continued

Num-
Nature of cruise ber of
days

INCRES NASSAU LINE

Nassau, Port-au-Prince_ ..

- -
e o mI N ] =00 -

Nussau.
S [

gaas

Apr.
Apr,
Apr.
ipr.

r, i
Ml':xy
May
May 13, 1960 L
May 16, 1960 - e Bnrmudu-i\asaau Port Ever-
plades,
May 20, 1960 T R LI LS TR R TR
May 26, 1960 1 West Indies
May 27,1000 | N Nassau. ...
June 3, 1960 do. TR, PP
June 9, 1960 West Indies. -
June 10, 1960 Nassau. ..
June 17, 1960 - _do
June 24, 1960 “Scantic crulse (Imm I\orfolk)
June 28, 1960 Nassau-Port-au-Prince
July §,1960 NG
July 15, 1960
}uly 22,1960 |

-

SWN W~
T

=

Baamguaa

Mediterranmn
Nassau.

=S

Nassal [
San Junn St. Thomas__.._..._..

--do
WOV, 18,1980 | eu 0. pannancnnennmnes assau-Port-an-Prince. ...

NATIONAL HELLENIC AMERICAN LINE

Queen Frederica West Indies-South America

NORTH GERMAN LLOYD

Dec. 23,1950 | Berlin......ocoeeeeae.| WestIndles. - coeeoeeceanceaeaan
Jan. 15, 1960 -do....

Feb. 1,1960
Feb. 27, 1960
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Cruise carryings, season of 1959-60—Continued

Passengers
Natuare of cruise A
Full Part
cruise | cruise

NORWEGIAN AMERICA LINE

Oatol}ord West Indies
Caribbean .
[ll'rummfmrd R
Oalurjonl Mediterranean gmnd
West Indies

do
North (‘up(
Mediterran
Bergensfjord .. West Indies
A do.
Bermuda-Nassau. .
WestIndies.________

EDISH AMERICAN LINE

Dee, 19, i West lndlcs
Jan, 6, 1960 d do.

Jan. 21,1060 | Kungsholm_
Jan, 27,1960 | Gripsholm.. West Africa and South America.
Mar. 8§, 1960 d Mediterranean

June 30, 1960 |. North Cape..

Aug. 16, 1060 1(} Haguenay- (Iuspe Bermudu
Sept. 30, 1960 West Indies

Oct. 14, 1960 d

Oct. 19, 1960
Oct. 24,1060
Oct. 28, 1060 k-.xngsholrn
Oct. 31,1960 | Gripsholm #
Nov, D“ 1960

Nov. 19, 1960

* Bails from

. 19,1050

do..
San Juan-St. Thomas_
Port-au-Prince-Nassau

HOME LINES

1talin ¥
do

May 7,1960
Masy 14, 1960

' Bailed from Port Everglades.
! Salled from New Orleans,
" Balled from Charleston.
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Supplement to cruise carryings, season 1959—60

Passengers
N e
Natare of croise ber of
days Full Part
crulse | erulse

ARIADNE CRUISE LINES, INC.!

Jan, 15,1900 | A West Indies
Jan, 15,1060 " lo

Jan, 25, 1960
Feb. 15,1960
Mar, 8, 1080 |.
Mar. 26, 1960 |-
Anr. 27,1060
Muay 9, 1960
May 14,1960 |,
Dec. 21,1960 |. nE West Indies.

1 The Ariadne, formerly the Patricia, was purchased by the Hamburg American Line, operated as tho
Ariadne and then sold to Ariadne Cruise Lines, Inc
1 gailed from New Orleans.
3 Sailed from Savannah,
4 Sailed from Miami,
COSTA LINE

Jan. 8, 1960
Jan.

Mar.
Apr.
Apr.
Apr. 28, %
May i i \\'rsl. Indit«.....
Nov. 3, A -| Port- "II.I Prince..
Nov.
Nov. !
Nov. 23, 1960 X5 Port-au-Prinece- Numu._
Nov. 28 ! West Indies

Dee. 10, 1€ 3 A do...-

Dec. o

Dee. 20, do.’s._ do..

Dee. d _| Nassan-Port-au-Prince. .

Dec. do. West Tl .

! Salled from and returned to Port Everglades,

CLIFPER LINE, INC.

West Indfes..
i

West Indiw-\!ed!termnm
West Ingies. ... o mieesbt dumamaas

1 Bailed from New Orleans.
¢ Bailed from and retarned to Port Everglades.

HAMBURG-ATLANTIC LINE

Oct. -] West Indles..
Oct. do.b.

Oct.
Nov.
Nov.
Nov,

# S8ailed from and returned to Port Everglades,
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Mr, Bur.. Where the ships concerned are those which normally
operate regularly in the transatlantic trade, we have indicated the
number of cruise passengers carried. In the case of ships whese
operators are not members of the Transatlantic Passenger Confer-
ence, we do not have these numbers.

From these listings it will be apparent that the cruise traffic has
always been substantial. In recent years it has shown an increase
over each previous year. All indications are that the 1960-61 season
will be even larger than last year. We have made some computations
which show that the revenue involved in this traffic during the
1959/1960 cruise season—from December through April only—was
approximately $41 million and that for the current cruise season this
:illmuid increase to approximately $46 million. This does not include
the eruises operated Ey ships not normally engaged in the transatlantic
trade. Since practically all of this traffic and all of this revenue
originates in the United States, it seems entirely logical that the
American passenger lines be placed in a position to compete with the
foreign-flag line for this business.

One of the definite benefits stemming from the ability to crunise
ships in season is the flexibility this provides in planning schedules.
Occasionally, when lines have ships o% different speed and itineraries,
they will overlap their sailing dates. Just recently we had an illus-
tration of this when our SS Constitution and SS Atlantic sailed
within a day of one another. Their combined bookings would have
produced a respectable number of passengers for one ship—separately
they both did poorly and their voyages will show a loss. If it had
been possible for us to eperate cruises, this overlapping would have
been anticipated well in advance and we could have planned a 19-
or 14-day cruise for one of these ships during the height of the eruise
season and returned it to its regular route under a schedule which
would have removed us from the position of competing with ourselves.

Our support of this proposed legislation should not be construed as
eritical of the essential trade route concept contemplated in the Mer-
chant Marine Act of 1936. On the contrary, we believe that over the
vast 25 years the soundness of this concept has been well established.

Ve regard it as our primary obligation to provide adequate service on
the essential trade routes we have been assigned and to devote our best
efforts to the development of traflic on these routes, So far as passen-
ger traffic is concerned, however, there are traditional seasonal impedi-
ments in this business that cannot be overcome and direct losses
avoided. We are seeking to mitigate this situation by adopting the
practices which our foreign-flag competitors have found to be effec-
tive. The legislation under consideration would make this reasonably
possible,

We are aware that certain of the American-flag passenger lines are
not in agreement with our position on this bill. This is regrettable
because we realize that the lack of unanimity within the industry im-
poses a heavier burden of deeision upon this committee. We look
upon legislation of this type as designed for the common good of our
merchant marine as a whole. In its application, it is possible that
some operators may be benefited to a greater degree than others. But
if, in the overall, the passenger-carrying segment of our merchant
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fleet is strengthened, this would be in keeping with the intent and pur-
pose of the Merchant Marine Act of 1936. !

In the case of my own company, we fully expect that in the event
of passage of the bill, other American companies may undertake cruise
operations in our area during certain times of the year. As a matter
of fact, this has already been done by the Moore-McCormack Lines.
Not only did we not interpose objection, but we served their ships as
agents at the Mediterranean ports they visited. We cannot stop the
foreign lines from entering our trade and certainly could not object
to an American company doing the same thing if all are given cruising
privileges. In any event, there is no good reason to assume that the
cruise traffic handled by one subsidized operator through the contract
area of another subsidized operator would necessarily represent pas-
sengers taken from that operator. The preponderance of this busi-
ness is now practically the private domain of the foreign lines and this
is the source that would naturally be tapped.

I would like to interpose there, Mr. Chairman, during the testimony
of the last witness, it was brought out in a report of the Immigration
Service, for the fiscal year ended June 30, 1960, the total number of
cruise passengers from U.S. ports by sea was 175,000. Of that total
number, over 143,000 were cruises to the Caribbean area.

It is quite obvious the one American operator in that territory
could not accommodate any great volume of that total.

By the terms of this bill, the American-flag operator authorized to
cruise off its regular route would be prohibited from carrying one-
way or port-to-port passengers or any cargo to, from or between ports
on the trade route of the operator holding the subsidy contract for
that trade route.

Additional safeguards against unreasonable encroachments are al-
ready available through the controls which, for the past several years,
have been exercised effectively by the Maritime Administration in
fulfilling its responsibilities under the 1936 act. Its primary insist-
ence has been, and unquestionably will continue to be, that the contract
requirements of an operator’s assigned trade route be adequately
covered at all times. It is not to %c anticipated that the cruising
authority which this bill would permit, will be granted by the Mari-
time Administration without due consideration for the effects of its
determinations upon all of the interests concerned. In brief, we be-
lieve that existing administrative means are sufficiently comprehensive
to eliminate the necessity for expanding this bill to provide for costly
and time-consuming hearings to enable the Federal Maritime Board to
decide whether cruising authority should be granted in each individual
case. With or without hearings, Maritime will make the final decision
in any event. It is our view, however, that if a requirement for hear-
ings be included, the objectives of this bill will be entirely thwarted.

At that point, Mr. Chairman, I would like to point out that the sug-
gestion that the provisions of 605 (c) of the act be applied to this bill
would mean hearings that might extend, judged by the duration of
time for hearings in the past on other subjects, anywhere from 2 to 6
years. I would also like to explain that in the mechanics of setting up
a cruise program, it isn’t a case of deciding today that 3 weeks or a
month from now you are going to operate a cruise, the preparation for
a eruise requires a great amount of time. As we envision the situation,
if this bill were enacted, we would lay out our schedule for a year,
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which we would file with the Maritime Administration, we'll say at
the beginning of the year, say in January, and we might provide for a
cruise that is to take place in November or December. Again, using
the foreign lines as a pattern, it would be of interest to know in the
case of the Aungsholm, 1 believe it is of the Swedish line, they are
already planning their 1963 cruises for that year, not 1962.

Senator Scorr. How far ahead do you think you would have to plan
your schedule to include cruises?

Mr. BuLn. To be effective you should plan a cruise, the type we have
in mind, at least 6 to 8 months in advance, to get your literature out, to
make your arrangements for your shore excursions and see that every-
thing jells on the way. I think this is probably a type of situation
which has not been anticipated by those who suggest the necessity for
hearings and I just want to reiterate that we believe that the mechan-
ics or the administrative control now exercised by the Maritime
Administration are sufficient for this purpose.

As to the computation of the operating-differential to be allowed for
cruises, we consider the provision made in section 4(b), lines 7 to 10
on page 6, to be entirely justified. We would remind the committee
that of the total subsidy paid, approximately 75 percent reverts to the
labor we employ. During the relatively short cruise periods the ships
will be off their regular routes, they wif] be manned by the same num-
bers in crew, at the same rates of pay and under the same workin
conditions; further, they will be competing for the most part wit.
ships of the same foreign flags with which they compete on their
contract routes. For instance, we compete with Ttalian and Greek
ships in our regular routes and it is the Italian and Greek ships that
£o 1n to the cruise service in the off-season.

In these circumstances, any computation of the operating-differential
for cruising which differs from that applied to the operator’s regular
route would mean more accounting detail, producing but little benefit
to the Government and imposing an additional burden on the operator.
So far as American Export Lines is concerned, we do not anticipate
the privilege to cruise as a bonanza in any sense. Rather, if this privi-
lege shnu]h enable us to a(.fnproach the break-even mark in our off-
season operations, we would consider ourselves quite fortunate,

The alternative to cruising our ships in the slack season is to periodi-
cally lay them up, although this would not eliminate our losses. Pro-
vision for depreciation and insurance must be made whether a ship is
operating or laid up, but these charges, together with the caretaker
expenses, would result in smaller losses than those incurred under full
operation,

Another result would be the loss of employment by numbers of our
trained and experienced seagoing personnel, many of whom have been
with us for years. This is a step we would be most reluctant to take,
but unless there is a marked improvement in the deteriorating situation
we would be left but little choice.

I do not think it is necessary to remind this committee of the almost
total lack of passenger ship construction in the United States in recent
years. Nor does there appear to be any prospect of an improvement
in this situation. Meanwhile, our foreign competitors continue to
build. Last year the Italian Line brought out their Leonardo da Vinci
and have two more 40,000-tonners under construction. The Zim
Lines have placed order in a French yard for a 25,000-ton passenger
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ship, while the French Line will bring out their new #rance at the end
of this year. This is only a partial listing of foreign-flag building
activity. In contrast, we seem to be going the other way. Not long
ago the Farrell Line abandoned its American-flag passenger service
to South Africa and, more recently, the Alcoa Steamship Co. took
similar action on its routes.

All of this points up the fact that in the face of constantly mount-
ing costs, our passenger fleet cannot be maintained successfully with-
out the flexibility of operations that our foreign competitors enjoy.
1f our passenger ships are to be available to serve as military auxili-
aries in times of national emergency, this flexibility during the conduct
of peacetime operations is mandatory. It is earnestly hoped, there-
fore, that S. 677 will be favorably considered by this committee.

We have a few suggestions on details of the bill which we would like
to offer to the committee:

1. It is clear from the first sentence of paragraph (c) of section 613
that the limitations imposed by this paragraph are intended to apply
only to cruises authorized by section 613, and that they do not relate
to on-line cruises such as our sunlane cruises or our spring cruise,
which are already covered by operating differential subsidy agree-
ments.

Similarly, we assume if is not intended that these limitations should
be applicable to a company’s on-line operation—this deals, Mr. Chair-
man, with restrictions to cargo and mail, and so forth, when it operates
a cruise authorized under section 613 that is partly on and partly off
its route. To clarify the first point and cover the second we suggest
that the second sentence of section 613(c) (lines 16 and 17 on page 2)
be revised to read as follows:

When a vessel is being operated on such cruises, except to the extent it is
operated between ports it is anthorized to serve pursuant to an operating differ-
ential subsidy eontract authorized under other sections of this fitle.

2. Paragraph (e) of section 613 contains a separate recapture pro-
vision for cruises authorized by that section that would require an
operator to repay to the Government 75 percent of its profits on such
cruises in excess of 10 percent per annum on its capital necessarily
employed in such cruises, even if the operator were losing money on
its operations as a whole.

We object. in principle to any condition the result of which would
even theoretically make it more difficult for the industry to earn a
reasonable profit on its investment. In its practical application, this

rovision would simply further complicate an already complicated
Eookkeepin g system.

However, the possibility that we might earn any such profit on
cruises is so remote and theoretical that we do not intend to press this
point. We feel it is of no practical importance and, therefore, will
not waste the time of the committee on it.

The final paragraph deals with merely technical changes which I
will not bore the committee with, and in closing, I would like on be-
half of American Export Lines to thank the committee for the oppor-
tunity to make this presentation.

We do suggest, however, some drafting changes in paragraph (e).
The introductory language relates this provision to eruises “as au-
thorized by this section” (p. 3, lines 18-19). When cruises are later
referred to in paragraph (e) this is usnally done by the words “such
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eruises.” In some cases, however, the word “such” is omitted. So that
no possible claim could be raised that paragraph (e) was apﬁ)licuble
to on-line cruises or voyages, such as our sunlane cruises, otherwise
authorized under subsidy contracts, we suggest the insertion of the
word “such” before “cruises” whenever that word is used in paragraph
(). This addition should be made in line 21 on page 3 and in lines
14, 16, and 18 on page 4.

I thank the chairman for the opportunity to make this presentation.

Senator Scorr. Any questions, Senator Morton ?

Senator Morrox. I have none.

Senator Scorr. Mr. Bull, is the A#lantic a new vessel or is that one
you bought and converted ?

Mr. BurL. She was originally a Marine freighter.

Senator Scorr. Originally what?

Mr. BurL. Mariner-type freighter which was converted by the Ban-
ner Line to operate to northeastern Europe, but they had only the
one ship and the operation did not turn out too successfully and we
acquired her last February, a year ago. She is really a tourist class
ship and probably one of the finest of its kind and the only one of its
kind, I think, in existence.

It is really a beauntiful ship.

Senator Scorr. Her travel time to complete the tour is 30 days in-
stead of 207

Mr. Burr. That ship extends its voyage all the way to Haifa, Israel,
}vh(]ereas the Constitution and Independent go to the west coast of

taly.

Senator Scorr. How many freighters are you operating with pas-
senger carrying capacity ?

Mr. Bur.. We have 4 of the older freighters with capacity for 12,
and now we have, well we have 12 ships under contract in new con-
struction, of which 4 have been delivered or will be next month, the
fourth one. Four will be delivered the early part of next year, and
the first four I mentioned have accommodations for 12 passengers,
and quite superior accommodations, I might add.

Senator Scorr. I take it the fall-off in passengers carried in 1959
and 1960 was due to foreign-flag competition ?

Mr. BuLL. Foreign-flag competition, plus air competition.

Senator Scorr. What kind ?

Mr. Bur. Air,

Senator Scorr. Thank you very much.

Mr. Bourson. Could I ask one question ?

Senator Scorr. Yes, sir.

Mr. Bourron. Mr Bull, in your statement on page 9, you say—

By the terms of this bill, the American-flag operator authorized to cruise off its
regular route would be prohibited from earrying one-way or port-to-port passen-
gers or any cargo to—

Now with regard to the passengers, from your long experience,
would you see any particular harm to anyone if on a space available
basis, after you had sold all your cruise prospects, and you had some
space, if you could take somebody from here to, we'll say, Israel, if
you were making a cruise over there ?

Mr. Burr. Let me explain, Mr. Bourbon. If we were going to
Israel, that would be on our regular route.

Mr. Bourson. All right, take another port you hit on a cruise ¢
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Mr. BuLL. Let's assume we are on a Caribbean cruise, where you
have a regular American-flag operator already subsidized. Now the
Grace Line, if we were to be calling at a port served regularly by the
Grace Line, I think we should not be given authority to carry one-
way passengers. However, if we were touching at a port in the Carib-
bean that is not regularly serviced by the Grace Line, I think we
might have the privilege of carrying a one-way passenger if the cir-
cumstances rma::essitatetfe

Senator Scorr. Do your freighters still operate in the Black Sea
over Odessa?

Mr. Burr. We don’t go beyond the Dardanelles, nowadays.

Senator Scorr. Thank you very much.

Senator Morron. The next witness is Mr. Ira L. Ewers, Ewers &
Duff, representing Moore-McCormack Line.

STATEMENT OF IRA L. EWERS, EWERS & DUFF, REPRESENTING
MOORE-McCORMACK LINE, INC., ACCOMPANIED BY A. J. KEENAN,
VICE PRESIDENT IN CHARGE OF PASSENGER TRAFFIC OF THE
MOORE-McCORMACK LINE, INC.

Mr. Ewers. My name is Ira Ewers, of Ewers & Duff. T appear
here on behalf of the Moore-McCormack Lines.

Our president, Mr. W. T. Moore, had hoped to be here today to
discuss this problem with you. Unfortunately, he was delayed in
South America and asked that I present this paper to you, which
he has read and approved. I have accompanying me, also with your
per&]‘l‘lission, Mr. A E’(eenan, our vice president in charge of passenger
traiiic.

We appear in favor of and urge the prompt enactment of legislation
along the lines of Senate 677. We are suggesting some amendments
which I will explain. But in whatever %orm the committee deter-
mines upon, we would ask that the action be prompt. We will be
grateful for it and try and use it to alleviate our very, very precarious
position.

We have the same problem confronting us that confronted the
America. Some of our sailings are quite light. We are always con-
fronted with the possibility and necessity of operating at substantial
losses, laying them up or seeking employment for them elsewhere.

I concur generally in the suggestions made by American Export
Lines, whose problem is similar to but differs somewhat from ours.

As most of you are aware, Moore-McCormack Lines is a subsidized
operator serving South America, Africa, and Scandinavia with 43
cargo and 2 combination passenger and cargo vessels. The two com-
bination vessels are newly built at a cost to us of about $15,500,000 each.
We have contracted for eight new cargo vessels, at a cost of $5 million
to $6 million each to us, and are getting ready to invite bids for six
more,

Since our replacement program was inaugurated, the national and
international shipping picture has worsened and earnings have vir-
tually disappearerr, and we are having difficulty not only with addi-
tional replacements but in paying for those constructeg and under
construction.

As is well known, combination passenger and cargo vessels even
under the best conditions seldom earn very much money, but their
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losses are regarded as an adjunct to the problem of the fleet as a whole.
Traditionally, our combination vessels, new and old, have lost $1 mil-
lion to $1,500,000 a year, which has been picked up out of cargo ship
earnings.

U ntﬁs the last few years, the cargo ship earnings have been ade-
uate for this purpose and still have a little for dividends. However
‘1 ecreasing revenues on our operations are approaching an overall
088,

No longer can our overall earnings support the losses on our pas-
senger ships. One of them incidentally is pledged to secure a $10
million debt which is guaranteed by the Government, and the only
recourse is to the vessel itself.

We do not want to give up the passenger vessels except as a last
resort, but failure to enact the penging legislation may expedite the
evil day unless things otherwise improve substantially. The enact-
ment of the legislation will give us some chance to weather the storm,
and will be without increased cost to the Government.

Let me give you the details.

In most every passenger trade, there is a heavy season and an off
season. Naturally, the problem is what to do in the off season so
that the profits of the good season may not be dissipated. We could,
of course, lay the vessels up, but that will cost about $3,000 per day per
ship, to say nothing of the loss of employment of their regular crews.
The other alternative is to transfer their operations to other trades
where, even if they cannot make much money, their losses would be
reduced. The latter has been the practice of the foreign lines serving
the North Atlantic for many years.

Figures are available which show the highly seasonal nature of the
N n%uﬁtlantic, from 95,000 to 150,000 citizen departures a month in
May through September down to 32,000 to 70,000 per month in the
other months,

Figures available from several other sources indicate that in the
off months in the North Atlantic, the unneeded vessels are employed
in cruises to all areas of the world. Whether those vessels make a
Eroﬁt out of such cruises, or merely reduce their losses, we do not
now, but it is probably the latter, which has also been our experience.

The passenger traffic between North and South America is also
highly seasonal, as is illustrated by charts I and II attached to this
statement.

I might interpolate here that attached to the export statement and
attached to the Moore-McCormack statement are some very interesting
statistical studies of the volume of this type of traffic and the par-
ticipation of U.S.-flag vessels. But since the magnitude seems gen-
erally understood, I won’t go into detail on it at this time.

Probably the greatest uncompensated disadvantage of U.S.-flag
vessels is fac.k of flexibility in operations. In an effort to overcome
this in part, the Maritime Administration has cooperated with us
to the extent that they believed that the law allowed and permitted
us to operate the combination vessels, which have primary allocation
to South Ameriea, on our other routes.

For example, we make not to exceed four voyages, or cruises a
vear to Scandinavia, which have about broken even; and two voyages
or cruises a year down to Buenos Aires on our route 1, thence across
to Capetown, from Capetown to Aden on our route 15A, and from
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Aden we can return to New York, either back around the Cape of
Good Hope, or via the Mediterranean. Unsettled conditions in Africa
have prevented those voyages from doing more than reducing losses,
but we are hopeful of better results in the future.

In connection with the Seanti¢ and African voyages, however, to
make the cruises more attractive, we were granted permission to eall
but not to trade at ports not within our own trade routes, but if we
do, our vessels go off subsidy for all time in excess of 314 days. This
is a_harsh penalty on voyages which are made for the purpose of re-
ducing losses, and we are suggesting an appropriate amendment.

I might interpolate here, Mr, Chairman, before the House commit-
tee in hearings upon a companion bill yesterday, it was explained
that either in the legislation or in the report, it should be pointed out
that the privileges granted by this legislation were intended to be
in addition to and not in derogation of any privileges which the op-
erators presently enjoy. I should like to add to that my own inter-
polation, or my contribution—upon not. less favorable conditions,

The U.S.-passenger ship companies have discusssed this problem
without reaching complete accord.,

There is a feeling that all of these off-berth cruises would be to
the Caribbean area in competition with Grace. This would be true
only to a limited degree. Our company believes that for cruises to
be attractive there must be novelty—no one wants to cover the same
route where different routes are available. Our program is con-
sidering—

(1) Cruises around North America: New York, Caribbean,
Panama, Hawaii, west coast of United States, including Alaska,
and then returning. I am sorry Senator Bartlett was not here
when I mentioned Alaska.

(2) Cruises around South America.

(3) Voyages turning around at Rio, or other nearby ports,
and so forth, which would all be longer cruises than the 2-week
Grace turnaround.

However, our ships sail to South America on a 35-day spread, and
it is desirable to maintain that separation, so if we schedule a cruise
of say 55 days around North America, we would wish to supplement
that with a shorter cruise to get the vessel back on the 35-day schedule.
The shorter cruise could be in the Caribbean-Bermuda or the Cana-
dian areas, all of which are attractive tourist areas, but by no means
necessarily to the same ports that Grace serves.

For example, the Sunta Rosa and Santa Paula list the following
ports: New York, Curagao, La Guaira, Aruba, Kingston, Port-au-
Prince, and Port Everglades.

There are many other nearby cruise areas that would be just as
attractive either independent of or in conjunction with some of the
Grace ports,

Under our present contract, our vessels already have the privilege
of serving Bermuda, Trinidad, Barbados, and the Bahamas, as well as
north and east coast of South America, but only in connection with full
voyages on trade route 1. This privilege without the pending legis-
lation is not broad enough to permit short voyages to t]hese areas for
the purpose of balancing schedules.

Our subsidy contracts, and all subsidy contracts, provide that all
voyages shall be upon sailing schedules, including sailing dates and
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ports of call satisfactory to the Commission. This undoubtedly will
control also cruises to the extent permitted.

Grace complains that the subsidy of other U.S.-flag vessels under
the bill might be higher than that which it receives. So they might,
but they might also be lower. In any event, Grace would have the
advantage of being able to carry port-to-port passengers and cargo
which the other U.S. cruise vessels would not be permitted to carry.

Question has been raised about. the propriety of subsidizing cruises,

It has been established that combination vessels are necessary for
the national defense to serve our foreign commerce and to meet foreign
competition. It is also becoming apparent that such vessels cannot
be maintained successfully without the privileges enjoyed by their
foreign competitors. The privilege of serving other areas in off season
where round-trip passages are ealled cruises, 1s a necessar rivilege to
the accomplishment of the primary purposes of national defense and
foreign commerce, and is in entire accord with other privileges and
permissions granted to aid in the maintenance of essential services.

I will not dilute the present discussions with the hearing of the
problem upon balance of payments and the national economy. It is
conceded tllmt the amounts spent by Americans for foreign travel is
over $2 billion a year, of which $770 million was for transportation.

The enactment of the present legislation would enable partially used
U.S.-flag vessels to obtain a greater share of the travel transportation
dollars.

The enactment of this legislation will materially assist in the con-
tinued operations of U.S.-flag passenger and combination passenger
cargo vessels, whose continuance is otherwise precarious.

We heartily agree with the ‘JI’O[)OS:I.[ to encourage travel to and with-

in the United States to ease the balance of payment deficits. We be-
lieve it goes without specific mention that the increased use of U.S.-
flag transportation facilities should be an integral part of that
program.

There are 142,000 to 174,000 cruise passengers arriving in the United
States each year, 1959-60, only 11 or 12 percent of whom are moving
on U.S, flag carriers. Most of these are citizens of the United States.
The United States has facilities to carry a much larger percentage if
properly employed and we respectfully submit the United States is
entitled to a larger percentage.

Lastly, we should point out that under the legislation, the vessels
would receive only the same amount of subsidy as they would receive
if they continued to operate in their regular berth services. The ves-
sels would, however, lose less. While we cannot honestly predict
increased recapture to the Government, we do believe that our taxable
earnings might be greater.

If the legislation costs the Government no more, but will materially
aid us, why should it not be enacted promptly %

I am appending to the remarks certain amendments that we would
like to have considered in the light of the foregoing.

(The amendments follow :)

PROPOSED AMENDMENTS TO 8. 677

Amendment No. 1: In section 613(b), page 2, delete the words “at least two-

thirds™ at the end of line 7 and at the beginning of line 8 and substitute therefor
the word “part”.
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Explanation : The limitation of cruises to one-third of a year is an unnecessary
one since Marad must find the vessels unnecessary for berth service.

Also a problem is presented. An operator has two ships. It can operate each
for two-thirds of a year, but may run into difficulty if it decides to schedule
one instead of two vessels to make the cruises.

Amendment No. 2: Add at the end of section 613(b), page 2, line 14, “without
penalty for deviation”.

Explanation: To reduce off-season losses on the primary berth, Marad and
Mooremack were able to work out off-season cruises to other routes served by
Mooremack, with some degree of lessened losses.

For example, four cruises a year were permitted to the area of its Scantic
Route 6. To fill out the 35-day interval between sailings on the major berth, and
to make the cruise more attractive, calls were made at several ports adjacent to
route 6 for the amusement of passengers but not to load or discharge passengers
or cargo. In granting such permission Marad felt that it had to penalize the
operation by taking the vessel off subsidy for the time spent in such off-berth
ports in excess of 314 days. On one representative voyage this penalty
amounted to about what the voyage lost, $20,000 to $25,000.

To grant novelty, similar eruises or voyages were authorized around Africa—
down to Buenos Aires on Mooremack’s route 1, thence over to Capeteown, from
Capetown to Aden on its route 15A, and from Aden thence to New York.

But if the vessel called homeward at Mediterranean ports for the pleasure
of its passengers (but not to trade), here again comes the penalty. The vessel
was placed off subsidy for the time in excess of 314 days which it took to make
the Mediterranean calls—on one representative voyage, about 8 days! The
voyage lost money, but less than it would on its regular berth, or in layup,
and to such losses was added this unfair penalty !

These penalties we would like to see eliminated in the proposed legislation.

Amendment No. 3: Add to section 613(c), page 2, line 18, after “cruises”
the words “except in emergencies”.

Explanation : This was obviously intended.

Amendment No. 4: Add at the end of section 613(e) (1), page 2, line 20,
“except between ports upon the operator's essential service(s), or between ports
not served by another United States flag operator”.

Explanation : If space is available, we can see no reason for such a broad
prohibition and the proposed amendment is coextensive with the discussions.

Amendment No. 5: Add at the end of section 613(c) (2), page 2, line 22, the
same language as in amendment No. 4.

Explanation : Same as No. 4.

Amendment No. 6: Add at the end of section 613(c) (3), page 2, line 25, the
same language as was added to (4) and (5).

Explanation : Same as (4) and (5).

Amendment No. 7: Amend section 613(d), page 3, by deleting all after the
first comma in line 16.

Explanation : Same as (1).

Amendment No. 8: Delete in its entirety section 613(e), from line 17 on
page 3 through line 23 on page 4.

Explanation : Financially, recapture of 756 percent instead of 50 percent with
segregated accounting, would not cost Mooremack anything except trouble—be-
cause diversion into the cruise trades is not expected to produce substantial
affirmative profits—only to reduce the losses incident to berth operations in the
off seasons or layup—and we understand this is usually true of the diverted
transatlantic liners, but such a requirement violates two philosophies which
we think are salutary:

(1) That subsidized accountings be kept on a consolidated basis as far
as possible; and

(2) That when an owner operates both passenger and cargo vessels, eco-
nomic soundness be measured on a fleet rather than a unit basis.

AUaUBT 22, 1960.
Memorandum

From: V. Fiorenza, Statistical Department.
To: Mr. A. J. Keenan, Jr., vice president.
Subject : Proposed Cruise Legislation.

As suggested by your memorandum of August 11, 1960, to Mr. Elmer E.
Metz, we have investigated some of the charaeteristics of Latin American passen-
ger business which may be of use in support of proposed cruise legislation.
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In the brief study that follows three basic truths are evident :

(1) Moore-McCormack passenger business falls into a fixed pattern or
cycle,

(2) There is a similar pattern in the total passenger business to Argen-
tina and Brazil.

(3) A tremendous market exists in the Caribbean short cruise business,

1. As can readily be seen from chart I the cycle of Mormae business has
not varied over an 8year period. Moreover, the decrease from a three-ship
fleet to a two-ship fleet raised only the level of business but did not appreciably
alter the pattern.

Although there are not sufficient data available for the new passenger ves-
sels there is no reason to expect any deviation from the previously established
pattern.

2, That this pattern will remain unchanged is substantiated by the similar
pattern which is apparent in chart II; a 4-year study of passenger business to
Argentina and Brazil. .

A logical conclusion to be drawn therefore is that the Good Neighbor Fleet
does not set the pattern but rather follows a predetermined cycle of passenger
travel over which Moore-McCormack has little or no control.

To determine what factors contribute to this prevailing cycle would necessi-
tate extensive research into market travel motivation, income levels, time availa-
ble, etc., ete.

The investment of time and manpower required to accomplish this research
is sizable enough to warrant definite indication of its need.

3. There is no doubt that Moore-McCormack is faced with recurring peri-
odic depression of passenger business, especially in the early months of the
year.

It is interesting to note that during this period, say March/April, some 60
Caribbean short cruises were advertised in 1959 and some 75 cruises in
1960.

More important, 14 of these cruises in 1959 and 25 in 1960 (a considera-
ble increase) were ships that are not regularly employed in the Caribbean
but have been drawn to this lucrative area during their off seasons. (See at-
tachment A.)

We trust that the foregoing will be of some value and if you so require
additional studies will be made.

V. FIorENzA.
ExHIBiT A

Caribbean short cruises, March—April 1959-60

Number Adver-
Name of vessel of &:mlse tised Name of vessel
ays

Homerfe.....
Mauretania
Ariadne. ...

Mauasdam_ .
Homerie. ..
Mauauretania
Oslofjord. ..
Ariadne. ...

EEBRERR

Nieuw Amsterdam___.
Empress of England. .
ranes O ...

ot
00 T

Source: Official Steamship and Afrways Guide, International, vol. LV, No. 3, March 1959, and vol.
LVII, No. 2, February 1960.
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CHART I

GOOD NEIGHBOR FLEET
AVERAGE PASSENGER REVENUE PER VOYAGE

BY MONTH OF BAILING 1950 - 1957
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CHART II
TOTAL PASSENGER TRAFFIC BY SEA
FROM THE UNITED STATES T0 ENTINA AND BRASIL
AVERAGE PER MONTH OF EMPARKATION 1956 - 1959
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T will mention only one of those amendments, only one amendment
offered by Maritime, not in the original legislation, which is to the
effect that if a vessel on cruise service calls at a port, which is on
the route of another operator, the law of the two subsidies shall pre-
vail.

Woe think that is most unfair. We think they should revert to their
original concept that the vessel would continue to receive the subsidy
that she received on her regular berth. For example, on a vessel
making a cruise from North Atlantic ports to ports on the east coast
of South America, why should she take the Caribbean differential
merely because she might happen to call at one port there which would
only be a very small percentage of her business?

Now, there is general accord for this legislation. I say the need
for the legislation is unanimously recognized and most of its features
have received the support of everyone.

There are only one or two points concerning which there are any
substantial differences of opinion. In the case of Export and in
the case of Mooremack, we have made cruises which are in part over
our regular routes and in part to ports which are not on our regular
routes. This specifically prohibits the carrying of port-to-port pas-
sengers or any cargo or mail. We believe that is wrong in principle.
We believe that, if there is available transportation space, it should be
utilized to the greatest extent consistent with the rights of third
parties. We would not want to engage in that traffic to the extent
that it competed with any other American operator rendering service
to that area. Appropriate language would seem to me could be found
to point out the privilege of carrying port-to-port passengers and
cargo might well be left to the discretion of the Commission, who, I
am sure, would see to it that no other American operator was adversely
affected.

I might say also in the hearings on the companion bill before the
House yesterday, there are a great many transportation needs, needs
for ocean transportation space, particularly in the South Atlantic
area. There must have been a dozen witnesses there at the com-
mittee hearing who stated that they would like very much to be able
to utilize some of this available space, passenger and cargo, for serv-
ices to areas which are not now receiving any ocean transportation
service from U.S. ports.

We urge that the legislation permit the cruise vessels to carry pas-
sengers and cargo but not to ports which are regularly served by
other American operators.

Now reference has been made in these proceedings to section 605 (c)
which requires very voluminous time-consuming hearings before one
operator can trade at the ports being served by another. That sec-
tion has never been extended to what we call tourist calls, where vessels
merely call for the convenience of passengers and do not load nor
discharge cargo. On the contrary, there have been a number of such
calls requested. The requests are brought to the attention of the
existing operator on the berth, and as Mr. Bull has pointed out to you,
we can find no instance of any other American operator having ever
objected to such tourist call. ~ As a matter of fact, as Mr. Bull also
explained to you, most of them act as our agents. We don’t think
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that situation is such as need cause our colleagues any fear. Mari-
time is going to see to it that whatever we do does not injure their
opportunities. , ;

So, in conclusion, Mr. Chairman, members of the committee, this
situation is long overdue for remedy and the remedy which you
give us today will not be enjoyed for the reasons that have been
explained for a year or 2 years hence. In the meantime, we must
live with the antiquated situation, so whatever you are going to
do, whatever your judgment dictates is the proper thing to do,
please do it prompt{y.

Senator Morrox, Thank you.

You and Mr. Bull are in substantial agreement?

Mr. Ewers. We have this one difference I think I should point
out to you, Mr. Chainman. The Atlantic and the Constitution and
the /ndependence are primarily passenger vessels, and they have
capacity for 700, 800, 900 passengers and almost no capacity for
cargo.

On the other hand, Mooremack vessels, the Argentina and the
Brasil, are what we call combination vessels, We have a smaller
number of passenger accommodations, but we have space available
for 3,000 or 3,500 tons of cargo, so that while it may be that to the
passenger vessels as such cargo is not an important problem, it is
to us. But with or without the cargo privilege, we will be most
grateful to you, sir, for any relief you can grant to us because we
are confronted with the alternative of just what to do during these
off-season voyages, whether to lay the vessels up or whether to give
up the traffic because our earnings have declined from a high of
$17 million a few years ago, to a low of under $1 million at the cur-
rent earning level. We must put our house in order if we are going
to continue in this business.

Senator MorroN. Your seasons would vary, I know, would they
not ¢

Mr. Ewers. Our seasons are not coexistent with North Atlantic
seasons. As a matter of fact, we have one of our best seasons in
the middle of winter for the so-called carnival eruises. Then ours
go soft right now. We have the April and May sailings very poorly
patronized, and then we go soft again in October and November.

Our summer season is not as attractive also to South America as
is the summer season on the North Atlantic. But the spread between
the maximum and the minimum patronage would be in the same
magnitude. Some times of the year they run substantially full and
some other times in the year they follow a pattern of almost no
one patronizing and that pattern, T might say to you, we have sub-
mitted as an attachment to our presentation, is a relatively constant
patiern.

_ The high spots and the low spots occur each year about the same
tame.

Senator Morrox. Thank you very much, sir.

Mr. Ewers. I thank the committee for giving us this opportunity
of presenting our problem. '

Senator Morrox. We will now hear from Mr. Davis, vice presi-
dent of the Mississippi Shipping Co., Inc.
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STATEMENT OF C. T. DAVIS, VICE PRESIDENT, MISSISSIPPI
SHIPPING CO., INC.

Mr. Davis. I have a very short statemeent.

Senator Morron. You may proceed, Mr. Davis.
~Mr. Davis. My name is C. T, Davis. I am vice president of Mis-
sissippi Shipping Co., Inc., commonly known as Delta Line.

Delta Line operates pursuant to an operating differential subsidy
contract on essential trade route 20, between U.S. gulf ports and the
east coast of South America, and on essential trade route 14, service
2, between U.S. gulf ports and the west coast of Africa.

Delta Line is cognizant of the problems of operators of passenger
vessels on other trade routes, and understands and sympathizes with
their desire to arrange for extension of the subsidy principle to per-
mit aid for the operation of such vessels on cruises. Those same prob-
lems, to greater or lesser extent, are encountered by Delta Line in the
operation of its own passenger vessels. These are three combina-
tion vessels, each equipped to carry 119 passengers, as well as some
6,000 tons of freight, which are operated on regular schedules be-
tween New Orleans and Buenos Aires, stopping at Houston, St.
Thomas, Rio de Janeiro, Santos, Paranagua, and Curacao. These
vessels, which were placed in operation immediately after World
War II, are not of the speed and other specifications which would
be required for subsidy under the proposed legislation, but are none-
theless fine vessels which are performing a valuable service in the for-
eign trade of the United States and constitute an important segment
of our American merchant marine.

Delta Line does not seek inclusion of these vessels in the proposed
cruise subsidy program. Its passenger vessels are dedicated to serv-
ice on trade route 20, and will remain so. It has no objection to other
operators being given the benefit of subsidy on cruises, but feels very
strongly that such extension of the subsidy principle should be ac-
companied by safeguards which will prevent the operation of such
subsidized cruises in any manner which would prejudice the estab-
lished operations of other American-flag companies.

The passenger business is of considerable importance to Delta Line,
as it returns average revenues of more than $1,750,000 a year. TIts
passenger vessels required large eapital outlays to provide suitable
accommodations, and are extremely expensive to operate as they re-
quire large crews and facilities for providing the excellent meals and
entertainment that must be a part of a modern ocean voyage. It
should be noted that a large part of this expense is fixed, with the
result that the company estimates that for every dollar lost in passen-
ger revenue it has a reduction in expense of only about 15 cents.

There are two marked characteristics of the passenger business of
Delta Line: first, a large number of its passengers, about one-third,
are cruise passengers who embark for the round trip voyage; second,
the company’s passengers are drawn from all parts of the country.

Attached is a list showing the number of southbound and eruise
passengers from each State carried during the period beginning with
the inauguration of the operation of these three vessels in 1946,
through 1959. It is obvious that Delta Line is in keen competition
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for such passengers with carriers offering similar services from other
coastal areas, This is particularly true with respect to the cruise
passengers, whose interest often is more concerned with a pleasant
voyage through pleasant climates on a vessel with proper accommoda-
tions and services, than in the matter of the foreign ports to be
visited.

It has been our experience that one of its strong sales points in at-
tracting passengers to its service is that a trip on one of its vessels
includes an opportunity to visit the historic city of New Orleans, with
its French Quarter, its famous restaurants, and its many points of
historical interest. Similarly, its competitors operating from the
North Atlantic can include the many and varied attractions of New
York City in their sales package.

Cruises offered by competitors at other coastal areas which were
advertised to include also a stop at New Orleans would, therefore,
considerably reduce the pulling power of what is now one of Delta,
Line’s important sales points, with consequent reduction in its pas-
senger carryings, to the serious detriment of the company and of the
services which it provides on its essential trade routes under its con-
tract with the Government. This would be particularly true where
the cruise itself were to follow an itinerary paralleling a major por-
tion of Delta Line’s route, as a cruise to Rio at carnival time par-
ticularly.

Delta Line does not ask that such cruises be strictly confined to
service at domestic ports included in the operator’s regular subsidized
service, but; does respectfully request that if the committee sees fit to
report. the bill, it do so only with amendments which will insure that
operators of cruises originating at other coastal areas will not be
permitted to stop at domestic ports off of their regular routes except
with the specific prior approval of the Federal Maritime Board, to be
granted only on the finding that such call will not prejudice the in-
terest of any other American-flag operator.

Suggested language which we believe will accomplish that result
is attached hereto.

(The attachments follow:)

ATTACHMENT No. 1

Mississippi Shipping Co., Inc—Total number of southbound and cruise pas-
sengers carrvied on combination vessels, by State of residence, 1948 through
1959

Kentucky 131
Lounisiana . 973
Maine__ 18
Maryland 99
Massachusetts 194
Michigan T4
Minnesota 211
Mississippi- 183
Missonri 607
Georgia Montana 37
Idaho

New Hampshire
New Jersey
New Mexico
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ATTACHMENT No. 1—Continued

Mississippi Shipping Co., Inc—Tolal number of southbound and cruise pas-
sengers carried on combination vessels, by State of residence, 1948 through
1959—Continued

New York ] (L e e LS SRS L 1, 360
North Carolina 181 | U
North Dakota 33
Ohio 802 | Virginia 235
Oklahoma . 278 | Washington__________

Oregon 198 | West Virginia_ . _____ 31
Pennsylvania. .o e 235 | Wiseonsin

Rhode Island 21 | Wyoming

South Carolina %
South Dakota 18
POONeRSNn... = 288

ATTACHMENT No. 2
SvGaESTED MODIFICATION OF 8. 677

Amend section 613(a) by inserting at the beginning thereof “Unless otherwise
gpecified,”.

Change the period at the end of section 613(¢) (4) to a comma, and add the
following: “provided however, That where such cruises are to include such
stop at another domestic port which is served by United States flag passenger
or combination vessels of any size, speed and capacity, prior permission for
each such stop must be obtained from the Board, and such permission shall
not be granted unless the Board shall determine after opportunity for proper
hearing that the award of subsidy for such eruise operation would not prejudice
the interest of any United States flag operator.”

Mr. Davis. In view of what Mr. Stakem said as to the cumbersome-

ness of 605-C hearings, I just thought I would point out here, that
the language suggested does not suggest that the Board undertake
a cumbersome and lengthy 605-C hearing before approving off-berth
cruises. It merely assures the berth operator an opportunity to be
heard before the Board authorizes a stop at a domestic port served
by another U.S. flag |]):;.~arq(=n;_mr or combination passenger vessel.

My experience with those administrative hearings is that it is a
matter of a day or two at the very most.

Mr. Boureon. You are suggesting a proper hearing would be that
your representatives would be given a chance to come before the
Board?

Mr. Davis. I think that is very definitely a right that should be
granted to us in the bill and there appears to be no objection either
from the lines who are proponents of this bill nor from Mr. Stakem.

Now I don’t mean by that that he has said specifically that he ap-
{u-nvos this language, but Mr. Stakem as well as Mr. Ewers have
oth stated that they would give full consideration, that full con-
sideration should be given to the position of the other operators,

What we are seeking here is the assurance in the bill that it doesn’t
matter what the complex of the Board might be in the future, that
we will have the assurance in the legislation.

Mr. Boureon. You don’t think there is any possibility that this
“proper hearing” might be interpreted as a 605-C hearing?

Mr. Davis. If there is any such implication in the language of the
suggested amendment, it should be stricken from it and the amend-
ment so written as to accomplish what I have said.
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Our counsel advises me that this does not suggest a 605 hearing.

Senator Morron. I think, as far as I am concerned, as one member
of the committee, the point is well taken. I think it should be accom-
plished, perhaps the actual language that you have submitted is not
the necessary vehicle for accomplishing that end. The testimony
here and the testimony I see from the Chairman of the Maritime
Board, Mr. Stakem, I think he recognizes this point.

Mr. Davis. He does,

Senator Morron, The committee will give serious consideration
to pinning it down more definitely in the legislation if, in the opinion
of the committee, that is necessary. I think we will be in agreement
and I think the previous witnesses have testified—in other words, they
don’t want to damage by going to a foreign port; neither do they
want to damage another regular carrier by going to its domestic port.

I wouldn’t want to l)ush that river up to New Orleans and back
again. It isbad enough to take it one way.

Mr. Davis. Probably the only times we would object would be
around Mardi Gras time, because those ships always fill up because
people come up and get a two-way deal; they get to New Orleans for
Mardi Gras and make the southern cruise, too.

The New York area, from which most of these cruises would origi-
nate, is the third largest passenger-producing area in the United
States for Mississippi Shipping Co., so you can see we are in competi-
tion.

Senator MorToN. Yes.

Thank you very much.

Mr. MeNeil, would you like to testify at this point?

Mr. W. J. McNeil, president of the Grace Line.

STATEMENT OF WILFRED J. McNEIL, PRESIDENT, THE GRACE LINE

Mr. McNerL. Mr. Chairman, this opportunity to present our views
on 8. 677 is certainly appreciated.

Grace Line operates under an operating differential subsidy con-
tract on essential trade route 4 from the Atlantic coast into the Carib-
bean, and trade route 2 from the Atlantic coast through the Carib-
bean to the west coast of South America, and on trade route 25 from
the Pacific coast to the west coast of South America.

The bill before this committee would in essence authorize the pay-
ment of subsidy for the part-time operation of major U.S. passenger
vessels solely on cruise voyages for up to a third of each year; that is,
when not employed on the essential U.S. trade routes for which these
vessels were constructed and to which they have been assigned by
contract.

We have reviewed the proposed legislation in the spirit that all
U.S.-flag operators should try to cooperate in resolving problems of
mutual concern and to assist in the overall development and promo-
tion of the American merchant marine.

Looking at it in that way, at first glance the proposal may seem
reasonable. We are of the opinion, however, that this proposed legis-
lation raises a number of questions, some of which concer
cepts of the Merchant Marine Act of 1936. For this r
that certain changes in the bill should be considered.
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We are well aware of the problems facing many subsidized lines,
including our own, in connection with the seasonal aspect of both
cargo and passenger demands upon a trade route. For example, the
Grace Line has severe seasonal fluctuations of passenger 111-:111;111(].
Grace Line also has the same problem in the case of cargo. Such
things as the seasonal refrigeration requirements of the Chilean fruit
season, as well as other seasonal trade fluctuations, must be recog-
nized as having the same inherent problems as the passenger business.

In the House hearings, as a matter of interest, one of the proponents
of this bill has suggested that their two passenger vessels should,
when possible, carry cargo on cruise voyages.

We are entirely sympathetic to the problems of seasonal passenger
traflic demands faced by the subsidized lines and it has been hoped
that the several interested companies could work out some mutually
supportable program. It was and still is our desire to arrive at some
solution which would provide on a sound basis an extension of the sub-
sidy principle for the purpose of assisting the U.S.-flag passenger
business—while making sure that the authority to do so was accom-
panied by safegunards to prevent its application in any manner as to
prejudice already established operators.

We are of the opinion that the proposed legislation as originally
worded, and even with certain modifications which have been pro-
posed, raises a number of questions, some of which concern basic
concepts of the Merchant Marine Act of 1936. For this reason we
feel that additional examination of the bill is in order and that other
changes in the bill should be considered.

While the bill as written is sufficiently broad to cover any area, it is
our understanding that the bill now under consideration grew out
of a specific problem faced by a single steamship line; namely, Amer-
ican Export’s problem concerning the off-season operation of the
SS Atlantic. 'This particular passenger vessel was acquired by Amer-
ican Export in February 1960 and was placed in operation on the
Mediterranean run in May 1960.

This legislation, as it is now written, might help to alleviate the
problem of the off-season use of the SS Atlantic and perhaps the
Argentine and the Brazil. However, we feel that in attempting to
solve this problem of one or two operators many other problems would
be created for other subsidized operators—both passenger and cargo—
now and in the future.

We believe that the passage of this bill as now written would have
a harmful effect upon the Caribbean eruise business of the Grace Line,
and in our opinion would set a precedent which would jeopardize the
basic trade route concepts of the Merchant Marine Act of 1936. We
must question the wisdom and practicality of legislation which would
authorize any other subsidized 1T.S. line to make subsidized cruises
into the Caribbean without the usual protection now guaranteed to us
by the Merchant Marine Act. These eruises, which would not be on
the regularly assigned trade routes of the vessels involved, would
directly parallel or at least cover the same essential trade route area
we now serve. Under the circumstances, these vessels would be in
direct competition with the regular year-round, long-term contrac-
tual Caribbean service of the Grace Line. A solution which radically
departs from the essential trade route concepts of the 1936 act, which
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benefits one segment of an industry to the detriment of another, and
which, if adopted, will materially harm an existing essential U.S.-fla
service, can only add to the burdens of the industry rather than help
overcome them.

When Grace Line entered into its subsidy contract with the Govern-
ment, it agreed to provide regular passenger and freight service to
ports of call on trade route 4 (between U.S. Atlantic ports and the
Caribbean). Grace Line also agreed to invest about $30 million of
its funds in the new Santa Rosa and the new Santa Paula for opera-
tion on this service, which, as you are aware, are two of the most
modern passenger-cargo vessels now flying the U.S. flag. When the
funds were invested, Grace Line met its obligations in reliance upon
the safeguards provided by the 1936 act and upon the agreements
entered into thereunder.

The subsidized operation of the Sanfa Rosa and the Santa Paula
between U.S. Atlantic ports and the Caribbean is based upon the
determination that the operation of such vessels is required to meet
foreign-flag competition and to promote the foreign commerce of the
United States. However, fundamental to being able to operate these
vessels to the Caribbean throughout the year upon a regular weekly
basis, is the carriage of cruise passengers which augments the regular
argo and one-way passenger revenue. Without a steady cruise
passenger demand, it would be uneconomic for any U.S.-flag operator
to attempt to operate vessels of the size and characteristics of the
Santa Rosa and Santa Paula on a regular basis in the Caribbean trade.

While the Grace Line ships are now protected by the provisions
of the 1936 act when operating under their existing subsidy contract
on the essential 1.8. trade routes to which they are assigned, the pro-
posed bill would permit other vessels to invade the Caribbean, not
only during the portions of the year when there is an increased vol-
ume of travel to the area, but also during periods such as October
and November when the passenger demand is also ext remely light.
These other ships would be able to offer cruise itineraries designed
solely to attract cruise passengers and to call at domestic and foreign
ports which the Senta Rosa and the Santa Paula cannot ordinarily
serve due to their trade route obligations, all without consideration
of the irreparable harm that will be done to the year-round weekly
Caribbean service of Grace Line.

To indicate the importance of Caribbean cruise business to the
Grace Line, in 1960, $5,538,000 of our revenue came from this source.

We must now depend more and more on cruise business as the one-
way business to South America is declining—primarily due to im-
proved aireraft schedules.

I might add at this point that on Tuesday some of the House com-
mittee members in discussing cruises may have been left with the
impression that a cruise, as normally referred to, consisted primaril
of a single group such as bankers, bar associations, et cetera, whic
take oyer an entire ship for a given number of days. While there is
a considerable amount of this group type of cruise business, the fact
is that actually the great bulk of cruise business is a mass of individual
round-trip passengers.

In short, if the proposed legislation is passed, the Santa Rosa and
the Santa Paula will be faced with strong U.S.-flag competition, pos-
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sibly tracing some or all of our ports of eall, enhancing their itinerary
by calls at nonessential ports, with the right to call at domestic ports
such as San Juan and Port Everglades, able to vary the length of
cruises offered, charging lower passenger fares, receiving higher sub-
sidy rates than those received by Grace Line unless, of course, the bill
is amended along the lines recently proposed by the Chairman of the
Federal Maritime Board and, of course, with the sole aim of helping
to carry their investments during their own off seasons at marginal
profit Tevels. Tt is impossible for us to visualize how this can occur
without having a substantial and material prejudicial effect upon
Grace Line’s ability to perform its contract obligations on a year-
round basis upon the trade route. Certainly this past year was not
profitable in this area. :

I might say these two ships didn’t make any money in the past year.
There are several reasons: partly was the decline in business, and
partly because of cargo rates. This has not been a profitable year for
these two ships.

We believe, if the legislation is passed, it will substantially affect
the basis upon which both the Maritime Administration and Grace
Line found it economically feasible to construct the Santa Rosa and
the Santa Paula, and economically sound to finance them.

I might point out to the committee that, while the passage of this
bill would have an immediate and serious effect upon the Grace Line,
it could, and probably would, lead to the invasion of other essential
trade routes throughout the world which are now served by other
subsidized operators.

It is a basic concept of our Merchant Marine Act of 1936 that the
subsidized American-flag fleet should be regularly operated on as-
signed trade routes for the purpose of meeting foreign flag competi-
tion and to promote the foreign commerce of the United States. As
the committee is well aware, no shipline is granted a subsidy contract
or assigned an essential trade route until a full and complete investi-
gation is made by the Federal Maritime Board to be certain that all
of the criteria of the 1936 act are being met. Furthermore, under
the provisions of section 605(c) of the act, no line shall be allowed
to operate on a route served by another subsidized carrier unless, and
untill, the carrier over whose route the new applicant line seeks to
operate shall be given an opportunity to be heard at a public hearing
before the Federal Maritime Board, although interline agency-type
agreements are permissible.

In essence, section 605(c) is that section of the 1936 act which gives a
subsidized operator a fair opportunity to be heard and to present its
case grior to any change in, or possible infringement upon, the rights
or obligations of its operating subsidy contract. While I under-
stand some section 605 (c) hearings have in the past been protracted,
I believe the Federal Maritime Board would respond within a reason-
able time on cruise requests should the urgency so require.

1t is a matter of great concern to us, and I am sure to many other
subsidized operators, that the important protective provisions of sec-
Etim 605(c) are expressly exempted from the provisions of the present

ill.

A basic underlying factor, at the time Grace Line agreed to build

these two fine ships, was the justified assumption that as long as the
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line continued to provide regular and frequent service on the trade
route, it would be protected by the provisions of section 605 (c) of the
1936 act. While other American operators might from time to time
be admitted to the trade, this would only be permissible if the criteria
and safeguards established by the act were met and followed.

The Chairman of the Federal Maritime Board recently indicated
that the Board in discharging its obligations under the act would
afford affected carriers an administrative hearing. We do not believe
that this suggestion goes far enough. The affected carrier should
be assured of a hearing as a right rather than as a privilege. While
we have confidence that members of the present Board would be thor-
ough and fair, we do not know the composition or possible action of
some future Board. Grace and other subsidized o verators, with in-
vestments running into the hundreds of millions of ollars, should, we
believe, have statutory assurance that they can be heard.

Another matter which we believe should be considered carefully by
the committee is the operating differential subsidy aspects of this
bill.

It is a fundamental principle of the 1936 act that operating differ-
ential subsidy rates should f;e based on parity with the year-round
foreign-flag competition on the essential trade route. Under this bill
a cruise ship could operate for one-third of a year off its regular trade
route and still receive operating subsidy at a rate based on parity
with the foreign competition on its regular route.

Should the proposed bill be adopted without. the recent recommen-
dations made by the Maritime Administration, the new subsidized
ships would be paid operating subsidy, while temporarily competing
with the regular Santa Rosa and Santa Paula service at subsidy rates
far higher than those paid throughout the year with respect to the
operation of the Grace Line vessels,

This inequity exists because the foreign competition and conse-
quently the operating differential subsidy paid to U.S. operators in
some instances varies greatly from one trade route to another. For
example, in 1959 it has been reported that while American Export
Lines received subsidy amounting to almost 30 percent of its termi-
nated voyage expense, Grace Line received an operating differential
subsidy which amounted to 18 percent.

I have a few charts which show percent of subsidy to terminated
voyage revenue and terminated voyage expenses.

(Charts follow :)
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Grace Line ships operating in the Caribbean area, in bad seasons
as well as good, would receive approximately $50 per passenger less
in subsidy than ships normally operating from U.S. At I:'mtic ports to
southern Europe and the Mediterranean area. These different sub-
sidy rates would place Grace Line in a very unfavorable competitive
position.

The unfair competitive result which we have outlined above has
been recognized by the Maritime Administration as recently pointed
out by the Administration, and I believe they indicated ifmt the
Bureau of the Budget agreed. Mr. Stakem recommended a modilica-
tion of the proposed bill providing that if the cruise ships were to call
at foreign ports not on its own essential service but on the essential
service of another subsidized operator who has a lower subsidy rate,
subsidy for the cruise should be computed at the lower subsidy rate
of the existing operator. In enlarging upon his statement Mr. Stakem
indicated that if the cruise vessel were to cruise in the trading area—
not limited to specific ports—of an existing operator, the lower sub-
sidy rate of such existing operator should apply. In fact, as I re-
member, Mr. Stakem used the trade area served by Grace Line as
an example.

Grace Line supports and commends the intent of the proposed
modification.

However, to carry out Mr. Staken’s proposal we feel that we should
point out to the committee that the specific language of the modi-
fication fails adequately to meet the apparent intent of Maritime
on this point, for it only applies the rate of an existing operator if
the cruise vessel actually calls at a specific port regularly served by
such existing operator.

We believe that Maritime’s intent could be made effective by pro-
viding that if the cruise vessel calls at a port or ports outside 0% its
assigned service but which lie within a trade route area, within which
ports are regularly served by passenger vessels of another subsidized
operator, the subsidy rate of the existing operator—whether higher
or lower—should apply. In other words, if the cruise vessel cruises
in an area regularly served by a subsidized operator, it is only fair
competition to provide that they receive the same subsidy of such
operator.

One of the serious competitive A)l'()l}lel'tls facing Grace Line as an
operator engaged in the cruise and cargo business is the competition
of large foreign liner vessels which carry round-trip cruise passengers
out of U.S. Atlantic ports on what are sometimes called cruises to
“nowhere.”

1 am introducing a new thought at this point for a moment if I may,
Mr. Chairman. These large foreign liner vessels which every year
desert the North Atlantic trade and schedule cruise sailings from New
York to the Caribbean and return, are not interested in the transpor-
tation of cargo and one-way passengers on this essential U.S. trade
route, but are after the U.S. dollar paid by U.C. citizen passengers who
desire a 2 to 3 weeks’ cruise to the Caribbean and return. While these
vessels parallel essential U.S. trade routes and call at ports lying upon
those trade routes, both foreign and domestic, they are in effect, when
carrying almost exclusively U.S. cruise passengers, engaged in a U.S.
domestic trade. While the carriage of one-way passengers between
U.S. Atlantic and Caribbean ports is foreign trade of the United
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States and open to all, we suggest that the almost exclusive transporta-
tion of cruise passengers by foreign liner vessels is wholly United
States in character and rightfully should be subject to regulation and
control by U.S. Maritime authorities including safety regulations,
In this way we would lay the groundwork for protecting the interests
of the U.S. merchant marine as a whole.

What I have reference to there, say, a plant located in Baltimore,
and I drive by over there and see a foreign-owned plant. They live
up to every law in the United States, the State of Maryland, and the
city of Baltimore. Cruise s]lis)s operating in and out of Baltimore
wouldn’t have to. American-flag vessels probably would have little
difficulty operating in and out of foreign ports on the same basis, but
I think there is an opportunity here for the United States to do some-
thing that is not contemplated at this time,

We realize that any effort by our Government to solve this problem
of foreign cruise ships operating out of U.S. ports might raise certain
treaty questions with other nations and might lead to attempted for-
eign discrimination against U.S.-flag operators. Nevertheless, we be-
lieve this to be a matter which warrants serious study by the Congress
and executive branch, and I think we in the industry should help, in an
effort to find a solution to the off-season use of U.S.-flag cruise ships to
the Caribbean and other areas.

Our statement here today has had to do with the immediate problems
presented in the pending bill, mainly with off-season diversion of pas-
senger vessels,

As has been previously pointed out in this statement, the operation
of essential trade routes is one of the basic concepts of the 1936 act.
However, if the bill as presently written is passed, it will result in a
deviation from that basic concept with regard to cruise vessels. If
those particular vessels are allowed to deviate from the principle of
essential trade routes, it will set a precedent which some day may be
used in an effort to reroute subsidized ships during the off season.

May I say at this point, it is a great temptation. We have had two
vessels tied up in Baltimore for 14 months, in new conversion, which
we have been unable to use in trade routes because we can’t get people
to unload in their terminals in South America. We would love to
operate in Germany and Europe right now. It would be off our trade
routes. It isa great temptation.

In the examination of the Chairman of the Federal Maritime Board
by the House subcommittee, a question was raised on several occa-
sions whether cruise ships temporarily operating off their regular
route should not, under certain conditions, be allowed to carry cargo.
We agree with the chairman of that committee, Chairman Bonner,
that cargo as discussed should not be covered herein. The purpose
of bringing up this subject here is merely to show how easy it is to
move into a position which involves carrying cargo off route—and
we believe there is no question but that such action would lead to
breaking down the trade route concept.

In the House hearings the Chairman also made a statement with
which we can all agree. e said:

Passenger vessels operating under operating differential subsidy contracts
have a slow season during which they earn little profit or even operate at a loss.
This reduces the annual profits made by the contractor on his fleet of vessels

and thus tends to reduce profits which are subject to recapture by the United
States,
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This statement would be equally trne; I want to emphasize this,
if the word “cargo” were substituted for the word “passenger.” How-
ever, the substitution of the word “cargo” would discard the whole
trade route concept.

I know that at least some of our subsidized cargo carriers are \'ul‘]‘,'
disturbed over this precedent-setting aspect of the pending bill,
and we certainly hope it would be clearly provided that it wouldn’t.

I might say finally that Grace Line is anxious to cooperate in help-
ing to solve the problem of the off-season use of subsidized passenger
ships. We believe that a solution to the knotty problem can be
achieved without deviating from the basic prineciples of the 1936 act.

We suggest a revision of the present bill which would permit each
year the subsidized operation of U.S. passenger vessels on a limited
number of cruises, off of their regularly assigned trade routes, under
the following conditions:

1. That the Federal Maritime Board find, after hearings, that the
proposed eruises do not substantially adversely affect another U.S.-
flag service and that passenger rates and conditions would not be
disproportionate to those existing with respect to vessels of existing
operators.

2. That subsidy rates payable to the operator of such new cruise
vessels would not be in excess of the rates paid to the existing oper-
ator on the essential trade route areas involved. We think they
should be the same.

3. That the new operator and the existing operator would enter into
an agreement, valid under the shipping laws, which agreement the
Board finds would adequately protect the performance and mainte-
nance of the present service of the existing operator. Furthermore,
it would be our idea that such an agreement would compensate the
existing operator for the new operator and to offset losses caused by
the infrusion of the new operator in the trade. Last year we proposed
such a plan in our discussion which we hoped might become part
of the legislative history of a bill which would extend the subsidy
principle to off-route cruise ships. ;

While Grace Line wishes to reiterate its full support of any steps
of real benefit to the U.S. merchant marine, it sincerely hopes that
the Congress will give consideration to the effect upon an individual
operator of the proposed legislation as submitted and to propositions
such as have been suggested, as a means of protecting an existing
operator faced with this new and grave departure from the concepts
of the 1936 act.

Thank you very much.

Mr. Boureon. Mr. MeNeil, you suggest in your statement that the
chairman of the Maritime Board might afford you an administrative
hearing, or might afford any such carrier involved in a situation
like this, an administrative hearing.

Would that be apart from the idea of a 605 (¢) hearing?

Mr. McNem. No. T think, sir, the Chairman suggested perhaps
an administrative type. We do not think that is sufficient. We think
it should be a right and not a privilege. We think it should be a
605 (¢) type of hearing, although perhaps with the rules of procedures
such that it wouldn’t be a protracted hearing. It wouldn’t be long
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and drawn out and would be one on which the Board could act with
reasonable promptness.

Mr. Bourson. It has been testified here that some of those hearings
have gone on for 5 or 6 years. What would you think would be a
reasonable time to preseribe for a hearing like that ¢

Mr. McoNem. I would think 30 days. I would think it ought to
be cleaned up in 30 to 60 days at the outside. / _

Now that might seem like quite a little time. If a cruise ship is
going to operate off season, as I think testimony may have been given
to your committee, it has to be planned quite a little way ahead. I
wouldn’t from either side of the fence like to see the hearing drawn
out over a longer period of time.

I do think, however, that the operator who is running a service on
a line, let us say, week in and week out, taking the good with the bad,
and there are plenty bad seasons, it is rather disturbing to think of
what it does to your investment when during the only season, the
extra 20 or 30 or 40 or 50 passengers carried give you your profit
for the year. It could easily be skimmed off by an operator coming
with perhaps an advantage in subsidy, although I think the Chair-
man’s recommendations would help take ecare of that, but perhaps
with a reduced fare scale, and you end up the year, I say, rendering
service good and bad, in the red ink. It is a little disturbing.

We think there should be an opportunity for hearing, although we
would not like to see it drawn out. And I would say that if anybody
found us dragging our feet and not doing a good job in presenting
our case, I think it would be perfectly fair if the judge ruled a little
bit against us if he caught us dragging our feet.

Mr. Boureon. Maybe there couldn’t be a maximum time for such
a hearing set in the bill, but would you be satisfied if some such record
could be made in the report on the bill that it was understood that this
hearing would not extend beyond a certain length of time, and would
specify that length of time?

Mr. MoNem. If the right to a hearing could be left in the bill, so it
was a 605 (¢) type of hearing, and perhaps in the committee report and
legislative history indicate that the rules and procedure might well be
established to provide quick, prompt action, I think it would do the
job in that respect.

Mr. Bourson. Then it would be a question of what prompt action
would be.

Mr. MoNem I gave my thoughts as to what I thought. I think it
would be fair if the situation were reversed. It so happens this is
almost a Caribbean cruise bill, although the language applies any-
where in the world. T think the idea that started it was the Caribbean
cruise, but I would feel the same way, I think, if the situation were
reversed.

Mr. Bourron. Do you know of any situation comparable on the part
of the American merchant marine as obtains with regard to all these
foreign ships coming in on cruises? Has there ever been an instance,
to your knowledge, of any American-flag ship going somewhere else
and conducting the type of cruises?

Mr. McNem. I don’t know of any. But may I ask someone who has
been in the business a long time? Apparently none of the assembly
here know of any.

68542—61——6
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I can almost guarantee if U.S. ships did do it, we darned quick
would be under control of that government. :

Mr. Boureox. It might almost seem to be in line with domestic
shipping over here. However, we can be sure the foreign operators
and their governments would protest vigorously any more to consider
such cruises as being in U.S. domestic trades.

Mr. McNEem. Almost like coastwiseshipping. T grant you they may
stop in for daylight hours at a little port, for example, but it is almost
coastwise shipping. I agree with your remark; it is sufficiently
different to cause some trouble,

I am really wondering, because they are hauling—the only people
that are taking that eruise are U.S. citizens, at times a few from
Canada—but essentially they are carrying U.S. people on these cruises.
It is almost entirely U.S. business. 1 think perhaps we could all take
a good look at that one to see if there is an opportunity in the days and
months to come of some kind of control, perhaps, by Federal Maritime
Board over cruise type traffic sold tickets New York to New York, and
Baltimore to Baltimore.

Mr. Boursox. The committee has that suggestion, I am sure.

Senator Morron. Let me ask you just one more question.

You have your slack seasons, too, but you couldn’t—if they came at
a time when, let’s say, the Atlantic crossing was heavy, when you
might be slack—you couldn’t take the Rosa off because you have to
meet your regular schedules; is that right ?

Mr, McNen. It might be that the Maritime Board might permit. you
to take one of them off, for example, but we would be a little bit relue-
tant because in the building of a business you have to be pretty regular.

If we started to get intermittent at times of the year, I wonder if
we wouldn’t lose our position.

This isn’t all just as clear as it looks, and while in any 1 month I
might say, “We are not making money. I would like to run over
where the pasture is greener,” I think we have to think a little bit
about it in the longer pull, and I would hate to jeopardize our position
for service in this area.

Senator Morron. Thank you very much.

Mr. Noah M. Brinson, vice president of the American President
Lines. He has asked for permission to make a short statement.

STATEMENT OF NOAH M. BRINSON, VICE PRESIDENT, AMERICAN
PRESIDENT LINES

Mr. BrinsoN. Mr. Chairman, I would like to just present a state-
ment for the record and briefly say we are in favor of this legislation.
We support it in principle. We do feel that it falls quite short of af-
fording the existing operator protection on his own route or segments
of a route. We feel however that a requirement that each application
be made a subject of a hearing before the Maritime Board, direct ly
before the Board, or maybe an administrative hearing, which could
be conducted in short order, would afford us that protection.

We feel also that the definition of the eligibility of vessels to make
these subsidized eruises is a little restrictive.

I refer to our S.S. President Hoover, which is operating in sub-
sidized transpacific service, which we purchased from the Panama
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Line. Our legal authorities don’t feel it would qualify under the
law as written. So we would like to see that broadened so as to make
any passenger vessel, subsidized passenger vessel, eligible to qualify to
make these cruises in case we ever have any desire.

Mr. Bourson. You wouldn’t propose any basic minimum as to the
number of passengers carried ¢

Mr. Brinson. No, I wouldn’t. Any passenger vessel, subsidized
passenger vessel, we feel should be eligible.

Senator Morrox. Your point is any vessel that is subsidized pres-
ently as a passenger vessel would be eligible?

Mr. Brinson. That is right, sir.

Senator Morron. Your statement will be made a part of the record.

Thank you.

(The statement follows:)

STATEMENT OF NoAH M. BrRINSON, VICE PRESIDENT, AMERICAN PRESIDENT LINES

Your committee is considering 8. 677, legislation which provides for the sub-
sidization of passenger vessels when they are operated on cruises. American
President Lines, Ltd. operates three U.S.-flag passenger vessels, the Presidents
Cleveland, Wilson, and Hoover in a service supported by the Merchant Marine
Act, 1936 between California and the Far Bast. This company and its prede-
cessor has operated passenger vessels on this route for over 35 years.

We support in principle the extension of operating differential subsidy to
passenger vessels engaging in cruises off their regular routes. We strongly
oppose the bill before you, however, because of its failure to protect existing
passenger operators from invasion of their regular routes by other operators
engaging in subsidized eruises.

From its inception, the Merchant Marine Act of 1936 has provided that no
new operation supported by subsidy would be permitted on the existing route
of a U.S.-flag operator without a hearing in which the existing operator could
be heard. Section 605(c) of the act has provided this protection through the
years. 8. 677 would eliminate this protection insofar as cruising is concerned.

We urge that 8. 677 be amended so as to require the consent of any existing
operator upon whose regular route there are two or more ports that will be
called by the proposed cruise itinerary. In the event consent is not given by the
operator, the legislation should provide for a hearing by the Federal Maritime
Board in which it would determine whether additional U.S.-flag service between
the ports in question is needed.

To allow an operator to engage in service on an established route without ob-
taining such consent or approval would be completely inconsistent with the
whole pattern of the 1936 act and would jeopardize the hard won competitive
position on various regular passenger routes that has been developed by several
of the U.S. passenger vessel operators, including American President Lines.
They have served these routes in good times and bad. They deserve protection
from casual, Government supported invasion. In this connection it must be
remembered that pleasure travel with passenger motivation identical to that in
cruise travel is an important part of the present traffic on passenger routes such
a8 American President Lines, transpacific service.

We also note that the definition of the vessels is unnecessarily narrow. We
believe that any nonfreighter U.S.-flag vessel which is under an operating-differ-
ential subsidy contract should be eligible for coverage under this legislation.

Senator MortoN. A letter from Mr. Philip A. Ray, the former Act-
ing Under Secretary of Commerce, with a copy of a bill submitted to
the President of the Senate, and an explanation of the bill, will be
inserted in the record; a letter from the Deputy Secretary of Defense,
addressed to the chairman of the full committee, the Honorable War-
ren Magnuson, will be inserted in the record. This letter strongly
supports S. 677.
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A statement of Mr. Claude Newman, of the Georgia Ports Author-
ity, representing the South Atlantic Ports Association, with other
material, will be inserted in the record. )

A letter from the United States Lines, which believes the legisla-
tion to be necessary but asks for amendment, will be inserted in the
record; also a letter from the Matson Line, asking for amendment.
A letter from the Farrell Lines, Inc., suggesting a language change
in the bill.

(The letters follow:)

THE SECRETARY OF DEFENSE,
Washington, March 2, 1961,
Hon. WarreN G. MAGNUSON,
Chairman, Subcommitice on Merchant Marine and Fisheries, Committee on
Interstate and Foreign Commerce, U.S. Senate.

Dear M. CHamymAaN : Thank you for your letter of February 16, 1961, in which
you advise that the Senate Subcommittee on Merchant Marine and Fisheries
will conduct publie hearings on March 9 and 10 on several bills of interest to
the merchant marine. You ask that we advise if the Department of Defense
will have a representative present to testify.

The bills mentioned in your letter appear to be of primary concern to the
Department of Commerce and the Maritime Administration. Accordingly, this
Department will not send a representative to testify.

We wish, however, to take this opportunity to express our strong support for
8. 677, to anthorize the payment of operating-differential subsidy for cruises.

If this bill is enacted into law, it should provide a new source of revenue for
American passenger ships which could materially improve their financial po-
sition. From the viewpoint of the Department of Defense, the value of American
flag passenger ships in our readiness posture would not be lessened by their oc-
casional employment on eruises rather than on the traditional essential trade
routes,

Thank you for advising us of the scheduled hearings.

Sincerely,
ROSWELL GILPATRIC,
Deputy.

THE SECRETARY oF COMMERCE,

Washington D.C., January 12, 1961.
THE PRESIDENT OF THE SENATE,

U.S. Senate, Washington, D.C.

Dear Me. PresinenT: There are enclosed herewith four copies of a draft bill,
with an accompanying statement of purposes and provisions, which is designed
to authorize the Secretary of Commerce to pay operating-differential subsidy
under the Merchant Marine Act, 1936, for the operation of passenger vessels on
cruises not on the essential trade routes during the slack season on the essential
gervice to which the vessel is assigned.

The draft bill would not inerease the amount of operating-differential subsgidy
that would be paid with respect to the vessel. The draft bill would authorize
removal of the vessel from its essential service during the slack season for the
purpose of cruising, and would authorize the continuation of payment of operat-
ing-differential subsidy for the period of such cruises.

The draft bill contains a special recapture provision which provides for
recapture of operating-differential subsidy from 75 percent of profits earned
on such cruises in excess of 10 percent of capital necessarily employed. This
recapture is in lien of the provision of the act which provides, with respect to
other vessel operations, for recapture of subsidy from 50 percent of profits in
excess of 10 percent of capital necessarily employed.

The purpose of the draft bill is to improve the earnings of passenger vessels
without increasing the amount of subsidy.

On January 9, 1961, the Bureau of the Budget advised that there would be
no objection to the submission of this draft legislation to the Congress.

Sincerely yours,
PaiLir A. Ray,
Under Secretary of Commerce.
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A BILL To amend title VI of the Merchant Marine Act, 1036, to authorize the payment
of operating-differential subsidy for cruises

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That title VI of the Merchant Marine Act,
1936, as amended (46 U.S.C. 1171-1182), is amended by inserting at the end
thereof a new section 613 to read as follows:

“SEc. 613. (a) In this section, ‘passenger vessel' means a vessel which (1)
is of not less than ten thousand gross tons, (2) has a designed speed which
before the vessel was built was approved by the Board but not less than eighteen
knots, (3) has accommodations for not less than two hundred passengers, and
(4) before the vessel was built was approved by the Secretary of Defense as
desirable for national defense purposes.

“(b) If the Federal Maritime Board finds that the operation of any passenger
vessel with respect to which an application for operating-differential subsidy
has been filed under section 601 of this title is required for at least two-thirds
of each year, but not for all of each year, in order to furnish adequate service
on the service, route, or line with respect to which the application was filed,
the Board may approve the application for payment of operating-differential
subsidy for operation of the vessel (1) on such service, route or line for such
part of each year, and (2) on cruises for all or part of the remainder of each
year.

“(e) Cruises authorized by this section must begin and end at a domestic
port on the operator’s essential service to which the vessel is assigned. When
a vessel is being operated on ernises—

(1) it shall carry no mail or cargo except passengers’ luggage;
® (2) it shall earry passengers only on a round trip basis;
(3) it shall embark passengers only at domestiec ports on the operator's
essential service to which the vessel is assigned ; and
(4) it shall stop at other domestic ports only for the same time and the
same purposes as is permitted with respect to a foreign flag vessel which
is carrying passengers who embarked at a domestie port.
Section 605(c) of this Act shall not apply to erunises aunthorized under this
section.

“(d) The Board may from time to time review operating-differential subsidy
contracts entered into under this title for the operation of passenger vessels,
and upon a finding that operation of such vessels upon a serviee, route or line
is required in order to furnish adequate service on such service, route or line,
but is not required for the entire year, may amend such contracts to agree to
pay operating-differential subsidy for operation of such vessels on cruises, as
authorized by this section, for part or all of the remainder, but not exceeding
one-third, of each year.”

“(e) Any operating-differential subsidy contract under which the Board
contracts to pay operating-differential subsidy for the operation of passenger
vessels on cruises, as authorized by this section, shall provide that (1) if at
the end of the period specified in section 606(5) of this Act, the net profit on
the operation of such vessels on cruises (after deduction of depreciation charges
based upon a life expectancy of the vessels determined as provided in section
607 (b) of this Act, for the period of such eruises) has averaged more than 10 per
centum per annum upon the contractor's capital necessarily employed in the
operation of such vessels on such cruises, the contractor shall pay to the United
States an amount equal to 75 per centum of such excess, but not exceeding the
amount of operating-differential subsidy paid for the operation of such vessels
on such eruises during such period, and all of such net profit and the contractor’s
capital necessarily employed in the operation of such vessels on such eruises and
the operating-differential subsidy paid for the operation of such vessels on such
cruises shall be excluded in determining the amount that is otherwise payable
to the United States under section 606(5) of this Act; and (2) if at the end of
such period provided in section 606(5) of this Act, such net profit on the opera-
tion of such vessels on cruises has averaged less than 10 per centum per annum
upon the contractor's capital necessarily employed in the operation of such ves-
sels on cruises, all of such net profit or loss and the contpactor's capital neces-
sarily employed in the operation of such vessels on cruiges and the operating-
differential subsidy paid with respect to such eruises shall-be inéluded in deter-

mining the amount that is payable to the United States under section 606(5) of
this Act.”
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Sec, 2. Section 601(a) of the Merchant Marine Act, 1936, as amended (46
U.8.0. 1171), is amended as follows:

(a) The first sentence thereof is amended by inserting immediately before
the period at the end thereof the words “or in such service and in cruises
authorized under section 613 of this title”.

(b) By inserting in the second sentence thereon after the words “to promote
the foreign commerce of the United States” the words “except to the extent
such vessels are to be operated on cruises authorized under section 613 of this
title".

(e¢) By inserting at the end thereof a new sentence to read as follows: “To
the extent the application covers eruises, as authorized under section 615 of
this title, the Board may make the portion of this last determination relating
to parity on the basis that any foreign flag eruise from the United States com-
petes with any American flag cruise from the United States”.

SeEc. 3. Section 602 of the Merchant Marine Act, 1936, as amended (46 U.S.C.
1172), is amended by striking out the word “No"” and inserting in lieu thereof
the following: “Except with respect to cruises authorized under section 613 of
this title, no”.

Sec. 4. Section 603 of the Merchant Marine Act, 1936, as amended (46 U.S.C.
1173), is amended as follows:

(a) Subsection (a) is amended by inserting after the words “in such service,
route, or line” the words “and in cruises authorized under section 613 of this
title”.

(b) Subsection (b) is amended by inserting after the words “operating-differ-
ential subsidy” a comma and the words “including such subsidy for any period
during which the vessel is authorized to cruise as provided in section 613 ofethis
title” and a comma; by inserting after the words “substantial competitors”
the words “on the service, route, or line”, and by inserting at the end thereof
the following new sentence: “For any period during which a vessel cruises as
authorized by section 613 of this Aect, operating-differential subsidy shall be
computed as though the vessel were operating on the essential service to which
the vessel is assigned.”

Sec. 5. Section 606 of the Merchant Marine Act, 1936, as amended (46 U.S.0.
1176), is amended by inserting in subdivision (6) after the words “‘services,
routes, and lines” a comma and the words “and any eruises authorized under
section 613 of this title” and a comma,

Sec. 6. Section 607(b) of the Merchant Marine Act, 1936, as amended (46
U.8.C. 1177), is amended by inserting in the second sentence of the second para-
graph thereof after the words “on an essential foreign-trade line, route, or
service approved by the Commission” the words “and on cruises, if any, author-
ized under section 613 of this title”,

STATEMENT OF THE PURPOSES AND PROVISIONS OF THE DRAFT Brir To AMEND
Tiree VI oF THE MercHANT MARINE Act, 1936, As AMENDED, To AUTHORIZE
THE PAYMENT OF OPERATING-DIFFERENTIAL SUBSIDY FOrR CRUISES

Under the Merchant Marine Act, 1936, as amended, the Federal Maritime
Board is authorized to contract to pay operating-differential subsidy for the
operation of vessels on trade routes determined to be essential by the Secretary
of Commerce under section 211 of that act.

The Federal Maritime Board has contracted under that act with a number of
operators for the operation of both cargo and passenger vessels on such essential
trade routes. Under the provisions of that act, such contracts provide that if
the earnings, over a 10-year period, of the combined fleet of cargo and passenger
vessels operated by any contractor exceed 10 percent of capital necessarily em-
ployed in the operation of such vessels, such contractor shall repay to the United
States one-half of such excess profits but not exceeding the amount of operating-
differential subsidy paid during such 10-year period.

Passenger vessels operated under such contracts have a slow season during
which they earn little profit or even operate at a loss. This reduces the annual
profits made by the contractor on his fleet of vessels and thus tends to reduce
the fleet profits which are subject to the foregoing recapture provision for the
United States.

The purpose of the draft bill is to authorize the removal of passenger vessels
from the essential trade routes during their slow season, to authorize such
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vessels to cruise during such slow season off the essential trade routes, and to
authorize the payment of operating-differential subsidy during such cruises.
This would not inerease the amount of operating-differential subsidy that would
be paid with respect to such pisgenger vessels because under existing contracts
such subsidy is payable for the entire year. The effect of the bill would be
merely to authorize removal of such passenger vessels from the essential trade
routes during their slow season and to authorize continuation of payment of
such subsidy while they are cruising off the essential trade routes. To the extent
that such eruising off the essential trade routes would increase the earnings, or
reduce the losses, made with these passenger vessels during their slow season,
the fleet profits of the contractors will be increased and thus the profits of the
operators that are subject to recapture also will be increased. The amount of
operating-differential subsidy that is paid with respect to such vessels will re-
main the same because the draft bill provides that for the period of such cruising
the operating-differential subsidy shall be computed in the same way as though
the vessel for such period had been operated on the essential service to which
it is assigned.

Analysis of passenger travel on passenger ships shows definite seasonal peaks.
The high season for United States North Atlantic-Mediterranean outbound travel
ranges from March to October reaching a peak in June or July: on the home-
bound leg the peak is August or September. This same pattern exists in the
entire United States-European passenger trade. As a rule the slack period
of passenger travel both outbound and inbound oceurs in January and February.
Similar seasonal fluctuations in the volume of passenger traffic are evident in
the South American and transpacific trades.

On outbound voyages in the slow season, utilization may range from 50 to
60 percent of available space with a corresponding reduction in revenue. Exam-
ination of voyage results of one operator of large passenger vessels shows a
profit from the passenger-ship operation before subsidy in the peak season
(second and third quarters) and a considerable logs in the slow seasons (the
first and last guarters of the year).

To help offset the diminution of traffic in the off season many foreign operators
schedule repairs, inspection, and drydocking of their passenger ships in the
winter months and at the same time schedule attractive short eruises to warmer
climates to accommodate this ever-growing type of business. The importance
and extent of cruise business is evident by the number of eruises schednled with
foreign-flag vessels to the Caribbean and other South and Central American
areas from New York. More than 80 cruise voyages were advertised in a lead-
ing trade publication for each of the months of January and February 1960
ranging from a few days to a month or more, with an average of about 2 weeks
by passenger ships normally assigned to other services including such large
ships as the Nieww Amsterdam of Holland-Ameriea Line, Bremen of North Ger-
man Lloyd Line, and the Mauretania of Gunard Line. Some foreign-flag vessels
also make cruises to other areas during the winter: the Italian Line usually
transfers one or fwo passenger ships from its normal United States Atlantic/
Mediterranean service to the Mediterranean-east coast Sonth American service.
Paid advertisements and press dispatches indicate a growing number of eruises
by foreign-flag passenger vessels commencing their crnises at United States
ports, primarily New York, and such cruises exceed by far the number of the
cruises advertised by U.S.-flag vessels as a part of the regularly scheduled
services,

Most United States subsidized operators of passenger vessels employ at least
two passenger vessels on a service and the withdrawal of one vessel with a
consequent reduction in the frequency of sailings on its regular service during
the slack season should not adversely affect its overall service. The scheduling
of cruises offers the added advantage of permitting an operator to schedule
a short cruise or cruises during a period when a vessel might normally be idle
awaiting its next scheduled sailing date after annual repairs or drydocking.

Review of space utilization on cruises indicates that on well-known vessels,
passenger demand ranges from good to excellent. Since the U.S.-flag passenger
vessel fleet is well known they should meet with favorable acceptance by the
growing number of tourists who take off-season eruises.

There is no doubt that with favorable acceptance, the cruises would provide
revenue in excess of that which would be realized if the vessels were retained
in the regular service at a low utilization level.

Cruises made under the proposed legislation would not have a seriously ad-
verse effect on other U.S.-flag operators since under the draft bill competitive
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factors with respect to other American-flag operators would be minimized by
limiting the passengers to round-trip passengers, prohibiting the carriage of
mail or eargo, requiring that cruises begin and end at a domestic port on the
operator’s essential service to which the vessel is assigned, permitting the em-
barkation of passengers only at domestic ports on the operator’s essential service
to which the vessel is assigned, and permitting the vessel to stop at other domestic
ports only for the time and the satue purposes as is permitted with respect to
foreign-flag vessels earrying passengers who embarked at domestic ports. The
proposed legislation is an effort to place the operator of U.S. passenger vessels
on a more favorable competitive basis with his foreign-flag competitors by per-
mitting him to compete with them for available off-route cruise passengers dur-
ing the slack season on the regular serviee of the vessels. Through anticipated
improved financial results these operators will be able to further strengthen the
future of the U.S. passenger tleet.

The draft bill wouid add a new section 613 to title VI of the Merchant Marine
Act, 1936, which would authorize the Federal Maritime Board to subsidize
cruises, subject to the foregoing conditions, if the Federal Maritime Board de-
termines that for the period of such eruises, operation of the vessel is not re-
quired in order to furnish adequate service on the service, route, or line to which
the vessel is assigned or for which application is made. Operation of the vessel
on cruises would be restricted by the new section to not exceeding one-third
of each year.

The new section 613 would also provide that if the end of a 10-vear
recapiure period, the contractor has earned an average return of more than 10
percent per annum on his capital necessarily employed, he shall pay to the
United States 75 percent of such execess, but not exceeding the amount of
operating-differential subsidy paid with respect to such cruises. This is in lien
of the 50-percent recapture provizion of section G0G6(5) of the act. If the operator
has earned less than an average return of 10 percent per annum, his recapture
accounting would be under section 606(5) of the act.

The draft bill would amend section 601 of the act (which requires, as a
prerequisite to the granting of operating-differential subsidy, a finding that
operation of the vessel in a service, route or line is required to meet foreign-flag
competition and to promote the foreign commerce of the United States) to
require a finding that operation of the wvessel in a service, route or line is
required to meet foreign-flag competition except to the extent the vessel is
operated on cruises authorized under the new section 613. Conforming changes
would also be made in sections 602, 603, and 607(b). The amendment to section
603(b) would provide that for the period during which the vessel is operated
on cruises authorized by the new section 613, operating-differential subsidy shall
be computed as though the vessel were being operated on the essential service to
which it is assigned. The reason for this provision is that it would not be prac-
tical to make the compntation on the basis of direct competition.

Attached is a comparative text showing the changes the draft bill would make
in existing law,

COMPARATIVE TEXT SHOWING THE CHANGES THAT Wourp BE Mabpe 18 TrTLE VI OF
THE MERCHANT MARINE Act, 1936, BY THE DrAFPT Birn To AMEND THAT TITLE
To AUTHORIZE THE PAYMENT OF OPERATING-IMFFERENTIAL SUBSIDY FOR CRUISES

{ Deletions are shown in brackets ; new material is shown in italie.)
TITLE VI—OPERATING-DIFFERENTIAL SUBSIDY

Sec, 601, (a) The Commission is authorized and directed to consider the
application of any citizen of the United States for financial aid in the operation
of a vessel or vessels, which are to be used in an essential service in the foreign
commerce of the United States or in such service and in cruises authorized
under section 613 of this title. No such application shall be approved by the
Commission unless it determines that (1) the operation of such vessel or vessels
in such service, route, or line is required to meet foreign-flag competition and
to promote the foreign commerce of the United States except to the extent such
vessels are to be operated on cruises authorized under section 613 of this title,
and that such vessel or vessels were built in the United States or have been
documented under the laws of the United States not later than February 1,
1928, or actually ordered and under construction for the account of citizens
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of the United States prior to such date; (2) the applicant owns, or can and will
build or purchase, a vessel or vessels of the size, type, speed, and number, and
with the proper equipment required to enable him to operate and maintain
the service, route, or line, in such manner as may be neecssary to meet com-
petitive conditions, and to promote foreign commerce; (2) the applicant proe-
esses the ability, experience, financial resources, and other qualifications neces-
sary to enable him to conduct the proposed operations of the vessel or vessels
as to meet competitive conditions and promote foreign commerce; (4) the grant-
ing of the aid applied for is necessary to place the proposed operations of the
vessel or vessels on a parity with those of foreign competitors, and is reasonably
caleulated to carry out effectively the purposes and policy of this Act. 7o the
extent the application covers cruiscs, as authorized under section 613 of this
title, the Board may make the portion of this last determination relating to
parity on the basis that any foreign-flag ervise from the United States competes
with any American-flag cruise from the United States.,

(b) Every application for an operating-differential subsidy under the provi-
sions of this title shall be accompanied by statements disclosing the names of all
persons having any pecuniary interest, direct or indirect, in such application, or
in the ownership or use of the vessel or vessels, routes, or lines covered thereby,
and the nature and extent of any such interest, together with such financial and
other statements as may be required by the Commission. All such statements
shall be under oath or affirmation and in such form as the Commission shall pre-
scribe. Any person who, in an application for financial aid under this title or
in any statement required to be filed therewith, willfully makes any untrue state-
ment of a material faect, shall be guilty of a misdemeanor.

Skc. 602. [No] Except with respect to cruises authorized under section 613 of
this title, no contract for an operating-differential subsidy shall he made by the
Commission for the operation of a vessel or vessels to meet foreign competition,
except direct foreign-flag competition, until and unless the Commission, after a
full and complete investigation and hearing, shall determine that an operating
subsidy is necessary to meet competition of foreign-fiag ships.

Sec. 603. (a) If the Commission approves the application, it may enter into a
contract with the applicant for the payment of an operating-differential subsidy
determined in accordance with the provisions of subsection (b) of this section,
for the operation of such vessel or vessels in such service, route, or line and in
cruises authorized under section 613 of this title for a period not exceeding
twenty years, and subject to such reazonable terms and conditions, consistent
with this Act, as the Commission shall require to effectuate the purposes and
poliey of this Aet, including a performance bond with approved sureties, if such
bond is required by the Commission.

(b) Such contraet shall provide that the amount of the operating-differential
subsidy, including such subsidy for any period during which the vessel iz au-
thorized to eruise as provided in section 613 of this title, shall not exceed the ex-
cess of the fair and reasonable cost of insurance, maintenance, repairs not com-
pensated by insurance, wages and subsistence of officers and erews, and any other
items of expense in which the Commission shall find and determine that the
applicant is at a substantial disadvantage in competition with vessels of the for-
eign country hereinafter referred to, in the operation under United States registry
of the vessel or vessels covered by the contract, over the estimated fair and
reasonable cost of the same items of expense (after deducting therefrom any
estimated increase in such items necessitated by features incorporated pursuant
to the provisions of section 501 (b)) if such vessel or vessels were operated under
the registry of a foreign country whose vessels are substantial competitors on the
serivee, route or line of the vessel or vessels covered by the contract. For any
period during which a passenger vessel cruises as authorized hy section 613 of
this Act, operating-differential subsidy shall be computed as though the vessel
were operating on the essential service to which the vessel is assigned.

* * * * = - *

Sec. 606. * * *: (6) that the contractor shall conduct his operations with
respect to the vessel's services, routes and lines, and any eruises authorized under
gection 613 of this title, covered by his contract in the most economical and effi-
cient manner, but with due regard to the wage and manning scales and working
conditions preseribed by the Commission as provided in title ITT, * * *

L ® L3 - ® - L]

Skc. 607. (a) * * *

(b) * * =
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The contractor shall also deposit in the capital reseryve fund, from time to
time, such percentage of the annual net profits of the contractor’s business
covered by the contract as the Commission shall determine is necessary to fur-
ther build up a fund for replacement of the contractor’s subsidized ships; but
the Commission shall not require the contractor to make such deposit of the
contractor's net profits in the capital reserve fund unless the cumulative net
profits of the contractor, at the time such deposit is to be made, shall be in
excess of 10 per centum per annum from the date the contract was executed.
From the capital reserve fund so created, the contractor may pay the principal,
when due, on all notes secured by mortgage on the subsidized vessels and may
make disbursements for the purchase of replacement vessels or reconstruction of
vessels or additional vessels to be employed by the contractor on an essential
foreign-trade line, route, or service approved by the Commission and on cruises,
if any, nuthorized under section 613 of this title, but payments from the capital
reserve fund shall not be made for any other purpose. The contractor may,
with the congent of the Commission, pay from said fund any sums owing but
not yet due on notes secured by mortgages on subsidized vessels,

* - * * * * *

Sko. 613(a) In this section, “passenger vessel” means a vessel which (1) is
of not less than ten thousand gross tons, (2) has e designed speed which before
the vesscl was built was approved by the Board but not less than eighteen knots,
(3) has accommodations for not less than two hundred passengers, and (})
before the vessel was built was approved by the Secrctary of Defense as de-
girable for national defense purposes,

(b) If the Federal Maritime Board finds that the operation of any passenger
vesgel with respect to which an application for operating-differential subsidy has
been filed under section 601 of this title is required for at least two-thirds of each
year, but not for aill of each year, in order to furnish adequate service on the
service, route, or line with respect to which the application was filed, the Board
may approve the application for payment of operating-differential subsidy for
operation of the vessel (1) on such service, route or line for such part of each
year, and (2) on cruises for all or part of the remainder of each year.

(e) Cruises authorized by this section must begin and end at a domestic port
on the operator's essential service to which the vessel is assigned. When a
vessel 18 being operated on erwises—

(1) it shall carry no mail or cargo except passengers' luggage ;
(2) it shall carry passengers only on a round-trip basis;
(3) it shall embark passengers only al domestic ports on the operator’s
essential service to which the vessel is assigned ; and
(4) it shall stop at other domestic ports only for the same time and the
same purposes as is permitted with respect to a foreign flag vessel which is
carrying passengers who embarked at a domestic port.
section G05(c) of this Act shall not apply to cruises authorized under this
section.

(d) The Board may from time to time review operating-differential subsidy
contracts entered into under this title for the operation of passenger vessels, and
upon a finding that operation of such vessels upon a service, route or line is re-
quired in order to furnish adequate service on such service, route or line, but is
not required for the entire year, may amend such contracts to agree to pay op-
erating-differential subsidy for operation of such vessels on cruises, as authorized
by this section, for part or all of the remainder, but not exceeding one-third, of
each year.

(e) Any operating-differential subsidy contract under which the Board con-
tracts to pay operating-differential subsidy for the operation of passenger ves-
sels on cruiscs, ag authorized by this scetion, shall provide that (1) if at the
end of the period specified in section G06(5) of this Act, the net profit on the
operation of such vessely on cruises (after deduction of depreciation charges
based upon a life expectancy of the vessels determined as provided in seclion
607(b) of this Act, for the period of such cruises) has averaged more than 10
per centum per annum upon the conlractor's capital mecessarily employed in the
operation of such vessels on such cruises, the contractor shall pay to the United
States an amount equal to 75 per centum of such excess, but not exceeding the
amount of operating-differential subsidy paid for the operation of such vessels
on such criises during such period, and all of such net profit and the contractor's
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capital necessarily employed in the operation of such vessels on such cruises and
the operating-differential subsidy paid for the operation of such vessels on such
cruises shall be excluded in determining the amount that is otherwise payable
to the United Stales under section 606(5) of this Act; and (2) if at the end of
such petiod provided in section 606(5) of this Act, such net profit on the opera-
tion of such wessels on eruises has averaged less than 10 per centum per annum
upon the contractor's capital necessarily employed in the operation of such ves-
sels on crwises, all of such net profit or loss and the contractor's capital neces-
sarily employed in the operation of such vessels on cruises and the operating-
differential subsidy paid with respect to such eruises shall be included in
determining the amount that is payable to the United States under section
606 (5) of this Act.

Senator Morron. At this point a statement by Mr. Ralph B. Dewey,
president of the Pacific American Steamship Association, will be
inserted in the record.

(The statement follows:)

STATEMENT OF RArrH B. DEWEY, PRESIDENT, PACIFIC AMERICAN STEAMSHIP

AssocraTiOoN oN M. 677, 8Tra CoNereESS, To AUTHORIZE THE PAYMENT OF
OPERATING-DIFFERENTIAL SUBSIDY ForR CRUISES

S. 677 would anthorize the Maritime Administration to permit subsidized
passenger vessels to go off route on cruise voyages when conditions warrant. It
is a step forward in maximizing the earning potential of U.S.-flag passenger
vessels and, therefore, has the support of Pacific Ameriean Steamship Associa-
tion subject to certain elarifying amendments.

The bill contains a number of provisions which limit the eruising privilege to
large high-speed vessels and to carriage of passengers only and from terminal
ports on the vessel's normal route. It protects nonsubsidized carriers in do-
mestic trades by prohibiting embarkation and debarkation of passengers between
two U.8. ports. These provisions will minimize to a great degree the chance
for unfair competition with existing ecarriers, subsidized or not, now serving
ports on the cruise itinerary.

However, in order to more carefully protect existing carriers and in order to
make the provisions of this legislation applicable to certain passenger vessels
which would otherwise be excluded, we would urge the following amendments:

First, that Maritime Administration be required to make a finding as to the
adequacy of the existing U.S.-flag service on the proposed ecruise route, and to
determine that undue advantage and undue prejudice is not created. This could
be accomplished by deleting lines 5 and 6 from page 3 of the bill and thereby
removing the exemption of eruise ship applicants from the requirements of sec-
tion 605 (c) hearing procedure.

If the simple deletion of the exemption from 605(c¢) is not deemed adequate
to insure that existing carriers are entitled to a hearing under 605(¢), then
specific langnage should be incorporated in the statute amending section 603 (c)
to so provide.

The purpose of a hearing and a finding of this sort wonld be to determine,
among other things, the competitive effect upon existing carriers of a eruise ship
which might touch the ports of the competing earrier. It could also determine
the effect of the differences in subsidy rates of the existing carriers and that of
the eruise applicant. Such a finding could also take cognizance of the fact that
in some cases existing carriers are act nally engaged in eruising to a large extent
already and that further ernise competition could be destructive to them.

Second, we take exception to the requirement that the designed speed of the
vessel to be used for eruising must be approved by the Maritime Board before
the vessel is built and that it must not be less than 18 knots. This provision
would prohibit the use of passenger vessels whose designed speed was not ap-
proved by the Maritime Board at the time of construction. An example would
be the former Panama Line ships. Furthermore, passenger vessels which have
only 17 knots speed, or even 1614 knots, might be excellent cruise ships and
shounld not be prohibited by a rigid requirement for an 18-knot ship.

A further unnecessary restriction in the bill is that a prospective eruising
vessel must have had prior design approval by the Secretary of Defense before
the vessel was built. Certain vessels which might be ideal for erusing could not
qualify.
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With the above in mind, we propose the following amendment, commencing in
line 6, page 1, of the bill and extending to line 3, page 2, of the bill as follows :

“Spo. 613. (a) In this section, ‘passenger vessel’ means a vessel which (1) is
of not less than 10,000 gross tons, (2) has accommodations for not less than 200
passengers, and (3) is of a design and speed approved by the ‘\E‘L retary of
Defense as desirable for national defense purposes.

By means of this amendment, only fast vessels which have dofens(' utility
could be used but the amendment has the advantage of removing the rigid re-
quirement of prior approval as to speed and defense utility.

With the above amendments, this legislation has the support of our association,

ATLANTA CHAMBER OF COMMERCE,
Atlanta, Ga., March 3, 1961.
Hon. WARREN G. MAGNUSON,
Chairman, Committee on Interstate and Foreign Commerce,
U.8. Benate, Washington, D.C.

Dear Sm: The World Trade Council of the Atlanta Chamber of Commerce
wishes to go on record with the Committee on Interstate and Foreign Commerce
of the Senate of the 87th Congress of the United States as being strongly in
support of bill known as S, 677.

This organization feels that this legislation would give American passenger
steamship operators the flexibility needed to compete on a businesslike basis
with foreign operators.

The bill would not only secure American jobs and the future of the American
merchant marine but would also uphold the value of the American dollar by
helping to alleviate the present “gold outflow” situation.

Yours very truly,
‘WALKER N. PENDLETON, Jr.,
Chairman, World T'rade Council.

BALTIMORE ASSOCIATION OF (JOMMERCE,
Baltimore, Md., March 3, 1961.
Hon. WARREN G. MAGNUSON,
Chairman, Senate Interstate ond Foreign Commerce Committee,
Senate Office Building, Washington, D.C.

Dear SENATOR MacNuUson: The Baltimore Association of Commerce as an
organization has taken no formal position on the cruise ship subsidy legislation
contained in Senate bill 677.

However, we feel your committee should be advised that this proposed legis-
lation has the support of the major maritime agencies in the port of Baltimore,
including the Maryland Port Authority.

In the judgment of the export and import bureaun, which is the maritime and
foreign trade unit of the Association of Commerce, Senate bill 677 would
strengthen the economic position of American-flag steamship companies by put-
ting them in a more equitable and competitive relationship to foreign-flag
carriers which now dominate the erunise business.

Very truly yours,
EpwaArp A. BrRANNON,
Director, Export and I'mport Bureau.

STATEMENT IN SUPPORT oF S. 677, AMENDMENT TO MERCHANT MARINE ACT OF
1936, WricH Wourp PErRMIT AMERIOAN-F'LAG PASSENGER LINERS To OPERATE
CARIBBEAN CRrUISES IN THE S0-CALLED OFF SEASON

My name is Frank E. Hickey. T am Washington representative of the Massa-
chusetts Port Authority, which has its principal office at 141 Milk Street, Boston,
Mass. My office is located in the Albee Bnilding, Washington, D.C.

The Massachusetts Port Authority is an agency of the Commonwealth of
Massachusetts with broad powers included among which are directives to protect
and promote the waterborne commerce of the port of Boston. The Massachu-
setts Port Anthority directs me to appear here today in support of 8. 677, which
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if it becomes law, would permit American-flag passenger liners to operate in
the winter Caribbean cruise trade in what would otherwise be the off-season for
the vessel,

The port of Boston ranks next to the port of New York among the U.S. North
Atlantic ports from the point of view of passenger steamship sailings. For the
period from February 7, 1961, through the end of the calendar year, there are
scheduled 39 sailings of passenger vessels from the port of Boston to overseas
destinations. Every one of the vessels so scheduled is of foreign registration,
and American-flag passenger liners are conspicuous by their absence. Some of
the scheduled sailings from the port of Boston are in the so-called Caribbean
cruise trade.

Many of the passenger liners sailing from the port of Boston use the facilities
of Commonwealth Pier No. 5 in South Boston. This pier is one of the finest
passenger piers in the country. It is a double-decked structure some 1,200 feet
long, with ease of access over broad highways and automobile parking facili-
ties under cover adjacent to the berth, which permits expedient embarking of
passengers.

The staff of the Massachusetts Port Authority has been and is continually
endeavoring to increase the Caribbean cruise sailings from the port of Boston,
and it is regrettable that such promotional activities must always be conducted
with foreign-flag steamship companies when this country has so many fine pas-
senger liners of American registry, flying the house flags of American shipping
companies known the world over.

If 8. 677 becomes law, American-flag passenger liners will be permitted in
the winter months to operate in the prosperous Caribbean ecruise trade, and the
Massachusetts Port Authority would thereby be permitted to invite American-
flag steamship companies to bring their famous liners to Boston for such
cruises,

American-flag participation in this business would not only enhance the
prestige of the port of Boston, but would also enhance the prestige of the
American-flag steamship companies, and would greatiy assist the steamship
lines in their revenue needs in what otherwise would be the poorly productive
off-season.

Uxnrrep States Lines Co.,
New York, N.Y., March 6, 1961.
Hon, WaARrREN G. MAGNUSON,
U.8. Senate, Washington

Dear SENATOR MAGNUSON : One of the major problems that has always faced
the operators of passenger ships is the seasonal aspect of the passenger business.
In recent years this has become more acute. United States Lines Co., along
with other operators of American-flag passenger ships, is at a serious disadvan-
tage vis-a-vis our foreign competitors because we have been unable as our for-
eign competitors have, to operate our passenger ships on a cruise basis in the
off-season.

Basie in the Merchant Marine Act of 1936 is the prineciple of parity. This is
supported by the provision of operating and construction differential subsidies,
but with respect to the operation of passenger ships, American operators do
not have parity of competitive opportunity.

Foreign-flag lines are able to operate their passenger liners more efficiently
by scheduling them for cruises from the United States to the Caribbean, South
America, and the Mediterranean areas. This winter there were 100 cruises
scheduled out of New York by foreign ships diverted from their regular routes
for this purpose. American subsidized passenger liners, by contrast, are re-
siricted to operation on their essential trade routes even when the demand for
service in the winter months has sharply declined.

We wholeheartedly subseribe to the principle of essential trade routes but
we believe that arbitrary adherence to this principle in the case of passenger
vessels is no longer practicable or desirable.

U.S. subsidized operators are required by their contracts to operate in an
efficient and economical manner. In the passenger business this should mean
that American operators should be permitted the necessary flexibility, under
reasonable control, to permit them to improve earnings by giving them parity
of competitive opportunity with foreign-flag ships. Only by such means ean
Ameriecan operators be encouraged to maintain the essential passenger service
under our own flag which is required for our commerce and defense.
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8. 677 is intended to accomplish this purpose and we believe that it is neces-
sary legislation.

We suggest that consideration be given to amending section 613(d) so as to
provide that when the operating differential subsidy contraets are amended to
authorize operating differential subsidy for cruises, it should also be provided
that such authority shall be for a period of 1 year subject to annual extension
during the life of the contract unless the Board finds that continuation of such
permission would give undue advantage or be unduoly prejudicial as between
American-flag operators or is not otherwise justified. In our opinion, such
a provision would serve as a protection to other American operators and the
Government and would be a desirable amendment to the bill,

Subject to such amendment and for the reasons heretofore stated, United
States Lines Co. supports the provisions of 8. 677 and requests that this state-
ment of support be made a part of the record of the hearings on this bill.

Yery truly yours,
W. B. RaxD, Executive Vice President.

Marson Navieatron Co.,
Washington, D.C., February 20, 1961.
Re 8. 677, a bill to amend title VI of the Merchant Marine Act, 1936, to an-
thorize the payment of operating differential subsidy for cruises.

Hon. WarreN G. MAGNUSON,
Chairman, Interstate and Foreign Commerce Conmanitiee,
U.S. Senate, Washington, D.C.

DeAr SExATOR Maexuson : I understand that you have set hearings on the
above bill before your committee on February 23, 1961. I am submitting the
following information on the subject matter of this bill, which we would very
much appreciate having placed in the record.

8. 677 would authorize the payment of operating differential subsidy for
passenger vessels while engaged in cruises on routes other than those presently
authorized by operating differential subsidy agreements. This legislation would
permit the removal of passenger vessels from their essential trade routes dur-
ing their slow season and permit such vessels to cruise during such slow season
without reduction in operating differential subsidy.

Although the principle of this legislation is desirable, and although Matson
Navigation Co., a nonsubsidized line operating passenger ships in the Cali-
fornia/Hawaiian service, and the Oceanic Steamship Co., a subsidized line
operating passenger vessels on trade route No. 27 United States/Australia-New
Zealand, bave no objection to this principle, we urge that the details of such
legislation be carefully examined before it is introduced in Congress.

There is one sentence in this bill to which we strenuously object. This ap-
pears in section 613(c) and simply states: “Section 605(c) of this act shall
not apply to cruises anthorized under this section.” This simple and seemingly
innocnous statement wounld deprive Oceanic of its rights to a public hearing
under the 1936 act. At the present time, before any operator may receive
operating subsidy on trade route 27, it must submit an application to the
Federal Maritime Board for permission to serve such route, such permission
to be granted only after a public hearing under section 605(¢) has been held
and Oceanie, or any intervener, has an opportunity to be heard.

In 1956, Oceanic invested $27 million in the acquisition of the S8 Mariposa
and S8 Monterey, and at the time of such investment section 605(c) protec-
tion was present and presumed to continue. Now, 5 years affer such invest-
ment, legislation is being considered which would permit other subsidized
operators to enter trade route No. 27 or any substantial segment of it, without
requisite section 605(c) public hearings. This we believe to be tantamount
to a breach of the Government's agreement with the Oceanic Steamship Co.

Our objections are not capricious since almost 50 percent of the passenger
revenue of these vessels is derived from cruise passengers who remain with
the vessels throughout their entire journey. An additional 25 percent of the
revenue of these vessels is derived from round-trip business where the pas-
sengers may disembark at New Zealand or Australia and then join a subse-
quent voyage for the return segment of their journey.

A seemingly compelling argument has been advanced by some operators that
the right of forelgn lines to eruise at any time and to any area, places American-
flag operators at a disadvantage. This is not convincing in that no similar
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proposal has been made by such operators that this concept be applied to
freighters. There is no reason for violating the essential trade route concept
of the 1936 act for passenger vessels without doing similarly as regards freighters.

Each of the affected subsidized lines has invested substantially in the con-
struction and purchase of passenger vessels, We appreciate that one or two
ships may be facing financial burdens resulting from reduced passenger traffic.
We, too, have felt the pinch. However, to alleviate one situation as regards
a particular vessel of a particular company, and to create difficulties for other
vessels of other companies, does not serve the immediate or the long-range
objectives of the American merchant marine. Each of us must promote pas-
senger traffic on American-flag vessels in our services, jointly and separately.
Every effort should first be made to operate within the framework of the prin-
ciples of the present law before moving forward unwisely on a program which
would pit American-flag subsidized operators against American-flag subsidized
operators. We wholeheartedly support the principle of legislation which would
permit subsidy on cruises,

However, we do not believe that there is a reason for weakening or de-
stroying the fabric of section 605(c) of the Merchant Marine Act.

Sincerely,
A. J. PESSEL.

FARRELL LINES,
New York, N.Y., March 21, 1961.

Re S. 677 (H.R. 3160) to authorize the payment of operating-differential
subsidy for cruises

Hon. WARREN G. MAGNUSON,

Chairman, Committee on Interstate and Foreign Com merce,

U.8. Senate, Washington, D.C.

Dear Sexaror MaeNusonN: We understand that hearings on 8. 677 (H.R.
3160) have been completed and that the bill is in conference, where certain
changes may be made in what will become the final text of the bill.

As we understand it, 8. 677 prohibits cruise ships from lifting off-route cargo
and, if possible—for purposes of clarification—we suggest that this prohibition
clearly state that it is applicable even if an operator has a eargo service on the
cruise route and that he may not use an off-route, passenger ship to lift cargo.

Yours very truly,
W. Crxrrorp SuieLps, Vice President.

—

STATEMENT OF THE GEORGIA PORTS AUTHORITY, ATLANTA, GaA., oN 8B, 677

Mr. Chairman and members of the committee, the Georgia Ports Authority
is an agency of the State, created by an act of the General Assembly of Georgia.
As an instrumentality of the State of Georgia it is charged with the responsi-
bility of developing activity, both freight and passenger at the seaports of
Georgia, located at Brunswick, Ga., and Savannah, Ga.

Both seaports, Brunswick and Savannah are ideally situated and equipped
to handle cruise ships and passenger ships. Ample hotel and motel accommoda-
tions are presently available to take care of passengers embarking and dis-
embarking. Both seaports have port facilities to dock such ships and channels
with ample depth (32 feet or more at mean low tide) to accommodate them.
Both ports have inland regular passenger service by rail, air, and bus, and mod-
ern highways providing excellent access to the ports.

Notwithstanding these favorable aspects the two seaports have had erunise
service in only one tourist season, during year 1960, and no regular passenger
service by vessel since World War I1.

Cruises by ship from our seaports are feasible as was borne out by the en-
thusiastic reception and support accorded the crnises in 1960,

The cruises in 1960 (six in number) were all foreign-flag ships sailing from
Savannah, The American-flag ships simply could not compete without an
operating-differential subsidy.

The Georgia Ports Authority supports the favorable consideration of 8. 677
because we believe :

1. The American-flag operators shonld be given an opportunity to com-
pete for this trade on equal basis at our ports.
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2. That with passage of this act more ships will be available capable
of serving Brunswick and Savannah in cruoise service as a practical
operation.

8. That with such service at our seaports the public interest in Georgia
and neighboring States will expand to support it, and continue its growth.

4. That this legislation econforms with the policy of the United States as
declared in the Merchant Marine Shipping Act of 1936 and will contribute
to the achievements outlined therein as necessary for the national defense
and development of foreign and domestic commerce,

STATEMENT BY D. LEoN WiLLiams, Execurive DIRECTOR, NORTH CAROLINA STATE
PorTs AuTsHORITY, RALEIGH, N.C., ox 8. 677

Mr. Chairman and members of the committee, the North Carolina State Ports
Authority is an instrumentality of the State of North Carolina with corporate
powers, charged with the responsibility of promoting, constructing, maintaining,
and operating deep water terminals at seaports in North Carolina.

The North Carolina State Ports Authority operates modern deep water termi-
nals at Wilmington and Morehead City, N.C. Both terminals have, in the past,
handled many cruise ships. These cruise ships calling at North Carolina ports
in the past have been foreign-flag vessels. In 1960 the number of cruise vessels
handled at North Carolina seaports were limited to two. Prior to 1960 North
Carolina seaports usually handled from four to six eruises in the spring and fall.

The interest in frequent visits of luxury liners to North Carolina was statewide.

It is the policy of the North Carolina State Ports Authority to cooperate fully
with the State as a whole, the major port cities, the travel bureaus, and agencies,
in increasing reguiar callings of cruise vessels fo North Carolina ports.

Both Morehead City and Wilmington are excellently served by overland trans-
portation and air service. Hotel and motel accommodations at both cities are
adequute to serve this trade in the spring and fall

The North Carolina State Ports Authority supports the favorable considera-
tion of 8. 677 because it believes that the American-flag vessels should be given
the opportunity to compete in this service in which greater interest is being
shown annually.

In addition to attracting passengers from North Carolina to participate in
these cruises, it is noted that many passengers from inland States avail them-
selves of the opportunity to embark at North Carolina ports.

On behalf of the North Carolina State Ports Authority, we respectfully urge
favorable consideration of 8. 677.

STATEMENT ON BEHALF OF PRUNSWICK-GLYNN CoUNTY CHAMBER OF COMMERCE,
BrUNSWICK, GA., oN 8, 677

Mr. Chairman and members of the committee, I have been authorized by the
Brunswick-Glynn County (of Georgia) Chamber of Commerce to appear bhefore
your honorable body for the purpose of requesting favorable consideration of
8. 677. The passage of this bill will mean an opportunity for the port of Bruns-
wick to enjoy passenger and cruise service by American-owned vessels, and will
greatly benefit the community’s growing resort and convention business. Such
service has not heen offered in the past by foreign-flag vessels.

Brunswick, Ga., the county seat of Glynn County, is a city of importance
from the standpoint of its deep water port and modern docks, its three nationally
known all-year beach resorts, and ifs fine rail, highway, air, and water trans-
portation facilities afford access to and from all parts of the country.

Public investments in two new and modern docks at the port of Brunswick
during the past 2 years have amounted fo approximately $4,500,000, and the
Corps of Engineers, U.8. Army, has spent about 31,500,000, exelusive of main-
tenance, on further improving the harbor and bringing the channel depths on the
bar up to 32 feet at mean low water.

These facilities at the port of Brunswick include the locally owned dock on
East River, and the Georgia Ports Authority’s modern facilities, with its transit
shed, dock, and berthing space for oceangoing vessels.

Brunswick’s modern dock facilities, only 8§ miles from the open sea, are ample
to accommodate eruise ships engaged in transporting passengers, and our people
are interested in promoting such trips through the port of Brunswick. Modern
accommodations in the Brunswick area are sufficient to accommodate large
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groups overnight or for longer period. A total of 2,020 rooms are available
in modern hotels and motor courts, and convention facilities here are sufficient
to accommodate groups of up to 2,000.

Although we are ideally equipped to handle eruises, no foreign-flag service
his indicated an interest in serving the people of Georgia and adjhcent States
through our port.

The American-flag ships operating on a subsidy are a necessary burden on
the taxpayers of our Nation, It is entirely reasonable that we should offer these
lines every opportunity to compete with foreign-flag lines on equal basis at all
American ports. It follows that the more profitable these American flags ean
operate the less subsidy will be required.

The extra tonnage available for cruises created by passage of S. 677 will
impel ship operators to seek new ports for embarkation and we feel that
Brunswick port will share in this expansion of port operations.

The economy of this area is dependent largely upon the development of our
port business. The enactment of this measure will not only give our American
ships an opportunity to enter the passenger and eruise business on an equal
basis with foreign-flag vessels, but will make it possible for some of this pas-
senger and cruise business to be brought to the port of Brunswick, where ade-
quate facilities are available for handling both ships and passengers.

(The following telegrams were received for the record :)

BALTIMORE, Mp., March 6, 1961.
Hon. WARREN G. MAGNUSON,
Chairman, Interstate and Foreign Commerce Committee,
Senate Office Building, Washington, D.C.:

The Propeller Club of the United States, port of Baltimore, wishes to voice
support of Senate bill 8. 677 which is deemed necessary for further strengthen-
ing the American merchant marine and should be a factor toward retaining
dollars in the United States.

Epwarp R. CoLLINS,
Ewxecutive Vice President.

BALTIMORE, Mb,
Senator WARREN G. MAGNUSON,
Nenate Interstate and Foreign Commerce Committee,
Senate Office Building, Washington, D.C.:
The Baltimore Maritime Exchange heartily endorses Senafe hill 677.

E. A. SemL, Presidendt.
Barrrmore, Mp., March 8, 1961,

————

Ton. WARREN G. MAGNUSON,
Chairman, Interstate and Foreign Commerce Commitlee,
Senate Office Building, Washington, D.C.:

The Maryland Port Authority desires to register approval of Senate bill S. 677
to be considered by the Merchant Marine and Fisheries Subcommittee of the
Senate Interstate and Foreign Commerce Committee at the hearing on March
9 or 10. This bill will permit American flag carriers wider participation in off-
season cruise business and should strengthen American merchant ship industry
substantially. At present cruise industry is largely foreign flag and we be-
lieve restrictions preventing American flag participation should be removed.

J. L. StANTON,
Exrecutive Director, Maryland Port Authority, Pier 2.

BAvtiMore, Mo, March 6, 1961.
Senator WARREN G. MAGNUSON,
Chairman, Interstate and Foreign Commerce Committee,
Senate Office Ruilding, Washington, D.C.:

The Women’s Organization for the American Merchant Marine, Baltimore
Club, urges your committee prompt approval of Senafe bill 677. This bill will
permit American passenger ships to compete in off-season ernise business and
help keep gold in United States, Diserimination against American passenger
ships should be removed.

Mrs. 8. O, CoLEMAN,
Pregident, WOAMM, Baltimore, Club.

68542—a1——7
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Bavrinmore, Mp., March 3, 1961.
Senator W. C. MAGNUSON,
Chairman, Interstate and Foreign Commerce Committee,
Senate Office Building, Washington, D.C.:

Urgently request prompt action on Senate bill §. 677; vitally needed to
preserve our American-flag passenger services.
Joan S. CoNNOR.

Senator Morrox. The committee will stand in recess until 1:15, at
which time other legislative matters will be taken up.

(Thereupon, at 12:45 p.m., the subcommittee was recessed, to re-
convene at 1:15 p.m., this same date.)

(Subsequently, a statement was received from the Seafarer’s Sec-
tion, Maritime Trades Department, AFL-CIO, urging enactment of
S. 677. The statement fo]}()ws:)

STATEMENT OF SEAFARERS' SecrioN, MTD, AFL-CIO ox 8. 677

The Seafarers' Section, MTD, AFL-CI0, representing all union seamen, urge
that you act favorably on 8. 677, a bill to authorize the payment of operating-
differential subsidy for cruises.

As we understand it, the primary objective of the operating-differential sub-
sidy granted American-flag steamship operators, is to make them competitive
with foreign-flag steamship companies,

The percent of participation in the carriage of passengers by American-flag
passenger ships to and from the United States is nevertheless decreasing. The
percent of participation in total passengers arriving by sea on American:flag
passenger ships has declined from 45.2 percent in 1951 to 27.5 percent in 1960.
The percent for departures had declined from 34.4 percent in 1951 to 26.5 percent
in 1960. This disastrous reduction in the short period of 10 years is caused
primarily by the addition of newer and more modern foreign passenger ships.
This loss of business to the American-flag operators has resulted in the laying
up of passenger ships and the cancellation of numerous schednled sailings. When
this happens, as it has much too frequently, it means the loss of jobs for the
seamen that man these ships.

There has developed since the end of World War II, a very substantial busi-
ness in the carriage of Americans during the winter months on short cruises,
In 1959, there were approximately 99,000 passengers that took “special cruises'
from the Unifed States. (A “special cruise” is a eruise that is not on the par-
ticular ships' regular run.) More than 99 percent of these passengers took
these “special cruises” on foreign-flag ships—=87 percent of the passengers taking
these “special cruises” took them to the Caribbean area and they were all on
foreign-flag ships.

The U.S.-flag ships did, however, carry approximately 12 percent of the total
cruise passengers in 1959. This total includes “special cruise” passengers and
also eruise passengers that took round-trip eruises on ships in their regular runs,
This “special cruise” business is continuing to grow and restrictions have pre-
vented the American-flag passenger ships from participating in this trade.

We are vitally concerned with the welfare of our passenger fleet, as we are
with the entire American-flag fleet. There is a job potential of approximately
6,000 on the 14 ships that would be covered in section 1 of this proposed
legislation.

Six thousand jobs are a lot of jobs and emphasis is added when we realize
that employment in the maritime industry is at its lowest in modern times.
The number of seamen employed in the seagoing industry has declined drasti-
cally over the past few years. In June of 1952, there were 76,650 seamen
employed as compared to 49,153 employed in June of 1960,

The passage of this legislation will help insure the continued employment
for the thousands of seamen on these passenger ships.

We should also consider the favorable effect that the passage of this legisla-
tion will have upon our “dollar drain.” The 150,000 American ecitizens that
took cruises on foreign-flag ships during 1960, spent American dollars. These
dollars represent a considerable part of our balance of payments deficit. If this
legislation is enacted into law, the American passenger ships will be in the
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position of capturing a large number of these passengers, thereby retaining the
dollars spent in onr economy. /

The suggestion that these operators that want to participate in this cruoise
business be subject to 605 (¢) hearings would in effect preclude them from do-
ing so, if the suggested amendment is adopted. If your committee is seriously
considering the adoption of this amendment, we suggest that the G05(c) hear-
ings be applicable only when the American-flag operator serving the area carries
50 percent or more of the total trade.

Our American-flag merchant marine—cargo and passenger—is being driven
from the seas.

We submit to you that if this legislation is passed, while it will not be the
answer to all of the problems, it will nevertheless be a step in the right direc-
tion to restoring our merchant marine to the level envisioned to be necessary
for our national defense and national economy.

(The comments from the Comptroller General follow :)

COMPTROLLER GENERAL OF THE UNITED STATES,
Washington, March 27, 1961.
Hon. Wagrex G. MAGNUSON,
Chairman, Committee on Interstate and Foreign Commerce,
U.8. Senate.

DeAR Me. CHAIRMAN : Further reference is made to your letter of January 31,
1961. acknowledged on February 2, requesting the comments of the General
Accounting Office concerning S. 677, STth Congress, 1st session, entitled “A
bill to amend title VI of the Merchant Marine Act, 1936, to anthorize the pay-
ment of operating-differential subsidy for cruises.”

The bill would permit the subsidized operation of certain passenger vessels
on pleasure cruises for not more than one-third of each year, in lieu of operation
entirely upon the essential trade route, service, or line to which such vessels
are assigned under operating-differential subsgidy contracts.

We observe that in forwarding the draft bill to the Congress on Janu-ry 12,
1961, the Department of Commerce stated that the proposed legislation would
not increase the amount of operating-differential subsidy payable by the Gov-
ernment. However, it would appear that if revenues earned from ecruises shounld
not result in recapturable profits sufficient to offset the subsidizable cruise
expenses, additional subsidy cost could result in the event that subsidizable
expenses incurred during cruises were greater than those that would be incurred
by continuation of the vessel in its regularly assigned service or by layup of
the vessel,

We believe that section 613(d) of the proposed legislation should be clarified
to indicate whether the cruising voyages are intended to be continued without
interruption for a period not to exceed one-third of each year or whether a ves-
sel may have two or more distinet eruise periods with intervening periods of
regularly assigned operation.

As presently drafted, the bill would permit two subsidized vessels engaged
in substantially similar cruising operations to receive significantly different
amounts of subsidy, because the subsidy on eruises will be based upon the costs
of their respective foreign competitors in normal service, In order to permit the
Board to have a measure of flexibility with regard to the manner in which sub-
sidy shall be computed, we suggest the addition of the following language after
the word “assigned” on line 14, page G: “* * * op i such other manner as the
Board may deem consistent with the provisions of this subsection.”

The bill fails to indicate whether the vessel must travel to a foreign port,
although such appears to be implied, or whether the cruises shall be restricted
to or may be outside the operator’s essential trade route or service.

There may be cases where vessels on such eruises may compete with other
subsidized vessels in their regular service by attracting round-trip passengers ;
and this condition could occur as the result of the proposed suspension, for pur-
poses of ernise operations, of section 605(¢) of the Merchant Marine Act, 1936,
as amended, which requires the Board, in granting operating-differential subsidy
to regular services, to weigh considerations regarding inadequate service, undue
advantage, and nundne prejudice as between citizens of the United States. There-
fore. we would suggest that the bill provide for appropriate consideration by
the Board with respect to the effect of such eruises upon other subsidized lines,

We recognize that the question whether legislation of this type is desirable
is strictly a matter of policy for determination by the Congress, on which we
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express no opinion. However, in the interest of clarification, we would suggest
that the matters hereinabove set forth be given consideration by your committee
in its deliberations on the bill.
Sincerely yours,
JoserH CAMPRELL,
Comptroller General of the United States.

Sexate Joint REsonution 21
AFTERNOON SESSION

Senator BarrLerr. The committee will be in order.
We will now have witnesses on Senate Joint Resolution 21.
(S.J. Res. 21 follows:)

[H.J. Res. 21, 87th Cong., 1st sess. |

JOINT RESOLUTION To authorize the Secretary of Commerce to sell ten Liberty type
merchant vessels to eitizens of the United States for conversion into barges

Resolved by the Senate and House of Representatives of the United States of
America in Congress assembled, That the Secretary of Commerce is authorized,
during the one-year period following the date of enactment of this joint resolu-
tion, to sell not more than ten Liberty type merchant vessels, which are held in
reserve by the Maritime Administration, Department of Commerce, to citizens
of the United States, subject to the provisions of this joint resolution and such
terms and conditions not contrary hereto as the Secretary may prescribe. Any
such vessel shall be sold on an “as is, where is” basis, at not less than the price,
determined by the Secretary of Commerce, which is equal to the highest price
such vessel would bring if sold for scrap. Such sale shall be made on condi-
tion that the purchaser expend at least $100,000 to convert the vessel into a
barge in a domestic shipyard, with documentation under the laws of the United
States. Such sale shall be on the basis of the payment of not less than 25 per
centum of the sale price of the vessel at the time of the execution of the sales
contract, with balance payable in approximately equal annunal installments
over the life expectancy of the vessel after conversion by the purchaser, which
life expectaney shall be determined jointly by the Secretary of the Treasury and
the Secretary of Commerce, with interest on the portion of the sales price re-
maining wnpaid at the rate of 8% per centum per annum; with right of pre-
payment from time to time of any or all of the sales price remaining unpaid.
The obligation of the purchaser with respect to payment of such nnpaid bal-
ance, with interest, shall be secured by a first preferred mortgage on the vessel
sold, which mortgage may provide that the sole recourse against the purchaser
under such mortgage, and any of the notes secured thereby, shall be limited to
repossession of the vessel by the United States and the assignment of insurance
claims, if the purchaser shall have complied with all provisions of the mort-
gage other than those relating to the payment of principal and interest when
due, and the obligation of the purchaser shall be satisfied and discharged by
the surrender of the vessel, and all right, title and interest therein to the United
States. Upon surrender such vessel shall be (1) free and elear of all liens and
encumbrances whatsoever, except the lien of the above-mentioned preferred
mortgage, and (2) equipped and in as good order and econdition, ordinary wear
and tear excepted, as when converted into a barge by the purchaser, except
that any deficiencies with respect to freedom from encumbrances and condi-
tion may, to the extent covered by valid policies of insurance, be satisfied by
the assignment to the United States of claims to the purchaser under such poli-
cies of insurance.

Sko. 2. Any contract of sale executed under authority of this joint resolution
ghall provide (1) that in the event that the United States shall, through pur-
chase or requisition, acquire ownership of such vessel, the owner shall be paid
therefor the value thereof, but in no event shall such payment exceed the actual
depreciated sales price under such contract {together with the actual depreciated
cost of capital improvements thereon), or the fair and reasonable scrap value
of such vessel, as determined by the Maritime Administrator, whichever is the
greater; (2) that such determination shall be final: (3) that in computing the
depreciated acquisition cost of such vessel, the depreciation shall be determined
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in accordance with the schedule adopted or accepted by the Secretary of the
Treasury for Federal income tax purposes as applicable to such vessel ; (4) that
such vessel shall remain documented under the laws of the United States for a
period of at least ten years after conversion into a barge or as long as there
remains due the United States any prineipal or interest on account of the sales
price, whichever is the longer period; and (5) that the foregoing provisions
respecting the acquisition of ownership by the United States and documentation
shall run with the title to such vessel and be binding on all owners thereof.

Sec. 3. As used in this joint resolution, the term “citizens of the United
States” includes corporations, partnerships, and associations, but only those
which are citizens of the United States within the meaning of section 2 of the
Shipping Act, 1916, as amended.

Senator BarrLerr. At this time we will hear Mr. Lew S. Russell,
president of Tidewater-Shaver Barge Lines, of Portland, Oreg., on
Senate Joint Resolution 21.

Just sit down and shoot from the hip whenever you are ready and
be as informal or formal as you care to, Mr. Russell.

STATEMENT OF LEW §. RUSSELL, PRESIDENT OF TIDEWATER-
SHAVER BARGE LINES, PORTLAND, OREG.

Mr. Russerr. Mr. Chairman, my name is Lew S. Russell. I am
president of Tidewater-Shaver Barge Lines and related companies
of Portland, Oreg.

These companies engage in common carrier and contract water
service on the Columbia River and between Pacific Northwest and
Bay area and Los Angeles ports. I am a tug and barge man with
over 30 years' experience on the river and the ocean. I have been
in the transportation business all my working life. Last year, we
handled by barge 1 million tons on the Columbia River and approxi-
mately 35,000 tons coastwise.

My appearance today is in support of Senate Joint Resolution 21,
which would authorize the sale of 10 reserve fleet Liberty ships for
use as barges. My companies would like to purchase four of these
vessels for use as non-self-propelled vessels in contract, bulk, and
common carrier services in the Pacific coastwise trade.

Quite frankly, Mr. Chairman, this purchase would be an experi-
ment. But one that, if successful, will be of great benefit to the Gov-
ernment and west coast industry. Under the terms of this bill, should
it be enacted, we would pay more than the price such vessel would
bring if sold for scrapping.

In addition we would be obligated to spend at least $100,000 per
vessel in American shipyards for conversion to barges. And ﬁn:Hly
these vessels would be documented under American registry with im-
mediate availability to the Government in the event of a national
emergency.

At present, we are making about 20 trips per year with special barge
equipment between California ports and the Columbia River. Every
month of the year for the last 6 years we have made this voyage carry-
ing chemicals in bulk pressure tanks.

%t, is our hope, ut-ifizing these converted Liberty ships, to provide
t

wice a month coastwise service with 10 to 12 days’ towing time be-
tween Portland and San Francisco and 15 to 18 days’ towing time be-
tween the Columbia River and Los Angeles. This would be all-
weather—all-season service with an average capacity for all
commodities of 10,000 tons.




96 MARITIME LEGISLATION—1961

Experience as of this time has shown cargo damage to be very
minor and our insurance rating is excellent. An example of the dura-
bility of the tug and barge operation occurred this winter when one
of our tows went through 80- to 100-knot gusts without damage.

The purchases, conversions, and operations to be made possible
by this measure would have the following benefits:

(1) Some economic productivity in terms of transportation serv-
ice and continuing employment would be realized in this country
out of vessels which would otherwise be scrapped. Currently, these
vessels are being sold at approximately $45,000 for domestic scrapping
and the last offering was at $90,000 for such breakup work in a foreign
yard. Recent offerings of reserve fleet Liberty ships for serap pur-
poses have not been very successful.

My company, pursuant to this legislation, would pay the highest
scrapping figure, and I am happy to see this money going to the
Treasury. I'd welcome it in my own treasury, too.

(2) One of the most severely depressed industries in the United
States is the shipbuilding industry. As noted previously, the terms of
this joint resolution require each vessel to undergo at least $100,000
conversion work. This would not be a cure-all for our shipyards, but
it does provide work and employment. In the case of our company,
at least $100,000 would be expended for conversion work plus an addi-
tional sum for continued maintenance.

(3) At the present time, there is no independent coastwise com-
mon carrier offering general commodities service on the Pacific coast
that I know of. Within the past year, the last operator in this once
flourishing trade terminated its services.

As a result, shippers, consignees, and consumers are now being
denied port-to-port water service, low water freight rates and a com-
petitor who would provide a restraint on ratemaking by other modes
of transportation.

My company is willing to take on this challenge and do it in the
only way we believe economically practical and feasible—by tug
and barge. Certainly, the absence of an existing service indicates
that the other traditional methods have serious trouble attracting
private risk capital and freight revenues.

On this point, Mr. Chairman, we do not ask or expect to receive
Government aid or subsidy in any form. We are simply willing to
experiment with our own experience, resources, abilities and credit
in an effort to provide a service not presently available. We have
the requisite certificate of convenience and necessity from the Inter-
state Commerce Commission and are prepared to modify our plant
when and if this measure is enacted.

(4) Finally, under the terms of the joint resolution and by our
own inclination these vessels would be immediately available to the
Government should the occasion arise. It is true that barges would
not have all the military and long-range utility associated with self-
propelled vessels. But these barges could perform essential services
at shorter range, freeing self-propelled vessels from such tasks.

In conclusion, we would like the opportunity to try this experi-
ment. Thank you for your kind attention.

Senator Barrrerr. Thank you, Mr. Russell. You said that within
the past year the last operator in the coastwise trade had gone out
of business,
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Which company was that ?

Mr. RusseLL. Coastwise Steamship.

Luckenbach also withdrew from the intercoastal trade.

Senator BarrLerr. But Luckenbach was operating intracoastal, too?

Mr. Russerr. Yes, sir.

Senator BarrLerr. How many barges does Tidewater have?

Mr. Russern. Forty-some-odd.

Senator Barrtrerr. What types?

Mr. Russern. Predominantly river equipment. Today, some
barges are combination barges that carry petroleum in the hold and
bulk commodities above. We carry primarily grain and petroleum
products on the Columbia River.

Senator Barrrerr. How big a barge would one of these Liberty
ships make according to your calculations?

Mr. Russerr. In length, in feet ?

Senator Barrverr, Inlength and in cargo capacity ?

Mr. RusserL. Well, length—a little over 500 feet, and in cubic
below decks, just right at 500,000 cubic, which would give it a fair
storage cargo loading capacity of around 12,000 tons,

Senator Barruerr. If you were to go out and construct a new
barge which would be suitable for this coastwise trade, what do you
think that would cost, under present costs ?

Mr. Russerr. We built a barge which was built in Beaumont, Tex.,
for special trade, and it cost us a little over $400,000. That, however,
was not as large in cargo capacity, but more constructed for our par-
ticular purpose.

Senator Barrrerr. Is that used on the river exclusively?

Mr. Russerr. No; we are using that at the present time, practicall
-exclusively coastwise, except in high-water season, we take it througﬁ
Pasco, Wash., which is roughly about 380 miles inland.

Senator BarrLerr. Now you told the committee that this is all
experimental ; it has never been done before ?

Ir. RusseLr. Not on a general cargo plan that I know of. There
are some barge operators on special commodities such as lumber and
on petroleum on the coast, but we are the only ones that have operated
consistently 12 months a year on the Oregon-Washington coast.

Senator Barrrerr. More specifically, I meant, the use of Liberty
ships?

Mr. Russern. I don’t know of anybody that has done that either.

Senator Barrrerr. You said that your company would purchase
four of these ships if considerable arrangements could be made.

Why do you want so many, since this is experimental ?

Mr. Russer. Well, in the barge business, it takes about twice as
much floating barge equipment as it does one self-propelled vessel,
the reason being that you load and unload at each end with smaller
equipment than you use in your offshore equipment in large tugs.

Senator Barrrerr. You could not maintain service unless you had
four, is that it ?

Mr. Russern. Well, we could maintain a semiservice with about
two, to start with, but we believe that if we are going into it, we
better get into it with both feet.

Senator BarrrLerr. Making about 20 trips a year with your present
barges down to California ports?

Mr. Russerr. Yes,sir,
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Senator BarrLerr. Does that require about 10 to 12 days between
Portland and San Francisco?

Mr. Russern, Yes,sir. g

Senator Barrverr. In other words, the speed of your existing
barges is roughly equivalent to that of the Liberty ship type of barge!

Mr. Russenn. We believe we will do a little better on the Liberty
ships because we have since acquired a couple of the largest towboats
on the west coast, which we ave repowering right now. They will have
8,100 shaft horsepower and capable of handling a tow that size at
better than an average of eight knots.

Senator Barrrerr. Mr. Bourbon?

Mr. Boureon. What is the largest deadweight tonnage you haye
now ¢

Mr. Russern. 6,000 tons,

Mr. Boureon. This would be approximately twice as big as you
have at the present time ?

Mr. Russerr. 1 would say 50 to 60 percent larger than we now have;
yes.

" Mr. Boursox. Have you gotten more or less firm bids on this con-
version work ?

Mr. Russerr. Our own marine architect has a pretty good estimate
on the conversion work, yes.

Mr. Boureon. These will be non-self-propelled? The bill does not
specify that.

Mr, Russrrn. Non-self-propelled.

Mr. Bourson. How much do you figure that your total investment
would be?

You quote a 90,000 top price quoted for scrapping foreign now.
Would that mean that you could figure to spend around $200,000
apiece ?

Mzr. Russerr. About $200,000, $250,000, depending on how they are
equipped.

We developed self-unloading bulk device for barges here last year,
that hight run the cost up another fifty or sixty thousand dollars.

Mr. Boureox. So you could figure to spend maybe a million dollars?

How would you finance that—out of your own funds?

Mr. Russern. We are not a publicly financed company, and we are
owned primarily by our family and my family are all towboat people.
We will do it through our loeal bank.

Senator Barrrerr. Your family is primarily what, Mr. Russell?
I did not hear you.

Mr. Russern. I say, the family controls the companies and we do
our financing through our loeal banks.

Senator Barrrerr. Did you originate this idea?

Mr. Russenn. Sir?

Senator Bartrerr. Did you originate this idea for the use of Lib-
erty ships?

Mr. Russern. Yes, sir.

Senator Barteerr. You are to be applauded.

It isnovel. T think it will be very successful.

Thank you, Mr. Russell.

Senator Bartrerr. Next is Mr. Walter C. Ford.

Do you have a prepared statement ?

Mr. Forp. Ihave, sir.
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STATEMENT OF WALTER C. FORD, DEPUTY ADMINISTRATOR, MARI-
TIME ADMINISTRATION, DEPARTMENT OF COMMERCE, ON
BEHALF OF THE MARITIME ADMINISTRATION

Mr. Forp. My name is Walter C. Ford. I am the Deputy Mari-
time Administrator.

Senator Barrrerr. Proceed, if you please.

Mr. Forp. The joint resolution would authorize the Secretary of
Commerce, during the year following enactment thereof, to sell 10
Liberty vessels now held in the national defense reserve fleet, to citi-
zens of the United States—as defined in section 2 of the Shipping
Act, 1916—subject to the following terms and conditions:

1. The vessels shall be sold on an “as is, where is” basis and at the
price they would bring for scrap.

2. The purchaser shall agree to convert the vessels into barges in
a domestic shipyard at a cost of not less than $100,000 each.

3. The downpayment shall be 25 percent of the sales price, and
the remainder of the sales price shall be payable in equal annual in-
stallments over the life expectancy of the barges after conversion—
as determined jointly by the Secretary of the Treasury and the Sec-
retary of Commerce—with interest on the unpaid balance at the rate
of 314 percent per annum.

4. The mortgage securing the unpaid balance shall provide that
the sole recourse against the purchaser—under the mortgage or the
notes secured thereby—shall be repossession of the ship and assign-
ment of insurance claims.

5. If the vessel is requisitioned, the owner shall not be paid more
than the depreciated sales price, or scrap value, whichever is greater.

6. The vessel shall remain documented under the laws of the United
States for at least 10 years or so long as any portion of the sales price
is unpaid, whichever is longer.

With the amendments hereinafter proposed, the Department has
no objection to the joint resolution.

The Department has no objection to the sale of 10 Liberty ships
from the national defense reserve fleet for conversion into barges
because such sale will furnish work for the shipyards, will aid trans-
portation, and will increase the number of barges under U.S. docu-
mentation.

The Department believes, however, that the joint resolution should
be amended to prohibit the operation of such barges as self-propelled
barges, and to restrict their operations to domestic trade.

The Department further believes that the ships should be put up
for sale at competitive bidding with an upset price equal to the
average of domestic and foreign serap prices for Liberty ships over
the 12-month period prior to the month in which the ships are put
up for sale, that such sales should be for cash to be paid at the time
of sale, and that the ships should be ineligible for trade-in under
section 510 of the Merchant Marine Act, 1936, and should be required
to remain under U.S. documentation so long as they remain s 1ips.

The amendments to the joint resolution recommended in this re-
port could be accomplished as follows:

1. Beginning with the word “at” in line 1, page 2, strike out the
remainder of the sentence and insert in lieu thereof the following :
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“at, competitive bidding with an upset price equal to the average, as
determined by the Secretary of Commerce, of domestic and foreign
serap prices for Liberty ships over the 12-month period prior to the
month in which the ships are put up for sale.”

9. Insert in line 5, page 2, before the word “barge”, the word “non-
self-propelled”.

3. Beginning with the word “Such” in line 7, page 2, strike out
all down through the word “insurance” in line 14, page 3, and insert
in lieu thereof the following: “The purchase price shall be paid in
cash at the time of sale.”

4. Beginning with the word “for” in line 6, page 4, strike out all
down through the word “thereof” in line 12, page 4, and insert in
lieu thereof the following: “so long as it remains a vessel; (5) that
the vessel will be operated only as a non-self-propelled barge; (6)
that the vessel will Ee operated only in domestic trade of the United
States; (7) that the vessel will not be traded in or exchanged under-
section 510 of the Merchant Marine Act, 1936: and (8) that the fore-
going provisions respecting the acquisition of ownership by the United
States, the documentation of the vessel, the operation of the vessel,
and the trade-in and exchange of the vessel, shall run with the title
to the vessel and shall be binding on all owners thereof”.

With the amendments proposed, the Department has no objection
to the joint resolution.

The Bureau of the Budget advises there is no objection to the sub-
mission of this statement. from the standpoint of the administration’s
program.

Senator Barruerr. Admiral, why should the number of ships con-
templated for sale in this resolution be restricted to 107

Mr. Forp. Frankly, I don’t know the specific answer to that except
that if there are other applicants, they should be considered on the
basis of merit rather than throwing it open to everyone to sell a great
number for this purpose.

Senator Barrrerr. Do we have an ample supply of Liberty ships
in the reserve fleet for this or any other purpose ?

Mr. Forp. Yes, sir.

Senator Barrrerr. Do you know how many ¢

Mr. Forn. There are approximately 800 Liberty ships still remain-
ing in the reserve.

Senator Bartrerr. I am not especially interested in this, but still
I can’t quite comprehend why if this is a good idea, why if it will
promote business in the shipyards, and all that sort of thing, it
shouldn’t be thrown open?

Mr. Forp. It is a new use for Liberty ships. It is a more or less
restricted use and if too many were placed on the market at one time,
this might work to the disadvantage of building yards throughout
the country.

Senator Barrerr. To their disadvantage?

Mr. Forp. To their disadvantage.

Senator Barrrerr. In what way ?

Mr. Foro. It would give them some work in conversion, but it
mi éht destroy their market for new building.

Senator BartreTT. T see.

Admiral, the interest rate on the unpaid balance is established at-
315 percent per annum.
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Mr. Forp. That is in accordance with the 1936 act, but in our sale
of Liberty ships for scrap, and these are being sold at a comparable
value, we get cash rather than mortgage payments, so we would pre-
fer to have them on a cash basis. These are fairly cheap as it is. If
they can’t afford to buy them initially, I don’t think they should go
in business.

Senator Barrrerr. The Comptroller General has recommended in
a letter to Senator Magnuson, dated February 9—I assume, paren-
thetically, this was with knowledge of your recommendations as
to payment in cash—that the Secretary of Commerce ought to be
authorized to set the interest rate on the unpaid balance rather than
establish it within the resolution itself.

I wonder if you would explain a bit more your views as to why
the payments should be in cash instead of 25 percent down ?

Mr. Forp. In our Liberty sale program, our sales have been for
cash and this is just an extension of the program. It is really no
great variation. It is just the use to which the Liberty ships are to
be placed. Rather than scrapping them, they are going to convert
them to barges.

Senator Bartrerr. Then the 25-percent downpayment would con-
stitute a deviation from the pattern heretofore established?

Mr. Foro. Heretofore established for ships being sold for serap;
yes, Sir.

* Senator Bartrerr. Why does the Department believe that the reso-
lution ought to be amended to prohibit the operation of these barges
as self-propelled barges?

Mr. Forp. Well here again, self-propelled barges are now building
and this would be transgressing on the shipbuilﬁers’ current operat-
ing plans. This is more or less an extension of their barge trade now
and it would be a new phase of the operation if they were self-

ropelled.
5 SLnat,{)r Barrrerr. Thank you, Admiral.

Mr. Bourbont

Mr. Bourson. That policy is more or less an extension of the 1946
sales act policy, isn’t it, that after a certain number of ships were sold,
it was determined not to sell any more because that would create maybe
an overtonnaging and also competition with the sales that had been
;ma?e in ghe past; that is why you object to the self-propelled idea;
18 that 1t *

Mr. Forp. That is correct. Normally, our sales carry a clause for
nontransportation use.

Mr. GrinsteiN. Admiral, as to the requirement that cash be paid
at the time of sale, would the purchaser have 10, 15, or 20 days in order
to get his cash accumulated to put down? In other words, he might
not have cash immediately available. T don’t know how it operates.

Mr. Forp. They ordinarily put up a deposit and then have, I believe,
it is 30 days in which to sign the contract.

Mr. Grinstein. And that procedure would be followed here, too?

Mr. Forn. Same procedure as in the sale for serap.

Mr. GrinsteIN. The restriction to the use in the domestic trade,
I take it, that is to protect subsidized operators?

Mr. Forn. It is to protect the oversea operators; yes, sir.

Mr. Grinstery. Would it be possible to work out some sort of a
waiver provision, in the event that one of the purchasers wanted to
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operate for short-haul to Mexico, or Canada or would you think that
would best be left out?

Mr, Forp. I think it would best be left out. If you recall, each
year, we have a provision for a stop in Canada in the Alaskan trade,
and this is something that I believe the committee itself has felt is
necessary. :

Mr. GrixgteiN. Under the pricing formula here, the average of
domestic foreign and serap prices for Liberty ships over the 12-month
period, we will say that a domestic scrap price is $45,000.

Mr. Forn. As of today, that works out to about $71,000.

Mr. Grinsteiy. $71,000, so the upset price on competitive bidding
would be $71,000.

Mr. Forp. $71,000.

Senator Barrierr. The committee is grateful to you for advising
us, Admiral.

Now, the chairman is informed that so far as is known, there is only
one additional witness to be heard on this joint resolution, Mr. Ralph
B. Dewey, president, Pacific American Steamship Association.

He isn’t in the room at this time. The record will be held open so
that Mr. Dewey may testify or offer a statement later.

Thank you.

(Subsequently Mr. Dewey’s statement was received, as follows:)

STATEMEST OF RArPa B. DEwEeEY, PresibENT, PACIFIC AMERICAN STEAMSHIP
ASSOCIATION, oN SENATE JoisT REsonLuTioN 21, 70 AUTHORIZE THE SALE oF 10
Ligerty TyPE VESSELS ForR CONVERSION INTO BARrcrs

Pacific American Steamship Association takes this opportunity to express its
opposition to Senate Joint Resolution 21. This is a bill which permits the sale—
at extraordinarily favorable terms—of 10 Liberty type vessels for conversion
into barge operations. These vessels can be operated in the domestie or the
foreign trade under the terms of Senate Joint Resolution 21.

Senate Joint Resolution 21 would permit the sale at 25 percent downpayment
at prices equivalent to serap prices with the balance financed by the Federal
Government at 314 percent interest.

As we view the matter, there is no more justification for selling Liberty
ships at scrap value prices to be used as barges than it is to sell Liberty ships
from the reserve fleet for operation as self-propelled vessels, The entire
rationale in cutting off the Ship Sales Act in January of 1951 was to protect
prior purchasers of merchant vessel under the Ship Sales Act from the indefinite
availability of low priced reserve fleet vessels. It was also designed to protect
shipyards against the heavy hand of such reserve fleet vessels being available
to shipowners who might otherwise purchase new vessels.

Whatever reasons existed for stopping sales from the reserve fleet they are
even more applicable to sale of vessels at less than Ship Sales Act prices—which
is indeed the case in Senate Joint Resolution 21. The present scrap prices ap-
proximate $52,000 for a Liberty vessel. The purchasers under Senate Joint
Resolution 21 would therefore enjoy benefits that no other purchaser of reserve
fleet vessels has enjoyed even under the most liberal terms of the Ship Sales
Act.

The fact that the bill requires the expenditure of $100,000 in a domestic
shipyard to convert the vessel to a barge does not enhance its merits. It is
significant that a new barge, built in an American shipyard the size of a Liberty
hull, would represent as much as $1 million per vessel fo American shipyards.
To offer potential barge purchasers the alternative of buying a reserve fleet
Liberty would certainly frustrate potential new construction of barges for the
ensuing years.

One Pacifiec coast barge operator, has spent $3 million in the past 5 years on
new barges—several of which are almost as big as Liberty hulls, and carry as
much cargo as a Liberty ship. At least four other barge operators on the
Pacific coast engaged in both coastwise and Alaskan frades, have likewise in-
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vested in new equipment and one question whether these companies would have
done so were they to know they would bhave to face competition from their
colleagnes who might get ships at the prices envisioned in Senate Joint Resolu-
tion 21. Furthermore, the construction of these barges was capitalized at open
market interest rates, considerably higher rates than the 31 proposed in
Senate Joint Resolution 21.

Add to this the fact that there is, at present, a surplus of barges on the
Yacific coast and existing common carriers and confract carriers have to hustle
for every bargeload they get.

These barges could be used in any trade route in competition with carriers
who have bought war-built ships, and who were promised reserve fleet vessels
would be no longer available after January 15, 1951. We recognize that the
possibility of barge competition with carriers in the foreign trade from the
Pacific coast is somewhat remote, albeit quite possible under this legislation.
Of more practical consideration is the potential competition by such barges
with existing carriers in the Hawaiian/Alaska trade, as well as the coastwise
trade. We question why Matson Navigation Co. and Alaska Steamship Co.,
which have purchased warbuilt vessels and have kept them up and have im-
proved their fleets and carried on the trade with very little return, can be ex-
pected fo compete with a newcomer who enjoys scrap value prices. And there
is no question but what barges are in direct competition with self-propelled
vessels in these routes.

Senate Joint Resolution 21 requires documentation, for at least 10 years, of
these converted barges under U.S.-flag unless the owners prepay the principal
and interest due under thhe sales contract. The bill provides for early pre-
payment of mortgage apparently within the year of purchase. The operation
of barges is a precarious business at best ; it is easy to visnalize that if business
does not prosper, the owners would be tempted to pay off the mortgage and seek
a foreign transfer or sale.

In conclusion, we would offer one comment on the technical aspects of this
proposal.  If, in hearings, the advocates of this legislation indicate the barges
will be used in the coastwise trade on the Pacific coast, the committee should be
fully informed that deep draft hulls such as Libertys cannot serve many of
the small shallow draft ports on the Pacific coast. Thus a Liberty hull is—at
least for that purpose—hardly an ideal piece of equipment for barge operations.

In the interest of consistency with past congressional poliey, and in the interest
of preserving the rights of prior purchasers of war-built ships as well as pur-
chasers of new barge equipment in the past few years, we urge the rejection of
Senate Joint Resolution 21 by the committee.

(The following statement was subsequently submitted for the
record :)

STATEMENT OF ASSOCIATION OF AMERICAN RAILROADS

This statement is filed by the Association of American Railroads on behalf
of its member railroads in opposition to Senate Joint Resolution 21, a bill to
authorize the Secretary of Commerce to sell 10 Liberty-type merchant ships
for conversion into barges.

The railroads are interested in this resolution because it would authorize the
sale of vessels that could and no doubt wounld be used in coastal or Intercoastal
water transportation in direct competition with the railroads. Liberty-type
merchant ships, with a earrying capacity of approximately 10,000 deadweight
tons, could be converted into barges of similar (or at least very great) capacity.
The resolution would thus result in the introduction into transportation service
(possibly in a limited area such as the Pacific coast of the United States) of
new vessels capable of carrying a substantial volume of traffic. Conceivably,
if all 10 Liberty ships were converted, this would be a capacity of 100,000 dead-
weight tons. This new capacity would, of course, be added to the existing
facilities of railroads, motor earriers, and water carriers in whatever areas were
affected, and would be used to transport commodities that would otherwise move
by existing facilities. While these considerations explain the railroads’ interest
in this proposal, they are not the basis on which it is opposed.

The railroads oppose the resolution beeause it fails to contain proper standards
and eriteria for disposing of the Government-owned merchant ships. Under
the resolution, these ships would be sold at a price equal to the highest price
such vessel wonld bring if sold for serap on condition that the purchaser
spend $100,000 to convert each vessel into a barge in a domestic shipyard.
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The current scrap value of a Liberty ship is reported to be in the neighbor-
hood of $50,000. Adding the conversion cost of $100,000 results in a total cost
per barge of $150,000. The $50,000 due the Government would be paid in equal
annual installments over the life of the vessel following a downpayment of
25 percent of the sale price (approximately $12,500) at the time of the sale.
We are informed that the current market value of a Liberty-type ship may
range from $220,000 to $240,000. Concededly, the Libertys under consideration
would not be used as Libertys, but as barges. The value of a Liberty ship, as
converted into a barge, might be more or less than the value of an unconverted
Liberty. We do not know the true, or actual, value of a Liberty ship for
purposes of the conversion proposed here. We believe that a correct standard
could be devised to determine the true value and that such a standard should
be incorporated into this proposal. The scrap value of a vessel is not a proper
measure of its true value as a piece of equipment that will actually be used in
transportation service. Very likely, scrap value will be less than true value
and, to the extent that this is so, sales at scrap prices will be bargains to the
purchasers, containing substantial elements of windfall or subsidy. The ad-
vantageous character of this resolution, from the point of view of a buyer,
is further pointed up by the provision that his obligation to pay the unpaid
balance of the purchase price shall be secured by a mortgage, but that the
Government's sole recourse against the purchaser on the latter's obligation
shall be limited to repossession of the vessel and the assignment of insurance
claims, In short, no deficiency judgment is recoverable against the purchaser,
contrary to the conventional practice in almost all security transactions.

To the degree that one competitor in the transportation field obtains essential
equipment at bargain or windfall prices, he can engage in unfair competition
with others who obtain equipment at prices based on true, or actual, value.
Unfair competition of this type, as this committee is aware, diverts traffic from
lower cost, more economical carriers, to higher cost, less economical carriers
and prevents the play of genuine competition, based on factors of comparative
cost and service,

Mention has been made of the carrying capacity that would be added by
this resolution to the present capacity of existing carriers. In no area known
to the railroads, in which surface carriers compete with water carriers, are
the transportation facilities now available inadequate or in short supply. This
proposal is not directed to a real need.

Senator Barrrerr. Admiral Ford, you might as well stay where you
are, as we will now consider S. 576, to clarify the status of the faculty
and administrative staff of the Merchant Marine Academy.

(S. 576 follows:)

[S. 576, 8Tth Cong., 15t sess.]

A BILL To amend section 216 of the Merchant Marine Aet, 1936, as amended, to clarify
the status of the faculty and administrative staff at the United States Merchant Marine
Academy, to establish suitable persounel policies for such personnel, and for other
purposes

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That section 216 of the Merchant Marine
Act, 1936, as amended (46 U.8.C. 1126), is amended as follows :

(1) By amending subsection (a) to read as follows:

“Sec, 216, (a) The Secretary of Commerce is hereby authorized and directed,
under such rules and regulations as he may prescribe, to establish and maintain
the United States Maritime Service as a voluntary organiaztion for the training
of citizens of the United States to serve as licensed and unlicensed personnel on
American merchant vessels. The Secretary is authorized to determine the
number of persons to be enrolled for training and reserve purposes in the said
Service, to fix the rates of pay and allowances of such persons, and to prescribe
such courses and periods of training as, in his discretion, are necessary to
maintain a trained and efficient merchant marine personnel, The ranks, grades,
and ratings for personnel of the said Service shall be the same as are now or
shall hereafter be prescribed for the personmnel of the Coast Guard. The Secre-
tary is authorized to prescribe, by rules and regulations, the uniform of the
Service and rules governing the wearing and furnishing of such uniform of
persons in the Service.”

(2) By adding at the end of the section, two new subsections to read as
follows :
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“(e) To effectuate the purpose of this section, the Secretary of Commerce is
sauthorized to employ professors, lecturers, and instructors and to compensate
them without regard to the Classitication Act of 1949, as amended.

“(f) On such date as may fixed by the Civil Service Commission with the
approval of the Secretary of Commerce, not later than one year from the date
of enactment of this subsection, persons then serving as administrative enrol-
lees shall be brought into the competitive civil service or excepted civil service
in accordance with the Civil Service Act and rules, and shall thereafter be
compensated in accordance with the Classification Act of 1949, as amended,
except as otherwise authorized by subsection (e) of this section or other pro-
visions of law, and shall be subject to other laws of general applicability to
civilian employees of the United States, subject to the following exceptions and
conditions, notwithstanding any other provisions of law.

“(1) The rate of basic compensation of any person serving as administrative
-enrollee on the date immediately preceding the date specified in the first sentence
of this subsection (f) shall upon conversion provided for in this subsection be
fixed at a rate which is not less than the combined basic pay and quarters and
subsistence allowances received immediately preceding conversion, or the value
of such allowances when furnished the person in kind at the rate and in the
amounts theretofore authorized by regulation for such allowances. In the
ciase of any such person whose combined basic pay and guarters and subsistence
allowances, or value thereof when furnished in kind, exceeds the entrance
rate of the grade or level in which his position is placed, the basic compen-
sation of such person shall be fixed at that step in the grade or level which is
equal to, or if none be equal, which represents the next higher regular or
longevity step or level over the person’s combined pay and allowances, as
specified above, received immediately preceding the date of conversion. In any
case in which no such rate exists in the grade of his position, his rate of
basie compensation shall be fixed at the next regular salary rate which is not
less than his combined basic pay and guarters and subsistence allowances or
value thereof when furnished in kind. For the purposes of determining eligi-
bility for step increases following conversion, the basic compensation as an
administrative enrollee prior to conversion shall be considered as the total
-amount or value of basic pay, subsistence and quarters allowances. Any
adjustment in compensation required by this subsection shall not be considered
to be an equivalent increase in compensation for the purpose of a periodic step
increase, nor an increase in grade or rate of basic compensation for the purpose
-of a lengevity step increase,

“(2) The rate of basic compensation authorized by this paragraph shall
continue until the person is separated from his position or receives a higher
rate of basie compensation by operation of law or regulation.

“(3) Any person who, as a result of the action required under the first sentence
of this subsection (f), becomes subject to the Annual and Sick Leave Act of
1951, as amended (5 U.S.C. 2061 and the following) shall be eredited under
that Act with all annual leave remaining to his eredit as an administrative
enrollee, at the rate of five-sevenths of a day of leave chargeable under the
Act (5 U.S.C. 2064) for each calendar day of leave remaining to the eredit of
the enrollee, without regard to the limitations on maximum leave accumula-
ition provided by the Act, and shall be credited with thirteen days of sick leave
in addition to any leave recredit to which the employee may otherwise be
entitled.

“(4) Active service of any administrative enrollee performed prior to the date
specified in the first sentence of this subsection (f) shall be considered creditable
as civilinn employment in the executive branch of the Federal Government for
all purposes, except that in computing length of service for the purpose of title
VII of the Classification Act of 1949, as amended, continuous service immedi-
2tely preceding the date established under the first sentence of this subsection
(f) shall be counted either (1) toward one step increase under section 701, or
(2) toward one longevity step increase under section 703, as the case may be,

“(5) Persons converted from their status as administrative enrollees to posi-
tions by or pursuant to this subsection (f) shall not be entitled, npon con-
version or subsequent separation from such position, to payment of travel and
transportation expenses which otherwise may be authorized under the joint
travel regulations on separation from the United States Maritime Service; nor
shall persons upon conversion to positions by or pursuant to this subsection be
entitled to free medical, dental, surgical and hospital care under section 322(6)
of the Public Health Service Act of 1944 (58 Stat. 696, 42 U.S.0. 249).”
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(The agency comments follow :)

CoMPTROLLER GENERAL oF THE UNITED STATES,
Washington, February 9, 1961,
Hon. WARREN G, MAGNUSON,
Chairman, Committee on Interstate and Foreign Commerce,
U.8. Senate.

DeEAR Mg, CrAamMAN: Further reference is made to your letter of Janunary
11, 1961, acknowledged on January 12, requesting the comments of the General
Accounting Office concerning Senate Joint Resolution 21, 87th Congress, 1st
session, entitled “Joint resolution to authorize the Secretary of Commerce to sell
10 Liberty-type merchant vessels to citizens of the United States for conversion
into barges.”

We have no special information or knowledge as to the need for or desirability
of the proposed legislation and, therefore, we make no recommendation with
respect to its enactment. However, we should like to suggest for the consid-
eration of your committee that the Secretary of Commerce be authorized to set
the interest rate on the unpaid balance in the light of market conditions, rather
than to provide a fixed rate of 32 percent per annum, as presently contained
on line 15, page 2 of the joint resolution.

While the restrictions on the vessels and other eonditions imposed by the
bill probably will materially limit the number of bids, we believe that the
sale of such vessels on the basis of competitive bidding with *“upset prices,”
as we assume will be done, is a desirable means of obtaining the most reasonable
prices and of avoiding eriticism of favoritism to a particular operator.

There appears to be no indication as to whether or not the barges are‘to be
self-propelled, and the joint resolution also is silent as to the permissible use
of the vessels after conversion. And, finally, yon may wish to consider the
necessity of providing for sole recourse mortgages on transactions of this nature
involving vessels of limited utility and relatively low value.

Sincerely yours,
JosEPH CAMPBELL,
Comptroller General of the United States,

DEPARTMENT OF THE NAVY,
OFFICE OF THE SECRETARY,
OFFICE OF LEGISLATIVE AFFAIRS,
Washington, D.C., March 1}, 1961,
Hon. WaARreN G. MAGNUSON,
Chairman, Commitiee on Interstate and Foreign Commerce,
U.S8. Senate, Washington, D.C.

My Dear Me CHAIRMAN: Your request for comment on Senate Joint Reso-
lution 21, a joint resolution to authorize the Secretary of Commerce to sell 10
Liberty-type merchant vessels to citizens of the United States for conversion
into barges, has been assigned to this Department by the Secretary of Defense
for the preparation of a report thereon expressing the views of the Department
of Defense,

The joint resolution would authorize the Secretary of Commerce during the
1-year period following enactment of the resolution to sell not more than 10
Liberty-type merchant vessels curently held in reserve by the Maritime Ad-
ministration. The sales would be limited to citizens of the United States. The
price would be not less than that determined by the Secretary of Commerce,
Included is the stitpulation that a minimum of $100,000 be expended on each
vessel in conversion to a barge-type carrier and that the work would be ac-
complished by domestic U.8, shipyards.

If enacted, the resolution would place a possible 10 more units of water
transporfation capability, which otherwise at a later date might be scrapped,
back into active nse. This in twrn would strengthen existing water trade routes
or establish new routes, coastal or intercoastal, depending on the intent of the
ownerg. It would result also in increased work for U.S. domestic shipyards.

As proposed the 10 vessels would come from those held in reserve by the
Maritime Administration. However, it is essential that they not come from any
of the designated 891 vessels included in the List of Priority Ships, National
Defense Fleet, as established by Joint Maritime Administiation Navy Planning
Group and effective as of the latest revision dated March 4, 1960, since these
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vessels are held in support of emergency military and commercial maritime
mobilization requirements,

With the understanding that the 10 vessels are to be selected from among
other than those vessels on the designated List of Priority Ships, National
Defense Reserve Fleet, the Department of the Navy, on behalf of the Department
of Defense, supports enactment of Senate Joint Resolution 21.

This report has been coordinated within the Department of Defense in ac-
cordance with procedures preseribed by the Secreta ry of Defense.

The Bureau of the Budget advises that, from the standpoint of the adminis-
tration's program, there is no objection to the presentation of this report for
the consideration of the committee,

Sincerely yours,
W. 8. Sampson,
Captain, U.S. Navy,
Deputy Chief
(For the Secretary of the Navy).

S. 576—A Brn To Amexp Section 216 oF THE MERCHANT MariNE
Act, 1936, a8 AmeNDED, To CLARIFY THE STATUS OF THE FACULTY
AND ADMINISTRATIVE STAFF AT THE UNTTED STATES MERCHANT Ma-
RINE Acapemy, To Estasrisa Surrarre PERSONNEL Poricies ¥or
SucH PErRsoNNEL, AND For OrrHER PURPOSES

STATEMENT OF WALTER C. FORD, DEPUTY MARITIME ADMINIS-
TRATOR, ACCOMPANIED BY JAMES S. DAWSON, JR., PERSONNEL
OFFICER, MARITIME ADMINISTRATION

Mr. Forp. Yes, sir, T have a statement of the Maritime Adminis-
trator, if you would like to have me read it.

Senator Bartrerr. Yes, indeed, Admiral.

Mr. Forp. The bill S. 576 was submitted as a draft bill by the Secre-
tary of Commerce January 10, 1961, to the Congress with clearance
of the Bureau of the Budget, and introduced as a bill by your chair-
man. The Secretary of Commerce stated that the legislation was
needed to clarify the status of the faculty and administrative staff
at the U.S. Merchant Marine Academy at Kings Point, and to estab-
lish suitable personnel policies for such personnel in keeping with the
recommencdations of the Congressional Board of Visitors to the Acad-
emy, and the recommendations of the A dvisory Board to the Academy.

The bill involves primarily conversion of positions of executive,
administrative, custodial, and service personnel to positions subject
to the civil service laws generally applicable to r)f]h(‘l‘ civilian em-
ployees of the United States, and fo establish an appropriate, flexible
system of employment and compensation for the facnlty at the Acad-
emy comparable to that provided for the civilian faculty at the U.S.
Naval Academy.

In the administration of the maritime training program under sec-
tion 216 of the Merchant Marine Act, 1936, as amended (46 17.8.C,
1126), in accord with the practice followed since 1942, the Secretary
of Commerce enrolls in the 1U.S. maritime service not only volunteers
for training and reserve purposes, known as trainee enrollees, but
also persons assigned to administrative duties, known as adminis-
trative enrollees. These administrative enrollees comprise the ex-
ecutive staff, administrative force, faculty, custodial, and service
groups at. the U1.S. Merchant Marine Academy at Kings Point, N.Y.

These administrative enrollees have been given ranks and ratings,

G8542-— 01 a8
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and have been compensated and granted allowances at rates similar
to those provided by law for the Coast Guard under authority of sec-
tion 216 of the Merchant Marine Act, the annual appropriation acts,
and section 509 of the Career Compensation Act of 1949, as amended
by the act of May 19, 1952 (66 Stat. 79). The enrollees have been
granted leave under a leave system prescribed by regulations pursuant
to implied power under the Merchant Marine Act, 1936. Insofar as
circumstances and applicable laws have permitted, administrative
enrollees have been administered on the same basis as members of a
military-type organization performing similar duties.

The employment status of these employees has been a matter of con-
cern for some time to the Civil Service Commission, General Account-
ing Office, and the Department of Justice. In order to clarify and
regularize the employment status of administrative enrollees, it has
become apparent that it would be administratively desirable to convert
the enrollees, as far as practicable and appropriate, to positions sub-
ject to the same civil service, compensation, and leave laws, which
are generally applicable to other civilian employvees of the United
States.

After its establishment in 1942, the U.S. Merchant Marine Acad-
emy at Kings Point, N.Y., turned out thousands of merchant marine
officers for World War 11 duty in commercial shipping and in the
Navy. The Academy acquired something of a military flavor. It is
now established as a permanent National Academy, comparable in
many respects to the Army, Navy, and Air Force Academies under
Public Law 415, 84th Congress. Nevertheless, it remains essentially
a civilian institution, with the mandate to turn out civilian deck of-
ficers and civilian engineers for voluntary service in the American
merchent fleet. The staff and faculty are likewise civilian members of
a voluntary civilian service in the Government of the United States.

Members of the maritime service employed as administrative en-
rollees are not a part of the Military Establishment. Like the Public
Health Service and Coast and Geodetic Survey, among others, the
maritime service was established by Congress and set up for a specific
purpose unconnected with that of the National Military Establish-
ment, that is, the manning of the American merchant marine with a
trained and efficient citizen personnel (49 Stat. 1985). Unlike the
Public Health Service and the Coast and Geodetic Survey, however,
the maritime service is not, and has never been, listed as a branch of the
uniformed services nor, except insofar as maritime service pay and
allowances are increased by an increase in Coast Guard pay and allow-
ances, is it ever included as a subject of uniformed services legis-
lation. :

The Attorney General had ruled in 1952 that administrative en-
rollees are civilian employees of the United States for purposes of the
Civil Service Retirement Act, and since then the Civil Service Com-
mission has ruled that appointments and compensation of administra-
tive enrollees should be administered on the same basis as other civilian
employees. Accordingly, the U.S. Civil Service Commission and the
Department of Commerce have agreed, effective September 1, 1957,
that new appointments or employment of personnel at the Academy
in any capacity, with the exception of persons appointed to the faculty,
:should be made in accordance with the Civil Service Act and rules and
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should be compensated in accordance with the laws applicable to the
compensation of civilian employees generally.

In the interest of simplified and more elgicient administration, and
of making available and preserving to these employees the same bene-
fits as are granted to other civilian employees of the United States, the
Department of Commerce and the Civil Service Commission agree (1)
that an appropriate, flexible system of employment, and compensation
should be provided by law for the faculty of the U.S. Merchant Ma-
rine Academy at Kings Point, similar to that now provided for the
faculty at the Naval Academy; (2) that future appointments to non-
faculty positions should be made in accordance with the civil service
and classification laws for both competitive and excepted positions,
except as otherwise authorized by law, that is, to wage board positions;
and (3) that present administrative enrollees should be converted to

ositions subject to the civil service, classification, and leave laws un-
der provisions of law which will authorize adjustments to be made
that will avoid undue personal hardship or inequity to the employees
and avoid any adverse effect upon the efficiency of the Academy.

As a result of careful study for several years of the problems in-
volved in effecting this transition for persons presently serving as ad-
ministrative enroﬁees, the Department, the Civil Service Commission,
and the General Accounting (gﬁice have reached agreement that legis-
lation is necessary to—

(1) provide an appropriate compensation system of the type
described above for faculty members at the Merchant Marine
Academy ;

(2) Avoid serious loss of compensation to nonfaculty admin-
istrative enrollees upon conversion to positions subject to the
Classification Act of 1949, as amended, or to wage board positions;

(3) Avoid serious curtailment of enrollees’ existing leave bene-
fits upon conversion to a position under the Annual and Sick
Leave Act of 1951, as amended ; and

(4) Provide for creditability of prior service as administrative
enrollees for all purposes.

The bill, S. 576, would accomplish these purposes and enable the
Department. to administer these positions on the same basis as other
comparable civilian positions in the Government service. Upon en-
actment of this bill, it is contemplated that faculty members will be
employed under excepted appointments authorized by the Civil Serv-
ice Commission under schedule A of the civil service rules, and that
they will be compensated under a system of compensation appropriate
to the requirements of an accredited educational institution and similar
to that now provided for the civilian faculty of the Naval Academy.
It is contemplated that nonfaculty administrative enrollees will be
employed under the civil service laws, and that they will be compen-
sated 1n accordance with the Classification Act of 1949, as amended, or
an appropriate prevailing wage schedule, as appropriate. Both
groups of employees will receive leave, medical, and other benefits
under the same laws as apply generally to other civilian employees of
the Government.

The U.S. Merchant Marine Academy, currently the only federally
operated maritime training installation, was made a permanent insti-
tution by Public Law 415, 84th Congress. The bill would clarify and
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preseribe basic personnel policies for administrative enrollees of the
U.S. maritime service, and eliminate present uncertainties, and enable
the Merchant Marine Academy to proceed on a suitable basis in per-
sonnel matters. The need for such congressional action was recog-
nized in the “Report of the Twelfth Congressional Board of Visitors
to the Merchant Marine Academy.” This report included the follow-
ing provision :

The Board urges those charged with carrying on the discussions directed
foward establishing the status of the administrative enrollees of the U.S. mari-
time service to make every effort to bring about an appropriate resolution of
this problem, to the end that suitable personnel policies may be established.

Additionally, the “Report of the Advisory Board to the U.S. Mer-
chant Marine Academy,” made to the Maritime Administrator, U.S.
Department of Commerce, May 2, 1957, stated, among other things:

The Maritime Administrator has issued appropriate orders defining the status
of the existing faculty and setting forth probationary periods for those to be
appointed to the faculty in the future. This is all that could have been done and
it has been well done. But the position of the faculty at the U.S. Merchant
Marine Academy will not be thoroughly satisfactory until appropriate legislation
has been enacted.

Later Advisory Board reports in 1958, 1959, and 1960 again af-
firmed this [rtasitilm.

Legislation as proposed by the Maritime Administration, Depart-
ment of Commerce, in S. 576 and its companion bill in the House,
H.R. 3158, is identical to legislation introduced in the previous Con-
gress as S. 1233 and HLR. 5383. During the 2d session of the 86th
Congress the House Committee on Merchant Marine and Fisheries
held extensive hearings on H.R. 5383, reported favorably thereon,
and obtained passage of the bill in the House of Representatives be-
fore the Congress adjourned. Unfortunately, there was not enough
time available for hearings on companion legislation in the Senate
before adjournment of the 86th Congress, We are, therefore, pleased
that your committee has scheduled hearings on S. 576 so early in the
1st session of the 87th Congress. ’

It may be of interest to this committee that the provisions of S.
576 as a legislative proposal are bipartisan in concept and develop-
ment. As a matter of fact, work was first begun on the proposed legis-
lation as far back as 1952 when the present. Administrator was serv-
ing as Assistant to the Deputy Maritime Administrator, and the Hon-
orable Charles Sawyer was Secretary of Commerce. Initially, how-
ever, there were various administrative details and processes which
required conferences and decisions from the Department of Justice, the
11.8. Civil Service Commission, and the General Accounting Office, be-
fore agreement could be reached on the form and necessity of the
legislative proposal. Eventually, agreement was obtaind from all
interested agencies, and draft bills on this subject were introduced
on several occasions in past sessions of the Congress. Now, in the
87th Congress, at the request of the Department of Commerce, these
bills, HL.LIR. 3158 in the House, and S. 576 in the Senate, have again
been introduced by Mr. Bonner and Senator Magnuson. As Mari-
time Administrator, it is now my privilege- this is Mr. Stakem speak-
Ing—as W ell as my responsibility to recommend enactment of the bill,

S. 576,
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The Bureau of the Budget advises there is no objection to the sub-
mission of this statement from the standpoint of the administration’s

program.

I have a sectional analysis of the bill which I ask to place in the
record, and which I shall be pleased to read if the committee so
desires.

Senator Barrrerr. We will place it in the record, together with the
letter from the Secretary of Commerce, dated memuv 10, 1961, ask-
ing introduction of the bill, with an accompanying statement setting

forth the need for the bill. _ :

(The Secretary’s letter and statement, and the sectional analysis

of the bill follows:) _
THE SECRETARY OF COMMERCE,
Washington, D.C. Jonuary 10, 1961,
PRESIDENT OF THE SENATE,
I7.8. Senate, Waxhr'ngfon D.C.

DiAk Mi. PresioeNT : There are submitted herewith four copies of a draft bill
and a statement of Ihe purpose and need for legislation, fo amend section 216 of
the Merchant Marine Act, 1936, as amended, to clarify the status of the faculty
and administrative staff at the U.S. Merchant Marine Academy, and to establish
suitable personnel policies for such personnel. This legisiation is designed to
accord with the recommendations of the Congressional Board of Visitors to the
Academy, and the recommendations of the Advisory Board to the Academy.

The proposed legislation involves primarily eonversion of positions of execu-
tive, administrative, custodial, and service personnel to positions subject to the
civil service laws generally applicable to other civilian employees of the United
States, and to establish an appropriate, flexible system of employment and com-
pensation for the faculty at the Academy comparable to that provided for the
civilian faculty at the U.S. Naval Academy.

The accompanying statement sets forth the need for and the purpose and pro-
visions of, the proposed legislation. The draft legislation was developed by the
Department of Commerce and the Civil Service Commission.

On December 29, 1960, the Burean of the Budget advised that there would be
no objection to the submission of this proposed legislation to the Congress.

Sincerely yours,
FREDERICK H. MUELLER,
Secretary of Commerce.

Drarr Biurn To AMEND SectioN 216 oF THE MEROHANT MARINE Act, 1936, As
AMENDED, T0 CLARIFY THE STATUS OF THE FACULTY AND ADMINISTRATIVE STAFF
AT THE UNITED STATES MERCHANT MARINE ACADEMY, To HSTABLISH SUITABLE
PERSONNEL POLICIES FOR SUCH PERSONNEL, AND FOR OTHER PURPOSES

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That section 216 of the Merchant Marine Act,
1936, as amended (46 U.8.C. 1126), is amended as follows :

(1) By amending subsection (a) to read as follows:

“Sec. 216 (a). The Secretary of Commerce is hereby authorized and directed,
under such rules and regulations as he may prescribe, to establish and maintain
the United States Maritime Service as a voluntary organization for the training
of citizens of the United States to serve as licensed and unlicensed personnel on
American merchant vessels. The Secretary is authorized to determine the num-
ber of persons to be enrolled for training and reserve purposes in the said service,
to fix the rates of pay and allowances of such persons, and to preseribe such
courses and periods of training as, in his diseretion, are nec essary to maintain a
trained and efficient merchant marine peronnel. The ranks, p;rad['s and ratings
for personnel of the said service shall be the same as are now or shall hereafter be
prescribed for the personnel of the Coast Guard. The Seecretary is authorized
to prescribe, by rules and regulations, the uniform of the service and rules govern-
ing the wearing and furnishing of such uniform of persons in the service.”

(2) By adding at the end of the section, two new subsections to read as follows:
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“{e) To effectunate the purpose of this section, the Secretary of Commerce is
authorized to employ professors, lecturers, and instructors and to compensate
them without regard to the Classification Act of 1949, as amended.

“(f) On such date as may be fixed by the Civil Service Commission with the
approval of the Secretary of Commerce, not later than one year from the date of
enactment of this subsection, persons then serving as administrative enrollees
shall be brought into the competitive civil service or excepted civil service in ac-
cordance with the Civil Service Act and Rules, and shall thereafter be compen-
gated in accordance with the Classification Act of 1949, as amended, except as
otherwise authorized by subsection (e) of this section or other provisions of law,
and shall be subject to other laws of general applicability to civilian employees
of the United States, subject to the following exceptions and conditions, not-
withstanding any other provisions of law.

(1) The rate of basic compensation of any person serving as administrative
enrollee on the date immediately preceding the date specified in the first sentence
of this subsection (f) shall upon conversion provided for in this subsection be
fixed at a rate which is not less than the combined basic pay and quarters and
subsistence allowances received immediately preceding conversion, or the value
of such allowances when furnished the person in kind at the rate and in the
amounts theretofore aunthorized by regulation for such allowances. In the
case of any such person whose combined basic pay and guarters and subsistence
allowances, or value thereof when furnished in kind, exceeds the entrance rate
of the grade or level in which his position is placed, the basie compensation of
such person shall be fixed at that step in the grade or level which is equal to,
or if none be equal, which represents the next higher regular or longevity step
or level over the person’'s combined pay and allowances, as specified above,
received immediately preceding the date of conversion. In any case in which
no such rate exists in the grade of his position, his rate of basic compensation
shall be fixed at the next regular salary rate which is not less than his combined
basic pay and quarters and subsistence allowances, or value thereof when fur-
nished in kind. For the purposes of determining eligibility for step increases
following conversion, the basic compensation #s an administrative enrollee prior
to conversion shall be considered as the total amount or value of basic pay,
subsistence and quarters allowances. Any adjustment in compensation required
by this subsection shall not be considered to be an equivalent increase in com-
pensation for the purpose of a periodic step inerease, nor an increase in grade
or rate of basic compensation for the purpose of a longevity step increase,

(2) The rate of basic compensation authorized by this paragraph shall con-
tinue until the person is separated from his position or receives a higher rate
of basic compensation by operation of law or regulation.

(3) Any person who, as a result of the action required under the first sentence
of this subsgection (f), becomes subject to the Annnal and Sick Leave Act of
1951, as amended (5 U.S.C. 2061 et seq.) shall be eredited under that Act with
all annual leave remaining to his credit as an administrative enrollee, at the
rate of five-sevenths of a day of leave chargeable under the Act (5 U.8.C. 2064)
for each ealendar day of leave remaining to the credit of the enrollee, without
regard to the limitations on maximum leave aceumulation provided by the Act,
and shall be eredited with thirteen days of sick leave in addition to any leave
recredit to which the employee may otherwise be entitled.

(4) Active service of any administrative enrollee performed prior to the
date specified in the first sentence of this subsection (f) shall be considered
creditable as eivilian employment in the executive branch of the Federal Gov-
ernment for all purposes, except that in computing length of service for the
purpose of title VII of the Classification Aet of 1949, as amended, continuous
service immediately preceding the date established under the first sentence
of this subsection (f) shall be counted either (1) toward one step increase
under section 701, or (2) toward one longevity step increase under section 703,
as the case may be.

(5) Persons converted from their status as administrative enrollees to posi-
tions by or pursuant to this subsection (f) shall not be entitled, npon conversion
or subsequent separation from such position, to payment of travel and transpor-
tation expenses which otherwise may be authorized under the Joint Travel
Regulations on separation from the United States Maritime Service: nor shall
such persons upon conversion to positions by or pursuant to this subsection
be entitled to free medical, dental, surgical, and hospital care under section
322(6) of the Public Health Service Act of 1944 (58 Stat. 696, 42 U.S.C. 249).
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STATEMENT OF PURPOSE AND NEED ¥OR PROPOSED AMENDMENT TO SECTION 2186,
MERCHANT MARINE AoT, 1936, AS AMENDED

GENERAL PURPOSE

In the administration of the maritime training program under section 216
of the Merchant Marine Act, 1936, as amended (46 U.8.C. 1126), since 1942,
it has been the practice of the former Maritime Commission and of the De-
partment of Commerce (to which the Maritime Commission was transferred
in 1950) to enroll in the U.S. Maritime Service not only volunteers for training
and Reserve purposes, known as trainee enrollees, but also other persons as-
signed to administrative duties, known as administrative enrollees. The term
“administrative enrollees” includes the employees’ service as the permanent
cadre at the U.S. Merchant Marine Academy at Kings Point, N.Y., which
comprises the executive staff, administrative foree, faculty, custodial, and serv-
ice groups.

These administrative enrollees have been employed (i.e., enrolled) under the
authority of the above-mentioned section of the Merchant Marine Act. They
have been given ranks and ratings, and have been compensated and granted
allowances at rates similar to those provided by law for the Coast Guard under
authority of section 216 of the Merchant Marine Act, the annual appropriation
acts, and section 509 of the Career Compensation Act of 1949, as amended by
the act of May 19, 1952 (66 Stat. 79). The enrollees have been granted leave
under a leave system prescribed by regulations pursuant to implied power under
the Merchant Marine Act. Insofar as circumstances and applicable laws have
permitted, administrative enrollees have been administered on the same basis
as members of a military-type organization performing similar duties.

Over the years a number of questions have been considered by the Civil
Service Commission, General Accounting Office, and Department of Justice
concerning the employment status of these employees. In order to clarify and
regularize the employment status of administrative enrollees, it has become
apparent that it would be administratively desirable to convert the enrollees, as
far as practicable and appropriate, to positions subject to the same civil serv-
ice, compensation, and leave laws, which are generally applicable to other civil-
fan employees of the United States.

In the interest of simplified and more efficient administration, and of making
available and preserving to these employees the same benefits as are granted
to other civilian employees of the United States, the Department of Commerce
and the Civil Service Commission have reached agreement (1) that an ap-
propriate, flexible system of employment and compensation should be provided
by law for the faculty of the U.8. Merchant Marine Academy at Kings Point,
similar to that now provided for the faculty at the Naval Academy: (2) that
future appointments to nonfaculty positions should be made in accordance with
the civil service and classification laws (except as otherwise authorized by law,
e.g., to wage board positions) ; and (8) that present administrative enrollees
should be converted to positions subject to the civil service, classification, and
leave laws under provisions of law which will authorize adjustments to be made
that will avoid undue personal hardship or inequity to the employees and avoid
any adverse effect upon the efficiency of the Academy.

As a result of careful study for several years of the problems involved in
effecting this transition for persons presently serving as administrative enrollees,
the Department, the Civil Service Com mission, and the General Accounting Office
have reached agreement that legislation is necessa ry to—

(1) Provide an appropriate compensation system of the type described
above for faculty members at the Merchant Marine Academy ;

(2) Avoid serious loss of compensation to nonfaculty administrative en-
rollees upon conversion to positions subject to the Classification Act of 1949,
as amended, or to wage-board positions :

(3) Avoid serious curtailment of enrollees’ existing leave benefits upon
conversion to a position under the Annual and Sick Leave Act of 1951,
as amended ; and

(4) Provide for creditability of prior service as administrative enrollees
for all purposes.

The proposed legislation would accomplish these purposes and enable the
Department to administer these positions on the same basis as other comparable
civilian positions in the Government service. Upon enactment of this legislation,
it is contemplated that faculty members will be employed under excepted ap-
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pointments authorized by the Civil Service Commission under schedule A of
the Civil Service Rules, and that they will be compensated under a system of
compensation appropriate to the requirements of an accredited educational
institution and similar to that now provided for the faculty of the Naval Acad-
emy. It is contemplated that nonfaculty administrative enrollees will be
employed under the civil service laws, and that they will be compensated in
accordance with the Classification Act of 1949, as amended, or an appropriate
prevailing wage schedule, as appropriate. Both groups of employees will receive
leave, medical and other benefits under the same laws as apply generally to
other civilian employees of the Government.,

In view of the fact that the U.8. Merchant Marine Academy, currently the
only federally operated maritime training installation, was made a permanent
institution by Public Law 415, 84th Congress, the Department recommends favor-
able consideration of the attached proposed legislation in order that basic per-
sonnel policies and problems in administering the maritime training pro-
gram may be considered and acted upon by the Congress. The need for clarify-
ing the status of administrative enrollees of the 1.8, Maritime Service in order
that present uncertainties may be eliminated and the Merchant Marine Academy
may proceed on a stable basis in personnel matters was recognized in the report
of the Twelfth Congressional Board of Visitors to the Merchant Marine Acad-
emy. The report included the following provision :

“The Board urges those charged with carrying on the discussions directed
toward establishing the status of the administrative enrollees of the U,S, Mari-
time Service to make every effort to bring about an appropriate resolution of
this problem, to the end that suitable personnel policies may be established.”

Additionally, the report of the Advisory Board to the U.S. Merchant Marine
Academy, made to the Maritime Administrator, U.S. Department of Commerce,
May 2, 1957, stated, among other things, “The Maritime Administrator has
issued appropriate orders defining the status of the existing faculty and setting
forth probationary periods for those to be appointed to the faculty in the future.
This is all that could have been done and it has been well done. But the position
of the faculty at the U.S. Merchant Marine Academy will not be thoroughly
satisfactory until appropriate legislation has been enacted.”

Later Advisory Board reports in 1958, 1959, and 1960 again affirm their
position.

SECTIONAL ANALYSIS OoF THE BiLL

Section 216 (a). This section is amended to—

(1) Make clear that henceforth enrollments will be made only for train-
ing and reserve purposes in the U.8. Maritime Service, as distinguished from
administrative duty purposes such as instroction of trainess, clerical work,
maintenance work, and the like;

(2) Make clear that the Secretary’s authority to fix the rates of pay for
trainees also includes authority to fix their allowances;

(3) Provide clear authority for the Secreary to prescribe and regulate
the furnishing and wearing of uniforms of persons in the service;

(4) Transfer to a new subsection (e) the existing provision for employ-
ment of instructors; and

(5) Make an appropriate, minor correction in a pronoun in the second
sentence to refer to discretion transferred to the Secreary from the former
Maritime Commission.

Section 216(e). This subsection would provide authority for the employment,
and eompensation without regard to the Classification Act of 1949, as amended,
of all levels of civilian professors, lecturers, and instructors as may be necessary
to carry out the purposes of section 216 of the Merchant Marine Act, as amended.
Such professors, lecturers, and instructors would be considered civilian officers
and employees of the United States for purposes of laws of general application
to civilian employees of the United States,

Under existing law the Civil Service Commission is empowered to aunthorize
the Department to employ professors, lecturers, and instructors under excepted
appointments, on the same basis (schedule A) as is now provided for the faculty
at the Naval Academy. This section will also make possible the establishment
of an appropriate compensation system for the faculty of the Merchant Marine
Academy, similar to that provided for the faculty of the Naval Academy.
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Section 216(f). This subsection provides for (1) conversion of existing ad-
ministrative enrollees, both faculty and nonfaculty on a date mutually agreed
upon by the Secretary of Commerce and the Civil Service Commission, in order
to effect an orderly transition; (2) clear-cut legal recognition that after con-
version, former administrative enrollees will be subject to laws of general
applicability to eivilian employees of the United States except as otherwise
authorized by law; and (3) certain authority necessary to make possible the
conversion of enrollees without undue personal hardship or inequity, and
without any adverse effect upon the efficiency of the Merchant Marine Academy,
with particular reference to compensation, leave, and creditability of prior
service for various purposes.

Section 216(f) (1). This subsection defines how the basic compensation of
administrative enrollees shall be determined upon conversion and provides for
salary-saving and related safeguards in order to avoid reducing the compensa-
tion of enrollees as a result of conversion, For example, if an administrative
enrollee’s total basie pay, quarters, and subsistence allowances amount to
$9,5670.96 and his position is classified at grade GS-11, he would have his salary
set at G811, $9,640, which is the next longevity rate over the total amount he
is receiving for basie pay, quarters, and subsistence. An enrollee receiving a
total of $8,105.76 for basic pay, subsistence, and guarters allowances whose posi-
tion is classified at GS-9, for which the maximum longevity rate of the grade is
$7,920, will have his salary set at $8,150, which is the first longevity step at
GS-10, until he leaves such position, or otherwise is entitled to receive a higher
rate by reason of operation of the Classification Act of 1949, as amended, or
other applicable law, as indicated below.

This subsection applies only to persons serving as administrative enrollees on
the date preceding the date of conversion. It does not provide retroactive benefits
to any person.

Section 216(f) (2). This paragraph makes provision to specifically ensure
what is commonly referred to as “salary saving” by establishing the fact that
the basic compensation as set up on conversion, as provided for in section 216 (f)
(1), will continue until the employee affected thereby is either separated from
his position or receives a higher rate of basic compensation by operation of law
or regulation as might occur in the case of promotion, Federal salary adjust-
ments, ete.

Section 216(f) (3). This paragraph takes cognizance of the fact that adminis-
trative enrollees have earned, accunmulated and used annual leave on a ealendar
day basis, and most enrollees have a much greater leave accumulation than the
acenmulation which would be authorized on conversion of such personnel under
provisions of the Annual and Sick Leave Aect. This paragraph wonld provide
for the conversion of all unused annual leave without actual loss of leave for
purposes of future use to the enrollee on the basis of 5 work days’ leave for each
T calendar days of leave.

Administrative enrollees are authorized to take sick leave, up to 4 months in
emergencies, as may be necessary, but do not accumulate sick leave. If they had
been permitted to acenmulate sick leave, most administrative enrollees by reason
of their length of service would now have a large accnmulation of sick leave.
To minimize the effeet of losing the sick leave benefits to which administrative
enrollees have been entitled, it is proposed that they be eredited on the date of
conversion with 13 days’ sick leave. Thereafter, sick leave credits would acerne
on the same basis as for other employees subject to the Annual and Sick Leave
Act.

Section 216(f) (4). This paragraph makes specific provisions to recognize
active service as an administrative enrollee performed prior to the date fixed for
conversion as civilian employment creditable for all purposes in the executive
branch of the Federal Government, with the exception that in computing length
of service as used under the Classification Aet for the determination of one
periodic step increase or one longevity step increase, all such prior service which
oceurred immediately preceding the date fixed for conversion, as provided in
subsection (f) shall be counted toward the attainment of same. Thus, for such
basic purposes as retirement, leave aceruals, seniority, length-of-service awards,
ete., all previous active service as an administrative enrollee would be ereditable
as civilian employment in the executive branch of the Federal Government for
every purpose, except that in computation of length of service for salary step
increases or longevity step increases, only such service as was continuous and
uninterrupted immediately prior to the date fixed for conversion would be cred-
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itable in the determination of said step inereases. Under these circumstances,
an employee's salary thus established which is less than the maximum scheduled
rate of the grade would be immediately considered against the requirements for
one periodic step increase; and, as provided in subsection (f) (1), for purposes
of determining eligibility for a periodic step increase, the basic compensation as
an administrative enrollee would be considered as the total amount or value of
basic pay, subsistence, and quarters allowances. Such prior service and basic
compensation would also be considered in determining eligibility toward the
10-year aggregate period and 3-year waiting periods for one longevity step
increase.

Section 216(f) (5). Administrative enrollees disenrolled from the Maritime
Service are entitled to payment of travel and transportation expenses to their
place of enrollment, ete,, whether or not such transportation is actually furnished
in kind. Administrative enrollees on active duty also receive free medical, den-
tal, surgical, and hospital care under the provisions of paragraph (6) of section
322 of the Public Health Service Act of 1944 (58 Stat, 696, 42 U.S.C. 249).

This paragraph is for the purpose of making two practical provisions. First,
it provides that administrative enrollees who accept conversion shall forfeit
such rights to travel and transportation expenses. Those who elect to resign
prior to conversion will be entitled to such benefits in keeping with the terms
under which they were “enrolled” as administrative enrollees. Second, it pro-
vides that administrative enrollees after the effective date of conversion as
authorized by this legislation shall not continue to receive free medical, dental,
surgical, and hospital care pursuant to paragraph (6) of section 322 of the Publie
Health Service Act of 1944. After conversion, however, these employees and
their immediate families will be eligible for health benefits on the same basis as
other civilian employees of the Government under the Federal Employees' Health
Benefits Act of September 28, 1959, 73 Stat. 709, 5 U.S.C, 3001,

Senator Barrrerr. There will be incorporated in the record at this
point a report from the Comptroller General on S. 576, dated Febru-
ary 27.

T want to dwell upon that a bit after asking you some other questions,
Admiral.

(Report from the Comptroller General follows:)

COMPTROLLER GENERAL OF THE UNITED STATES,
Washington, February 27, 1961.
Hon. WARReN G. MAGNUSON,
Chairman, Committce on Interstate and Foreign Commerce,
{U.8. Senate.

Dear Mr. CarAmMAN @ Your letter dated January 24, 1961, acknowledged Janu-
ary 26, requests our comments on 8. 576, 87th Congress.

8. 576 would clarify the status of the faculty and administrative staff at the
U.8. Merchant Marine Academy by authorizing the Secretary of Commerce to
employ and compensate a faculty without regard to the Classification Act of
1949, as amended, and by providing for the conversion of nonfaculty adminis-
trative enrollees to positions subject to the elvil service laws applicable to other
civilian employees of the United States.

As pointed out in our report on the audit of the Federal Maritime Board and
Maritime Administration for the fiscal years ended June 30, 1952, and 1953 (see
pp. 29-30, H Doe. No, 383, 83d Cong.) the employment of administrative enrollees
in civilian positions at the Merchant Marine Academy without regard to the civil
service laws has resulted in advantages to such enrollees which are not afforded
under the civil service system. Primarily, such advantages are attributable to
the fact that enrollees received tax-free quarters and subsistence allowancea in
addition to their basic compensation, and that the total value of such compensa-
tion and allowances results in payments which are disproportionate to civil
service rates for comparable duties,

We are therefore in agreement with the need for legislation in this area and,
since the provisions of 8. 576 appear to be adequate to effectuate the purposes
intended, we recommend favorable consideration of the bill.

We are enclosing 30 copies of this report, as requested.

Sincerely yours,
JoserpH CAMPBELL,
Comptroller General of the United States.
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Senator Barrrerr. In your opinion, would enactment of this bill
improve the Academy as an educational institution ?

.{II'. Foro. 1 certainly believe that it would. It will straighten out
a situation with regard to status of the staff and will enable us to
adopt procedures which we think are desirable in the hiring and firing
‘of professors for an educational institution.

Senator Barrrerr. It would do what with respect to hiring and
firing ¢

Mr. Forp. It would enable us to carry out procedures that are used
at other educational institutions.

Senator Barruerr. How is it done now—the hiring and firing ?

Mr. Forp. It is accomplished now, any hiring is done under civil
service.

Senator Barruerr. Of faculty members?

Mr. Forp. Of faculty members.

Mr. DawsoN. I am personnel officer of the Maritime Administra-
tion, and the complication we have is that the faculty is half civil
service and half military. In other words, we have authority now and
we use it to hire a faculty member to teach electrical engineering,
foreign languages, or what have you, and he is enrolled in the maritime
service and given a rank that is assimilated to that of the Coast Guard.
His pay and leave is assimilated to that of the Coast Guard, but for all
«other purposes, he is under civil service, and the Civil Service Commis-
sion views him as a schedule A employee of the Civil Service Com-
mission for disciplinary purposes or for all of his other fringe bene-
fits, including retirement :mni unemployment compensation, ef. cetera.

Now, this bill would enable us to adopt policies, pay, procedures,
and tenure for schedule A employees, with pay rates set by the Secre-
tary of Commerce, identical to the authority ‘which the Secretary of
the Navy has to administer the civilian faculty at the Naval Academy
-of some 215,

The other complication that makes this legislation or some similar
form more urgent, if I may say so at this time, is that there was a
decision in the Court of Claims, U.S. Court, of Claims, December 1,
1960, as a result of 91 employees at the Academy, 6 of whom were
faculty and the others staff, who had filed a claim on the adjustment
of their ranks and ratings made in 1954. The court ruled that any
rank or rating we set in inlerﬁu‘etﬂtinn of 216(a) of the Merchant
Marine Act of 1936—and T will use the court’s language—*“must co-
incide with similar occupational categories at the Coast Guard.”

Now, what that means is that if the dean and the Superintendent
decide to hire an electrical engineer, and they want to make him a
commander, we have to write to the Coast Guard, tell them what we
are going to hire and for what purpose, and describe the job and say,
“Now, would this be a commander if it was at the Coast Guard, and
can we do this?” That complication, which is similar to many of these
other complications 1n any system that is neither half fish or fowl,
just makes it almost administratively impossible to administer offi-
cially.

Senator Barrrerr. Why do you have to ask the Coast Guard if you
«can do this?

Mr. Dawsonx. When we adjusted the ranks and ratings of these 91
plaintiffs, who exhausted all their administrative remedies through
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Civil Service and the General Accounting Office, and then went into
the Court of Claims, the court said, re our interpretation of 216(a)
of the Merchant Marine Act where we are authorized to enroll ad-
ministrative employees, assimilated to the rank and pay of the Coast
Guard that this section means that they must coineide with a double
first cousin, as it were, at the Coast Guard.

Therefore we could not have a lieutenant (junior grade) perform-
ing a job that a lieutenant at the Coast Guard might.

Mr. Forp. To answer your question, we don’t have to get their
determination, but determine if there is a similar position at the Coast
Guard Academy.

Senator Bartrerr. Is there any disposition ever on the part of the
Coast Guard to say in respect to this electrical engineer, in response to
your inquiry, that obviously he is not of a proficiency to be a com-
mander—yet in your opinion he is. Is there any difficulty that way?

Mr. Dawsox. Sir, we have excellent cooperation from the Coast
Guard in their responses but one of the serious difficulties is they might
say, “But we don’t teach a subject of this nature here. We don’t have
anybody exactly like this, and we don’t know what to tell you.”
Now you see we have a different student body. We have a different
academic program, and they don’t teach any foreign languages at
the Coast }‘:uard. We teach three at the Merchant Marine Academy.

We give some courses in ship management which they don’t give,
yet we are supposed to try to find a similar job at the Coast Guard
n arriving at a rank or rating.

Senator Barrrerr. How do you resolve this difficulty when the
Coast Guard is unable to help you?

Mr. Dawsox. When they say they don’t have anything that is any-
where near like this, we say what is the nearest thing you have to it,
or what do you think it would be if you had a course like this?

They say, well, it might be one thing or another, and so we take one
of those choices.

Senator Barrrerr. What is the difference between schedule A and
the remainder of civil service, so far as this particular situation is con-
cerned ?

Mr. Dawsown. Schedule A in the civil service is a term used to iden-
tify noncompetitive positions whereby you can recruit without the
necessity of a competitive examination. And for all other purposes.
it is the same throughout the civil service system.

In other words, you have the competitive system and the noncom-
petitive and you can only have the noncompetitive with the permission
of the Civil Service Commission. We wanted schedule A for the
faculty at the Academy because we don’t want to go out and fry to
get a man to teach German and then tell him he has to take a civil
service examination.

It is the same system they have for the civilians at the Naval
Academy.

Senator BarrLerr. If this bill is enacted, yon would not have to do
that?

Mr. Dawson. No, sir. If this bill was enacted, we would be able to
recruit on the basis of faculty merit and qualifications without regard
to a lot of redtape. '

Senator Barruerr. How many employeees would be affected ?
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Mr. Dawson. 201 as of this date.

Senator BarTrerr. How many on the staff and how many on the
faculty ?

Mr. Dawson. Seventy-seven on the faculty who are actually en-
gaged in instructional duties and the remainder of the 201 are either
staff or custodial work force or faculty support.

Senator Barrrerr. What do they think, they being employees, of
this proposal?

Mr. DawsoN. Well, in any group of that sort I would say that there
would be a divergence of opinion. This has been under discussion
and they have had various meetings with the faculty up there, and
initially the large majority of the faculty were opposed to this bill,
In the last year or two the tenor of the attitude on the part of the
staff and faculty is changing and I think the Superintendent, who is
here, could probably speak more pertinently to that subject.

In other words, we have had members recently, like the librarian,
that asked to be converted to the civil service without waiting for any
bill. The executive officer is already in the civil service-system, as 1s
the assistant dean.

Mr. Forp. I think, generally speaking, that the faculty objected to
conversion, when this started, on the basis that they had all of the
military prerogatives without a number of the objectionable features
of being i the military.

Senator Barrrerr. Would there be any financial sacrifices involved
for employees ?

Mr. Forp. The conversions would be at comparable salaries, and
when I say that, one of the original objections was on the basis of mili-
tary advantage—this is conversion of their military pay and allow-
ances to a comparable pay grade in the civil service.

Now what this means is that they would lose the tax advantage of
their military allowances. In other words, they would pay taxes on
all of their salary and would not be exempt from that part which is
considered in the military as allowance for cost of living—housing.

Senator Barrrerr. There would be less than complete enthusiasm
on the part of those affected?

Mr. Forp. T think that is probably accurate.

Senator Barrierr, We won’t ask you, because there is no reason
why you ought to be in the position to know, but I think we will have
to get into some of the details of this, too.

Mr. Dawson. Could I give you one figure on that, Senator, just as
an example ?

Senator BarrrLerr. Surely.

Mr. Dawson. For instance, let’s take an officer—and this is an actual
case, and I won’t identify him. We have worked this out. T will put
it in the record, if you so desire. I will give one example on the case
you just mentioned.

His annual base pay is £10,320, and that is what he pays taxes on.
And his taxes, with two exemptions, his withholding taxes are $1,-
617.60. Now his allowances and subsistence add up to over $2,000.
So his total gross pay is $12,636. Now when he is converted under
our bill, and under salary saving, he will have to get a salary that is
at least greater at the set salary step above his present gross, which
would be $12,577.  So he will get a raise of approximately $40. But
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he will then pay taxes on his gross pay, which would be $2,022; so his
taxes would go up $403.

Now our answer to that is that this entails various other benefits.
His present retirement, if he retired, with 30 years’ service, he would
get an annuity of $5,500. When he is converted under our bill he
would get an annuity of $6,700; so his retirement would go up $1,200
a year.

He is now covered by $11,000 annual life insurance, and under our
conversion bill he would have an insurance policy of $13,000.

So we figure that these benefits work both ways. He is going to
paz more taxes, but he is going to get more benefits.

Senator Barrrerr. Do you know if we are going to have any mem-
bers of the staff to testify?

Mr. Forn. The Superintendent is here, and the assistant dean.

Mr. Bourson. We have one man of the alumni association.

Senator Barrrerr. I might ask this: do we know whether the
members of the faculty and operational staff have had notification:
that this bill is going to be heard now? Have they had notice ?

Mr. Bourson. There was a notice sent to the admiral 3 weeks ago-
that the hearing would be held at this time. I might say this, Sen-
ator, that 2 years ago when this first came up, there was a real hue and
cry among the alumni and people up there. It faded a little last
year, but we had not one single letter from anybody opposing it this:
year.

Senator Barrrerr. That certainly is indicative of something.

I presume they are very literate if they are on the faculty.

Well, Admiral, alumm representatives in the past, have stated that
they wanted to see Kings 'I’oint. Academy placed on a comparable
basis to the service academies in reference to the situations we are
discussing.

Do you think this bill would do that ?

Mr. Foro. I think that it will. T think that it will improve the
Academy as an educational institution.

Senator Barrrerr. Was a bill first introduced on this subject in
the 86th Congress?

Mr. Dawson. There was no hearing on it. It was just introduced
and there was no hearing. In the 86th there was a bill introduced in.
the Senate, but they didn’t have time for a hearing. They waited
until the House took action and then it was too late m the session for
the Senate to act.

Senator Barrrerr. There was a bill introduced in the 85th Con-
gress?

Mr. Bourson. Two bills, weren’t there ?—one along these lines and
one to establish the Maritime Service as a uniformed service. And
that is what causesd all the controversy. Some of the boys wanted to-
be in uniform.

Mr. Forp. As I recall, there was a bill introduced in the 85th Con-
gress which was not heard; no hearings were held in the 86th Con-
rress.  Hearings were held in the House., It was passed by the House,

ut it was late in the session and the companion bill was not heard in
the Senate.
. ]Sen:ttnr Barrrerr. How about the 84th Congress? Was there a
ill then?
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Mr. Forp. No, sir.

Mr. Bourson. Isn’t that when we passed the bill setting the Acad-
emy up as a permanent institution ?

Mr. Forn. That did not speak to this particular subject.

Senator Barrrerr. Under the existing arrangement, when you want
to, for what you consider to be good cause, fire a maintenance en-
gineer, how do you go about it ?

- Mr. Dawso~. He is under the same disciplinary procedures as any
other civilian employee of the Federal Government. So we would
investigate, give him notice, and adequate time for hearing, and so-
forth. He 1s not under any military system. There is no court-
martial system prevailing. And if he is in the competitive system,
he gets the protection of the Floyd-LaFollette Act. If he is in the
noncompetitive system,-and a veteran, he gets the protection of the
Veterans’ Preference Act.

Senator Barrrerr. This bill would make no difference whatsoever,
or at least very minor differences, in respect to the matter of tenure
for alleged incompetence ?

Mr. Dawson. Iﬁhis bill went through, he would have the same pro-
tections that he now has,

Senator Barrrerr. Would you make the same statement in refer-
ence to faculty members ¢

Mr. Dawson. Yes, sir; because you see, the Civil Service considers
them to be—even though they are paid according to the Coast Guard—
schedule A civilian employees. We have an order on policies appli-
cable to the faculty which we can put in the record which describes
tenure, and they are entitled to all the hearings that anyone else would
be entitled to.

Senator Barrerr. If you will, please, make that available for the
record.

I should say here that the Comptroller General, in the report which
I asked be placed in the record, recommended favorable consideration
of the bill.

(Policy statement follows:)

U.S. DEPARTMENT OF COMMERCE, FEDERAL MARITIME BoARp, MARITIME
ADMINISTRATION, MANUAL oF ORDERS

Administrator’s Order No. 181
Effective June 20, 1956

POLICIES APPLICABLE TO FACULTY OF THE U.S. MERCHANT MARINE ACADEMY,
Kines Point, N.Y.

SECTION 1. PURPOSE

1.01 The purpose of this order is to provide a statement of policies as to
employment, tenure, pay, academic freedom, and related matters applicable to
faculty members at the U.S. Merchant Marine Academy.

BECTION 2. PERSONNEL AFFECTED

2.01 This order shall be applicable to all faculty members at the T.S.
Merchant Marine Academy. For the purposes of this order, faculty members
shall include all personnel performing full-time duties as lecturers, instructors,
and professors or teachers in all academic departments at the U.8. Merchant
Marine Academy, and such other employees of the Academy as may be elected
by the faculty subject to the approval of the dean and the superintendent,
respectively,
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SECTION 3. ESTABLISHMENT AND PURPOSE OF ACADEMY

3.01 Establishment.—The U.S. Merchant Marine Academy, which was orig-
inally established administratively to carry out certain maritime training pro-
visions of the Merchant Marine Act of 1936, was made a permanent institution
by the Congress by Public Law 415, 84th Congress, approved February 20, 1956.

"3.02 Acereditation—The Merchant Marine Academy is accredited by the
Middle States Association of Colleges and Secondary Schools. The curriculum
of the Merchant Marine Academy is registered by the New York State Depart-
ment of Bducation. The Academy is a member of the National Education Asso-
ciation of the United States, the American Council on Education, and the Asso-
ciation of American Colleges. y

3.03. Purpose of Academy—The Merchant Marine Academy was established
for the purpose of instructing and preparing carefully selected American citi-
zens for service as officers in the U.S. Merchant Marine, which is necessary to
promote the foreign and domestic commerce of the United States and for our
national defense. :

3.040  Objectives of Academy curriculum.—The objectives of the course ot
instruction at the Merchant Marine Academy are as follows:

1. To prepare graduates to undertake immediately all the duties and re-
sponsibilities which are customarily assigned third officers or third assistant
engineers in the U.8, merchant marine ;

2. To supply the necessary theoretical and practical background and
ability to enable them to advance to more responsible positions in the
merchant marine, with the expectation that they will develop into officers
of high caliber and provide competent leadership.

3. To prepare graduates who receive a commission as an ensign in the
1.8. Naval Reserve, to satisfactorily perform the duties as a naval officer
upon assignment to active duty, consistent with the policies of the Depart-
ment of the Navy.

4, To provide graduates a general knowledge of the organization of
American and world shipping and its operations and subsidiary activities
g0 that the graduate may understand his responsibilities in relation to the
functions and purpose of the American merchant marine,

5. To prepare graduates to serve as representatives of the American way
of life wherever they may be, at home or abroad, and to effectively meet
their responsibilities as U.S. citizens.

3.05 Degrees, licenses, and eommissions.—Upon satisfactory completion of
the academic program at the Merchant Marine Academy, cadet-midshipmen
receive the degree of bachelor of seience ; upon passing appropriate examination
administered by the 11.8, Coast Guard receive a license as deck or engine officer ;
and, consistent with arrangements with the Department of the Navy, graduates
may be commissioned ensign in the U.8. Naval Reserve,

BECTION 4. RESPONSIBILITIES

4.01 The Superintendent of the U.8. Merchant Marine Academy is responsi-
ble to the Maritime Administrator for the overall supervision and management
of the 1.8, Merchant Marine Academy in accordance with applicable laws, poli-
cies, and regulations governing same. The Superintendent is responsible for
miaking recommendations for change in policies and practices which will be in
the best interest of good management and the purpose of the Academy, and
consistent with requirements of law., He is responsible for explaining to and
keeping faculty members currently informed of policies affeeting them. After
consulting with the academic dean, he is responsible for recommending employ-
ment, promofion, separation, and other personnel actions for faculty members
in accordance with the personnel practices and policies applicable to Federal
civilian employees of the Maritime Administration.

4.02 1In the absence or preoccupation of the Superintendent, the executive
officer will exercise all of the anthorities and responsibilities of the Superintend-
ent as set forth herein,

4.03 The dean is responsible for providing faculty leadership and guidance
on academic matters, carrying out the spirit and intent of established orders
and regulations and making recommendations to the Superintendent for changes
in policies and regulations consistent with the prineiples of good management
and applicable controlling laws. The dean is responsible for eandidly evaluat-
ing the eduecation, experience, ability, and general suitability of faculty mem-
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bers, and applicants for such positions, and recommending to the Superintendent
the employment, promotion, separation, or other warranted personnel actions
for faculty members in keeping with applieable policies and regulations.

4.04 A faculty member is responsible for performing well his academic duty,
striving for professional development, and applying his talents to the service of
his profession, his community, the Merchant Marine Academy, and his country.
He shall have the primary responsibility of devoting his thought, time, and energy
to the service of the Academy. Faculty members are enconraged to make con-
structive suggestions for improvements and to participate in faeulty and
Academy activities.

4.05 Maritime administration staff officers.—The various staff officers in the
Maritime Administration are responsible for rendering services and assistance
in connection with budget, security, manpower, personnel, organization and
methods, public relations, and other related matters common to all civilian
employees of the Maritime Administration, and acting for the Maritime Adminis-
trator in accordance with their specific functions and delegation of authorities,
in the administration of activities of the U.S. Merchant Marine Academy. Such
services and assistance will be comparable to those furnished other organiza-
tional components of the Maritime Administration.,

SECTION 5. EMPLOYMENT PRACTICES AND POLICIES

5.01 The principles and policies stated herein shall be applicable to all mem-
bers of the faculty at the U.S. Merchant Marine Academy, as identified above.
1. Appointment and tenure—(1) Members of the faculty at the U.S.
Merchant Marine Academy generally shall be enrolled for active adminis-
trative duty under authority of section 216(a) of the Merchant Marine
Act of 1936, as amended. Persons so enrolled are referred to as adminis-
trative enrollees in the U.S8. Maritime Service. Enrollments of new mem-
bers of the faculty shall be for a specific period of 3 years which may be
renewed for one additional 2- or d-year period upon recommendation of
the dean and approval by proper authority. Such limited enrollments shall
be considered a probationary period. After satisfactory completion of the
probationary period the faculty member may be enrolled without any specifie
time limitation. Faculty members also may be employed on a temporary,
part-time, or intermittent contract or fee basis, or under other appropriate
authority, as ecircumstances may warrant in cases of temporary or special
need of additional or substitute faculty members,

(2) The academic rank and type of appointment of a new faculty mem-
ber will depend on the needs of Academy and qualifications of the ap-
pointee. Each teacher shall be advised of the terms and conditions of his
appointment upon the offer of appointment.

(3) If it becomes apparent during the probataionary period, that the
faculty member’'s conduct, general character traits, or capacity and com-
petence are not such to fit him for satisfactory service, the faculty member
will be separated in accordance with section 5.05 of this order. After
having satisfactorily completed the probationary period and following
granting an appointment without specific time limitation, tenure of faculty
member’s services shall be considered permanent and he will be involun-
tarily terminated only for adequate cause, retirement, or bona fide reduc-
tions in force.

(4) A faculty member who holds other than a4 temporary appointment
and has satisfactorily completed his probationary period, who is dismissed
for cause shall have an opportunity to appeal the action in accordance
with provisions of Department of Commerce Administrative Order 202-2,
as amended, and as appropriate, Administrator’s Order No. 174, A Board
of Grievance Review, as established by Administrator’s Order No. 112
(amended), or the deputy employment poliey officer, whichever is appro-
priate, will investigate the merit of any appeal, which will be handled in
accordance with provisions of Administrative Order 202-2 (amended), and
if appeal is a complaint of discrimination based on race, color, religion,
or national origin in aceordance with Administrator’s Order No. 174,

5.02 Ranks, pay end allowances.—>Members of the faculty enrolled for ad-
ministrative duty under authority of section 216(a), Merchant Marine Act,
1936, as amended, as preseribed by law, shall be assigned ranks, grades, and
ratings as are now or shall hereafter be prescribed for the personnel of the
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Coast Guard. The duties and nature and extent of responsibilities in posi-
tions or assignments occupied by faculty member of the various academic de-
partments shall be evaluated periodically in accordance with established per-
sonnel procedures to determine position, titles, ranks, and ratings for posi-
tions or assignments and to assure as nearly as practicable equal rank and pay
for equal work and established qualifications. In accordance with section 509
of the Career Compensation Act, as amended, and 33 C.G. 151, the rates of pay
and allowances for administrative enrollees of the U.S. Maritime Service while
serving on active duty shall be as provided by titles II and titles 11I of the
Career Compensation Act for the assigned ranks, grades, and ratings.

5.03 Promotion of faculty members.—

1. The best qualified faculty member or applicant shall be selected, ac-
cording to merit, for faculty vacancies which are to be filled. In consid-
ering candidates for promotion to vacant faculty positions, consideration
will be given to the extent and quality of academic, professional, and
technical training and teaching experience, practical experience in the
subject matter field, personal characteristics necessary for a teacher, and
recognition for meritorious awards and exemplary service previously
rendered.

2. There is authorized to be established and maintained in accordance
with procedures prescribed in Administrator’s Order No. 101, as amended,
a faculty committee which may initiate and consider actions as follows:

(1) Recommendations for incentive awards for faculty members
based on meritorious performance of official duties.

(2) Recommendations for promotion of faculty members resulting
from the execution and development of their official activities, duties,
skills, and academic growth to a higher rank or level than that to which
assigned.

(3) Other types of administrative matters as may be referred to
the committee by the dean or superintendent for review and recom-
mendation.

3. A statement of qualifications standards for various faculty positions
is authorized to be developed by the faculty committee, subject to the re-
view and approval by the dean and Superintendent of the Academy, re-
spectively ; the Maritime Administrator or his authorized representative,
and to such extent as may be necessary by other competent authorities.
Qualifications standards shall not be lower than those established by the
Federal Government for comparable or similar positions,

4, To the extent feasible, consideration for faculty promotions shall take
place at least once annually, at a time designated by the academic dean, fol-
lowing completion of the annual performance rating program.

5.04 Leave and liberty—A leave system compatible with the system of pay
and allowance, comparable to that for the members of the Armed Forces, has
been established in the Instructions for the U.S. Maritime Service for administra-
tive enrollees on active duty.

1. Annual and sick leave—The Superintendent of the U.S. Merchant
Marine Academy and such persons as he may designate are authorized
to grant leave with pay in accordance with the above cited instructions.

2. Leave without pay.—Leave without pay may be granted by the Superin-
tendent, and such persons as he may designate, in accordance with the
policies established by the Department of Commerce in Administrative Order
202-17 (amended), section 5. As specified in that order, requests for leave
without pay of 30 calendar days or more, with appropriate justification,
shall be submitted to the appropriate personnel officer of the Maritime Ad-
ministration for appropriate action.

3. Liberty—The Superintendent, or the dean with the approval of the
Superintendent, is authorized to grant liberty in accordance with and
to the extent provided by established regulations to faculty personnel during
academic holidays granted to cadet-midshipmen and at other times as may
be appropriate. Requests for leave exceeding the amount of any authorized
liberty shall be considered under the regulations applicable to annual leave
or leave without pay.

5.05 Separations.—All adverse actions shall be effected in accordance with
applicable Federal laws and regulations, including those contained in Depart-
ment of Commerce Administrative Order 202-20 (amended).

1. To the extent practicable, faculty members will be given at least 6
months’ written notice of proposed separation from the Service to provide
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as much time as possible to seek another tea ching position. However, when
separation is required for serious misconduct or delinquency, fraud, or
misrepresentation in an important matter, character unsuitability, ineffi-
ciency, separation for disability, or other matters of comparable seriousness,
or budgetary reasons necessitating immediate reduction in force, advance
notice usually will be limited to the minimum required by applicable law and
regulations,

2. To the extent practicable, faculty members shall give at least 6
months' written notice of resignation or voluntary retirement, and such sep-
aration shall generally be effective at the end of the academic term.

3. Employees who are subject to the provisions of the Civil Service Retire-
ment Act, who have completed at least 15 years of service, including a
minimum of 5 years’ civilian service, and at least 1 vear of civilian service
under the Retirement Act within the 2-year period immediately preced-
ing separation, are required to be separated at the end of the month in
which their 70th birthday occurs, or the last day of the month in which
the required service is completed, whichever is later. Faculty members, at
their discretion, may elect to voluntarily retire at an earlier age when
applicable requirements are met. Reemployment of retired faculty members
is authorized only in accordance with terms of the regulations of the
Civil Service Commission and through established personnel processes,

5.06 Approval and processing personnel actions.—Recommendations for ap-
pointments, promotions and other personnel actions will be processed in aecord-
ance with applicable laws, regulations, personnel procedures and delegation of an-
thority for personnel administration as contained in Department of Commerce
Administrative Order 202-1 (amended ) and Administrator's order 60 (amended).
Recommendations for personnel actions for faculty members will be made to the
local personnel officer by the Superintendent of the Academy following recom-
medation to him by the academic dean.

BECTION 6. ACADEMIC FREEDOM

6.01 Taculty members at the U.S. Merchant Marine Academy are civilian
officers and employees of the U.S. Government as well as faculty members of an
accredited collegiate institution. As such, faculty members are expected to
carryout their duties and responsibilities in a competent manner and maintain
a high order of conduct which will reflect favorably upon the U.S. Merchant
Marine Academy, the Maritime Administration, Department of Commerce, and
the U.S. Government. As civilian officers and employees of the Federal Govern-
ment, facully members are subject to all the same policies, prineiples, and code of
ethics applicable to all other officers and employees of the Maritime Administra-
tion unless specifically excepted from same,

6.02 Freedom in research.—Faculty members are encouraged to make full use
of available opportunities and facilities for research and self-development and
are expected to keep abreast of developments in their specialized fields of edu-
cation. Public speaking, writing for publication and research for pecuniary
return shall be subject to and in accordance with applicable policies and regula-
tions of the Department of Commerce contained in Department Order No. 77 and
Administrative Orders No. 201-4 and No. 201-5. Teachers are encouraged to dis-
seminate the results of their research consistent with established Department
regulations.

6.03  Freedom in teaching—All faculty members are entitled to freedom in the
classroom in discussing their subject but shall be eareful not to introduce into
their teaching controversial matter which has no relation to the subject. In
teaching their subjects all faculty members shall be completely loyal to the
United States and endeavor to uphold the prineiples of the U.S. Government.

SECTION 7. BENEFITS AND OTHER REQUIREMENTS APPLICABLE TO ADMINISTRATIVE
ENROLLEES

7.01 Administrative enrollees of the U.S. Maritime Service on active adminis-
trative duty are subject to the following, unless specifically excluded therefrom
because of limitations on the appointment or enrollment.

7.02 Civil Service Retirement Act.—Pursuant to opinion of the Attorney
General on April 24, 1952, that administrative enrollees are civilian officers
and employees in the executive branch of the Government within the meaning
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and for the purposes of the Civil Service Retirement Act, administrative en-
rollees are subject to the retirement provisions of that act unless their enroll-
ments are on a temporary—not to exceed 1 year—or indefinite basis. En-
rollees’ basic pay, including increases based on longevity, is subject to deduc-
tions for such retirement coverage. Information as to retirement is contained
in Department of Commerce Administrative Order 202-14.

7.03 Federal employees’ group life insurance.—Administrative enrollees of the
U.8. Maritime Service on active duty, unless holding a temporary appointment
of 1 year or less, or unless insurance coverage is waived, are subject to the
provisions of Federal Employees’ Group Life Insurance Act (letter from Execu-
tive Director, Civil Service Commission, dated September 1, 1954), which pro-
vides for term life insurance, including provisions for accidental death and dis-
memberment. The amount of insurance is based on the enrollee’s basic pay,
including increases based on longevity (Department of Commerce Administra-
tive Order No, 202-39).

7.04 Social security.—Administrative enrollees who are not subject to the
Civil Service Retirement Act are subject to the provisions of the Federal Em-
ployees' Contributions Act, for which applicable provisions are contained in
Department of Commerce Administrative Circular 112 and supplements.
“Wages" for the purpose of this act have been determined to include total
pay and allowances for quarters, subsistence, and uniforms,

7.05 Unemployment compensation.—Unemployment compensation for Federal
employees is provided by Public Law 767, 83d Congress, and regulations issued
by the Bureau of Employment Security of the Department of Labor, De-
terminations of benefits are made by the State agency administering State un-
employment compensation or employment security laws. The Acting Secretary
of Labor advised by letter dated December 31, 1954, that administrative enrollees
“appear to be civilian employees of the United States within the coverage of
Public Law 767 and are thus entitled to its protection.” Determination
of benefits is based on the total pay and allowances (quarters, subsistence,
and uniform) or value of allowances when furnished in kind, for administrative
enrollees on active duty, in accordance with a memorandum dated February
15, 1955, from the Burean of Employment Security, Department of Labor.
Regulations on unemployment compensation are contained in Department of
Commerce Administrative Order 202-35.

7.06 Compensation for injury—Administrative enrollees are subject to the
provisions of the Federal Employees’ Compensation Act, which provides com-
pensation benefits, including compensation for loss of earnings, death benefits,
and medical care for persons who suffer personal injury or death in the per-
formance of their official duties unless resulting from misconduct or the willful
intention on the part of the employee (Department of Commerce Administra-
tive Order 202-19 (amended) ).

7.07 Incentive awards.—Administrative enrollees are subject to the Govern-
ment-wide incentive awards program which recognizes and rewards employees
for their suggestions, inventions, superior accomplishments, or other personal
efforts which contribute to the efficiency, economy or other improvement of
Jovernment  operations, and for performaunce by employees of special acts or
services in the public interest in connection with or related to their official
employment (Department of Commerce Administrative Order 202-27 (amended)
and Maritime Administration Management Order No. 549 (amended)).

7.08 Security requirements—Executive Order 10450 provides at “all persons
privileged to be employed in the departments and agencies of the Government
shall be reliable, trustworthy, of good conduct and character, and of complefe
and unswerving loyalty to the United States,” and requires the conduct of in-
vestigations to determine whether employment in the Federal Service is con-
sistent with the interest of national security. Administrative enrollees are
subject to these requirements in the same manner as other civilian officers and
employees of the Government. Applicable regulations and procedures are con-
tained in Department of Commerce Administrative Order 207-4.

7.09 Conflicts of interest and private business activilies.—Administrative en-
rollees are subject to applicable statutes and policies governing conflicts of in-
terest and private business activities, as contained in Department order 77
(amended), and Maritime Administrator’s Order No. 177 (amended).

710 Performance ratings.—Administrative enrollees are subject to the Per-
formance Rating Act of 1950, which requires that employees be advised periodi-
cally of the frank and fair evaluation of their performance, and how they may
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improve their work (Department of Commerce Administrative Order 202-16
(amended), and Maritime Administration Management Order 562 (amended) ).

711 Reduction in force regulations.—Administrative enrollees are subject to
regulations issued by the Civil Service Commission governing reductions in
force in the same manner as are other Federal civilian officers and employees
outside the competitive civil service ( Department of Commerce Order 202-32
(amended) ).

7.12 Removal protection.—Administrative enrollees who have completed 1
year of current continuous Federal service and who hold other than temporary
appointments limited to 1 Year or less are subject to regulations issued by the
Oivil Service Commission with regard to advance notice and an opportunity
to reply to such notice of proposed removal or other adverse action. Such pro-
tection is provided by section 14 of the Veterans' Preference Act for veterans
and administratively for nonveterans. Procedures and appeal provisions are
confained in Department of Commerce Administrative Orders 202-20 and 202-2
(amended).

713 Tawable income.—For income tax purposes, only basic pay, including
longevity increases, of administrative enrollees is subject to tax. Pursuant to
rulings from the Treasury Department dated February 16, 1943, and September
21, 1951, subsistence, quarters, and uniform allowances are not subjeet to in-
come tax.

7.14 Travel and transportation allowances.—Administrative enrollees are en-
titled to receive travel and transportation allowances comparable to that for
military personnel under regulations issuned pursuant to section 303 of title III
of the Career Compensation Act of 1949, for properly authorized travel.

7.15 Medical benefits.—Administrative enrollees on active duty are entitled to
medical, dental, and domiciliary treatment ineluding all necessary examinations,
which are obtained through the Public Health Service, insofar as possible, in
accordance with the instructions for the U.8. Maritime Service.

7.16 Specific exceptions.—Administrative enrollees are excluded from the
Civil Service Act and regulations applicable to the competitive eivil service;
Classification Act of 1049, as amended, which preseribes grades and salaries
for certain Federal civilian positions: Federal Employees Pay Regulations rela-
tive to overtime, night and holiday pay; Annual and Sick Leave Act of 1951, as
amended ; Standardized Government Travel Regulations ; and Federal Employee
Uniform Allowance Aet,

BECTION 8. EXCEPTIONS AND CLARIFICATIONS

8.01 Questions relating to the interpretation of this order or other orders
referred to herein should be referred to the appropriate staff officer within
the Maritime Administration, consistent with the functions of such offices as
prescribed by Administrator’s orders.

8.02 Execeptions to the provisions of this or other orders regulating or re-
stricting activities of faculty members may be granted by proper authority
from time to time, within the limits of administrative discretion permitted,
whenever the facts indicate such is warranted.

BECTION §. EFFECT ON OTHER ORDERS

9.01 Any other orders or parts of orders, the provisions of which are in-
consistent or in conflict with the provisions of this order, are hereby amended
or superseded accordingly.

OrLARENCE G. MORSE,
Maritime Administrator.

Senator Barrrerr. Do you have any further st atement, Admiral,
that yon would care to make ?

Mr. Forp. No,sir.

Senator Barrrerr. Mr. Nottingham, T understand you have a state-
ment you wanted to present.

Mr. Normineuam, Yes, sir.

Senator Barrrerr. It is my understanding, Mr. Nottingham, you
merely desire to present the statement for the record.

Mr. Norrinanas. Yes,sir; that is correct.
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In the interests of brevity, Mr. Chairman, I think that would suf-
fice. I would like to say, we are in support and we certainly hope
that it will be enacted, ending a longstanding controversy over the
status of the faculty of the Academy.

Senator BarrLerr. Thank you.

Mr. Norrineuay. Thank you, sir.

(The statement of Mr. Nottingham follows:)

STATEMENT BY MIirtoN G. NOTTINGHAM, JR., ON BERALF oF THE U.8. MERCHANT
MARINE ACADEMY ALUMNI ASsociaATION oN 8. 576

Thank you, gentlemen, for the privilege of appearing before you to offer
testimony on behalf of the Kings Point alumni in support of 8. 576.

My name is Milton G. Nottingham, Jr. I am an alumnus of the U.S. Mer-
chant Marine Academy and the legislative representative of the Academy’s
Alumni Association, as well as vice president of Universal Shipping Co., Inc.,
a loecal firm of steamship agents and brokers.

Kings Point alumni are proud of the faculty and staff of the Merchant Marine
Academy. They are dedicated and able people who reflect credit upon the insti-
tution they serve. Because of the esteem in which we hold the Academy per-
sonnel, and in view of divergent opinions as to the status they should hold, it
was not easy for us to reach a decision as to the position we should take in this
matter. However, after lengthy deliberation, including numerous meetings with
various officials of the Maritime Administration, representatives of the faculty
and other interested parties, the alumni association’s board of governors de-
cided to support S. 576 and hence the conversion of the faculty and staff of
the Academy to civil service status.

The purpose of 8. 576 is to provide for the faculty and staff of the Merchant
Marine Academy a clearly defined personnel system. The current status of the
faculty and staff of the Academy is largely an outgrowth of wartime conditions
prevailing when the institution was organized in 1942. There are now three sep-
arate categories of personnel at the Academy. The first are the administra-
tive enrollees of the U.S. maritime service who are civilian employees but
equated by law in pay and certain other benefits to comparable ranks and ratings
in the U.S. Coast Guard; second are the classified civil service employees, in
an administrative capacity; and the third category, also civil service, are the
“blue collar” wage board employees.

8. 576 will, if enacted, end the mass of confusion that has arisen from the
present complicated and difficult to administer personnel sitnation at the
Academy.

The “Sons of Kings Point” arve anxious that the turmoil and controversy
sarrounding the faculty and staff of our Academy be resolved as soon as pos-
sible. We hope that by the enactment of 8. 576, the personnel of the Academy
will be grouped within eivil service on a basis commensurate with the im-
portance, skill, and responsibility required of their specific positions. More-
over, we trust that in the conversion process care will be exercised to avoid
any loss in pay or fringe benefits to the individuals involved. The alumni
association feels this is essential if we are to retain at Kings Point the excel-
lent instructors and staff who presently serve the Academy and to attract
gimilar high ealiber individuals as vaeancies oceur through normal attrition.

In the matter of fringe benefits we note that under eivil service the personnel
of the Academy will receive more generous retirement and insurance coverage
than at present. On the other hand, if 8. 576 is enacted in its present form,
they will lose the medical and dental care which they presently enjoy and have
received since the establishment of the Aecademy. Accordingly, we ask that the
last one-half sentence of section 216(f) (5) of this bill be deleted in order that
the administrative enrollee on duty at Kings Point may continue fo receive the
medical assistance which they have been granted during the past 18 years.

Finally, gentlemen, in advoeating the passage of 8. 576, we do so with the
understanding and assurance of the Maritime Administration that no change
in the character of the Academy, the training program or the regiment of cadets
will result.

Senator Barrrerr. Also for the record, there is a letter addressed
to Chairman Magnuson from Mr. Theodore Braida, northwest gov-
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ernor of the Alumni Association, who wants the bill enacted and urges
prompt action.
(The letter referred to follows:)

THE U.S, MERCHANT MARINE ACADEMY ALUMNI ASSOCIAT 10N, ING.,
Kings Point, N.Y., February 18, 1961.
Hon., WaARREN G. MAGNUSON,
Benate Office Building,
Washington, D.C.

Dear Sexator MaeNUson: The alumni of Kings Point who reside in the
Northwest are proud of the U.S. Merchant Marine Academy, and therefore most
appreciative of the support that you have given this institution.

I am writing now to urge that prompt and favorable action be taken on 8. 576,
the bill to provide for civil service status for the faculty and staff of the Acad-
emy. If enacted, this will resolve a long outstanding controversy which has re-
sulted in poor publicity for our alma mater. Last year, a similar bill passed
the House of Representatives, but time did not permit Senate action prior to the
end of the session.

Thank you for your consideration of this matter.

Very sincerely,
TiEODORE BRATDA, Northwest Governor.

Senator Barrierr. Also .fnr the record, we have a statement from
Mr. Hoyt S. Haddock, Director, Seafarers’ Section, MTD, AFI-
CIO.

(The statement. follows:

STATEMENT OF Hoyr S. Happock, DIRECTOR, SEAFARER'S SecrioN, MTD,
AFL-CIO, oN U.8. MERCHANT MARINE ACADEMY

The Seafarers’ Section, MTD, AFL-CIO, representing all union seamen urge
the enactment of 8. 576.

It is our understanding that the pending legislation, 8. 576, will affect the
employment status and personnel policies applicable to the staff, faculty and
custodial work force at the Academy and will bear no relationship to the 915
cadet students at the Academy and will not a ffect the current status of the cadet
students in any manner,

When the training program was enacted into law, we opposed the provision
of the legislation which established the military service principle for faculty
and enrollees. We did this for two basic reasons. First, the American mer-
chant marine has traditionally been a service both in war and peace operated
by private companies and manned with civilian personnel. Secondly, the pre-
amble of the 1936 Merchant Marine Act clearly sets forth the principle that the
merchant marine should be operated and manned as a civilian transportation
service for the commerce and defense of the United States.

Regardless of the military flavor acquired by the 11.8. Maritime Service dur-
ing World War II, the Academy at Kings Point has now been recognized by
the Congress as a permanent national Merchant Marine Academy. Neverthe-
less, it remains essentially a civilian institution with the mandate to turn out
civilian deck officers and ecivilian engineers for voluntary service in the Ameri-
can merchant fleet.

Since the Revolutionary War, the American merchant marine, despite its role
as the strong fourth arm of defense in time of war, has remained a thorough-
going civilian service. Today, the 201 members of the U.8. Maritime Service
who, along with 66 completely civil service employees, comprise the 267 members
of the staff, faculty and custodial staff at Kings Point, are likewise civilian
employees of a voluntary civilian service in the Government of the United States,
and their pay should be assimilated to the Civil Service as provided in S. 576,
rather than to a military pay system.

Essentially this bill would place Kings Point on the same basis as other
schools. This bill, simply stated, would make available and preserve to the
employees at Kings Point the same benefits as are granted to other civilian em-
ployees of the United States and, more specifically, wonld place the faculty of
Kings Point on a basis similar to that of the faculty of the Naval Academy.
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Without attempting to analyze all of the provisions of the legislation which
we favor, we believe that the Academy should be operated as a civilian institu-
tion with employees engaged under the eivil service rules and regulations. All
ranks and ratings which are established at the Academy should be in striet ac-
cordance with customs and practices in the merchant marine.

Academic freedom should be assured the faculty at all stages of employment.
In making the personnel change from the present hodgepodge to civilian status,
the transition should be made in such manner as to assure that there will be no
disruption in the orderly performance of the employees’ functions or in their
providing appropriate training services to the enrollees of the Academy. The
policy of the Academy for the employment of personnel should be such as to
increase the effectiveness of its services as an educational institution.

We believe that the enactment of legislation clearly defining the status of
faculty and administrative employees under a civil service system will help to
attract individuals of the highest abilities to the educational and administrative
funetions, increase the morale of the faculty and staff, and will encourage the
faculty and staff to devote their energies to serving the Academy until they
retire. 'This, without being plagued by either political or economic pressures.

Finally, we would urge the necessity for immediate passage of the legislation.
For about 5 or 6 years now, the faculty and staff of the Academy have been en-
gaged in controversy over their status. Many of them feel strongly that they
should continue their employment under existing military status, Others are
equally strong that this should be discontinued. The controversy, in our
opinion, cannot help but affect the morale of both faculty and administrative
personnel. This in turn must of necessity affect the education which the enrol-
lees of the Academy acquire. Therefore, early passage of 8. 5706, with such
amendments as are necessary as indicated hereinabove, are essential to the
proper functioning of our Merchant Marine Academy.

Senator Barrrerr. 1 dislike making this announcement, but I am
compelled to. The depressed areas bill is under consideration on the
floor of the Senate and it is going to be necessary to recess these hear-
ings.

Admiral McLintock is here from the Academy, but my understand-

ing is, Admiral you have no testimony to offer unless questions are to
be asked of you ?

Admiral McLintock. I would like to submit a statement for the
record, Senator Bartlett, if T may.

(Statement of Admiral MeLintock follows:)

STATEMENT BY REAR ApM. GorpoNn McLintTock, USMS, SUPERINTENDENT OF THE
1.8, MERCHANT MARINE ACADEMY, oN 8. 576, To AMEND SEcTION 216 OF THE
MERCHANT MARINE AcT, 1936, A8 AMENDED

Senator Bartlett, gentlemen, T am the Superintendent of the Academy and
responsible to the Maritime Administrator for the fulfillment of its mission,
which is to educate and train young Americans of the highest mental and
physical caliber to become officers in our merchant marine.

I appreciate the opportunity to present my views to this committee on the
proposed legislation contained in 8. 576.

I am in favor of Senator Magnuson's bill, 8. 576.

My judgment in this matter of the permanent status of the officers and men
of the U.S. Maritime Service is based upon a lifetime of service at sea and
ashore in the American merchant marine, a span of over 40 years from cadet to
captain. I hold a current unlimited license as master, any ocean, any tonnage, or
ship, and pilot licenses for most of the major ports. I eame ashore as surveyor
of ships under the Steamship Inspection Service at the port of New York, and
later served in the Department in Washington as Chief of the License Ixamina-
tions Division and then Chief of Casualty Investigations. I have been Super-
intendent of the Academy since 1948, and presided over its transfer to a full
4-year course, and its national accreditation by the Middle States Association
of Colleges, and its State accreditation by the Board of Regents of the State
Education Department of the State of New York. I also presided over the at-
tainment of its permanency status by the Congress.
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As the ranking officer in the U.8. Maritime Service, no one is more deeply
concerned with its competence and prestige or more (gualified to speak on this
méatter touching its future.

I definitely favor its quasi-civilian status as befitting a service for a civilian
industry,

I support, for reasons stated below, the legislation, 8. 576, a bill to amend
section 216 of the Merchant Marine Act, 1936, as amended, to clarify the status
of the faculty and administrative staff at the U.S. Merchant Marine Academy,
to establish personnel policies for such personnel, and for other purposes.

1. When Admiral Wiley decided to establish a national cadet corps, the U.S.
Merchant Marine Cadet Corps, I was offered the position of its supervisor, the
first post to be set up in the corps, and after some consideration declined same
on the advice of Admiral (then Captain) Shepheard, Assistant Director, and
Captain Field, Director of the Bureau of Marine Inspection and Navigation,
and because in my own judgment also the future of such a training corps was
at that time very uncertain. However, I have never entertained any doubt as
to the desirability, in fact the necessity of such a national officer training corps
for the merchant marine, and have been close to it since its inception, subse-
quently being assigned by the Navy as chief inspection officer of the overall train-
ing organization for merchant officers and seamen in 1942,

Originally the personnel of the cadet corps (officers and seamen), were civilians
with competitive civil service status, and wore the uniform of the cadet corps
with sleeve markings of ranks and ratings assimilated to their respective re-
sponsibilities and civil service classification. Upon the outbreak of World War
11, since they were for the most part former merchant service officers or sea-
men, with Naval Reserve status, their commissions were activated with con-
tinued assignment to the cadet corps organization (Academy when it was con-
structed in 1942). In 1946, when they were released to inactive duty, they were
enrolled in the Maritime Service with the ambiguouns designation of “adminis-
trative enrollees.” This status of “administrative enrollee” cannot be perma-
nently maintained since under it the personnel of the Academy are neither fish
nor fowl, nor good red herring.

2. Clarification of the personnel status of administrative enrollees involves
either the clear establishment of a distinetly military personnel arrangement,
with*all the rights and responsibilities of such an arrangement, or a clear-cut
civilian arrangement. In the light of the clear pronouncement in the Merchant
Marine Aect of 1936 that the Maritime Service is to be a volunteer civilian
service, the Administration has determined that the eclarifieation of personnel
status shall be toward conditions of eivilian employment, and with this the
former academic dean and I agree. I consider that it would be impossible, as
well as inappropriate, to gain all the prerogatives of the military when the
Maritime Service does not, and could not, demand the same responsibilities.

3. Since the academy must compete with other civilian eolleges for its faculty
and with other civilian organizations for its staff, a pay plan and the asso-
ciated conditions of employment should be comparable and competitive with
these other colleges and organizations.

4. A conversion to civilian conditions of employment and a civilian pay scale
would bave the effect of increasing the retirement and insurance benefits of
faculty and staff up to approximately 25 percent. This would result from the
inclusion of quarters and subsistence allowances (under the military pay plan)
within the overall salary (under the civilian plan) and the fact that retirement
is computed on the average annual gross salary for the 5 years of maximum
civilian compensation as opposed to the present computation on base pay and
longevity only.

5. The conditions of academic employment which have been a concern of the
faculty for some years, and their desire for a more academic atmosphere ecan
be readily achieved with the recognition of the civilian status of the faculty.

6. In the decade ahead, with an unprecedented college enrollment expected for
American colleges, the demand for qualified faculty is certain to outstrip the
supply, with the consequent increase in faculty salaries at a rate more rapid
than is probable for the military. I believe that our faculty will benefit in
material forms from the discretionary power of the Secretary of Commerce to
raise the faculty pay scale (as is authorized in the conversion bill and as per-
tains for some 215 civilian faculty members at the Naval Academy under
authority of the Secretary of the Navy) without the necessity of an act of
Congress,
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7. Immediately upon the effective date of the conversion, approximately 50
positions on the staff representing the skilled trades would come under wage
act regulations with an increase in salaries of from $25,000 to $30,000 per year.
Subsequent replacements of personnel in this category would be greatly facili-
tated by being able to offer salaries which are competitive in the community.

8. It is particularly important that the nebulous status of the staff, military
in some respects and civilian in others, should be clarified in a manner so that
all members of the staff would know precisely their rights and responsibilities
and could conduct themselves accordingly.

0. The Academic Advisory Board of the Academy, in its annual report to
the Maritime Administrator, dated May 5, 1958, as well as in reports made
subsequently on this subject, spoke favorably of the legislation introduced by
Senator Magnuson and Representative Bonner, and believed that it would clarify
and strengthen the position of the faculty of the academy and provide an appro-
priate compensation system for the faculty and other employees. The board also
believed that the legislation would promote the best interests of the academy
and its faculty and followed closely lines which previous advisory boards have
been advocating, and should pass.

1 regret, however, that the bill specifically eliminates the medical and dental
eare which administrative enrollees on active duty now enjoy nnder section
822(6) of the Public Health Service Act of 1944. Rince the personnel of the
Maritime Service have enjoyed these benefits for over 17 years, I believe they
should be continued as a morale factor and the prohibition taken out of the bill.

In this regard, I am convinced that the morale factor is more important than
any material benefits to the staff and faculty or any material cost factors to
the Government through the Public Health Service.

To illustrate my point, there are 124 officers and 77 enlisted personnel who
are affected by this bill as members of the U.8. Maritime Service. Of the 124
officers, all but 16 voluntarily enrolled under the Federal employees’ health bene-
fits program and are covered by health insurance for serious iliness requiring
hospitalization or surgery in the same manner as other civilian employees of
the Federal Government. Of the 77 employees with enlisted ratings, all but 20
voluntarily enrolled under the health benefits program and are thereby covered
by some insurance plan.

Frankly, the medical and dental care which they now enjoy is relatiyely
minor, but serves a useful purpose in providing a degree of on-the-spot medical
assistance on the campus to the convenience of the employee and the efficiency
of the Academy. It also serves to give responsible staff officials of the Academy
firsthand knowledge of the competence of the medical and denfal care available
to some 750 eadets, which we must continue to provide in any instance.

I therefore recommend that the Congress consider the advisability of deleting
the last one-half sentence of section 216(f) (5) of 8, 576 (see lines one through
five on p. 6 of the bill) which I understand was not sponsored by the Department
but added by the Bureau of the Budget when the bill was first drafted several
years ago.

In conclusion I should like to emphasize that S. 576 does not in any manner
affect the cadet students except to the extent that improvement of administra-
tive procedures respecting the staff and faculty should serve to improve and
strengthen the training provided to the cadets,

S. 576 pertains only to the clarification of the confused personnel status now
relating to the 201 officers and men on active duty in the U.S. Maritime Service
under the esoteric designation of “administrative enrollees.” It may interest
this committee to know that these 201 employees have an average age of 49.
The average age of the officers is 47 and that of the enlisted men 53. Some
64 (25 officers and 39 enlisted) are 55 years old, or ahove. Thirty-two of these
(13 officers and 19 enlisted) are age 60, or above. Twelve (8 enlisted and 4
officers) are 65 years old, or ahove, The average length of service of these 201
members of the U.S. Maritime Service, almost all of which has been at the
Academy, is 16 years.

Such a stabilized work force of maturity and know-how, developed over the
years, in my judgment will be better served by the provisions of 8, 576.

The increase in their gross pay and conversion to a civilian type pay structure
will obviously eause an increase in their income taxes. It is my firm belief,
however, that this is offset by the comparable increase in retirement and in-
gurance benefits: and, in the long run will balance out to the most equitable
advantage.
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For the reasons given, the Superintendent of the Academy and Dr. Trump,
who was Academic Dean of the Academy for 414 years until August 1959, and
directly in charge of the faculty and responsible for their morale, and the
Executive Officer, have, in common with the Academic Advisory Board of the
Academy, fully supported the Secretary of Commerce and the Maritime Ad-
ministrator in the need and desirability of the proposed legislation. From a
practical and realistic point of view, I think the 1.8, Government, the Academy
and its staff and faculty, will be best served over the years by enactment of
5. DT6.

For the reasons I have given, I fully support the Secretary of Commerce and
the Maritime Administrator in the need and desirability of the proposed
legislation.

Having been captain of an ocean going vessel at 24 years of age, the youngest
U.8. steamship inspector ever appointed, the youngest Superintendent to date,
and having now over 30 years in Government shipping and 12 years at sea, a
total of 42 years, I believe, on the basis of my experience, and in my best
judgment, that S, 576 gives us the best resolution of our present uncertain
status and, with special rules set up within the excepted civil service to match
our particular personnel problems and professional requirements, we can operate
efficiently under its provisions, I therefore endorse its passage.

Senator Bartierr. We appreciate your being here, Admiral.

The committee will stand in recess until tomorrow morning at 10
o’clock, when two bills involving the U.S. Coast Guard will be taken
up.

(Whereupon, at 2:25 p.m., the committee was recessed, to reconvene
at 10:00 a.m., Friday, March 10, 1961.)
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FRIDAY, MARCH 10, 1961

U.S. SExaTE,
Codryrrree oN InTERSTATE AND Foreren Con MERCE,
SuBcoMMITTEE ON MERCHANT MARINE AND Fisuerms,
Washington, D.C.
The committee met, pursuant to adjournment, at 10 a.m. In room
5110, New Senate Office Building, the Honorable E. I, Bartlett
presiding.

S. 682—A B To Provipe ror Exceprions 1o mie Rores or
NavigaTroN v Crrrary Cases

Senator Barruerr. The committee will be in order.

This morning the Merchant Marine Subcommittee has before it two
bills of particular interest to the Coast Guard: S. 966, to anthorize
the construction and equipping of three Coast Guard cutters designed
for icebreaking in the Aretic and Antarctic regions; and S. 682, to
provide for exceptions to the rules of navigation in certain cases.

The latter bill also is of moment to the highway authorities, and
to operators of craft navigating under bridges or in navigable waters
whose representatives are here to offer testimony on it.

(The bills follow :)

[S. 682, 87th Cong., Ist sess.]
A BILL To provide for exceptions to the rules of navigation In certaln cases

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress asgsembled, That (a) the Secretary of Department in
which the Coast Guard is operating may permit vessels desiring to navigate or
operate under bridges constructed over navigable waters of the United States
to temporarily lower any lights, day signals, or other navigational means and
appliances preseribed or required pursuant to law, rule, or regulation, and, if
necessary, may aunthorize vessels so navigating or operating to depart from the
rules to prevent collisions as preseribed by law, rule, or regulation. The Secre-
tary of the Department in which the Coast Guard is operating may also pre-
scribe such special regulations to be observed by vessels so navigating or
operating as in his judgment the public sufety may require for the prévention
of collisions.

(b) Notice of the regulations to accomplish the purposes of this Act shall
be published in the Federal Register and in the Notice to Mariners, and after the
effective date specified in such notices, sueh regulations shall have the force
of law.

(e¢) Any person who navigates or operates a vessel in violation of the regnln-
tions established pursuant to this section shall be liable to a penulty not execeed-
ing $500. In addition, any vessel navigated or operated in violation of the
regulations established pursuant to this seetion shall be liable to a penalty of
$500, for which sum such vessel may be seized and proceeded against, by way of
libel, in the district court of the United States for any district within which
such vessel may be found.

135
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[S. 966, 8Tth Cong., 1st sess.]

A BILL To authorize the construction and equipping of three Coast Guard cutters desigued
for leebreaking in the Arctle and Antarctle regions, and for other purposes

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That in the interest of national defense and
to provide necessary facilities for the U.S. Coast Guard for the per-
formance of its duties, including oceanographic research, the Secretary of the
Treasury is hereby authorized and directed to construct and equip three cutters
especially designed for icebreaking in the Arctic and Antarctic regions.

SEec. 2. In order to assure that the cutters authorized to be constructed by the
first section of this Act shall be of the most advanced practicable design for the
functions they will perform, the Secretary of the Treasury shall conduct a
feasibility and development study of the utilization of nuclear power in this
type of cutter.

Sec. 3. (a) There is hereby authorized to be appropriated such sums as may
be necessary to carry out the purposes of the first section of this Act.

(b) There is anthorized to be appropriated not to exceed $500,000 to carry out
the purposes of section 2 of this Act.

Senator Barrierr. Admiral Richmond will testify on both bills.

If satisfactory to you, Admiral, why not discuss S. 682 first, so that
these other witnesses will be free to leave afterward if they so desire.

Admiral Ricamonp. That will be quite satisfactory.

Mr. Ridge, special programs coordinator, Bureau of Public Roads,
is here to speak for the Department of Commerce.

We will be pleased to hear you, Mr. Ridge.

STATEMENT OF S. E. RIDGE, SPECIAL PROGRAMS COORDINATOR,
BUREAU OF PUBLIC ROADS, ON BEHALF OF THE DEPARTMENT OF
COMMERCE, BUREAU OF PUBLIC ROADS

Mr. Rmer. Thank you, sir.

My name is Sylvester I, Ridge. I am special programs coordinator
of the Bureau of Public Roads. I am testifying today on behalf of
the Department of Commerce concerning S. 682.

Mr. Chairman, I am pleased to appear before you to present the
views of the Department of Commerce concerning S. 682, which is
identical to a draft bill submitted as a part of this Department’s legis-
lative program for the 1st session of the 87th Congress.

Under this proposed legislation, the Coast Guard could permit ves-
sels to lower lights, day signals, or other navigational means or ap-
pliances that are now required by law, rule, or regulation, to enable
the vessels to navigate or operate under bridges constructed over navi-
gable streams.

The present-day relationship between water and land transportation
is such that every effort should be extended that each of these two
modes of transportation may involve a minimum of interference with
the other. Such efforts should be consistent with the greatest economy
for each as well as due consideration for the public interest and safety.

The Bureau of Public Roads of this Department has been strivin
during recent years to obtain reasonable reductions in the navigationa
clearances required for highway bridges constructed with Federal-aid
highway funds, with the objective of reducing the cost of the naviga-
tional increment of highway bridges whenever and wherever it is feasi-
ble without unduly affecting the reasonable requirements of waterway
transportation.




MARITIME LEGISLATION—1961 137

One of the problems involved is the inconsistency in requirements
for navigational lights on vessels operating on inland waters. On
these waters, seagoing vessels must, in some cases, and may, in other
cases, carry the lights required under the international rules. The
international rules necessitate the carrying of range lights at an eleva-
tion substantially higher than that required under the rules applicable
to vessels operating only on inland waters. We have a situation, there-
fore, wherein a seagoing vessel operating on the inland waters usually
carries its lights at a much greater height than a vessel of similar size
that operates only on inland waters.

At present, there is no provision in the law which would permit
flexibility on the part of the Coast Guard in dealing with problems
posed by vessels operating under the international rules and other
vessels with high range lights when operating under bridges con-
structed over inland waters. Enactment of S. 682 would provide
this needed flexibility in allowing the Coast Guard to permit those
vessels having the higher lights to lower such lights when they de-
sire to navigate under these bridges.

The lowering of these lights would be of great benefit to highway
transportation. In some cases, the lowering *of the lights would
make it unnecessary to open the medium height drawbridge now exist-
ing on the busy high traffic highways in and around our coastal cities.
This reduction in the number of openings of existing drawbridges
would result in an appreciable reduction in the land transportation
costs by reducing the delays to land transportation at these bridees.

In other cases, the lowering of the lights would make it possible
for waterway traffic to pass under drawbridges on which special
operating regulations have been established without waiting for the
period in which the bridge must be opened under the special regula-
tions. This would result in a reduction in waterway transportation
costs.

In still other cases, the existence of this authority to lower lights,
day signals, and other navigational means and appliances would make
possible the construction of fixed bridges with lower vertical clear-
ances or the construction of fixed rather than movable bridges. This
would, of course, reduce both highway construction costs and vehi-
cle operating costs without in any way affecting the navigability of
the waterway.

The savings which would be brought about by the enactment of this
bill would accrue directly to the waterway user, the highway user,
and the local, State, and Federal highway programs. Indirectly,
these savings would benefit the general public in the form of reduced
transportation costs and tax savings.

Its enactment also would be beneficial in serving to mitigate the
differences that now exist between the land and waterway transporta-
tion interests in regard to the vertical clearances to be provided in
bridges constructed over our inland waterways. Legislation of this
kind would provide official recognition for effective treatment of a
rapidly growing problem in surface transportation relationships.

Il"he Department of Commerce recommends S. 682 for the favorable
consideration of this committee and of the Congress.

Thank you.
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Senator Barrrerr. Mr. Ridge, you say that the bill before us was
drafted by the Department?

Mr. Roge. That is right.

Senator BarrLerr. Do you know the attitude of the Burean of the
Budget ?

Mr. Ringe. The Bureau of the Budget has approved the submission
of this bill.

Senator Bagrerr. Thank you.

Mr. Bourbon?

Mr. Bourson. This bill was a part of an overall bill you had sev-
eral years ago!

Mr. Rmae. Yes, sir, it was.

Mr. Boursox. And you have been seeking for sometime to find
some way to cut the costs of building bridges over these navigable
streams !

Mr. Rmee. We have, sir, if I may say so, at the same time atfempt-
ing, in reducing these, to not reduce them so that they will affect the
volume and the future expansion of waterway traffic on the inland wa-
ters in most cases, and certainly on the coastal waters,

Mr. Boursox. Every foot that you can keep a bridge down from
the heights that it would ordinarily have to be built to take care of
all vessels saves a lot of money, doesn’t it? The lower you can build
these bridges, the less money they will cost ¢

Mr. Rmce. It does in all cases where the configuration of the land
is such that the approaches are not higher than the navigational re-
quirement. It saves both in highway construction costs and in vehicle
operation costs. In other words, the higher the bridge, the more fuel
is consumed by the vehicles, such as that.

Mr. Boursox. What might be the average difference between the
height required by the international rules and the inland rules?

Mr. Rmce. As I recall, T would have to look it up and I believe the
admiral can give a quicker answer on that. It is 15 and 20—35 above
the deck of the vessel—the hull of the vessel.

Mr. Boursox. Which is that?

Mr. Ripge. This is the international rules.

Mr. Bourson. And the inland rules would be what ?

Mr. Rmee. The inland rules applicable on the waters of the east
coast and the west coast require, I believe—I will look it up—the
after light must be not less than 15 feet above the forward light.
There is no height requirement for the forward light.

Mr. Bourson, That is, on inland waters?

Mr. Rmce. Yes.

Mr. Boursox. Why can’t we let that go for a moment until we get
our Coast Guard friends.

Mr. Rmee. All right. On the Mississippi there is no requirement
for height, except for visibility, not for actual height.

Mr. Bovreox. I have no further questions.

Senator BarrLerr. Mr. Ridge, obviously you couldn’t place a dollar
value which might accrue over any given period of time if this bill
were enacted into law, but would you say the savings would be
considerable?

Mr. Rmce. The savings will be considerable; on a very high magni-
tude. I cannot, of course, say exactly what they will be. One of the
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reasons I cannot say is because the bill itself says that the Coast Guard
may permit, so that there are two permissive operations; the permis-
sive authority to the Coast Guard and the permission for the vessels
to lower the lights. The bill does not say the Coast Guard will do it
or that the Coast Guard will order it. The bill says that they may
permit.

Senator Barrrerr. Let’s see if we can pinpoint just a bit more for
the sake of the record.

Referring to your testimony on page 3 of your statement, you said
that in some cases it would make possible—%jt” being the change in
the law—it would make possible the construction of fixed bridges with
lower vertical clearances, or the construction of fixed rather than
moyable bridges.

What might be the saving in reference to the bridging of a given
stream if a fixed rather than a movable bridge were constructed ?

Mr. Ripge. The savings will consist of two things: it is cheaper of
course to build a fixed bridge, This depends on the number of traf-
fic lanes, the width of the bridge, that 1s; it depends on many other
things. There is a figure that 1 ean give you and it is not applicable
to any bridge and it would not be applicable to any particular bridge,
but on some of our studies on building fixed bridges, it has averaged
out to about $30,000 a foot.

I don’t think I would want to give you a figure for fixed bridges
over movable bridges, because there would be a difference there is
fo what height the fixed was. In other words if we went up a lot
higher with the fixed, it might be as costly as the movable.

The second saving, and the one that is more important, I think, is
in the transportation costs. That is, the vehicles operating in these
areas do not have to stop and wait for the bridge to be closed again
after it is opened. It is not only a cost in money, it is a cost in frayed
nerves and such as that; and there is a safety angle in it, too. There
are accidents in those situations.

Senator Barrrerr. Mr. Ridge, if it were possible to do so—I realize
that it may not be at all—perhaps you would furnish an approxima-

tion for the record after having had time to look into this, of what
the saving might be in respect to a fixed bridge over a movable
bridge in respect to construction alone. I am mindful of your ad-
monition that there are many variables there. But if you assume
approximately the same height, the same number of lanes, if we could
just have an approximation, it would help. If it is impossible to work
that out, that will be well, too.

Mr. Rioce. We can give you, very easily, examples. Whether they
are applicable to future bridges or not is another thing. But we can
give you examples of certain features that have been worked out.
We have several on the intercoastal and such areas as that on which
very detailed economic analyses have been made.

Senator Barrrerr. That will be fine. If you will supply that for
the record we will appreciate it.

Mr. Rmce. Very good, sir.
Senator Barrrerr. Thank you.

G8542—61——10
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(The following information was subsequently supplied for the
record :)

CoMPARATIVE CosT oF CONSTRUCTING FIXED AND MovABLE BRIDGES AT VARIOUS
HewcHTS

The attached table (exhibit A) shows estimates of the cost of constructing
movable and fixed bridges at selected locations in this country. It will be noted
that the cost of constructing a movable bridge is, in all cases, substantially
greater than the cost of constructing a fixed bridge with the same vertical
clearance, The actual cost differential varies and is dependent on many factors.
Some of the more important are: The expected highway traffic volume on the
bridge, the design problems encountered in connecting the bridge with the exist-
ing and proposed highways, the availability of low-cost right-of-way for the
approaches and interchanges, the supporting power of the soils underlying the
approaches, the horizontal clearance required and the depth of the waterway.

The construction cost differentials shown on exhibit A is only a small part
of the total cost differentials. To obtain the full cost differentials, the higher
cost of maintaining the movable structures and the cost of operating the struc-
tures must be included. A 24-hour watch is required on most movable strue-
tures and this requires the full time employment of four or five men. It would
cost approximately $132,000 per year to maintain and operate the four low-
level Potomac River bridges at Washington, D.C,, if they were constructed and
operated as movable bridges. This expenditure would be necessary even though
a 6-hour notice is to be required for the opening of the bridges.

In addition, movable structures impede highway traffic and this increases
highway transportation costs. On one bridge, the increase in highway transpor-
tation cost due to bridge openings has been estimated at $36,000 per year with
the bridge closed for 4 hours during the morning and evening peak traffic pe-
riods and with only a little over one bridge opening per day being necessary.

And finally, the opening of movable bridges on our high traffic urban high-
ways and the traffic pileups that result therefrom are detrimental to the safety
of the traveling public. This cost, although not susceptible to exact measure-
ment in dollars, is nonetheless real and must be considered.
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Senator Barrrerr. Mr. Wuerker ?
We are glad to have you, Mr. Wuerker.

STATEMENT OF ALEXANDER W. WUERKER, ASSISTANT TO THE
PRESIDENT, THE AMERICAN WATERWAYS OPERATORS, INC.

Mr. Wuerker. Thank you, sir. We appreciate being here,

My name is Alexander W. Wuerker. I am assistant to the presi-
dent of the American Waterways Operators, Inc., with principal offi-
ces in suite 502, 1025 Connecticut Avenue, Washington, D.C., and re-
gional offices in New Orleans, La., and New York, N.Y.

The American Waterways Operations, Ine., is a nationwide non-

rofit trade association representing the shallow-draft water carrier
industry. The association is the spokesman for a large segment of the
Nation’s domestic water carriers operating on the rivers, intracoastal
canals, the bays, sounds, and harbors. 'The channels over which they
operate reach over 29,000 miles of the country.

The carriers which we represent operate vessels which will be di-
rectly affected by the legislation under consideration by this subcom-
mittee. These vessels operate normally under the international, in-
land, and western rivers rules of the road.

The purpose of S. 682 is to provide exceptions to present rules of
the road by permitting vessels desiring to navigate under bridges to
temporarily lower any lights, day signals, or other navigational means
and appliances.  Also, under special regulations to be prescribed by
the Coast Guard, vessels so navigating may be authorized or required
further to depart from the present rules of the road. Penalties are
provided for the violations of such special regulations.

We would like to point out to the subcommittee that this legislation
is not necessary, would be a handicap to vessel operations, would not
enhance safety, and has not been coordinated with maritime interests,

A look into the background of this legislation will show that if
stems from a belief that higher vertical clearances are established for
bridges because seagoing vessels are required to be ('quip!l('d with
navigation lights prescribed by the international rules. The pre-
sumption is that i% these seagoing vessels were permitted to tempo-
rarily lower their lights there could be a resultant reduction in bridge
heights.

It is true that, for obvious reasons, the international rules necessi-
tate the carrying of navigation lights at an elevation higher than re-
quired under the rules applicable on inland waters. Under the in-
ternational rules the forward white light is required to be placed from
20 to 40 feet above the hull. Under the inland rules the forward
white light must be placed so as to show an unbroken light over its
arc of required visibility, while the after white light also should be
15 feet above the forward one. The international lights meet the re-
quirements of the inland rules, but inland lights do not in all instances
meet the requirements of the international rules. The international
lights are permitted to be used on inland waters, are required to be
used on the western rivers, and are not authorized on the Great Lakes.
The proposed legislation will not change the international rules.

It should be noted that the International Regulations for Prevent-
ing Collisions at Sea were revised at the Safety of Life at Sea Confer-
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ence in London last June. No change was made to the specifications
for the height of lights. The revised convention has not yet been
ratified by the United States. It would appear that all efforts first
should be exhausted to seek exceptions to the international rules for
coastal vessels, if needed, rather than to burden all nonseagoing ves-
sels with indefinite and unnecessary requirements.

The phrase used in the bill “to temporarily lower any lights, day
signals, or other navigational means and appliances” could apply to
radar, radio antennas, and searchlights, as well as to time-proven
methods of displaying lights to identify vessels ahead, abeam, and
astern. The phrase “temporarily lower” is itself indefinite as to time
and method. Whatever the procedure, it would have a serious effect
on the efficient operation of vessels. In faet, it could set the stage for
disaster, as there is a critical need for these very navigation devices
when passing bridges. It is difficult to perceive how special regula-
tions, whatever they may be—and they have not been described—
could act as a substitute for required navigational devices. There is
nothing in these proposals which will either enhance public or mari-
time safety, and I doubt that case histories can be presented which
would justify the need for this legislation on the grounds of improved
safety of navigation,

We would like to invite the attention of the subcommittee to the
fact that these proposals have not been discussed with the maritime
industry for advice or to determine their views on this matter. As a
matter of fact, the Commandant of the Coast Guard last December
wisely established under the Merchant Marine Council an advisory
Rules of the Road Coordinating Panel for the very purpose of devel-
oping coordinated viewpoints and advice on proposals to amend the
Rules of the Road. The panel has representation from the inland
waterway, Great Lakes and deep sea vessel industries, recreational
boating interests, labor, and the Maritime Law Association. This
matter has not yet been considered by this panel. It is apparent to us
that the legislation which you have before you is an uncoordinated
proposition.

Also, the “permissive” lowering of lights and other appurtenances,
as suggested by the proposed legislation, would not, in itself, serve
to lower bridge hei;_r!lrs. As you know, statutory responsibility for
establishing vertical bridge clearances over navigable waters of the
United States is the responsibility of the Chief of Engineers of the
Corps of Engineers of the U.S. Army. Any conclusion that the pro-
posal would lower bridge heights prejudges the decision of the Chief
of Engineers,

We respectfully urge that the subcommittee reject this legislation
as unnecessary and not in the public interest.

Senator Barrrerr. Thank you.

Mr. Bourbon?

Mr. Bourson. Mr. Wuerker, on page 1 of your statement you men-
tion the international, inland and western river rules of the road.
Would you have available a short statement that could be submitted,
or could you make a very short statement for the record that would
give the precise difference between these three sets of rules affecting
vessels traveling the inland waters?
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Mr. Wuekker. Do you mean insofar as the present requirements
for the height of lights is concerned ?

Mr. Bourson. Yes.

Mr. Wuerker. Actually the main difference is that in the inland
rules the forward light is required to be placed on the foremast, if
there is one. If not on the foremast, then on the forward part of the
vessel. There is no height requirement to that. Of course, in prac-
tice you have to place it on the foremast if you have one. That estab-
lishes the height of the light. Then the after light must be 15 feet
above that one.

Of course, the related issue to this is that on these masts or attached
to these masts most of the vessels that operate have radio antennas,
and they also have radar antennas. So that this contemplates not
only lowering lights but also those appurtenances.

Mr. Boureox. Just where do the inland rules govern and the west-
ern rivers rules?

Mr. Wuerker. The western rivers rules govern in the Mississippi
Basin above Baton Rouge, and they apply throughout the Mississippi
River system.

The inland rules apply in areas which are designated by the Com-

mandant of the Coast Guard, all along our coasts and in some in-
stances they extend out to sea at a point which parallels the outermost
navigational aid. Beyond that, the international rules apply.

Mr. Bourso. It is a bit (uznpllmlml for a nonmariner to gather.

Mr. Wuerker. It is; yes, sir.

Mr. Bourson. Would you say that the average light of the forward
white light on the inland rules might be 20 feet? Do you have some
idea ?

Mr. Wuerser. It could be in some instances, yes, sir. It depends
on the height of the superstructure of the vessel, that is, the pilot-
house. The inland rules say it shall be a minimum of 20 feet above
the hull. The hull is considered to be the uppermost weather deck.
In the inland rules the height can be placed as close to the top of the
bridge as you can get it and still have the required are of visibility.

Mr. Boureox. That gives us some idea of the present requirements
as they might affect br 11[;:(‘«‘

On ‘the question of l(uhu antennas, they normally would be higher
than the lights, would they

Mr. Wuerker. Yes, sir; th('\ are frequently attached to the top of
the mast, unless you have a VHF set. But all VHF sets have anten-
nas whet‘(‘. the wires are attached to the top of the mast.

Mr. BoureoN. And the height of the mast ordinarily in relation to
the lights, what would that be ?

Mr. Wuerker. They extend in some cases some distance above the
lights, merely to get height for the antennas.

Mr. Bourron. So that on such vessels lowering the licht would not
affect the bridge clearance?

Mr. WoergEer. No, sir, it would not.

Senator Barrtrerr. Mr. Wuerker, if this bill were passed, would
there be any real disadvantage to your group or other maritime
groups?

Mr. Woerker. Yes, sir, there really would. As I pointed out, from
the point of view of the opm ational efficiency of the vessel, it has not
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been deseribed just how this raising and lowering would be accom-
plished. There have been suggestions of a hydraulic mast, or a
hinged mast. When or how this operation is to take place is not clear,
or as to how often. Many of the vessels of the operators which we
represent are continually going under bridges, which means they
would be raising and lowering their masts all the time.

Senator Bartrerr. Then is it true that the operators might chiefly
oppose this because they are not sure as to what costs they would be
subjected to in making changes in their ships?

Mr. Wuerker. Yes, sir, that is one of the important factors.

Senator Bartuerr. What others are there?

Mr. Wuerkzer. The other is the indefiniteness of these special regu-
lations which have not been described, as to how they may substitute
for these navigation devices which we need while we are trying to
navigate aronnd bridges.

Senator Barrrerr. You believe safety would be impaired ¢

Mr. Wuerker. Yes, sir; we do. We also feel that this, from its
background, attempted to accommodate certain coastal vessels which
are now required to meet. the international requirements, and they do
have higher lights than some of the vessels that operate on the inland
waters, such as those that we are speaking of here in our industry.

Senator Bartrerr. The members of your association operate ships
only on inland waters?

Mr. WuergEer. No, sir; some of them do operate at sea. But in the
immediate coastal areas and harbors, because, as I pointed out before,
of the separating line between the inland waters and the high seas,
and in some cses they do take tolls out to sea, or we have pilot vessels
that do go out to sea.

Senator Bartrert. To the best of your knowledge, there were no
preliminary conversations regarding this with the American Water-
ways Operators or other trade groups?

Mr. Wuerker, That is correct, sir.

Senator Barrrerr. Did you have any intimations that such legisla-
tion might be offered?

Mr. Wuerkger. Yes, sir, we did. We were aware of the fact that
last, year, or the previous session, I believe, at least the last session of
Congress, within the Overall Bridge Act there was some such sugges-
tion. I believe that this bill was prepared as separate legislation just
to implement that particular portion applying to the speecial rules of
the road.

Senator Barrrerr. Had you taken any position upon that in the
previous legislation ?

Mr. Wuerker. We were opposed to that also, yes, sir.

Senator Barrrrrr. Do you have any idea how much it would cost
to make the alterations that would be required for any given ship?

Mr. Wuerger. No, sir; mainly because no definite study has been
made of this. But I think it would be substantial. And if you
had a hinged mast, you would have to have the manpower to unhinge
it when you wanted to.

Senator Barruerr. Do you see any benefit——

Mr. Wuerker. None whatsoever.

Senator BarrreTT (continuing). From your standpoint ?

Mr. Wuerker. No, sir.

Mr. Boureon. One more question.
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Suppose one of your vessels had to go down from the lakes into
the Chicago River and through Chicago. Do you foresee it might
have some difficulty with the various bridges?

Mr. Wuerker. Well, we have difficulties, of course, in various areas
because there are various criteria for bridge heights in different areas.
Therefore, in areas such as that we have to operate vessels with lower
bridge heights. But it does not pertain to the appurtenances above
the bridge. It is mainly the structure of the vessel itself in those
areas which is the limiting eriteria.

Senator Barrierr. Thank you very much, Mr. Wuerker.

Mr., Wuerger. Thank you, sir.

Senator Barruerr. Admiral Richmond ?

STATEMENT OF ADM. ALFRED C. RICHMOND, COMMANDANT, U.S.
COAST GUARD

Admiral Ricusoxo. Mr. Chairman, T am Alfred C. Richmond.

Mr. Boursox. Admiral, do you have a prepared statement ?

Admiral Ricusoxp. No,sir. T have some notes which I would read
from. I donot have a prepared statement as such.

I appreciate the opportunity to appear before the committee today
and to express the views of the U.S. Coast Guard relative to S. 682,
a bill to provide for exceptions to the rule of navigation in certain
cases. This bill was introduced by Senator Magnuson upon the
request. of the Bureau of Public Roads, Department of Commerce,
with the concurrence of the Coast Guard, as an adjunet to an amend-
ment to the General Bridge Act.

The bill S. 682 basically provides for the Coast Guard to preseribe
regulations for vessels to alter the position of lights, day signals, and
other navigational means and :lpkﬂmm'(‘.s and so forth, while they are

navigating or operating under
waters of the United States.

Under the proposed bill the Coast Guard would be ealled upon to
promulgate regulations which would permit vessels to lower or other-
wise alter the position of their navigating lights, day signals, and
so forth in the vicinity of such bridges as may require this alteration.

The Coast Guard regulations would also call for suitable replace-
ment or substitute lights to be shown while the vessels are navigating
the bridge area.

These regulations would be general in scope and in all probability
circumstances may require more specific or detailed regulations for
particular areas where several bridges may cross the navigable water
within close proximity of one another, or for other special circum-
stances. Such regulations would appear in each of the several pilot
rules as additional sections thereto.

That is all that T have in my prepared statement, Mr. Chairman.
As I indicated, this stems from objections that the Coast Guard had
to a bill which was, I believe, originally introduced in 1955 to amend
the General Bridge Act of 1946, in which they would have amended
it in a manner which was not acceptable to the Coast Guard. We
thought it was a violation of the rules.

I think we have a practical problem in that there are vessels today
which are capable, either by dropping their masts through hydraulic

ridges constructed over navigable
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means or by letting it fall back, operating under many existing bridges
without waiting for the opening of the draw or necessitating the
opening of the draw. And yet to do so would violate the statutory
requirements.

This amendment, which as I have indicated was worked out be-
tween the Department, of Commerce, Bureau of Roads, and ourselves,
we feel is a desirable permissive authority to prepare regulations
which we think would be adequate to cover this special circumstance.

Such regulations would, in their development, be the subject of
discussion before the panel which Captain Wuerker referred to that
had just been recently established, and would not be adopted until
full consideration had been given by the Merchant Marine Council.

Senator Barrrerr. Admiral Richmond, you heard Mr. Wuerker’s
testimony, in which he asserted that no preliminary talks had been
had with the industry relating to this. Would you care to comment
on that?

Admiral Ricayoxp. T think that is true in the sense of referring
it to this panel that I referred to. In the first place the particular
panel that he referred to has just been recently established. The
matter, to my knowledge, was not even referred to our Merchant
Marine Council before we had this panel.

I think the answer to it is that it came about as a result, of an attempt
between the Coast Guard and the Bureau of Public Roads to work
out something to obviate the amendment which they proposed to take
care of. 'We felt that this was a reasonable solution.

I think that my comment on Captain Wuerker's statement is that
he is looking at this, in effect, as a prospective burden, whereas I

think it is an attempt to answer what is an immediate problem. I
think we do have vessels today actually violating the law. and tech-
nically, if they lower their masts, if caught they are in the position
of being penalized. So, consequently, they force the nlpeniug: of

bridges when it could be that the commerce could flow
traflic could flow freely if this bill were adopted.

Senator Barrierr. Mr. Wuerker claimed that operators would
be put to considerable expense to comply, or at least that they might
be because they as yet do not know what the rules and regulations will
be. Would you care to comment on that ?

Admiral Ricnsonn. It is rather hard for me to follow that line
of reasoning because there is nothing in this bill that says that an
operator must convert his vessel so that it can go under bridges rather
than through bridges.

Senator Barrrerr. Elsewhere in his statement Mr. Wuerker said
that—

In any case the permissive language in the bill would not necessarily act to
lower bridge heights because this determination is made by the Chief of En-
gineers and no one knows what the Chief of Engineers may say in a given case.

Do you have any comment on that ?

Admiral Ricaaonp. I think that is a perfectly true statement. I
don’t see where it affects the bridge heights particularly. It simply,
in effect, takes recognition of the fact that if anybody wants to or has
the ability to navigate under an existing bridge, by altering from the
required rules his right, this would establish procedure whereby it
could be done, and he would not be violating the law.

reely and
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Senator Barrrerr. Admiral Richmond, since this bill was intro-
duced on January 30, have representations against it been made to the
Const Guard by the industry or any segment of it ?

Admiral Ricamonp. To my knowledge, no, sir. If they have, I
have not heard of it.

Senator Barrrerr. Mr. Bourbon, do you have any questions?

Mr. Boureox. Yes, sir.

Admiral, in line 6 of the bill it says that the Department may per-
mit vessels to “temporarily lower any lights, day signals, or other
navigational means and appliances prescribed or required pursuant
to law, rule, or regulation.”

On all these vessels which would be going under bridges, do you
require radar?

demiral Ricusonp. No, sir. Radar is not a prescribed require-
ment.

Mr. Boureoxn. So that if they had a radar on the ship, this bill
wouldn’t permit them to lower it in any way?

Admiral Ricanmonp. There is nothing to prevent them from low-
ering it now. I agree with you, the bill wouldn’t permit them, but
at the persent time if you are operating on the inland waterway and
you have a radar which is going to catch in the overhead of a bridge,
there is nothing to stop you striking the radar.

Mr. Bourson. It isn’t required now so that it could be handled in
any way that the operator wanted.

That is all that I have.

Senator Barrrerr. Thank you very much, Admiral, for your testi-
mony on this bill, which will receive, of course, careful consideration
by the committee.

Mr. Boureon. The American Merchant Marine Institute asked that
they be permitted, if they desire, to file a statement next week.

(The statement of the American Merchant Marine Institute, Inc.,
and a telegram from Ralph E. Casey, institute president, follow, to-
gether with a report from the Department of the Navy, for the De-
partment of Defense, which was received subsequent to the hearing.)

New York, N.X., March 10, 1961.
Hon. WaARREN G. MAGNUSON,

Chairman, Committee on Interstate and Foreign Commerce,
U.8. Senate, Washington, D.C.:

American Merchant Marine Institute, Inec., representing about 70 percent
of oceangoing tonnage registered under U.S. flag strongly opposes 8. 682 as it
would apply to oceangoing vessels, Application to such vessels could cost ship-
owners nearly $10 million in alteration expenses on existing vessels whose masts
exceed 100 feet in height. We urge following sentence be added at end of section
(a) : “The provisions of this section shall not apply to vessels normally operating
in accordance with international rules of the road.” We respectfully request
this telegram be read at hearing before your committee today and that record
be kept open for supplementary statement from institute.

Rarera E, Casey, President.

STATEMENT OF THE AMERICAN MERCHANT MARINE INSTITUTE, INC., oN S. 682
ExTiTLED “A Bl To ProvipE FoR ExXCEPTIONS TO THE RULES oF NAVIGATION
1IN CerTAIN CAses"”

The American Merchant Marine Institute, Inc., is a national trade association
composed of the large majority of U.S. steamship companies operating approxi-
mately 6,200,000 gross tons of oceangoing passenger, tank, dry cargo, and collier
vessels in the foreign and domestic trad®s of the United States. Nearly 70 per-
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cent of the oceangoing tonnage registered under the U.S. flag is owned and
operated by our member companies,

We greatly appreciate the opportunity afforded us by the Commitiee on Inter-
state and Foregin Commerce to express our views with respect to 8. 682. As you
know, this bill would provide that the Secretary of the Department in which the
Coast Guard is operating “may permit vessels desiring to navigate or operate
under bridges constructed over navigable waters of the United States to tempo-
rarily lower any lights, day signals, or other navigational means and appliances
presceribed or required pursuant to law, rule, or regulation, and, if necessary,
may authorize vessels so navigating or operating to depart from the rules to
prevent collisions as preseribed by law, rule, or regulation.” The bill would also
specifically authorize the Secretary to “prescribe such special regulations to be
observed by vessels so navigating or operating as in his judgment the publie
safety may require for the prevention of collisions.” Subsection (b) provides
that such regulations “shall have the force of law.”

We wish to call your attention to the fact that the basie purpose of 8. 682
is not apparent in the bill itself. The purpose of this bill, however, is clearly
set forth in the letter, dated May 5, 1960, from Hon. Philip A. Ray, Under Sec-
retary of Commerce, to the President of the Senate, enclosing a draft of the bill
and recommending its favorable consideration by Congress. This bill (8. 3540)
was introduced on May 12, 1960, but, as you know, no action was taken thereon
by your committee. 8. 682 is identical with 8. 3540,

In his letter Mr. Ray made the following statements in support of this
legislation :

“The need for legislation along the lines of the proposed bill is established
in the Department of Commerce report on ‘Navigational Clearance Require-
ments for Highway and Railroad Bridges' published in February 1955. The
Bureau of Public Roads of this Department has been striving during recent years
to obtain reasonable reductions in the navigational clearances required for
highway bridges constructed with Federal-aid highway funds, with the objective
of reducing the cost of the navigational increment of highway bridges whenever
and wherever it is feasible without unduly affecting the reasonable require-
ments of waterway transportation. One of the problems involved is the need
for relatively high navigational clearances to permit vessels engaged in coastal
trade to operate on inland waters with navigational lights that conform to the
international rules of the road. The international rules necessitate the carrying
of navigational lights at an elevation substantially higher than that required
under the rules applicable on inland waters and navigational lights which con-
form to the international rules are in some cases permissible and in some cases
required on seagoing vessels operating on inland waterways. On the other hand,
navigational lights which conform to the rules generally applicable to inland
waterways, do not meet the requirements of the international rules.

“Studies of bridge costs indicate that substantial amounts of additional funds
are required to construct bridges with vertical clearances sufficient to pass
vessels equipped with the navigational lights required under international rules
over that which is required to pass vessels equipped with the navigational lights
required under the rules applicable on inland waters, The matter is also perti-
nent with respect to movable bridges. In many instances, vessels operating with
navigational lights required under the rules applicable on inland waters can
pass under existing movable bridges in closed position, but it is necessary to
open these bridges for the same or similar vessels if they are equipped with
navigational lights required under the international rules. This is particularly
important in urban areas where the large volume of highway traffic delayed by
the bridge opening results in a substantial economic loss to the community.

“It is believed that the enactment of the proposed legislation would result in
savings in bridge construetion and operation costs which would benefit principally
the Federal aid, State, and local highway programs. The proposed legislation,
and the special rules that would be issned thereto, would provide official recogni-
tion for effective treatment of a rapidly growing problem in surface transporta-
tion relationships.”

The Institute is certainly not unmindful of the serious problem of curtailing
bridge construction and operating costs and we sympathize with the objective
of the Bureau of Public Roads of the Department of Commerce in seeking to
reduce these steadily increasing costs. However, in our opinion, the method of
approach in seeking to attain this worthy objective as embodied in S. 682 is not
the proper one since it would authorize the Seeretary of the Department, in
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which the Coast Guard is operating, to impose regulations that would require
the owners and operators of oceangoing vessels to “temporarily lower any lights,
day signals, or other navigational means and appliances,” prescribed under the
International Rules of the Road, in order to navigate or operate under existing
bridges or bridges that may be constructed over U.S. navigable waters with
vertical clearances considerably less than those presently required to clear
oceangoing vessels.

As you probably know, rule 2(a) of the International Rules of the Road stipu-
lates that on vessels engaged on an international voyage, whose beam exceeds
20 feet, there must be carried on the foremast a white light at a height not less
than 40 feet above the hull of the vessel and a white light on the mainmast aft at
least 15 feet higher than the one of the foremast; i.e., at least 55 feet above the
hull. The molded depth of oceangoing vessels ranges from approximatey 34 feet
to a maximum on the largest size tanker of 67 feet 6 inches.

The following information is contained in table 10 in the report of the Depart-
ment of Commerce, dated February 1955, entitled “Navigational Clearance Re-
quirements for Highway and Railroad Bridges” with respect to the mast heights
on vessels comprising the active U.S. merchant fleet as of January 1, 1953, which
is the latest information we have at hand :

Number

Highest fixed point above waterline at light draft: of vessels

Less than 90 feet

90 to 100 feet

100 to 110 feet

110 to 120 feet _______

120 to 130 feet__

130 to 140 feet

140 to 150 feet. ..

150 to 160 feet

160 to 170 feet

170 to 180 feet

180 to 190 feet

Total

The report of the Department of Commerce (pp. 96-97) contains the follow-
ing statements:

“A further study of table 10 indicates that based on highest fixed point above
water at light draft, a vertical clearance of 130 feet would accommodate ap-
proximately 96 percent of all vessels in the active fleet. Conversely, a vertical
clearance of less than 100 feet would restrict over 55 percent of such vessels. In
terms of tankers, it should be noted that a vertical clearance of 130 feet would
accommodate all vessels of the tanker fleet whereas a vertical fixed clearance of
100 feet or less would prohibit utilization of over 84 percent of the fleet. With
reference to passenger vessels and freighters, 94 percent could be accommodated
by a vertieal fixed clearance at 130 feet ; 80 percent at 120 feet ; 65 percent at 110
feet ; and 51 pereent at 100 feet.

“It would appear from the above that minimum vertical clearance of any
fixed strueture over a waterway navigable to the oceangoing merchant marine
should fall somewhere within the 120- to 130-foot range. By making greater use
of telescopic and/or collapsible masts the highest fixed point might well be re-
duced by 20 feet, thus those vessels having a highest fixed point over 130 and up
;%015;! feet, could pass safely under fixed structures with a vertical clearance of

eet.”

According to a recent estimate furnished us by a shipyard, the cost of convert-
ing a fixed mast into a telescopic or collapsible mast would amount to at least
$4,000 or $7,500 for two masts and a total of $10,000 per vessel for all three
masts; i.e,, mainmast, foremast, and radar mast. Thus the owners of approxi-
mately 883 oceangoing vessels in the active U.8. merchant fleet having masts
ranging from 100 to 190 feet above the waterline at light draft might under
regulations issued in accordance with the terms of 8. 682, be required to convert
the mainmast, foremast, and radar mast on their vessels into telescopic masts
at a total cost of $8883,000 in order that such vessels might be able to navigate
under existing or future bridges with low vertical clearances. The imposition
of such an exorbitant expense on the shipowners would be extremely burden-
some and, in our opinion, unfair.
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The additional expense of operating and maintaining these telescopic or col-
lapsible masts, while not readily estimable, would be substantial. The lowering
and elevating of this type of mast is a major operation. The work would have
to be done by crew members, not only during regular working hours, but also
outside the regular working hours, depending upon the height of the bridges.
The work performed outside the regular working hours is eligible for overtime
compensation,

Consideration should also be given to the safety aspect of this operation. If
the lights, day signals, et cetera, of an oceangoing vessel are lowered during fog,
at night or in other periods of low visibility, in order to navigate under bridges
over rivers and harbors, this might be confusing to other vessels navigating the
same waterways, with the result that collisions might oceur. Instead of pre-
venting collisions, the procedure that would be authorized by S 682 might have
the opposite effect during periods of low visibility so far as oceangoing vessels
are concerned.

The American Merchant Marine Institute, therefore, desires to go on record
in opposition to 8. 682 insofar as it would apply to vessels of the U.S. merchant
marine, which are subject to the International Rules of the Road. We urge that
the following sentence be added at the end of subsection (a) of 8. 682:

“The provisions of this section shall not apply to vessels normally operating
in accordance with the International Rules of the Road.”

Your favorable consideration of our views and recommendations will be very
much appreciated.

DEPARTMENT OF THE NAVY,
OFFICE OF THE SECRETARY,
OFFICE OF LEGISLATIVE AFFAIRS,
Washington, D.C., March 10, 1961.

Hon. WARReN G. MAGNUSON,

Chairman, Committee on Interstate and Foreign Commerce,
U.8. Senate,

Washington, D.C.

Dear Mg, CHAIRMAN : Your request for comment on S. 682, a bill to provide

for exceptions to the rules of navigation in certuin cases, has been assigned
to this Department by the Secretary of Defense for the preparation of a report
thereon expressing the views of the Department of Defense,

The bill would authorize the Secretary of the Department in which the Coast
Guard is operating to permit vessels desiring to navigate or operate under
bridges constructed over navigable waters to temporarily lower any lights, day
signals, or other navigational means and appliances required by law or regula-
tion, and to permit such vessels to depart from the rules to prevent collision
and operate under special rules to be prescribed by the Secretary.

The international rules of the road require navigational lights to be carried
at a substantially greater height than that required under inland rules. In
some cases the lights which conform to the international rules are required on
seagoing vessels operating on inland waterways. Generally speaking, lights
required by the inland rules do not meet the requirements of the international
rules. By authorizing the departure from the rules in this regard, ships engaged
in coastal trade could operate on inland waters where bridge structures would
normally prevent the passage of a ship carrying navigational lights conforming
to the international rules.

The Department of the Navy, on behalf of the Department of Defense, inter-
poses no objection to the enactment of S, 32,

This report has been coordinated within the Department of Defense in ac-
cordance with procedures prescribed by the Secretary of Defense.

The Bureaun of the Budget advises that, from the standpoint of the admin-
istration’s program, there is no objection to the presentation of this report for
the consideration of the committee,

For the Secretary of the Navy.

Sincerely yours,
W. 8. Sawpson,
Captain, U.S. Navy, Deputy Chief.
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Senator BarrLerr, They may. ;

The Comptroller General’s report will be entered in the record at
this point.

(The report follows:)

COMPTROLLEE GENERAL OF THE UNITED STATES,
Washington, D.C., February 9, 1961.
Hon., WARReN G. MAGNUSON,
Chairman,
Committee on Interstate and Foreign Commerce,
U.S. Senate.

Dear ME. CuamMAan. Your letter dated February 1, 1961, acknowledged Feb-
ruary 2, requests our comments on 8. 682, 87th Congress, a bill to provide
for exceptions to the rules of navigation in certain cases.

As indicated by the explanation submited by the Department of Commerce
with its request for introduction of this legislation, the provisions of the bill
are designed to permit vessels engaged in the coastal trade to operate on inland
waters with navigational lights at a lower elevation than is required by present
international rules. The purpose of such operation is to permit reductions in
the navigational clearances required for highway bridges constructed with
Federal-aid highway funds and thus permit reductions in the cost of constructing
these bridges.

While we have no special information concerning the feasibility of the plan
proposed by this legislation, its objective appears to be a salutary ome. Ac-
cordingly, and since the provisions of 8, 682 would not affect the functions or
operations of this office, we are not aware of any reason why the bill should
not be favorably considered by your committee,

We are enclosing 30 copies of this report, as requested.

Sincerely yours,
JosepH CAMPBELL,
Comptroller General of the United States.

(The comments from the Treasury Department follow.)

OFFICE OF THE SECRETARY OF THE TREASURY,
Washington, D.C., March 8, 1961.
Hon. WarreN G. MAGNUSON,
Chairman, Committee on Interstate and Foreign Commerce,
U. 8. Senate, Washington, D.C.

My Dear Mr. CHAIRMAN : Reference is made to the request of your committee
for the views of this Department on 8. 682, to provide for exceptions to the rules
of navigation in certain cases.

The propoged legislation would authorize the Secretary of the Department in
which the Coast Guard is operating to permit vessels desiring to navigate or
operate under bridges constructed over navigable waters of the United States
to temporarily lower lights, day signals or other navigational means and appli-
ances carried pursuant to law and to permit such vessels in these circumstances
to depart from the applicable navigation rules and to operate under special
navigation rules to be prescribed by the Secretary. Civil penalties for vio-
lation of these special rules are provided.

The need for the legislation has arisen with the lowering of navigational
clearances of many bridges spanning navigable waters. Vessels passing under
low bridges are required or will be required to lower portions of superstructural
equipment in order to pass safely under these bridges. A vessel's superstruc-
ture, including its masts, normally carries navigation lights, day signals, and
other navigation equipment, When this equipment is moved a technical viola-
tion of the navigation rules results with attending inereased risk of collision.
Relief from strict adherence to the rules under these cireumstances is appropri-
ate. Special rules must be prescribed to fill the void created by the contem-
plated exeception to the rules.

For the reasons stated, the Treasury Department favors enactment of 8. 682.

The Department has been advised by the Bureau of the Dudget that there is
no objection from the standpoint of the administration’s program to the sub-
mission of this report to your committee.

Very truly yours,

A. GiLMore FLUES,
Acting Secretary of the Treasury.
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Senator Barrierr. The Comptroller General says, in essence, that
he doesn’t know much by way of having special information concern-
ing the feasibility of the plan proposed, but is confident that its ob-
jective is salutary. He doesn’t know of any reason why the bill
shouldn’t be favorably considered.

Mr. Bourson. The Lake Carriers’ Association have submitted a
statement in which they cite opposition to the bill.

Senator Barruerr. The statement will be entered in the record.

(The statement follows:)

STATEMENT IN OPPOSITION TO 8. 682 BY LYNDON SPENCER, PRESIDENT, LAKE
CARRIERS' ASSOCIATION

On behalf of the 30 members of Lake Carriers’ Association, who operate,
2,168,345 gross registered tons of shipping on the Great Lakes, I find it neces-
sary to oppose enactment of 8. 682 insofar as it relates to the Great Lakes. This
bill would provide for exceptions to the rules of navigation in certain cases.

The rules for the prevention of collision on the Great Lakes are contained in
the act of Congress approved February 8, 1893, as amended, being 241-295 U.8.C.
46. By the provisions of section 1 of that Act (46 U.8.C. 241) those rules
must be followed “in the navigation of all public and private vessels of the
United States upon the Great Lakes and their connecting and tributary waters
as far east as Montreal and in the navigation of all other vessels upon such
lakes and waters while within the territorial waters of the United States.” The
requirements are precise and exacting with respect to necessary physical equip-
ment of vessels such as lights, sound and signal devices and with respect to the
signals themselves and the conduct of vessels in their navigation,

No departures from the specific requirements of these Great Lakes rules are
permitted. They, of course, may be implemented by regulations but the author-
ity is limited by section 3 of the act (46 U.8.C. 243) to regulations “not incon-
sistent with provisions of this Act, * * *:”. Thus it would appear that the Con-
gress has deemed it necessary in the interests of safety of life and property on
the Great Lakes to specify with precision the rules to be observed on the Great
Lakes for the prevention of collision.

The policy of the Congress enunciated in the enactment of the act of February
8, 1895, would be virtually destroyed by S. 682. By the clear terms of this bill,
statutory rules could be modified, voided or superseded by the Secretary of the
Department in which the Coast Guard is operating.

Almost all Great Lakes vessels at some time or other pass through or under
“bridges constructed over navigable waters of the United States.” Regulations
promulgated under authority of S. 682 could permit all these vessels to lower
“temporarily” any lights, day signals or other navigational means or appliances.
Under such general authority it might be possible for vessels to run through
long stretches of navigable waters with lights or day signals in unsafe lowered
positions if the waters were crossed by bridges, regardless of how far apart the
bridges might be, Navigation under such conditions could be most hazardous.

What is more alarming, however, is that the Secretary of such Department
could authorize vessels so navigating or operating to depart from any or all
rules for the prevention of collision as prescribed by the act of February 8, 1895,
and that in place of those rules there could be prescribed by special regulation
all rules “to be observed by vessels so navigating or operating as in his judg-
ment the public safety may require for prevention of collisions.” Such “special
regulations” would follow vessels passing through or under bridges crossing
navigable waters wherever such vessels might be navigating. A more sweeping
authority to repeal or change an act of Congress and substitute for the judgment
of the Congress the judgment of an administrative agency is hard to conceive.

There should be no tampering with the requirements of the act of February
8, 1895. It properly sets forth with great exactness the characteristics and
location of lights and the quality and periods of sound signals required for safe
navigation of ships on the Great Lakes. The necessity for such definite specifica-
tions has been attested to by over 65 years of experience. Congress should not
now delegate to any administrative agency the authority to modify, void, re-
peal or supersede any of these requirements.




154 MARITIME LEGISLATION—1061

The Congress is well aware of the uniformity existing on the Great Lakes
between the United States and Canada in the rules for the prevention of colli-
sion. Since the enactment of the act of February 8, 1895, neither country has
made change or amendment in its rules without the consultation and agreement
with the other. The Congress has in effect established this policy. Such uni-
formity has resulted in a high degree of safety and knowledge on the part of
all Great Lakes masters whether they be in United States waters of Canadian
waters that the rules governing the navigation of their \'cssn]u_nrp the same,
This policy should not now be discarded and replaced with a policy determined
by administrative agency.

For the foregoing reasons it is respectfully urged that as far as the Great
Lakes are concerned, 8. 682 be not enacted.

Senator Barrrerr. Admiral, we go from inland waterwavs to the
Arctic to consider S. 966, which is a bill introduced by Chairman
Magnuson for himself and for me to authorize the construction and
equipping of three Coast Guard cutters designed for icebreaking in
the Arctic and Antarctic regions. I didn’t mention the Antarctic as
a point to which we are turning, because we can go south as well as
north.

STATEMENT OF ADM. ALFRED C. RICHMOND, COMMANDANT, U.S.
COAST GUARD

Admiral Ricayonp. Mr. Chairman, again I do not have a prepared
statement.

In the instant case the Treasury Department, which was recently
requested to make a statement on this bill, has just completed that
statement. I understand it was signed this morning and is in transit.
I have before me a copy of it, and I would like to read the stated

points from that, because I understand this is official at this point.
Senator Barrrerr. If you please.
Admiral Ricamoxp (reading) :

The proposed legislation would authorize and direet the Secretary of the
Treasury to construet and equip three cutters especially designed for icebreak-
ing in the polar regions. The Secretary would make a feasibility and develop-
ment study of the utilization of nuclear power in this type of cutter for which
study of $500,000 is authorized to be appropriated.

One of the important responsibilities of the U.8. Coast Guard is keeping traflic
lanes and ports open to shipping where ice conditions make them otherwise
inaccessible and inoperative. To meet such needs, the service is equipped with
certain boats designed to break ice. Recently its operations in the Arctic and
Antarctic areas have increased the employment of such boats. It is probable
that the employment of icebreakers not only in the Arctic regions but in our
own ports and waterways will continue to increage as our needs expand.

There is a present requirement, therefore, that the Treasury Department and
the Coast Guard review from time to time the icebreaking program and equip-
ment on hand to implement it, especially as certain of the present group of
icebreaking boats are approaching the period of use when replacement must be
considered.

It is pointed out, however, that bringing into view the entire work program
of the Coast Guard and the equipment at hand, or projected, to carry it into
effect, a greater need for replacement and additions exist in other categories
than that of boats designed for icebreaking.

Further, it is not necessary to enact the bill sinee the Coast Guard presently
has the legal authority to do what the bill contemplates. But, as said, for
priority reasons, it has not made a request thus far for such icebreaking equip-
ment through the regular budgetary processes.

With regard to the feature of the bill relating to research in nuclear propulsion
for icebreaking vessels, while the Treasury and Coast Guard are always inter-
ested in new and effective forms of propulsion, it is their belief a new study
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would not alter the fact that three conventionally powered icebreakers ecan in
all probability be built for the cost of one nuclear-powered icebreaker, and for
Coast Guard purposes, ship by ship, do as good a job. Therefore, so far as they
are concerned, there would be no priority for such a nuclear-powered vessel over
a conventionally powered vessel in the immediate future.

For the reasons expressed, the Treasury and Coast Guard consider the enact-
ment of 8, 966 as not necessary.

As I have indicated, I understand that the Bureau of the Budget
has approved this report and therefore it becomes the position of 5?0
administration.

Senator Barrrerr. Admiral, there is a previous legislative history,
is there not, pertaining to this subject?

Admiral Ricumonp. That is correct, sir.

Senator Bartrerr. Can you tell us about that?

Admiral Ricasonp, Yes, sir.

The original bill from which this bill stemmed—I have forgotten
the exact number—proposed the building of an atomic-powered ice-
breaker for the Coast Guard. It was originally, as I recall it, intro-
duced by Mr. Bonner, although almost simult aneously, I think, Sen-
ator Magnuson introduced a similar bill, and several other Members of
Congress also introduced companion bills,

Considerable testimony was held on the House side. I testified at
that time. I gave a history of the development of icebreakers in the
United States by the Coast Guard. I took the position then that I
could not at that time say that there was a Coast Guard need for an
icebreaker, atomic or otherwise. We were speaking particularly of
atomic, I indicated that certainly I could not say that there was a
Coast Guard need.

I did, however, take the stand that if there was a national need for
additional icebreakers over those that we now have in service between
the Coast Guard and the Navy, and it was decided in the interest of
advancement of seience or requirements otherwise, that if such an ice-
breaker were to be constructed the Coast Guard was as capable as any
other organization of building, operating, and manning such a vessel.

That bill passed both the House and the Senate and was v~ wd
by President Eisenhower.

In the following Congress a similar bill was introduced and hear-
ings were held in the House. 1 testified again. In the meantime, over
a year had elapsed, and in the preceding seasons—I think there ac-
tually had been two seasons between the first testimony—two winter
seasons—two things had happened as far as the Coast Guard was con-
cerned. First, we had in our Arctic and Antarctic operations, as well
as some operations at St. Johns, Newfoundland, in support. of the
MSTS, suffered considerably more damage than we had anticipated to
our icebreakers, which we attributed to the age and service to which
these vessels had been subjected ; and furt hermore, in one of the sea-
sons in the operation at St. Johns in support of the MSTS, it put an
undue strain, we felt, upon the two vessels involved, the Zast Wind
and the West Wind, because they were at sea in icebreaking operations
for a considerable period before being dispatched on their summer
cruise to the Arectie.

In other words, they had been in this type of operation for an in-
ordinately long time, in our opin ion, and we felt this did demonstrate
the need for more icebreakers.

88542—61——11
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There was considerable discussion—not necessarily on the part of
the Coast Guard, but on the part of all the witnesses before the com-
mittee—as to the desirability or undesirability of atomic power for an
icebreaker, and as a result of the hearings as a whole the committes
redrafted the bill—I believe it was H.R. 4—and reintroduced the bill
in what is essentially its present form, S. 966.

Senator Barruerr. This was in the 86th Congress? The last
Congress?

Admiral Ricamonp. Yes, sir, the last Congress.

Senator Barrrerr. And the vetoed bill was in the 85th Congress?

Admiral Ricasoxnp. That is correct.

I am wrong; it was not reintroduced. They simply amended H.R.
4 to its present form. I would like to correct my statement in that
respect. I thought they had reintroduced a bill, but that is wrong.

After the hearings they rewrote H.R. 4 in the same form as S. 966.
My recollection is that that passed the House and no hearings were
held here. It died in the 86th Congress. And now the bill has been
reintroduced both in the Senate and the House in this amended version.

Senator Barrrerr. I have to ask you this question, Admiral: Is the
House bill quite similar to this?

Admiral Richmond. It is not identical. The Senate bill has in-
cluded the words, “including oceanographic research,” on line 5, which
does not appear in the Honse bill.

Senator Barrrerr. I suspect that came about by reason of the
chairman’s devoted interest in that subject, and his belief that these
icebreakers might play a significant part in that expanding field of
research.

Admiral Ricayoxp. I think there is no question but that they
would. As a matter of fact, the ones that we have at present do. We
have the North Wind, which has just recently completed taking a num-
ber of oceanographic soundings in the Bering Sea and in the Aretic
area with University of Washington scientists aboard. In addition
to that, the Z'ast Wind, which had been working with the Navy in the
Antarctic has now been released and is returning through the Indian
Ocean—in other words, coming through the Suez Canal—and has been
set up to take a number of oceanographic stations in the Indian Ocean
under the National Academy of Science, I think.

Senator Barrrerr. I think we might be required to take many more
soundings in the Bering Sea, because I have just learned that there is
a disposition to relax the bar on imports of Russian crabmeat which
have been in effect since 1951, and open the American market to Rus-
sian crab at a time when the U.S. operators are under keen and in-
creasing competition from Japanese producers.

I imagine there will be quite a lot of activity around the Bering
Sea. I deplore this intention and hope it will never be placed into
effect, especially—and this has no connection with this bill and,
perhaps, no concern at all to the Coast Guard—but especially would
this be disastrous, I believe, at a time when the Russians have in-
formed us at official meetings that they intend for the first time to
come down into the Gulf of Alaska and fish aggressively in areas that
have been heretofore fished only by Americans and Canadians, and in
areas where we consider we have some historic rights.




MARITIME LEGISLATION—19061 157

Admiral Richmond, you say that legislation of this kind is not re-
quired because you have all the authorization needed ?

Admiral Ricnyoxp. Actually, that is absolutely correct, sir.
When our title, title 14, was revised in 1949, basic authority was in-
cluded. I refer to section 92-D, which authorizes the Secretary to
“design, or cause to be designed, cause to be constructed, accept as a
gift, or otherwise acquire vessels and, subject to applicable regula-
tions under the Federal Property Administrative Services dispose of
them.”

There isn’t any question if it were decided by the executive depart-
ment to proceed to request funds for the building of any vessels, that
it could not be raised as a point of order that we did not have on the
floors of Congress, that we do not have the technical authority to do
that.

Up to the passage of this in 1949, we had always obtained specific
authority for major vessels at least.

Senator Barruerr. This authority would include, in your judg-
ment, the right to make a survey as to the feasibility?

Admiral Rrcirsonn. I don’t think there is any doubt about it. Tt
seems to me it is inherent in the construction of any vessel that the
agency constructing that vessel has the inherent right, even without
law, to determine what would be the most economical and advanced
method of procedure. In addition, the Commandant has general
authority under section 93 to “conduct experiments, investigate or
cause to be investigated plans, devices and so forth.”

In addition to that, another section, “E”—%to conduct any investi-
gation or study which may be of assistance to the Coast Guard in
the performance of any of its powers, duties, or functions.”

Senator Barrrerr. Then it might be a fair assumption that the per-
sistence of the Congress, despite this existing authority, is intended to
convey to the administrative branch the strong feeling of Congress
that in the absence of budgetary requests this project should go
forward notwithstanding ?

Admiral Ricusoxn. Yes, sir; that would be a very fair statement.

Senator Barrrerr. How many icebreakers does the Coast Guard
now have?

Admiral Ricayonn. We have four, although up to the opening
of the St. Lawrence one was restricted to the lakes. The Mackinaw
was built for the lakes, and while generally comparable in design to
the Wind ships, we do not class it as an icebreaker.

Senator BartLerr. What are the Wind ships, by name?

Admiral Rioumonn. We have the North H"iﬂd),’ the Fast Wind, and
the West Wind.

Senator Barrrerr. Sister ships?

Admiral Ricayoxp. Yes. TLev are all on the same desi

If the chairman would like, I can briefly describe the ﬁlilstory of
the development of the icebreaker, the seagoing icebreaker as such.

The Coast Guard had a few conventional vessels—I use that word
advisedly—that had been strengthened for work in the ice. 1Ve had
never gone in, in the United States, for icebreakers. You will recall
fhat in the early stages of the war, before the United States became
embroiled, we were greatly concerned about Greenland. That led to
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considerable study, and it was allocated to the Coast Guard, toward
the desirability of having icebreakers.

We were authorized to have designed and built four icebreakers
which became known as the Wind ships because it was agreed that
they would be known as the North, Elaxt, South, and West Winds.
Contracts were let, or they were laid down originally about 1942,
is my recollection. At or about the time that they were being com-
pleted, the Soviet Government asked that all of them be transferred
to the Soviet Government.

Three of them—the North Wind, South Wind, and West Wind—
were put in commission by the Coast Guard, but turned over to the
Soviet Government almost immediately. The Zast Wind was retained
by the Coast Guard throughout.

However, with the transferring of those to the Soviet Government,
or when the decision was made, three additional vessels of the same
type were immediately laid down. So, in effect, we ended up building
seven of the Wind class ships.

The three replacements were not completed until 1946 or 1947. By
that time the war was over. The Coast Guard was in the position of
retracting very rapidly to its prewar strength, or as close as we could
get to it, and the problem of operating icebreakers was a very serious
one. We had in operation the Zast Wind,; and I might say, also,
during this period the Maclkinaw on the lakes had been built, but for
a different purpose. We had, in other words, two icebreakers in op-
eration—the original Kast Wind and the Mackinaw.

The question of manning the three icebreakers was raised and dis-
cussed and a decision was made that the Navy would take two of these
ships and the Coast Guard would take one. The one that we took
became the North Wind—you might say the new North Wind. And
the Navy took the other two, which became the Burton Isle and the
Fdisto.

Then you will also recall that about 1948 or 1949 there was a move
to recapture, or to have returned to the United States from the Soviet
Union, those vessels that had been given to the Soviet Union for the
purpose of conducting the war. Among these vessels were the three
icebreakers that had been transferred to them. I may be mixed on
my names, but the original Seuth Wind was the first one to come back,
and it was turned over to the Navy in Japan, reconditioned at Y oko-
suka, and became the Atke. They gave it another name.

The following year, in Germany, the original West Wind and the
original North Wind——

Senator BarrLerr. May I interrupt you, Admiral?

We have a live quorum.

We will have to suspend for a few minutes.

(Recess.)

Senator Barrrerr. The committee will be in order.

Admiral Ricamoxn. The following year, after the South Wind was
returned, the North Wind and the West Wind were returned to the
U.S. Government and the Navy took one, which is now the Staten
Island, and reconditioned it ; and we reconditioned the other, the pres-
ent West Wind. The situation in the United States with respect to
icebreaker is this: There are seven of the Wind classes, of which we
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are operating three and the Navy four. There is a modified icebreaker
of the Wind class, generally speaking, the Mackinaw, operated on the
Great Lakes, and subsequent to the events that I have l'oLtlmi the Navy
has built the Glacier which is a larger icebreaker, the largest one of all.

Senator Barrrerr. The Russians returned all the icebreaksrs we
had given them ?

Admiral Ricamonp. Yes, sir.

Senator Barrrerr. The ships the Coast Guard is now operat Ing are
how old ¢

Admiral Ricusonn. Two of them were laid down in 1942 and 1943.
The other one was laid down, I believe, in 1945. I would say that
they are 15 to 17 years of age.

Senator Bartrerr. Is the period of useful life approaching a fore-
seeable conclusion ?

Admiral Ricuyoxp. Yes, sit. ' We ordinarily feel that our vessels,
nonicebreakers, have a potential life of 30 years. We have no experi-
ence to go on with icebreakers. But from the frequency of fairly
serious hull casualties that we have encountered over the last 4 or 5
years—they seem to be building up—I would estimate that 25 years
at the outside will probably see the last of the Wind ships.

Mr. Bourson. You cracked some side plates in one of them a short
while ago?

Admiral Ricumoxn. Yes. We had one on the North Wind this
year that was fairly serious. About 4 years ago the Zasé Wind had a
very serious casualty in what did not seem to be particularly unusual
circumstances. He was working a load, and rammed into the ice, as
I recall it, on his starboard side. He was making a turn, deflected,
bounced off, hit the ice on the other side, and according to the reports
not a particular severe blow, but put a hole in the side that you
could practically drive a truck through.

Investigation showed that apparently in this continual pounding
there had been a certain amount of crystallization in that area which
had abnormally weakened the vessel in that spot. It just happened
to hit a wrong point and the resultant damage ensued.

Senator Barrrerr. How large are these Wind ships?

Admiral Ricuyoxn. They are, my recollection is, 269 feet long and
64 feet in beam.

Senator Bawrrrerr. How many officers and men are required to
operate one?

Admiral Ricayonp. My recollection is that the complement is 13
officers and 182 men.

Senator Barruerr. Yes.

Admiral Ricumonn. I might say, too, that the complement is am-
olified to some extent because we operate helicopters from the ice-
Lre::kors. Such personnel are not part of the regular complement
but. carried only when working.

Senator Barrrerr. Is the Navy’s newest materially larger than the
Wind ships?

Admiral Ricamonn. Quite a bit, sir. Again I couldn’t give you
the exact figures on the Glacier. My recollection is that tonnagewise
it is quite a bit larger.
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Senator Barrrerr. Did you tell the committee that until the con-
struction of the Wind ships the Coast Guard had not had any ice-
breakers designed for that unique purpose?

Admiral Ricuaoxp. That is right, sir. As a matter of fact there
were no icebreakers in the United States designed for the purpose to
my knowledge, under any service or any commercial service.

Senator Barrrerr. Did other nations have them before ?

Admiral Ricusmonn. Oh, yes, sir. Norway and the Soviet Union
have had icebreakers, especially designed icebreakers, for a good
many years.

Senator Barrrerr. Do they have more icebreakers now, each of
those countries, would you judge, than the United States?

Admiral Ricamonp. I am quite sure they do, sir. As a matter of
fact in the design of the Wind ships, which were designed by Gib-
son-Cox, we sent the now Admiral Thiel to Norway, Sweden to in
effect brief himself on you might say the latest designs and techniques
then in existence.

Of course the Soviets have within the last 5 years obtained quite
a little publicity, notoriety—publicity is a better word—because of
their atomic powered icebreaker the Lenin.

Senator Barrrerr. Is that in operation now, do you know?

Admiral Ricayonp, I would say it is, yes, sir. I base my informa-
tion on reports. I have been told that it has been seen in the Skager-
rak. In fact the Soviets themselves have indicated it is in operation.

In addition, last summer, when I was in London as the chairman
of the U.S. delegation to the Safety in Life at Sea Conference, the
Soviet, Embassy gave a reception for the delegates, and part of the
entertainment was a movie showing the Lenén in operation and some
of its preliminary tests.

Senator Barruerr. What would be the advantage of a nuclear-
powered ship over conventional types?

Admiral Ricamonp. Essentially its staying power, in case you are
locked in the ice.

Senator Barrrerr. And ships in either the Arctic or Antarectic
may become locked in for considerable periods?

Admiral Ricmmoxp. That is correct. And of course you have
the additional possibility in the Antarctic, if that is a part of your
operation, that the cost of conventional fuel goes up. You may have
noted several days ago, maybe a week ago, when the G'lacier and I
believe the Adisto were caught—I understand they are out now—
one of the comments was that the Adisto had fuel for only so many
miles. That would be your great advantage, the safety factor, in
the event that you are temporarily locked in.

Senator Bawrruerr. Did the Russians indicate how long their ice-
breaker might be able to stay at sea?

Admiral Ricamonp. No, sir. As you can imagine, it is very difli-
cult to get any reliable statistics on the capabilities or even, very
strangely, too much about the design of the ship.

Senator Barrrerr. Admiral Richmond, is there any conflict of
interest, so to speak, between the Coast Guard and the Navy in the
conduct of icebreaking operations?

Admiral Ricamoxp. No, sir. I think in 1946, when the question
of who was to man these three icebreakers came up, if the Coast
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Guard had been able to take the manning, the Navy would have been
very happy. Now that they have been operating some of these ves-
sels, and they have the Glacier, whether or not they would be pre-
pared to leave this field to the Coast Guard, I would be very doubtful.
But T don’t think that there is any conflict. They feel that it is a
combined operation and they would be well satisfied to see us have
additional icebrealers.

Senator Barrrerr. Where are the Coast Guard’s Wind icebreakers
now ?

Admiral Ricumonn. The West Wind which is stationed in New
York, has been working the Hudson River and along the east coast
preparatory to going north this summer in part of our support of
the Thule operation and Greenland operation.

The North Wind is in Seattle, having just completed the special
oceanographic cruise. After their summer cruise north they had
the special oceanographic cruise.

I would like to put in the record names of the areas that they
worked in. I said the Bering Sea, but in addition she operated in
the western Chukchi Sea.

It is back in Seattle preparing for next summer and next winter,
because next winter the North Wind is scheduled to go south to the
Antarectic in support of the operations in the Antaretic.

The East Wind has been through the winter, or actually through
the summer in the Antarctic, operating down there, but T understand
is now released and on its way back to its home port of Boston by
way of the Suez, but with an additional assignment of making a
number of oceanographic stations in the Indian Ocean on the trip.

Senator Barrrerr. Then the Coast Guard does have a very material
role in these antarctic operations?

Admiral Riciyoxn. As part of the Navy, ves, ser: very much so.

Senator BarrLerr. Is it not true, Admiral Richmond, that the arctic
requirement. is much greater than it was in an earlier era because of
the necessity for clearing the sealanes so freight for our defense in-
stallations along the Arctic may be landed ?

Admiral Ricamoxn. Very definitely, sir.  As a matter of fact, I am
sure you will recall that it was several Coast Guard vessels which,
aided in some instances by the Canadian icebreaker, the Labrador, but
also several of our small vessels, 3 or 4 years ago made the first major
ship circumnavigation of the North American Continent. It has only
been in the last year or so that we have been able to make that north-
west passage with any reasonable assurance. There are records of
small schooners working their way through in the past.

We have been operating with the Navy, and were operating with
the Navy at the time of the expiration of the navigational work—a
lot of the charting which was done for setting up the DEW line sta-
tions, and we are still operating in that area.

Senator Barrrerr. In what important respects, Admiral Rich-
mond, does an icebreaker differ from a conventional cutter?

Admiral Ricayonn. Size, shape, and strength of hull would be the
main considerations, I would say. In other words, you have to have
a very heavy, well-constructed hull. You must have a vessel that
has a beam preferably larger than any vessel you are escorting in
order that you can find a lead, force a lead open and let a thin-skinned
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vessel through; and of course, obviously, to cope with the ice you
also must have considerably more power than for normal propulsion.

Senator Barrierr. Do you recall what the Wind ships cost?

Admiral Ricamoxn. No, sir; I don’t. And I don’t think it would
mean a great deal. But I can tell you this, that the figure that was
used ;{t-llm'-tll\ at the hearings on HR. 4 4, with respect to the more
recent experience with the (;fnnu, was $40 million for the Glacier.

Senator Barrrerr. And estimates have been made for the cost of a
nuelear-powered ship to be what?

Admiral Ricrsonn. We estimate that if you build another Glacier
and put a reactor in it, that it would [nnlmhl\ increase the cost by 50
percent. But I would like to emphasize, sir, that these are very, very
poor figures to rely on.

Remember that that was several years ago. The science of reactors
has developed a great deal since HI(‘II. At that time T think we had
only one successful operating marine reactor, and that was in the
Nautilus. Now we have a number of them.

I don’t say that would bring the price down, but there were a lot
of conflicting stories at the time.

Senator Bartuerr. During the years the Wind ships had been in
operation, Admiral, has the Coast ‘Guard gained experience as to de-
sign mqnnveuwnh which would, of course, be incorporated in any
new icebreakers and also make them much better ships than exist-
ing ones!?

Admiral Ricamonn. Unquestionably. Very frankly, we not only
have our own experience .:ruH that of the Navy, but we have been keep-

ing abreast of the dmvlnpmtm in other countries insofar as practi-

cable. As I indicated, it is pretty hard to find out exactly all of the
details of the Lenin. But all of the Scandinavian countries are in
this business to a greater degree than we are. They have to be to
keep their commercial lanes open,

Senator Barruerr. Admiral, you have presenfed to the committee
the conclusions of the Treasury Department that it does not favor this
bill, and one of the reasons is that it assigns higher priority to other
classes of ships. However, your testimony has also disclosed that
(@) a much heavier requirement is imposed on the Coast Guard in
respect to new antarctic operations and enlarged operations in the
Arctie, and (b) that these ships are 1"11ml]\ reaching the point
where they will no longer he economically servicable because of age,
stresses, and strains which they have encountered:; and I infer, al-
though you have not so stated, that the Coast Guard could usefully
employ some new icebreakers.

Lil!c- fromthe conclusions of the Department, can we take th: 11 as a
fact, that the Coast Guard, if someone would wave a magic wand and
giwa you some new ic l'l)li':ilx('l‘w, could put them into gainful use?

Admiral Ricaaonn, We could ; yes, sir.

Senator Barrrerr. I think, Admiral Richmond, you have told a
simply fascinating account of the Coast Guard’s ice breaking ex-
periences ov w'thew rs. It provides valuable and interesting informa-
tion for the committee. I want to express my personal appreciation
for your willingness to come here and explain in such detail the situ-
ation as you see it.
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Admiral Ricumonp. With respect to the use by the Russians of ice-
breakers, they have a different, problem than we do, as I see it. They
have for years attempted to keep the northeast passage open. They
ordinarily do not work icebreakers quite the same as we do in this
respect.

If you look at the northern coast of Russia and Siberia, you will
notice that it is a series of bays with prominent points. It is my under-
standing that as the arctic ice moves down 1t fetches up on these
points, and in many cases even in the middle of winter you will have
open water in these indentations. They have more uneven coast than
we have on the northeast passages.

So, generally speaking, their operations consist of stationing an
icebreaker in the vicinity of one 0!’ these points where there is ice, in
other words, and trying to work the vessels around this point, after
which the vessel may be able to run several hundred millu.-s in open
water before it is picked up by another icebreaker, which works it
around another point.

That immediately poses a problem of operation for them in that
they probably leave their i(‘:{'?l"l‘eakors; up In that area a great deal
longer than we would contemplate in the operation of our icebreakers,
unless we just had the misfortune to be frozen in, as I have indicated.

Senator Barruerr. Actually, they now transport a very considerable
freight tonnage, do they not, across the northern waters and down
along the Siberian coast to southern Siberia ?

Admiral Ricasmonp. Yes, sir. It is obviously the shortest route to
Vladivostok and the Siberian ports are obviously important. They
attempt to achieve, you might say, 12 months operation. I don’t thinlk
they are entirely successful. I did want to make the point that
their problem is an entirely different problem than ours with respect
to icebreakers.

Senator BarrrLerr. I would think that you are absolutely right on
that, and we can’t compare mere numbers as between two big nations
and say that we are necessarily lagging because we don’t have as many
icebreakers as the Russians, because their needs may not be the same
at all, as you have told us.

Admiral, how long would it take, probably, to construct an ice-
breaker from the time bids were let.?

Admiral Ricamonp. I would say a minimum of 2 to 214 years.

Senator BartLerr. Then, from what you have said

Admiral Riousonp. I am thinking now of getting your original
plans, a mode] for testing in your model basin and everything, and
then going through to the construction. I doubt if you could do it
under 214 years, sir.

Senator Barrrerr. I will make a statement following that without
asking you to comment.

It seems to me, then, that time is runnine out on us. These ice-
breakers are going to be either beached before too long, or you are
going to be required to spend so much money keeping them in opera-
tion that it won’t be economic, and unless budgetary requests are made
within the very near future you are going to have no icebreakers at
l;“f or inadequate ones, in light of the greater need than ever existed

efore.
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Again, Admiral Richmond, I want to thank you for your appear-
ance and your splendid testimony.

Admiral Ricamonp. Thank you, sir.

I will now place in the record of these hearings a letter from the
Shipbuilders Council of America, dated March 2, 1961, recommend-
ing an amendment to the bill before us, to require that any construe-
tion resulting from enactment of S. 966 be performed in a shipyard or
shipyards within the United States.

SHIPBUILDERS COUNCIL OF AMERICA,
New York, N.Y,. March 2, 1961.
Subject : 8. 966 Proposing Construction of Three Cutters for Coast Guard for

Polar Icebreaking Operations
Senator WARREN G. MAGNUSBON,

Chairman, Committee on Interstate and Foreign Commerce,
U.8. Senate, Washington, D.C'.

DeAR SENATOR MAaaNUSON : The Shipbuilders Council of Amerieca, as representa-
tive on a national basis of private shipbuilding companies in the United States,
has keen interest in bill 8. 966 scheduled to be the subject of hearings before the
Subcommittee on Merchant Marine and Fisheries on March 9 and 10. The bill
would authorize the construetion of three new Coast Guard cutters for polar
fcebreaking in terms similar to the authorizing legislation of 1941 under which
the program for the Coast Guard’s WIND-class vessels was initiated. In addi-
tion, the bill would authorize an immediate feasibility and development study of
the utilization of nuclear power in this type of cutter so as to assure that the
cutters authorized by the bill shall be of the most advanced practicable design
for the functions they will perform

Naturally, the Shipbuilders Couneil would not presume to advise the commitiee
as to the need for such vessels by the Coast Guard. This is a matter for deter-
mination within the Government by those whose functions include such matters.

On the other hand, as the proposal does represent prospective shipbuilding, it
is germane for the council to assure the committee that whether the vessels are
nuclear or standard powered, more than ample idle shipbuilding capacity is
available in U.8. private shipyards to accommodate their immediate construction.
Further, if nuclear power is decided upon, the Congress is assured that the ship-
building art in the U.S, private yards is such at the present time as to make the
construction of nuclear-powered icebreakers entirely feasible from a technical
standpoint.

The fact that there are already existing privately owned and operated facilities
in the United States engaged in the design, manufacture and construction of
nuclear reactors for marine propulsion and of nuclear-powered naval and mer-
chant vessels of various types, represents a considerable lead over the rest of
the world in this field. The construction of nuclear-powered icebreaking cutters
for polar operation would not be expected to present any insurmountable techni-
cal problems to this well-developed industry.

During House floor discussion last June of the prior identical bill H.R. 4,
86th Congress, as passed by the House, expressions of concern were voiced by
several legislators as to where the vessels might be built. In the light of the
comments made at that time and to “nail down” the principle in the authoriza-
tion bill itself, the council suggests incorporation in the pending bill of a provi-
sion along the lines of section 21(e) of 8. 901, the Marine Sciences and Research
Act of 1901, introduced February 9, 1961. The section referred to reads as
follows :

“All ships and surface or subsurface craft constructed pursuant to the author-
izations for appropriations contained in this Act shall be constructed in domestic
commercial facilities.”

I should be evident that some such action is necessary in order to assure the
continuation of a healthy private shipbuilding industry as well as to maintain
its mobilization potential so vital to the national security.

Your good offices are solicited in this connection to the end that committee
consideration of 8. 966 result in an appropriate amendment along the lines
suggested.

Sincerely,
L. R. Sanrorp, President.
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(Subsequently, official reports on S. 966 were received from the
Office of the Secretary of the Treasury, under date of March 10, 1961
stating that “Treasury and Coast Guard consider that enactment of
S. 966 is not necessary”; from the Department of the Navy, under

date of March 11, 1961, opposing, as “unnecessary” the proposed ex-

penditure for nuclear research, but neither supporting nor opposing
the bill in its present form; and from the Comptroller General, mak-
ing no recommendation as to enactment. The reports are printed
herewith :)

OFFICE OF THE SECRETARY OF THE TREASURY,
Washington, March 10, 1961.

Hon. WARREN G, MAGNUSON, 3
Chairman, Committee on Interstate and Foreign Commerce,
U.8. Senate, Washington, D.C.

My Dear Mg, CaHAlIRMAN: Reference is made to the request of your commit-
tee for the views of this Department on 8, 966, to authorize the construction and
equipping of three Coast Guard cutters designed for icebreaking in the Arctie
and Antarctic regions, and for other purposes.

The proposed legislation would authorize and direct the Secretary of the
Treasury to construct and equip three cutters especially designed for icebreaking
in the polar regions. The Secretary would conduct a feasibility and develop-
ment study of the utilization of nuclear power in this type of cutter, for which
study $500,000 is anthorized to be appropriated.

One of the important responsibilities of the U.S. Coast Guard is in keeping
traflic lanes and ports open to shipping where ice conditions make them other-
wise inaccessible and inoperative. To meet such needs, the Service is equipped
with certain boats designed to break ice. Recently, its operations in the Arctic
and Antarctic areas have increased the employment of such boats. It is probable
that the employment of icebreakers not only in the Arctic regions but in our own
ports and waterways will continue to increase as needs expand. There is a
present requirement, therefore, that the Treasury Department and the Coast
Guard review from time to time the icebreaking program and the equipment on
hand to implement it, especially as certain of the present group of icebreaking
boats are approaching that period of use when replacement must be considered.

It is pointed out, however, that bringing into view the entire work program
of the Coast Guard and the equipment at hand or projected to carry it into effect,
a greater need for replacements and additions exists in other categories than
that of boats designed for icebreaking. Further, it is not necessary to enact the
bill since the Coast Guard presently has the legal authority to do what the bill
contemplates. But as said, for priority reasons, it has not made a request thus
far for such icebreaking equipment through the regular budgetary process.

With regard to the feature of the bill relating to research in nuelear propulsion
for icebreaking vessels, while the Treasury and the Coast Guard are always
interested in new and effective forms of vessel propulsion, it is their belief a
new study would not alter the fact that three conventionally powered icebreakers
can, in all probability, be built for the cost of one nuclear-powered icebreaker,
and for Coast Guard purposes, ship by ship, do as goad a job. Therefore, so far
as they are concerned, there would be no priority for such a nuclear-powered
vessel over conventionally powered vessels in the immediate future,

For the reasons expressed, Treasury and Coast Guard consider that enact-
ment of 8. 966 is not necessary.

The Department has been advised by the Bureau of the Budget that there
is no objection from the standpoint of the administration’s program to the
submission of this report to your committee.

Very truly yours,
A. GiLmoRre FLUES,
Acting Secretary of the Treasury.
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DEPARTMENT OF THE NAVY,
OFFICE OF THE SECRETARY,
OFFICE OF LEGISLATIVE AFFAIRS,
Washington, D.C., March 11, 1961,
Hon, WARREN G. MAGNUSON,
Chairman, Committee on Interstate and Foreign Commerce,
U.K. Senate, Washington, D.C.

My DeArR Mr. CHAIRMAN: Your request for comment on S. 966, a bill to
authorize the construction and equipping of three Coast Guard cutters designed
for icebreaking in the Arctic and Antarctie regions, and for other purposes, has
been assigned to this Department by the Secretary of Defense for the prepara-
tion of a report thereon expressing the views of the Department of Defense,

The bill would anthorize the construction and equipping of three Coast Guard
cutters designed for icebreaking. The type of propulsion to be used is not
specified. However, it would direct the Secretary of the Treasury to conduct a
feasibility and development study of the utilization of nuclear power in this
type of cutter. It authorizes to be appropriated not to exceed $500,000 to con-
duct the study.

Both Coast Guard and Navy icebreaking vessels operate at a continually
demanding pace and are gradually wearing out, as are most other ships of World
War II design and construction. Although both services are faced with this
problem, the Navy has even more demanding ship needs and is forced to program
limited shipbuilding funds toward warship construction and more urgently
needed auxiliary types. Current employment of Coast Guard icebreaking ves-
seles supports in large measure Navy requirements in the Arctic and Antaretic
regions. With replacement of Navy icebreakers not possible under present
funding levels, the Navy should therefore indirectly benefit by the construoction
of icebreaking cutters for the Coast Guard. We are not, however, in a position
to weigh the needs of the Coast Guard for icebreaking cutters in the light of
their overall ship needs.

The Department of Defense considers®*that there is adequate information
available based on previous developments to evaluate the feasibility of the use
of nuclear power in icebreaking vessels. The expenditure of $500,000 to this
end is therefore considered nnnecessary.

In view of the foregoing, the Department of the Navy, on behalf of the
Department of Defense, neither supports nor opposes the enactment of 8. 966 in
its present form.

This report has been coordinated within the Department of Defense in ac-
cordance with procedures prescribed by the Secretary of Defense,

The Bureau of the Budget advises that, from the standpoint of the admin-
istration’s program, there is no objection to the submission of this report for
the consideration of the committee.

For the Secretary of the Navy.

Sincerely yours,
W. 8. SAMPSON,
Captain, U.8. Navy, Deputy Chief.

COMPTROLLER GENERAL OF THE UNTTED STATES,
Washington, March 10, 1961.
Hon., WARreN G, MAGNUSON,
Chairman, Committee on Interstate and Foreign Commerce, U.S. Senate.

DeAR Mr. OHATRMAN @ Further reference is made to your letter of February 18,
1961, acknowledged on February 20, requesting the comments of the General
Acconnting Office concerning 8. 966, 87th Congress, 1st session, entitled “A bill to
authorize the construction and equipping of three Coast Guard cutters designed
for icebreaking in the Aretic and Antartie regions, and for other purposes.”

In pursuing the study authorized in section 2 of the hill, we would suggest
that line 2 on page 2 thereof he amended to provide that “the Secretary of the
Treasury, in consultation with the Atomic Energy Commission, shall conduct a
feasibility and development study of the utilization of nuclear power in this type
of cutter.”

Aside from the foregoing, and since we have no special information or
knowledge relative to the need for or desirability of such legislation, we make
no recommendation with respect to its enactment.

Sincerely yours,
JoserH CAMPBELL,
Comptroller General of the United States.
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(The following agency comments were subsequently received for
the record.)

U.S. Aromic ENERGY CoMMISSION,
Washington, D.C., March 24, 1961,

Hon. WARrReEN G. MAGNUSON,

Ohairman, Committee on Interstate and Foreign Com merce,

U.S. Senate.

Dear SENATOR MAGNUSON : By telephone eall on March 6, 1961, Augnst J.
Bourbon, professional staff member of your committee, requested that the Atomie
Energy Commission furnish its views on S. 966, a bill to authorize the con-
struction and equipping of three Coast Guard cutters designed for icebreaking in
the Arctic and Antaretie regions, and for other purposes,

The purpose of the bill is to authorize the Secretary of the Treasury fo con-
struct and equip three cutters especially designed for icebreaking in the Arctic
and Antarctic regions. According to the bill, the cutters would further the in-
terest of national defense and would provide necessary facilities for the Coast
Guard in the performance of its duties. In order to assure that the cutters
would be of the most advanced practicable design for the functions they will
perform, the bill provides that the Secretary of the Treasury shall conduct a
feasibility and development study (involving a sum not to exceed $500,000) as
to the utilization of nuclear power in this type of cutter.

Proposed legislation to provide for an icebreaking vessel was introdueed in
the 85th and 86th Congresses. The original version of ILR. 4, Stth ( longress, is an
example of such proposed legislation. That bill was identical to H.R. 9196, 85th
Congress, which was passed by the 85th Congress and was subsequently vetoed by
the President on Augnst 12, 1958.

8. 966 differs from H.R. 4, as introduced, in that the latter bill specifically pro-
vided that the icebreaking vessel authorized by the bill would be nuclear-powered.
As noted above, 8. 966 does not specify the type of propulsion unit to be used in
the cutters but requires that a study be made as to the utilization therein of a
nuclear powerplant.

The Committee on Merchant Marine and Fisheries, House of Representatives,
condueted hearings on the original version of H.R. 4, 86th Congress, and at the
conclusion thereof the committee reported the bill with amendments (see Rept.
No. 1057). The amended version of H.R. 4 passed the House of Representatives
on June 8, 1960, but was not enacted at the close of the 86th Congress, 8. 966,
S7th Congress, is virtually the same bill as the amended version of H.R. 4, 86th
Congress.

As the Commission indicated to the chairman, Committee on Merchant Marine
and Fisheries, House of Representatives, in reports on prior bills on this sub-
jeet, the determination of requirements for icebreakers, whether nuclear-powered
or of the conventional type, is not within the purview of the Commission, but is
the responsibility of other agencies. We therefore have no comments on the
merits of the bill,

If the bill were to be passed, it is recommended that it state that the study
contemplated by the bill be conducted Jointly by the Atomie Energy Commission
and the Department of the Treasury to take advantage of data and developmental
material already available in the Commission. This could be accomplished by
amending section 2 of the bill to read as follows :

“Sec. 2, In order to assure that the cutters authorized to be constructed by
the first section of this Act shall be of the most advanced practicable desien for
the functions they will perform, the Secretary of the Treasury and the Atomie
Energy Commission shall Jointly conduct a feasibility and development study of
the utilization of nuclear power in this type of cutter.”

We have been advised by the Bureau of the Budget that there is no ohjection
to the transmission of this report from the standpoint of the administration’s
program.

Sincerely yours,
GrLENX T. SEABORG,
Chairman,
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THE SECRETARY OF COMMERCE,
Washington, April 28, 1961.
Hon. WARBREN G. MAGNUBON,
Chairman, Committee on Interstate and Foreign Commerce,
U.8. Senate, Washington, D.C.

DeAR Mr. CHAIRMAN : This letter is in reply to your request of February 18,
1961, with respect to 8. 966, a bill to anthorize the construction and equipping of
three Coast Guard cutters designed for icebreaking in the Arctic and Antarctic
regions, and for other purposes.

The bill would authorize and direct the Secretary of the Treasury to construct
and equip three cutters especially designed for icebreaking in the Arctic and
Antarctic regions to be operated by the U.8S. Coast Guard.

Additionally, the bill would authorize the sum of $500,000 to carry out a
feasibility and development study by the Secretary of the Treasury into the
utilization of nuclear power for these vessels,

It is anticipated that Alaskan statehood will cause an expansion of merchant
shipping into areas impeded by ice conditions. Similarly, the recent opening of
the St. Lawrence Seaway will place additional burdens upon icebreaking facili-
ties in the Great Lakes, in order to gain maximum economic advantage through-
out the operating season. However, this Department has no information as to
whether this legislation is needed to enable the Coast Gunard to meet its re-
sponsibilities, and therefore defers to the Department of the Treasury on the
merits of the bill.

The Bureau of the Budget advised there would be no objection to the sub-
mission of this report from the standpoint of the administration’s program.

Sincerely yours,
EpwARD GUDEMAN,
Undersecretary of Commerce.

Senator Bartrerr. The committee will now stand in adjournment.
(Whereupon, at 12:02 p.m., the subcommittee was adjourned.)
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