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CCEAN TRAISPOR
12 March 1946

. ASHTOI :
Transportation by water was an important agency or link in the cihain

oi produciion and distribution of articles oi coumerce long before the
_advent oi the railrocad. The sreat cities of antiquity, as well as those

wof more modern times were located almost without exception on the shores

Tof navigable bodies of water. And water transportation continues today
to be a major medium for effecting the exchange of the products of the
various areas of the Glooe.,

Ocean.. caryiers dur ing the ten years before the wvar carried each
5year frou 50 to-over 100 million long tons. of cargo between the United
States and Toreizn countrles. -.They also carried iromn one to two million
vpaseenders annually ' Lo AT

”atez transport partlcularlv ocear transport i closel linked
with tranS)oro by rail end other inland agencies. The terminal facili-
ties of each run into each other, and are frequently operated undexr Jjoint
errangeuents. Tire railroads own and operate ‘plers- and docks at many ports
and the facilities for interchan;e etween rail and water” carriers are
in many imstences highly developed and the operatlon closely integrated.
Docks and sterage warehouses, srain elevators and pler° are commonly
provlded with railroad tracks and switching connections so &s to facili-
tate the throush movement of traffic and special iuport and export rates
are regularly granted by rallroaa° o encoufaée this throvgh traiiic.

t

Types 01 Ocean Serv1ces & Carrlere

1. 'Chartered or tramp service,.

2... Regular liner service.

'3, Private industrial carriers. .

Tramp operators usuall3 do .buginess tnrough omohers located at the
chief ports. - Vessels may be chartered either for. a: specific voyage cr
for a period of time., They do not need to prov1de themselves with port
facilifies.now: generally with an elaborate orgenization. The vessels
aré ou1lt for. economlc operation rather than speed. B

Line service vessels may be either:

. iail & passenger express liners.
. Combination - passenger & Ifreight.
. Cargo liners.

\N O

Private Operators include the biz oil Companies tanker services
and similar services. _ . DI




Qcean

Nloutes

North Atlantic ~ 3,000 miles. Garries the heaviest traific of
all routes (Freight & Passenyer).

dastvardé traific is farm products, raw materials and manufactiures.

Westward traffi¢ - smaller in volume, mostly manuiactures. '
U.S. ionnage - (1939 - 52 OOO gross tons - U5 shlps)

Suez Cansl Route - 12,000 miles. Fron Amsrica & Burope o the

(India & Far Zast). Has a great many feeders along the Medi=’
: terranean & Persian Guli.’ U.S, Tonhage '~ 172,000 gross; 20

“ vessels~- pwewar.

A «lg. .

Panama Canal Route - 2,000 m’les.

Is the United States Inter-costal Route and also an extension of
Carlbbean ROLte, ané part o:i Pacific routes lrom ‘east coast.

Soutn:Afrlcan Route - cOO mlles to Capetovn. Connects Europe

& itforth America with outh A;rlca, Australia & Bast Indies.
Tonnage - (193S) - 82,000; 13 ships but is expected to require
21 shiz ships ~ 135,000 tons 1n the postwar trade. An 1ncrease Jin

.U.S. Tonnage of O5p.

South Amerlcan Route - 12-15,000 miles." Connects North & South

- America - both coasts. Tonnage (1939) was 303,000 tons, 43 -
. vessels. Tnls is exnectec to inerease to h53,000 tons or 55
. saips. - #5C%.

Caribbean Route'- 2-3,000 miles. Vessels enter the Guif to

. handle the arain, cotton ané lumber exports from our Gulf ports

or to "make the circuit.” Tomnage - 353,000 grose tons (1939)
57 vessels. Zxpected to decrease -slightly in the coming period.

Horth Pacific Route - k,500 miles. Connects Torth America and

Asia., It is the shortest trans-Paciiic Lioute. Tonnage (see
total). o : ' -

" South Pacific Route - 6,800 miles. -From North America to

Australasia via Honolulu or via Tahiti.

-The Tast mail route srom Australia to Europe has been across the
- Pacific:to San. Francisco or Vancouver - -across the continent by

rail to New .York or Halifax and on by express liner to England

and Zurope.

Tonnage - (tctal trans-Pacific was:in X939, 200,000 and is ex-

pected to increase in the postwar period to over 700 000 tons -
©5 ships.- tiore than a tUO‘LOld 1ncrease ) .

In 1€3Q there were a total oi 271 Unltea States dry cargo vessels
operating on these routes with a tctal gross tonnage of 1, 7hO 000. The
Maritime Ccrmission estimates postwar needs on- these routes to be ap-
proximately 3¢5 vessels of the total of 2,565,000 gross tons.

Tith respect to Tramp or Charter service - there are two iypes:
Time & Voyage Charter.
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Crdinary commercial time charters contain certain stipulations as
to the seaworthiness oi the vessel, condition of 1ts engines, hull, crew,
the responsibility of its mester to both the owner ‘ang charterer, the
trading limite, the nature of the cargoes to Ybe carrled duration oi the
charter, le:Slon of expenses, etc.

VOJ&QG Cnarters -;3

Contaln clauses in whlcn the ‘ovmer Gives the ueual werranties st
garding the ccondition of the vessel, the ports to be reached, the nature
of the eargo, etc., mcludmu demurrage paymente for ‘excess. "laJ days®.

Three Types of beage Charters

.;‘Gross Form Voyage Charter.
. ~ilet Form Voyage Charter.
3. Modified gross or net Chaxter.

-

1. . GCovers the entire transportation service .ncluu;ng loadlng, unloaelng
and port charges. : T

2. Covers only the actual transportatlon from port to port Loadlng’and
discharge may be performed by the ship, but at the charterers expense

3. Covers services as specified and may be cJose to elther the gross or
net form with specified exceptions.

S In Worla ”ar I the Unlued States Shlpplng Board Emergency Fleet

Corporatlpn chartered shipe through .its own speclal types of tiue charters.
Their provisions were changed many times to nmet partlcular c1rcumstances
as they developed.

These agreements were apt to be of the "bare boat" type in which the
ovner supplied.the vessel and the governuent quppllea the offlcers and
crevw, Ifuel and other supplies needed to operate 1t

Under & later form the ship agent agreed to pay all expenses inci-
dent to operation but such payments were for the account of the govern-
ment. The agent agreed to accept orders from the Government relative to
.charters, rates and other charges.and to issue bills of lading etc. as
‘prescrlbea hy the Shlpning Boara, to accepu i&e;ght and other payments
and deposit them in banks as spec;rled by the Emergency Fleet Corp., to
draw against, such dep051ts only as directed The GoVernment agreed to pay
the agent deiinite commigsions based on gross fre;ght, aead freight,”
demurrag;,e3 express, mail and passenger revenue earned - (Commlssxons ranued
32 to 72P

Unde: these agreements the agent was prohlblted from: tradlng with a
concern.in which he. hadtullnterest w1tnoutAwr¢tten apnroval by the ‘govern-
ment.. Any special profits accruing, from SerVICeB rendered or supplles
Turnished were to be accounted for and pald t6 the bovernment :



Ocean Frelght ates

- Tot* 801ent1fically workea out. : R
Wo distance. scales apply as with the rallroads. o
Few fixed rate structures, .

Fo classiiication as with railways.

There are numerous commodity rates and general or blanket rates for
other merchandise based on either a ton by weight or by measurement
o;ten at "Shlp B optlon,” wnlch generally means whichever 1s hlgher.

‘Rateg -on the various routes are established by Conferences or Rate
Arreements vhich may also include or cover such matters as vharfage
charges, allotting of ports, number and character of sailings, poollng of
traific or ol earnings, including profits and losses.

They help to stabllize the rates and se behefit the shipper; but they
are apt also to keep rates al a level high enough to support the least ei-
flclent member of the pool

Ocean llnes endeaver to fix their rates at "vhat the traffic will -
bear"” i.e. the "value of service” principle. =Iven within the confererices,
hovever, there is some competition but chiefly of service. Berth cargoes
nay be carried 'at other than conference rates. lioreover, conference
rates are influenced by the competition of non-ueubers, and tramps.

International market situations also have an important influence on
shipping rates, which are to a considerable degree based on the Equaliza-
tion theory of rate-making (explain). - This means that rates are offered
which will neruit traders tc enter markets to & certain extent reégardless
of their relative distances from the particular market. The rates in
such cases are not on a strict distance basis - they may be blanketed
over a considerable area. '

Ocean saipping has adhered to the tradltlonal "free entérprise”
gsystem of doing business more  steadfastly perhaps than almosu anv other
agency Oi prodactlon.

REGULATIOV OF OCEAN TRANSPQRT

-~

i

Government regulatlon of ocean transport has not advanced as rapildly
as with inland.transport largely because of the international aspects and
the consequent inebility to, exercise effective control over more than a
small segment of the operations. (Prlor to World War I our government
attitude = Laissez .- faire.. Vorld Wer I brought houme the nece531ty ior
a change of policy.)

' The Shipping Act of 1916 which. created the Shipping Board vas en-
- titled: “An Act to establish a United States Shipp;qo Board for the
purpose or encouraging, developing and creatlng a naval auxiliary and
naval reserve, and a merchant marine to meet the requirements of the

- ) -
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commerce oi tae Unltea States with 1ts terlltorles and possessions and
with ;orelgn countries; -to rerulate carriers hy water engaged in the
Lorelgn and 1nterstate comrerce of the Uhited States: and ior other
purpose P )

The Poard: starmea w¢tn ;1ve members, was incretsed to seven in 1920
anc¢ then reduced to three by the Economy Act of- -10%2 -when. the Board be-
came & bifredu®in .the Department of Cormerce. The TFeéeral.Coordinator
erecommenaea transfer of ite fuactions to the Interstate Commerce Commis-
Usion: < It rsver: had more than linited regulatory authorltJ and pxomotlonal
acn1v1tles took up most of its time. : :

S RIS I

THe 3 Board: haa power to approve or dlsapprove conference adreements
and its approval made such agreements legal. : - c e

The original Act as amended in 1920 prohibited deferred rebates,
but not necessarily other rebates. It prohibited "fighting ships,” and
retaliation against shippere.

Federal Aegulan1on e, . ?:*}T' e

Sl

;s

F e Sh:pplng Act of 1016 in addltion to’its regulatory pfO"WSLonS
also authorized the Shipping Board to take over theé’ coastruction .and.
_operation -of vessels in an emergency. And at the ‘end-of World iar: I in
conformity - -with these provisions, and with the Act of 1920 the overnnent
did continue to operate a fleet of veqsele‘thrcu'n the Emeruencv Fleget
. Corp. as" vou znow.' These: two acts redulred common ‘carriers’ to ille maxx—‘
not fix rates Hor ef fectwvely control competi,lon because it dldn't reach
minimum rates The Act of 1933 which afiected chiéfly inter-coastal.

; carrlers alc not advance the Board's control.

o Tne MErcnant xmrlne Act o¢ 1936 creabeu “the Marltlme Commission and
: transferrea +he Shipping Boa:a'o powers to it; Put the main. purpose of
:fthe Act of lﬁpb was to build up our mercnant marine. © As -amended in 1038
'however,'ﬁt ‘did give the commlsSLOn .power to orescribe rates in cases
where former charges were found unjust or unrsascnable &nd brought. all
common carriers by water under the Act. And rates vwhich. alscrlmlnate
against United States exporters-were prohibited except that no authorltJ
has been given over the charter ‘rates in tramp service.

;.,,“ﬂ hegulatlon ofi:carriers: by water hes developed very slowly because
of adverse séntimedt ‘on.the part. of the publlu. ‘Biit there are definite
1~advantages to be ﬂained sqme of whlch may be enumerated.

’;:fBeneflos from negulatlon of Water Transnorﬁ
'T”ﬁiig uegulation provxdes protectlon of publlc from.unfair and Ais-
crlmlnatlng practices of the carri ers.uhf
2. It provides control of competltlon to ellmlnate dem.oralwzlnU
methods.



5. It provides stability and permanence of rate structures enabling
shippers to market their products in.a more. orderly mnanner and at the same
tine conserving revenues of the carrlers...

L., It provides advance notice to the puolic of contemylated changes
in rates.

5. It provides equitable development of ports thru elimination of
discriminations by carriers as between various ports.

6. It makes for elimination of financial abuses in corporate
structure of the carriers.

7. And the prevention of the elimination of financially weaker
carriers by financially stronger ones.

8. It provides assurance of adequate and dependable transportatlon
services and facilities.

9. It gives the publlc the advantage of reglsterlng complaints o
against, and being heard on, practices of the carriers which adversely
affect it,

Sdme of the bisedvantages pcinted out by operafors arei;:e

1. Lack of flexibility in rates. _

2. Restriction of managerial functions of carrlers."

3. Tlxlng of rates at levels which will not attract the trafflc.

L. Requirement of certificates for common carriers and permits
for contract carriers to engage in transportathn restrlcts the carrler
right to enter business.

- 5. Increased coste due to ¢ncreased burdens and restrictions

placed on the carriers by ¥Hegulation ceuse 1ncreased rates.
N 6. TFosters private carriage - Shlppers provide ‘their owm trans-
portation facilities to avoid red tape of regulated carriers.

7. Tendency :of rebulatory procedures to be modeled alter those of
carriers with operating characteristics entirely dlfferent fron Water
carriers.

Some shlp operators also claim that serv1ce to cotmerce and defense
-contradict each other - ome calls for econemy. and rellablllty, the other
tends to dictate uneconomic speeds, extra bilkheads, and other changes
that tend to reduce earning capacity. But the government has a aeflnite
responsibility to maintain adequate services to safeguard both commerce
and defense. . :

IMPACT OF VAR

Y

Prior to our~entry‘infoithe war, U.S. merchant shipping was under
the jurisdiction of the Maritime Commission, as the statutory regulating
agency, established under the Act.of 1936. Cooperation of American
ship operators in the transport of military, lend-lease and other emer-
gency cergoes had been largely on a voluntary basis. When this country
became an active belligerent, however, the magnitude and nature of the
problems faced made it seem necessary to have a special war agency with
powers to deal with the operational and other problems peculiar to war.



The policy foll’o‘v'eé‘%'vés essentially similar to that in the case of domes-
tic transport.-The nature and. composition of existing agencies was not
considered adapted to the prompt handling of war problems.

The magnitude

cf the probvlem is indicated by the increase in por‘b actlvity shown in
-the- :f’ollowmg flgures and chart

Num'ber of Cars. Unloadsc}

1940 1ohy % of 19k

Total . Atlanuc S

(Uraln & gbneral) o 373,975 1,071,801 286.6
Total Scuth Atléntic ‘ : Co S

(grain & general) 19,46k 72,550 372,77
Total Gulf’ Reg;mn

(grain & general) 162,627 158, 669. - 97.6
Total "'es‘; Coast‘ S AR

(graln & general) 599,568 L 905,169 © L 317.86

_ch;and T_cg‘_cg_J:' 1,155,632 3,208, 27 9

New York, I.Y. 229,579 592, {65'i 258.2
New Orleans, La. 19,963 85,502 L 17L.3
Sen Francisco, Cal. 20,259 201 260 3,15'7.‘7
Seattle, Wash. k,876 71+ 157 1'.'5'20

Sbbx;c}é;( From the  Office of Defense Transportation
R _\aL.Lway 'I‘ransporu Div1s1on - J_,xpor“b - Import Sec.»

The Var Shipping Administration was therefore created 7 February
19k2, vhich took over practically all the functions of the Maritime
Comm1ss1on e:xcep‘b ship cdnstructlon. Tts responsibility extended to all
. nhases of shlppmg, 1ncludmg the purchase, conversion and menning of
'vessels 5 com:rol of port 1acilrbies, tra.ming of crews y lnsurance ; etc,

. Tne '1rst problem faced vas a shortage of Amerlcan flag tonnage.
Cur mérchant Tlest was’ composed of roughly 900 dry cargo vessels and 440
tankers with a’ Comblned canac:Lty of a.pproxmately 11,850,000 deadveight
tong at the oeblnning of” the war ' The major responsibilities of the:Var
Shlpplng Admmlstration werég: 1) Shipping requirements of the Army:and :
Navy, 2) 'I‘ransport of Lend Leasa commodities, chiefly to. Great Britain
and Russm,, 5) Importatlon of quota° ‘set by tae War Production Board:of
esgential raw materlals 5 h) Gomls edtdblished by the State Department
and Foreign Lconomic Adnilnlstra‘blon for sh1pnn=nts to I.atln Amerma and
other allied countries. -



The necessity of utilizing the shipping available with the utmost
efficiency required that there be no duplication or overlapping of
services. Accordingly, the Combined Shipping Adjustment Board was
created as ‘the coordinating agency, principally between ourselves and
Great Britain. ‘Thig Board was responsible for. the allocation of vessels
to the various services required regardless of ownership. Working
through the Yar Shipping Administration, it also allocated vessels to
the various United States ports in accordance with the individual port
capacities, previously deteruined in conjunction with the Office of
Defense Transportation. Allocation of freight to the ports. from .inland
origing was arranged each week on the basis of avallable shlpplng at
each port through permits issued by the Office of DeTense Transportatlon
as explained by Mr. licCarthy in his lecture.

As in the case of land trangport, the excessive demands made upon
the merchant fleet during the war are reflected in the distribution of
bottoms among the several claimant agencies. Thus, the ship allocations
in-a typical wonth in World War II were as follows: Army 41 percent;
Navy 13 percent; aid to Allies (Lend-Lease) 30 percent; all other 16
percent. Assignments to the Army and Navy were in addition to merchant
vessels owned directly by these agencies. However, Aruy and Nevy ships
assisted at times in carrying non-military cargoes. Of the 46,971,000
long tons of dry cargo exported from the United States in 1S43 American
ships carried 36,596,000 tons, of which 96 percent was carried in Var
Shipping Administration vessels, and 4 percent in Army or Navy shipse.’
Vessels of United Kingdom and Russia combined accounted for approx1-
mately million tons, or 20 percent. :

Although the number of ships available increased steadily due to
our shipbuilding program end increasing success in combatting the sub-
marine menace, the rapid expansion of the area of combat required con-
stant careful allocation of ships to the various services. The invasion
of Africa required diversion of an enormous number of vessels from other
uses for a considerable period of time. On the other hand, the quick
defeat of the Axis armies in Africa--considerably ahead of schedule--
made large numbers of ships again available for other services. Flexi-
bility in the handling of these vessels by the Var Shipping Administration
prevented serious loss of ship time.

‘The volume of cargo carried durlng the wer .vas. ancreased both by .
the increase in number of vessels resulting from the ship construction
program and by improved utilization. Better loading metnods were -devised
to utilize Full cepacity. Tankers were equlpped with snec1al skeleton-
decks, and deck cargoes vere regularly loaded on dry—cargo vessels, All
ships carried oil in excess of voyage requirements which was discharged
at. foreign poris for usé overseas.’ Some 3,600 000 . barrels of .petroleun
products were carried to varlous p01nts of the. United Klngdom in this-
mammer during 1943, Var Shlpplnb Admgnlstration representatlves statloned
at stratesic points all over the globe ‘also expechted vessel movements
and provided caxgoes for return voyages. These representatlves had _
general ‘supervision over cargo handling, bunkerlng, repairs, and other -
operating matters. They also supplied valuable *nformatlon not~other—
w1se avallable, and agsisted in the constant reroutlng of vessels in

-8 -
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response to the fortunes of war., But wvartire operation was not highly
efficient in every respect. : In. peacetime ebips operate on routes and
to points where profitable- cargo is available, but .in wartime vessels
may be sent on long, time-consuming voyages under conditions which
militate against effective utilization of the time. factor. Time is lost
by the movement of vessels in convoys because of the . impossibility of
having all the vessels loaded at the same time, end also because .actuel
movement in the convoy can be only as fast as the speed of the slowest
vessel. The convoy system also increases certain dangers such as that
of collision, -In World War II the turn-around time for fast freight
service between the U S. and Britain was increased frem .25 days to 70
days. g o . ‘

Average turn-around time of troop and caréo vessels in Army Service.

..The: ships included ended their return voyage in the. ‘months of
January, Februery, March, April and May 1943 :

Los Angeles

A

LA

Source: A.S.F. Transportation Corps - Progress,Bepgrps

Cargo Ships Troop Ships
e o e, - No. of Turn-. No. of Turn-
From CTe L Round = Around  Round Around
R Voyages  Time . Voyages Voyages
(days)
New. York : Casablanca 67 . T79.2 26 50.8
New. York - : - Orgn - S 79.3 | 32 53.1
New York United Kingdon 25 60.7 - = - -
New York Suez 4 20%.0 - - - -
New York Gold Coast -~ - - 1 78.0
San Francisco South Pacific 17 - 141.8 22 79.4
San Francisco . Southwest Pacific | .10, 0 115.3 13 70,5
. San Francisco Hawaii . 67 . T hiL9 9 32.6
New Orleans Canal Zone .. o 215 .0 k05 .8 43,2
New Orleans. Trinided & Surinem - b7 B5.0. 1 56.0
New Orleans .- Puerto. Rico N (% - - - - -
Seattle . Aleska . A6 k25 16 54,6
Boston -.-.Greenland. = .-, . ) S102.3 0 2. 68.0
Boston . . IR Wewaundland»~ .8 10,3 1 24,0
Hampton Roads.. : - . Suez.. . .- 20 2le.0 .. - - - -
Hampton Roads.. .: . Bone or Philippev1lle 32 95,0 L -- - -
Hempton Roads:-: .. .Bermuda .. - 5 . .. 11.8 < - - -
Hampton Rosds ' ,dCasablqnca ey - 12 '70.6 - .= - -
Hampton. RO&&S}u . :Pergisn Gulf via, S Afr( .1 .167.0 - - - -
Charleston. - ~Indde- . a0 oes 6 185.1. - = - -
Charleston - Gold.Coast - 5 7 L Wo3 L - - -
Charleston Rio de Janeiro L X79.00 =z - -
New York - H. Rds. Phllippev1lle - Bone S 12 $7100.2 - - - -
New York -+ Iceland . o - 1 53.0
New York Persian Gulf 1 256 0 - - - -
Canal Zone 3 57.0 - - - -



} Part of this increase was due ta port delays awaiting cargoes or
cargo handlers, inavailability of berths, loading facilities, etc. This
has been true particularly in the relatively undeveloped ports in some
theaters, vhere vessels spent weeks, and even months awaiting a chance
to unloed their cargoes. The facilities of many ports not normally im-
portant in peacetime had to be expanded to take care of war needs, as was
' done -2t Bombay, the Persian Gulf and in the Red Sea.

Another wartime factor milltatlng agalnst eff1c1ent use of ships is

the matter of repairs. In addition to the extra repairs requ;red as a
result of war damage, repair yards were often required to equip veasels
with protection against war perils, and to convert vessels assigned to
special operations; cargo vessels have been converted to troop trans-
- ports ori‘auxiliary aircraft carriers. These several factors affecting

vessel turn-around time made it necessary to use ten vessels to do the
work done by seven vessels in peacetime. :

The optimum in ship operation is to sail a vessel both "full and
-dovm"; i.,e., Yoaded both.to her cubic and weight capacities. Thig ideal
gituation is rarely attained even in peacetime. During the var the
character of the cargoes was determined by strategical considerations,
wvhich took no stock of ideal loading combinations. Decause of the in-
evitable shortage which developed, however, every effort was made to
load vessels to maximum capacity even to the extent of permitting deeper
loading than is normally lawful in peacetlme, as was done on the inland.
waterways, also.

Ship Constructlon

“ The enormous increase in the demand for sn1901ng during a global
conflict make the problem of new construction one -of paramount . importance.
Therelore means were provided at the outset for increasing the ship
tonnage as rapidly as possible. The effsctiveness of overseas operations
depends upon the availability of ships. Ship construction programs have.-
therefore formed an integral part of the general war efiort in both Vorld
Wars I and II, - Ship construction in the recent :instance was spread
among more than 50 shipyards located along. the Great Lakes as weil as all
the coastal areas. Approximately 47,000,000 tons of shipping were de-
livered during the three years 1942, l9h51anﬂ.l9hh A total of 1881
veéssels, aggregating 19,025,000 tons were constructed in 19LL alone. .
From the inception of the ship construction jprogram-in 1937 to .the end
of the fiscal year in-19LL there were 4910:vessels built at an estimated
cost of $8;382;67L,000. This represents the greatest ship construction
achievement- in-the history of the world, 1ncluding as it did, vessels of
varlous types and glizes. DA -

The deep sea tonnage of the Ublted States ae of uafch l9h9 had
reached the following figures: oo

Dry Cargo, including troop ships 36,169,000 dv. tons
Tanker Services 13,kh7,000 " M
Total U.S. Controlled - Cor ko 616,00 "

- 10 -
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This compares with approximately 12,000,000 deadweight tons of U. S.
registry in 1939, with a total world fleet at that time of 75,000,000
deadweight tons, The total tonnage of all nations today is reported
to be 84,804,000 dw. tons. This means that this country's merchent
fleét has" iucreaSed from 16 percent of the world's total .in. 1959 to
"Just under oO percent of the present world tonnage. L e

The exoansion of ‘the merchant fleet produced the. nroblem of ob-
taining the manpower to operate the vessels. The Maritinme Comnission
hed established a training division for both officers and unlicensed

personnel vhich was transferred £6 the Coast Guard early in 1942 and
then returned to the War Shipping Administration in Jyly of the same
year. ' The prewar: meychant fleet had employed 50,000 to 70, 000 men.

It was estlmated that 150 000 more men would be reguired, and thls esti-
mate was subsequentlJ raised to 200,000. Accordingly, in add;tion to
the training program a division was set up in the War Shlpplng Admin-

_ istration to recruit experienced men who had taken Jobs on. shore.. Vhile
there was some delay to veéssels for lack of crews, these delays declined
steadily alter the end of 1gk2, Certain of our Allies maintained man-
power pools here also. i S e

In the requisitioning of ships, because of sharp price. raises ex-
perienced in the early stages due to the heavy losses, the. prollt in-
centive: was eventually reduced by paying ‘the ship. operators ‘Tixed fees

- ag oberating agents for the Government in addltion to the prescrlbed

- charteér rates for their ships. Under this arrangement the War Shipping
Administration assumed all operating responSLbility as well as insurance
‘liability for war-risk losses. The charter rates and values were the
result of long negotiations with the ship owners and were based on a
price formula computed on ship values not enhanced by the war demand.
-In thls way an 1nflatlonary trend in prlces was halted ‘

A complete appralsal of the management of our merchant fleet dur1ng
‘the: war ‘must await the historical analyses in progress now. Jar opera-
- tions..were unavoidably inefficient in some respects. Outbound vessels
_had toisail to thé theatres of war vherever they were; and ‘the war s

. . ShippingiAdministration policy was to bring ships ‘home' in ballast if no

"essential’ cargo was availeble in porte on the home route in order to
1ncrease the number of outward voyages with materials of war.“x

B In the early part of lQh} ‘the -C. I 0. ofiered a plan t0. reorganize
..all, shlppln& operations... It proposed tri-partite control 'of all ship-

ping. aCthitlﬁs, -each; tri-part;te ‘body to consist of representatives
'.of Lehor, Management.and Government - to be extended through the various
levels of organization. - -Adm. Land-in his reply p01nted out that

1. Army & Navy had well established symtems

2. Plan.would result in diffuslon & @lspeyrsion of . executlve con-
‘trol which vould produce confusion and delay. . e :

‘ 3, Su1d éndanger secrecy of operatlonq.__“

He admitted at. the samg time the benefit that would derive from sugges-
tlons made bv Labor representatlves which.were uelCOmed.~dz. o

.....
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Inthe matter of vessel -construction, in the Act of June, 1940, it
vas stipulated.that deliveriesc of material under: all Army and Navy con-
tracts be given first priority over all deliveries for private account
or for export. A priorities committee was appointed by the Army, Tavy
Munitlons Boacd 'bo harmonlze plans of. botn services. ;

Durrng'the period beuween Pearl Harbor and creatlon of the ”ar
Shlpplng ‘Administration; the Strategic Shipping Board appointfed by the
Pregident, supervised the allocation of vessels. Liaison betwveen. the
War Departuent and the Maritime Commission was maintained:through Trans-
vortation G-L informally by conference or phone. The Var Shipping
Administration inherited this .conference method of doing dusiness.
Meetings were held each week at wnich a kind of barter for shlps took
: place betWeen the Army, Navy and other trades.:, '

Army and qavy requirements for vessels were. co: puted monthly ~ by
the Planning Division, Office of the Chief of Transportation.ior the:
Army, then the joint staff planners determined the combat loaders re-
‘quired; Army-Navy Petroleum Board the number -of tankersa; War ‘Shipping
Administration vessels needed for Lend-lease and icommercial purpeoses.
These estimatés were adjusted against the prospective ship availability
by a joint transportation sub-committee. The joint chiefs of 'staff then
‘made recommendations to the Maritime Commission. . There were tvo War:
Departuent -representatives on the Snlpbuildlng Stablllzatlon Commlttee
of - the War Productlon Boarq also. : :

" In order to more closelv define Army - War Shipping Admlnlstratlon
relationships a memorandum of agreeuent was signed .in June,- 1942 by the
Commanding General, A.S.F. and the Deputy Director, War Shipping Admin-
istration outllning in some detail the respective responsibilities of the
two agencies. There is not sufficient time to give the details oi the
'Separate clauses of this agreement here, bul they are available in the
Army Industrlal Collebe Studj indicated on the list of references which
_you have._ ' . . :

Cargo ‘$hip requirements were worked out 4-6 weeks in’ advante indi-
cating where and in vhat amount cargo would be pleced. Final arrange-
.ments for deployment of ships were made in’ sem;—weekly meetlngs of the
Water Dlv;slon w1th Var Shipping Adminlstratlon._ The Nbvement Offlce,
in tne Office of the Chief of Transportatlon, determlned the require-
ments for each port 1nvolvea 1n troog movements and LﬂdlCated when &
where each ship was wantéd.

*The Army also had a representatlve on the uar Produotlon Board
Coumittee dealing with the importation-of strateﬂlc m&terlals since . Army
vessels were sometimes used for that purpose. . ... 4

: It may. fairly be said, I think, that vhile the War Shipping Admin-
1strat¢on was .ostensibly the agency in control of ocean shlpplng the
memorandum of agreement of June, 1942 put control of ships used by the
Army largely in the hands of the Army itself.
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At the time of Pearl Harbor the naval transportation service was
mot . fully:-activated, so that it was the practice of the various ma-
teried bureaus to. dsliver. ‘their shipments tcv commercialicarriers at
tidewater, or to the fleet service forces directly which:controlled
most of the Navy's auxiliary vessdels. There had been:worked out.with -
the Meyritime Gommission & procedure by whick merchant vessels could be
recnmsltloned by the Commlsswn and ‘turned cver to“the Navy;:but.there
was ng procedure or agency which would determine how many vessels. were

g required 01, . the relatlve urgency. There had - éxisted an agreenent be- |
tween ~the Army a.nd tne Navy under which the Navy would man.and Qperate,
: Aemy - trangpert. sewlca ;.88 vag done - to some extent at least -.in: ;
~Workd Waxr. I, Bu:c 'bhe Army ‘retained control of: its fleet:.and. even. m—
creased it by charter’ agreements with the Maritime Commissmn._. s

sy Ther e@‘babllshment of an effective shipring organlzatlon at the out-
hrea.k of . war. vas, mp:re dlfficult than in the case 6finland transport
because, the. questlon of operatlng control, which remained in private. ..
handg: for npmestm transport , vas an unsettled policy -im-the--cage;of ship-
ping.: "51'1': R, eveni:ually resolved, as already indicated by, the: gevernuent
taking over control thru the Wer Shlpplng Adriinistration and having.the
ship owners operats their vessels asg" af*ents of the government .. .One .reason
- thae :mny.-Look over control of its transport service was that the IIavy
dldn ‘o have Jthe personnel available to do 1t when war came._ Lo
The suua,tion created a sort of aamlnistrative vacuum 1m;o wh;xélx
three policies were penetrating - the Army; Navy &nd Meritime Commission.
A chaotic situation was averted by the creation of the War Shipping Admin-
istration. But it was almost & year before working procedures were de-
veloped. The issue centered in the definition of the relation between
- civilian and. wilitary, operations. The Army and Navy had agreed to the
. allocamoni ¥y vesse.].s generally by the Wer" Shipping Admimiftration, but
“with:the understa,ndang tha.t such alldcations would-be for-at: -leagt; six-
-month perdods;. but. tha Uar Shlpying Admimstratloxr insisted on alloga-
- tions ‘fox, sa,ngle }mygges. This stand was baséd on the tiecessity: for
5 wessels: carrym;, a mllltary loa.d ‘outboind &' “oring back civilian,cargoes
WAH: o6 ¥ mtzg&l *nater;a.,ls . Another 1mportant deémand ‘for. shipping came from
i iLend-lease ienuirement§ Long -térm ‘allocations for-exclusive military
mse, it was argued,, wog}ld jeopardiZe these othey ‘deumands. end the over-
.akl, shipping progran m;sh’q suffer 'I‘he War Shipping Administration in-
slsted:that -the tqgal ,shlp program required the-general poeling of. p.vall-
able vessels ; hl$ view won out to'theextént that ships were. pooled
o fox- the most: parf 30 804 - the e Shiﬁ)p'mg ‘Adminiietration determined.the
allocations- 19, tl;e vaxlous ' afieiie 168 1 but  thers’ vass a: good deal: o lee -

8% A_’:’ > pe

and - take in actual Practice’”: L T

. Moreoyer s, the ‘brarisporthhbn’ commitiee: ol . the Joint Chiefs of Staff,
representmg bq‘th Army an& favy = with an asseciate. membeYr i‘rgm the Var
Shl};p.}ng A}imml' tra“ti‘on = vias chabged: w1th'xesponsibility fox,, revigwllng
. /the, ,splpglng req_un‘ements Tor a1 prioposed ‘etrategic underta;clngs. o A
alm;l,ar combmed committee wirked: ‘under the Combined Chiefg ol Sta;f -

with ‘a combined Shipping ‘Ad judtuent Board sz‘btmg in botn Lon,q.on
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Washington representing the civilian side, through which an over-all super-
vision was maintained of the pooling and interchange of vessels according
to the requirements of over-all stratesgy.

‘The Navy graduelly built up during the war a sizable fleet of merchant
vess¢ls_a5'support‘ehipping.which”were.naval.rather“than maritime and
vere therefore manried by Navy personnel. o e

f?eliablefspokemen~for Navy. Policy have teken the position that al-
thoukh it is essential for top.responsibility to be civilian in order:to
provide  thé necegsary. coordination and control, there is a limit to'which
civilign control.should extend into matters of a purely naval or military
character-~ for the Navy they say this means merely that a Navy-manned
and 6peraﬁediahxiliaryrfleet;is‘necessary,.thefsize.and'charapter,of*which
is '® matter For determination by the Navy, .subject only.to review by the
President-and Congress. L e

‘Navy control over both Naval and War Shipping Administration vessels
wae gererally delegated to the various regional or fleét commands. Vhen
& vessel returned to the Pacific coast it was subject to the Commerder,

“ Western' Sea Frontier - the Navy's west coast logjstic command. When ‘it
. moved into a theatre it came under the control of the area Commander. "
_ {(This was much the same as with the Army. ) oo s

The Naval Transportation Service kept a general watch over all ship
operations through daily position reports and periodic port activity
reports. Thus, immediate control wes at the operational level, but was
carried out in' conformance with general policy determined at the top.

POLICY - POST WAR

The policy of the government as expressed in the Merchant Marine Actl
of 11936 showed a definite departure from the attitude of laissez faire of
' éarlier days. Title.I of that Act.states, among other things, that: "It
'i{g hereby dsclared to the policy of the United States to foster the de-
velopment ‘and: encourage the maintenance of a...werchant marine." More-
over, it‘was'recognized that to attain the general objective goverhment
assistance was necessary. It costs more to, build ships in Americén yards

than in Europe consequently -Tinancial eid by thé government &qual to the

difference was provided for. .This. difference may améunt to a third of
the cost in this country or:50 percent @f;theméoét;inAEuropefor England.
In an actual cape-a vessel copstructed for the United States Lines at a
total cost of $15,750,000, the builders received $10,500,000 from the
steamship company and the government paid the balance. The Act, provides

that the government mey in special ceses pay half the cost. =~

' It also costs more to operate vessels under the American flag than

. under many foreign flags, & recent estimate gives 15 percent.. So our
n;éh‘uncle paysjqur'steaméhip operators -an operating differ@ptial subsidy
‘also. American lines holding mail contracts which were terminated the
first of July, 1937 were provided in lieu thereof - operating subsidies
which amounted to more then 5 million dollays:over a six-mbhthiperiod.
_Total 12 million in 1939. : : . :
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--The"questiocn has been raised as to the .correctness of a policy which
1rsqu1res.the taxpayer .{o carry this burden above the cost of having ‘the
carrying: job :done. by .some one else, particularly when certain of these
‘marditime nations: have. to depend to the extent they do on their carrying
trede.. Norway:ll percent. It. would, appear that .we are not only paying
an ‘urriecessary -price - for - the service, but are at the same time depriving

our former.Allies of - purchasing power with wh;ch to buy our products.
Four arguments havs been advanced to’ support the uSe of American
ships in’ our'foreign trade~ e L .
D E O N A S : : :
T-.ﬁ Ships: under our own centrol are necessary to assure contlnued
delivery.of our.goeds,.sxports &- imports. _
“h o BlAmericen: Vessels . proteot our.traders against exorbltant rates.
5. American vessels . tend to 1mprove the service given.
4, Domestic flag competltxon prevents discrimination against ‘our
goods by foreign vessels.

Studies which have been made by the ilaritime Commission indicate
that in 1938 our total liner traffic - all routes was approximately 28
million tons; of this total 11.4 million tons or 41 percent was carried
in United States bottoms. Dstimated total postwar liner traffic (about
1950) is put at 36 million tons, with 22.7 million tons to be carried in
United States vessels or 63 percent.

For line and Tramp services combined thre actual 1938 traffic amounted
to k4.1 million tons, of which 26 percent was carried in United States
ships. The estimated postwar traffic is 56 million tons with 40 percent
to be carried in our own bottoms.

Some representatives oi the State Department have pointed out that
in the past our Trade Policy has been to promote international trade
broadly by permitting general, multilateral, participation. On the
other hand our Shipping Policy has tended to obstruct this. Our Trade
Policy .and our Shipping Policy, however, should be considered together.
Ve cannot afiord to pauperize cur foreign allies if we want to live in
& peaceful world. Tt is necessary, therefore, for us to determine our
needs not in vacuo but within the framework of our international
" relationships.

It should be recalled at the same time, that during the period
before Yorld War I when a very large proportion of our total foreign
trade vas carried in foreign bottoms, there was evidence of discrimina-
tion against us on the pert of these carrying nations. When liner serv-
ice to South America was in foreign hands the service was poor and ir-
regular from the United States, and rates from Europe were lower. The
cese has also been cited of shipments of certain products to points in
South Africa from European sources although the length of haul was con-
siderably greater than 1t would have been from the United States.

In the light of all the circumstances our problem is to determine

as accurately as we can what our shipping requirements are on our es-
sential trade routes and what proportion of this trade should equitably
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be carried in our own shlps. It is generally belleved that ve should
not e*pect to carry in our own bottoms more than 40 yercent of our llner
”trade. On a competitive basis the taxpayer in this country makes up

. the dlfference in the form of subsidies to our shipping. We must have
‘& merchant fleet sufficient for national defense. So far as I kmow,
there is no disagreement on that basic thesis, but beyond that there
does seem to be room for argument ag to the proper size our merchant
Tfleet should assume. A figure of 13 million of tons total has been
suggested as adequate. This would be composed of 4 to 6,000,000 dw.

. tons for Great lakes and coastal services and Foreign trade 7 500,000
dw. tons. With respect to Military Requirements the statement has
also been made that. "the next war won'l last long snough for a ‘ship to
get across the ocean." The suggestion has also been made that an
..Internatlonal Control Agency for shipping be established gimilar to
that which has been proposed for Air Transport.

(25 July 1946 - 200) W.
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