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THE SHIPBUILDILG 1NDUSTRY

-

This 1s either .ay fourta O;—}lfth appearance before this
tiass, end I am beginning to fecl quite at home herc, I am
always glad to come down and talk to this group on shipbuilding,
If T give you any points that arc hclpful, I om glad to be of
SCIV1CEe

We are wc tang loday in what we all ! now 1s a topsy-lurvy
world, in which shipoing plors a very anwortant part. The
shaipburlder i1s tha follow who construcus the ships thet the
other fecllow oporotes or tocl soncbody sinks, and be 1s pretty
cctive todeye. as a mabtoer of fect, our shipy.rds heve ot the
present tie for the Nevy, privete wnberescs ond the keritine
Comission mor. work unaoer way Loan nes cverl prevallec bulore
with thc possaible exceptron of the Jorla w.r period.

The shipbuildor relics for his business voon the Government
and upon private interesls, .nd, as a nmattcr of fact, since the
Maraitime Commission came 1nto the picturce, 1t 1s true th-t
ncarly all shipbuldaing todoy, or I would say et loast 80% of 1t,
1s connested ain some way, dircctly or indircctly, with the
Govermument, Those ships built by praivave intercsts havc a
great many Government rcquircments, so we mght sey thatbt all
shipbuildaing 1s closcly associzted waith the Government throughout,

The shipyards build cxtensively for the Navy ond they build
extensively for privete intcresuvs, — ships of 11 sizes from
battleships down to the smallcst craft for the nevel scrvice
and from the Transatlantic Jiner down to the smallest barge or
tugboct lor comrereicl scrvice. On the commcreiral side the
shipburlder builas for internationsl trade end he builds for
domcstac trades For international trade the ships are
essentially s.cgoing types large cnough to operate cficctively
and safely under any ordinary conditions or stress of wcaticr,.
On the domcstic side he burlds for the intercoastal trade
vesscls that erc simailer to those in the antornational trade
and of siml-r sizos. He builds for the coastwise trede shaps
that arc also cble to stend the stress of weathcr, but which
are generally of a smoller sirze than tnose in the international
or the 1otercoasted trode. Hoe builos o grecy varicty of small
craft usca &8s <ialliwrics .n Jhe acrbors, <nce ae builas chips
of substential sizc that osorite 1a owr sounds, «lso VeX.Ous
craft wnet opercte 1n conjgunction with thems Hc builcds for



the Great Lakes service end for the grest rivers. In fact,
there are extensive facilities for all of these services.

Shipbuildaing and ship revairing, of course, rust go
toget! er as one, They use lhe same kind of men, but the ship
repairer!s function is to keep snips up-to-date and he is
reguaired to look out for their docking and for repairs. He
uses the same kaind of*employees that are used in shipbuilding,
s0 he must be considered as a part of the industry, The
private ship repairer repairs for all private inlecests and
as well for all Government creft except the Navy, He does not
repair for the Navy cxcept in a time of war, Praivate anterests
have token care of the repair and the rejuvenation of ships for
the Quartermaster!s Deparlmcent of the Army and the Engineers!
Department, although once in a while we find one of these
vessels undergoing rejairs in a Navy Yard and naturally ask
why, bccausc the pravate ship repair yards like to get that
business,

I thank that a picturc of whet we have in the world in
shipping today is rather essential to et some 1dea of the
volumc of the industry and what Lt means, and I have reproduccd
a chart that I had losl yeer ond, in fact, the ycar before. I
hope al the end of anothcr jear that I nay be ablc to bring
this chirt up~to-ccte, Tals charl hes boun prepared bo give
you a prcture of the stetus of che shiosburlain, inuuslry to a
recent date, .na 1ts ncods to take cure ol our rapialy
obsolcseing fleut, porticulerly in forcign trade, Thure arc
aveileble where they can be consvlited 1f you wisn Lo Jook at
them, scveral copzes of my stabtcmenl coveraing the points that
I am bringing up. In those Exbibats A" and "D', wnach I havc
attacncd to my staloment, 1t 1s shown that the world shiptuirlding
today for ihc clx pr1n01pu1 maritime nablons 1s somwwhere in the
vicinity of 37: to 38 million tons, of which the United Statles

omed asproximately 8- willion tons. This 1s for vessels of

the scagoing btyve. The actual number of United States vessels
ot the end of 1936 and brought up to date 1s about 1500 scparatc
scagoing craft, cach of 2000 tons or larger and, of course,
supplemented by hundreds and actually thousands of smaller craft.
The chart I have alteoclied 1s presenied primarily to show the
serious condition in which Amcerican shipping an our forcign
trade has becn aliowcd to arift duc to the keceping of wartime
burlt shaps in thecsce scrvices end our failurce to replace them
with modern vesscls while other nations hove kopt their flcots
up to cate. The faigurcs 1 have presented show 875% of all
Ameracen shipping as being over 15 ycars old ¢t the tame tois
chort wes prepered, which weans now that they arc ncarly 18
jcars old ana thet at the samc time Great Bratain, who is the
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largest ship owner znd opcrator in the world, has only 37 end
a fraction per cent of 1ts shapping thet 1s 15 years old, In
other wrds, Great Britain has about 63% of modern tonnage,
whereas the United States has only about 13%, with relotions
to cargo carciers the disparity is even worse, The United
Stotes Les less than 3% of wodern tonnage, 97% of 1t will be
18 yeors old by Janvary 1, 1940, On January 1, 1939 1t was
17 years olu <nd bhece 217 Wan practically no additions to
the flcct praior to Jhat dete,

In che snlopan, ousiress 20 jeurs 15 counueG €5 the
efiective operatun, 1ule o1 srip. leny snips, of co.r.e, o.raie
for rmch lon.er sic.0c3, but duc to cbsolccecenco, cc s liies
and otncr caures, 1t 1s ¢ focl thev the overege 1afc of a snip,
by and large, s cbout 20 ~cers, so 2t 1s 2 foir essunptaion
that 1n counting the cge of ships 1f a flcet as/vaole nos
reeched or 1s a~proaching 20 years of age 1t 1s necorly
obsoloscent. It will obsolesce pechaps foster then zl wall
doteriorcte, This recns that 1f obsolescent shaps arc in
comparition ath newcy ships lhoy are st 2 scrious disadvantage.
That 1s the trouble which nes cxaisteo waith our ‘mcrican mcrchant
fleet since the worle wer, e have jonc on viitn the olc ver—
time burlt zlecct, vherces other nations have built wmuch nodcrn
tomnege. Whet I ncve nad 1o suy 1n comp ring United St tes and
Braitish tonnage eoplics coually well to the four other leading
maritine r-lions of the worle, Japon, Cormany, Italy end France,
all of whom have 2 m.ch lerger oorcentage of wocurn tomnage
then the United Stotes, The *Lratime Commission, creeted under
the Mercaiwcr s Terine wev of 1636, acs token steps to sct arioht
this urfnclnave stbuctv on .n worch american shipping cxists,
and I will ohow ,ou w0 2 fo1 7w onts thot what they have done
will place us 20 ¢ comperc bovel, saorbtime in o much better
situation thon e hove heer ror meny yo rs pasta

Bolore tuuciing on tht subject of shipbuilding itscli tne
shipping wnacr novle construction 1s ratwr interesing os of
the' Jest report of Tloyes o st r of Shipping. The last 1cport
avalleble 1< ¢ 1o o o JTw 0o June, Nelurally the usuel
guartcrly report Lov vie oac ol Sewte ber is uob public e cuc
to the wor, HWoowd eowe o 14 tae belliageront netaons cro
doing <t ithe s..-ent tare 1a chanbuwilding, but uncovbtocly tncy
arc making sti ~vovs (I c's to to1¢ cere of the loes.us rthich
they heve suvfizcicd sinec tre oulrrcck of the 1-r, On the 30th
of Junc Lloycis Legascor ol Shapping shows thet thore v . 2,050,
000 tons of shipping uncer construction, of which Gre t Britain
had about 750,000 tons ¢na the United Stetes 390,000 Lons. The
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United States stood number two in volume of buizldang, the
highest position 1t hes hcld at any time since the complction
of the world War Jar program, end 1t had undcr construction
13.7% of ¢11 world constiuction, vhercas in lhe 5 yeors to ond
ineludaing 1938, from 1934 Lo 193€ inclusive, the particivetion
of the United Stalcs in world eonstruction was only about 5.4%.
Now, as a metter of fact, the figures that I have given you
cover ships of all sizes down to and including 100 tons,
whercas the figures that I was talking about a few minutes ago
are for scagoing ships onlye Sinee the rcport of Junc 30 the
Maritime Commission has pnlcced controcts for 75 new scagoing
ships, and there are in addition quite a number of voessels
builaing for privalc account, praincipally oil tankers, so

thet I think thet es of thias datc the United States 1s probably
for the first tire since the completion of the World War program
lccoang the world in the amount of tonnage under construction,
According to the latest report of the Americon Burcau of
Shipping scagoing mcrchent construetion is now about 1,100,000
tons,

The Maritimc Commission program 1s & vory intcrcesting onc,
and from my point of vicw, 1t 1s a wvery constructive onc,
bcecause 1t has made a delfirtte ofiore to build os many ships
of the samc typec os practigcebles Wnile 1t 1s 1mpossiblc to
thoroughly stanccrdize ships labougliout so thal toey cen be
built to cxactly bhe some acsigns, 1t 1s possible to slencordize
the hull form one to buila ships of the same sige and ccneral
characteristics, subjcet to diffcront anstollations of mechincry,
rcfragerotion and other foctors thet are csscntiol to operetion
in a particvler tradc, As @ result of a degree of stonderdizetion
md the ability to build e consicderable numbor of ships of the
seme typc 1t has been possible to lower the cost of ships, to
shich T will refor o lattlc later, end 1t wall mean also grealer
expedition in their construction, The first important contract
placed by the Maritime Commaission ofter 1t was orgonized, late
in 1936, was for the "Amcrica¥, thc largest mcrchant ship cver
built in the United States and now undcr constructione This
vessel was launched on August 31 of this yeer ond should be an
commission somctime during Lhe summcr of 1940,

Contracts havc becn plrecd by the Maratime Commission
for thrce types of ships known as C-2, C~3, .na C-L dcsigns
namcd i1n thet order beecause that was the order an wnich
contracts werce placeds They were dll designed as cergo vessels,
with some fcw of them being outfiticd as combinetion cargo and
passenger vesscls. A cargo vesscl i1s a vesscl designed to
carry cargo primerily, but may carry not to cxceed twelve
possengers. A combination vessel carrics both cargo and
pascinglrs, whoreas & posscnyer vessel 1s one coalincd elmost
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wholly to the carriage of posscngers, although i1t moy carry sorc
cargo, mostly of thc package typc,

The totol numboer of ships now under order of the C-1, C-2,
and C-3 typcs, plus 12 o1l tankers, in which thec writime
Commission partiecipates with the Navy in sceuring vosscls of
highcer specd thon necded for comucrcial use, plus conlrocts
placed by four praivetc firmsj brings the total of lMaritame
Commission controcts or thosg in which they have perticipeted
up to 141 ¢s of this dete, in which cbout 50 odd wcre placcd
last year and the balance heve been ploecd this yeer, 75 of
them since the 1lst of August, This lorge nunber rccontly
placaod 1s simply advencing the 1940 program into 1939 in vacw
of world conditions and with a possibility of spceding up on
their construction 1f nctd be, but vath no azmmediote orders to
gave them sny prcfercnce or any pariicular speed cxecopt to
teke the tame of construction thet 1ould aormelly be ncecssory,
taking into occount the contracts thet were pleeced lesl yoar,

Now, as I scy, uhec above progr m brings the tonnege of
Americeon construcuion te obout 141 vesscls, plus sunc oil
tankers rcecently plocea ond ¢ 1.rge mumber of mascell.orcous
croft all over the Urited Stetes, —— cofstad ano rocb rivere
and, to a lcsser acgrec on the Great Lokes, so thot rov hly
the volume of work unc-r 1oy -t the present tame is cboub
$400,000,000 of novel contreets crd 300,000,000 ol crernt
controets, whach I think you wall ozt 1s quite » si-coble
amount of busincss, and pleces upon the shipbuilders
responsibility grcoter than thoy hove confrontced for meon,
ycers, and naturally involves o lerge personncl steff, hach
T cstamate at the prescnl tume 1s in vhe vaicanity or 90,000
men 1n shapbuilding ond ship rcepairing in privete ship yords
and Govermment yerds, cnd en cqual number in meking the
meteriels and buxlding the cquiprant recuircd for the ships
under constructions

The qucstion of ege, as poantcd out, 1s ¢ s.rious handic p
to American vesscls vhen 1a compctaition with the norc nocein
tonnege of other necions. However, Lt has bcen considered vory
essential that the United Steotes should cerry o substeontial
pcreentage of 1vs omm shipping uncer 1ts ovm fleg 1a order to
gxereise ¢ betber control over the development of our foroign
markcts ond e control over freight rotes, In the yeor 1€29
this faigure wes cboub 40% of our omn foreign trede in our om
ships, Thc aversge for 1930 to 1935 was cbout 35.6%, The
average for 1936, 1937, ond 1938 has dropped off to ¢
considcrable degrec and 1s about 26%, whaich 1s subslentiolly
lower than 1t shoulc be, The probcbility is thet tozs jeer
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will show — or a twelve months period from the outbreak of
the World war will show a large increase 1in some services
and a falling off in other services, The effect of the
Neutrality Act is at present uncertain, but as 1l now stands
1t 1s disastrous to our shipping tnat has been operating to
belligerent ports and to neutral ports in the war gone, How
the problem will be worked out I do not know, but 1t 1s so
important to maintain the shipping services that have been
bualt up that 1s scems to ne some way will be found to keep
our shaips aireclly or indirectly ain connection with those
Serviccs, ®

T think you gentlcuen are particularly intcrested in
the facilities exasting in the United States for shipbuilding
and the possibilities of expansion of such facilities if
needed on account of war conditicps abroad or the possible
event of tne Unitced Svates becoming involved. Shipburlaing
may be lookedupon os iwportant from Larce anglese. Toe ship—
building industry provices vessels that arc uscd in botn our
foreign end domestic trede and is, thorcforc, an imporiant
economic factor in corncetion with these traccs., IbL 1s also
a faclor in national Cofensc through the construction of
vessels for ithc Navy, the Var Department, the Coast Guard and
other branches of the Government scrvaice, It 1s also an
important incustry that furnishcs cmployment to a large number
of men an the buildang of ships in Jhe shipyards thomsclves
and to about an cqual degree an the making of the malcriols
and the building of the equipment that go anto a ship, On
the average, about 80% of thc cntirc cost of a ship goes to
labor, about equally distributed between the shapyards end the
outside, The small balance is to cover whatcever profit the
shipbuilder may make and such maticrs as taxcs, insurance
and somc other itcms that cannot be assigned as dircet labor
or materaal charges,

A ship 1s a very highly speciralized product, in distinct
contrast to an automobile, which 1s a highly mcchanizcd product,
It 18 wholly aimpossible to use the same methods of construction
for a ship as for an automobile, a typcwriter, or a pieccc of
farm machincry, of which hundreds and thousands and ten thousands,
and in casc of aubomobiles, es high as a mllion arc souctimes
produced from the same plans, samc pattorns end the same Jigs,
dics and faxturcs, so that a ship 1s norec or lecss a handmade
product, The mcchanic who works on a ship nust be able to read
plans and he nas to study caca degagn so that he 1s facced wath
an cntircly dafi.rent proposition than the builder of an
automobile, who griads out thousands of spceicl paits on a
specrally desipned nechine that of aisclf may heve cost a
hundred thousand dollars, but the cost of which, when dastrabuted
over a hundrcd th~usand automobiles, means very Lii pr T,
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but when distributed over the cost of three or four ships would
mean a prohibitive charge which mkes 1t 1mpossible to use much
repeat machinery in the building of ships, The shipyard organi-
zation requires, therefore, a very high grade technical staff
because of so many daficrent designs as for cxomple the Navy
vessels now buildaing, There are cight battlcships under
construction to three diffcrent designs, which means comporatively
little reproduction from the same design, Submarines are usully
ordered in groups of thrce or four and cach group 15 gener.lly

of & dafferent design from thosc proviously ordercd., The same

18 true of commercicl vesscls except to the extenu, ¢s I have
already staved, thet thcy cre being ovdered 4, 5, 6, <na in onc
or two cascs, 3 at ¢ tasc, which brings in the possibility of

a little duplicetion, but not very much,

The technieal staff is, thereforc, vat~l in the shipbuilding
industry, and thc design of our bigh grede shaips end thoir
machinery rcquire that the tcehnicions must kecp abreast not
only of lhe very best preoetice — both land ¢nd marinc - 1n the
United Stetes, but throughout the world, It means, thcrcflore,
that thore must be mazntcined in the industry a substantial
nuclecus at all times of high grade tcchnical ren who have spent
yocars —— 10, 20, 30, cnd in somc ccses, 40 jeirs - in the
business and who arc quelified by their cxpcricnee ond knowlcdge
of what 1s going on in the world to offor the bust on coeh now
dcsign as 1t is developed, Iakewisc, when wc come to the
mechamical side of the industry morce all around nmcchonies ore
required —— men with more all around cbility - tnoan in any
quantitive production industry, for rc¢ sons thal I hove bricfly
stated, These men must have some technical knowled,e cond men
of this type must be meintazned an precticelly cvery trade so
that unless a shipyerd cen kecp o nuclcus of sueh men at camnot
maintain en orgonization re.dy to scerve cffcetavely in an
CMCTgOoNCcy «

The Unaited States 1s fortunatcly in a situation anfinaitcly
better at the prescent time then thet whieh prev-iled ¢ the
outbreok of the wor in 1914, At the lame the Unated Slotes wes
carrying in foreign tredc cbout 7 or 8, of its own goods, .nd
they werc precticelly oii to the west Indics ond tik worth Coast
of South Amcrico, There velo precbreally no Trensctleunlic oy
Tronspeeific sorvices unacy the Amcric n fl.og, As © resulb oo
h d comper-tively .oy oceem going snips in 1914 nd wata the
vithdreval of so meny shine by other notions for wir nurnoscs
we were left strended -nd uncble to get our gonds to morlct,

As a result of thce unfortuncte situctiron preveilans an 1914,
Congress ond the Amecrican pcople heve ccen the import nee of
maaprteining & substontzal flcct of ships unccr the fmericon
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flag zn our forcign trade, notwichstonding the fact thol most
of the shapg in this trede 31nco the World War have bcen World
Wor burlt shlbs.

Laikciise, the shipbuilding industry 1ua 1914 ot the outbre-k
of the World Var was very .nective, *There wes very little vork
going on cond eonsequently the stoff of both technicel end
mechonical employces wes small, The Worldd ifar actuelly required
the development of cbout 7 odditioncl men for eoch mon in the
industry ot the time of the outbreck of the War, so that ¢t the
end of the vor 1n 1518 or ecrly in 1819 when we were still
completihg our wer tame centrocts, tucre were <bout 8 timcs cs
many men an the industry throughout the country as thore wclc
1in 1914 end thet, of coursc, was a trumendous problem to solve
in a comperatively short poriod of time but it was successfully
donc., At the presont time, vith a large noval progr-m for
several yececrs beck ond the progrem of the Moratime Cormicsion,
which wes v cll storted ¢ orly in 1638, ¢ arc in an infinitely
better situation thon tn 1914, and wrc able to toke care,
without ony gre~t difficulty, of any probuhic demand that wall
be made upon the industry,

"I have listed the existing burlding way facilities which
have rcecenlly becn checked to date cnd this 1s their st.tus
in the praivate shipyards ot the present time, — 52 that cre
capable of buvilding wvessels 500 feet or over in length, 21
capable of building vesscls from 400 to 500 feet, 10 thet a
able to build 300 to 400, 6 thot arc oble to build 200 +to BOO
a total of 83 thet have building ways for vessels of 300 fecot
or more and 6 thot will buald the smaller vessels, In addibion
to this number there arce other building ways in yards thet arc
now in operotion that could be brought up to date and put into
service in tine to lay kecls for adcditional controcts 1f rcceaved,
that would bring the totel ways availablc up Lo 120, As ¢
matter of fuet, the building way is for from being the controlling
factor, Il 13 more lakely te be controlled by shop facilaities
and a trained personnel, I heve mcnbioned the treined personncl
at some length, but the shop feealataes for an wncrecsed program
are equally umportant, [t 1s belicved tuet in the prescnt stetc
of American indusbry, new eguipuent cen be purchescd, receaved
and installed ir bime to teke carce of any vrobable acdeca denunds.
Several now comacrics hove corie dinto the ficld during the prst
six months, — 7 odeatronel ones, — 4 on the Jest Coast and 3
on the Gulf Coast heve begun burldarg seecgoing vessels under
the Maritime Cormmssion program, In the building of Naval
vesscels the Navy Yords ond private shipyards participate -t the
present tame about 50-50, a lattle Lo the advantage of the
navy yerds at the present becausc of the feet thet they hove
5 battleships as against 3 an thc private yards, cach a very

- 8 -

{




large contracts The exaisting naval fleet has probably been
burlt a little more than half by private industry and a litile
less than half by Government navy yards,

The Navy'!s buirlding ways are, I understand, pretly well
filled with Government contracts at the present tame so that
the navy yards are now i1n a situation somewhat similar to that
prevailing during World V/ar days when they were unable to take
on new conbtracts because of the necessity for utilizing
existing facilities for the raintenance of the naval fleet,
As a matter of fact, 1t 1s understood that one of the large
navy yvards is now almost wnolly occupicd i1n putting into
service old wartime burlt destroyers for patrolling our own
neutral waters,

It 1s an inveresting fact in gonnection with the
roquirenments of both nevel gne perhaps merchant vesscls s
auxailiaries for police s.rvicc, thal the roecont Panama
Conference agrczd thet 300 rnlcs frow the coast linc 1s to be
considered a ncutroel zonc, If the United States is to | olice
that zone 2t 1s some job, As o matuer of fact, the actual
water area of the zone fro. Conada around Cape Horn to Canada
1s estamated to be aboub 5,000,000 squarc nilcs, in otacr words,
about l% times the size of the Unitced States, so thet to police
even our own arca would be a dafficult task,

4s stated, the building ways in the United Stetes! privete
shipyards arc at the present time protty well occupicd, but way
capacity, for another rcason from thet stated, 1s not so
important, beesuse the tinc that a ship i1s on the building wey
cen always be greatly rcduced if nccessary. It can be groatly
reduced particularly for vesscls such oas thosc under construction
for the Maritimc Commission, wherc they rc bualding in groups
of 4, 5 and 6 or more, Going back to World Wor rccords 1t apperrs
that for destroycrs and coumerciral vesscls the average time on
the building way wes about six wonths. There cre instences where
some remorkable records werc made, Onc 12,800 ton ship weos
launeched 1n 23 days ana 27 hours from the taime of loying the
keels, A destroycr was complebed, put on trial and delivered to
the Navy Yard in 45 aays from loying the kcel. Such rccords
arc only possiblc, of coursc, in producing a considercble
number of vtsscls of the somc design, but 1t shows the possibility
of quanvaity production cven in ships,

I hove bewn very pessumistic alyicys on the subject oo

building up an unacccs=ary numbcr of spipjares and fecilitics
unless sucn uncertokings erc sulffzciently “ocked with capitad
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and have some rogl prospects of continuing in scrvice efter an
emergency i1s over, Groat Britain hed an cxpericnce as a

rcsult of the world wer end so did we. Qre.t Britein hondlea
her problem in good shepc. The inauslry orgenizou vhe Netional
Shaipbuilding Sccuritics Iomitced aftcr the war, vhosc purpos. 1ves
to buy up redundent yerds, licuidatce them, -nd cncour e lheir
adoption for other lines of production, so as wo wnintein only

¢ recsonable bubt ample mergin of shipbuilding Tecilities. In
the United States lhe cxpericnce of a large number of shipycrds
after the wer wes somewhat discstrous,

lleny shapierds hed shipbuilding controets coupled wath
plant extensions and with on agrecment to pay for the cost of
facilitics out of the profits of the ship contracts, Due to
the sudden onding of the war many contracts were cancclled ond
the adjustment ol thesc contracts was very unfavorable to the
burldicrs, so that meny of the yerds wont out ob business and
have romained closed over sincce

On the Greot Lakes thcre arc amplce bualding weys to teke
carc of any rcquiruacnts of tho Greot Lekes, cnd thoy con also
build vessels ol small size for s.e scrvice, ¢lbtnough they hove
not gonc cxtensively into thoet brench of shipbuilding, cxcept
for somec vesscls for the Coast Guerd and others of quatc small
type, The lorgest saip thet cen go through from the Greet
Lekes anto the St. Lawronce River torough oxasling cmels is
260 foet long, 43 foot beamy, 14 fuct dreft, cnd of cbout 3,800
tons cepocaity. A lerger velcr woy has been under consider-tion
for sone yo-rs. If the St. Lowrence projoect were carried through,
87% of oll .wrld shapping wweula be able to cater the Great Lekes,
o fact waech T toaink would be of vee, acubliul valuc to tnc
United Stctes,

The gre.t raivers ore cxtrondly sctive an shipbuilain, o
2 degrec that I belicve i1s *holly uneporeecr-ted by the ~ver o
indivadual, and they build vesscls of all t,mes £r river scrvice
and some vesscls thet come Qut of the ravers for decp sce scrvice,
although such vessels cre vory liamited in number, The present
reterway preogrem of the groeot ravers, when complcted by Army
engancers, I understond will give abeut 13,000 1miles of nevageble
weters, to soy tothing of furthcr propescd projects, but for
which no appropractions arc yct avairlablc,

I7 sccems to me, from thc number of berges thot are built
on the greet ravers an the course of a jcor thel b wall not be
many jc.rs before one could einost wolk lhe longth of thesc
rivers on berges, There i1s onc plent that has reeontly boen
turning out a b rge cvery two doys « ad thesc of substontial
51z¢, ruming up to 250 fect in length or morc,
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Asade from the shipycrds to which I hove relerrcd,
particularly on our coesbcl wotcrs, Greol Lekes, cnd the
lerger yords on our rivers, the counlry has o lorge number ot
very smell jards that burld smell craft up t» o hundred fect
in length thet can be turned out in l-rge aumbars, Ilthough
the facilitics erc relotively small, [t the %ime the shaipbuilding
industry was subgcet to the National Industriel Recovery ‘et ond
working under a code 1t s nccessary to last oll shapjords in
the Unated Stotes burlding or repairang vesscels of 10 tons
capacity or upwerd, ond 1t wes fcund th.t there wer. fully 250
small yards scattered over the cruntry thot were building cr
repairing very smoll locel croft,

The ship repair facilitics of the United States erce
distributcd over the coostel vetors, over the Greot Lokes,
end on the rivers in cmple numbcr end with ample feciliaties
to teke core of any doemands thet are lakely to be made upon
theme, There 18 no guestivn but vhat they cen kecep their
focalatics cheed of domand cven 1n ©n CNCrECNCYy. SOLC
wncdrectaon of tneair [ocilitics is in the number of flooting
docks ond wmeraine reilvays oristent, oL vhach therce «o 318
that will hondlce veesscls Jbeve 200 Lot an leajthe.  Twenly-—
three of thesc va1ll ccuors acte shaps of 500 L ot w1 «ver in
lengbh, 32 up to 500 foct, 26 up to 400 f.ct, 74 wp v L0J 1ol
end 160 wy to 220 + ot an length,  The above 2« pol o
absolutely cccurete rcec rd £ the freilities ~7 tne ship rop-ar
yverds ony . orce then buileaing ways are a iwasurc -f shipbuilding
facilatics beceuse ship racilities nust be taken into account,
but 1t 1s an indicetaion of available foeilitics, The novy j-rds,
of course, for the repoir of Nevel vesscls heve foeililics that
arc either amplc or can be kept up to dete os requaircd by
addxtional approprictions,

The allacd andustraics pley an cxecptionolly nportant
part in eny shipbuilding prograil, bcecousc upon ther all of the
countryts shipbualding raost rely for noterial and cquapnent,
As a natter of fact, prectically cvery industry in the country
1s darectly or andirccetly concerncd in shipbuirlding, Most of
the allaed industrics have arplce foeilaties for the production
of nerine cquiprients In a gowd many of the larger ones, of
course, narinc cquiprent is only a small part of their totel
business, but they con be rclied uwpon t. tcke cerc of ony
prcbable denend, Restraictave le,aislation hes had sone effect
on the allied industries and sonc of the snaller oncs have
refuscd to continue tc bid on Govermicnt work becouse of the
restraictions of the Walsh-Hceley Act ana becausc of the profit
lamitation cleuse thet is now uposcd on both neval vesscls wnd
Moraity e Curmission vessclse Neverthceless, such rofusals hove
not assuned ¢ degrec of reduction that #111l sceizwusly cliccu
the shipbuilding industry.

- 11 -



I have attached to ny remarks two charts, one of which
wes prepared soeyecrs £g0, but is, nevertheless, o pretty fair
indzcation of the sprecod of a shipbuxlding contract throughout
the country, The Chart "BY was built up on the basis of a 75
1mllaon dollar progron cxiasbing at the tae 1t wos prepared in
the shipyerds of the Unaited States, taking into account
cormerdial contraclts only, It was workcd out with a good deal
of care an order to show thc percentage of work on a contrect
within the shipjcra i1tsclf ond the pcreent. e of work to outside
wndustrics nd the sprecad of vork to vera.us Stalese. I think
you wall find Exhabat "B cuitc inweresting, ond, while 1t shows
that nachincry os such xs the big, cst pereente o of the totel
cost of a ship, and structural iron and sicel as coaunng nerb,
of course, you wall hove to toke into eccount the fact thet
nechanery itsclf hes a great desl of iron ond steel in ats
nakcup, The anslysis shows thet of the $75,000,000 progron,
$40,000,000'was cxpended for the purchase of natcrial and
cquipricnb, The splat 1s controlled somcwhere by the prectaice
of a prrtaculor shipbuilder as soric buy ccrican picccs of
caurpnient vhale cothers buy the rateriel for the cquiprient cond
rnoke 1t thensolves,

Enployment I hove alrcady snentioned, It 1s nob yeb ot its
peak, The Novy controcts vall control the peek of ciployment
beccause of the large nwibcr of 1wn thot 1mst cone into the picture
in conncetion with the buildimg of battleships, and the pcak in
the shipbuilding industry wall probably not be rcached until
edrly in 1941, I a1 not sure of the cxact taine, but there are
two pcaks in shapbuirlding as you con very rcedaly sco, first is
the peak reached by the allied group, who furnish nateriel and
cquipricnt, vnich cunes far ahced of the shaipbuilderts group
becausc the latter cannot begin febric-tion and asscribly untal
neterial is received in the shipycrd,

If one were to cuonstruct curves showing elployrent in the
ollicd industries <nd in the shipbuildiag incustry on a particuler
controet, 1t would be found that the curve for the allied
industrics riscs l.arly pramptly aofter ontry inte ¢ shipbualdang
contrect, rceching o pock iithin the farst third os tne
shipbuilding comtrret perica, then beginning t> drup ~hilc the
shipbuilding cntroct curve, -n Lhe othcr hand, would leg pending
receipt of 1 ateriels and cquaprent, ond 1rould then begin tn risc
and rccch 1ts peck neer the conpletion dotc of the contract,

A shipyerd orgonizetidn as, of c ursc, o capliceted
orgenizetion, ¢s 1t 1ust be for the burlding of e highly
spceeialized product, There rmst be o large ground areo, nany
shops, decp water approoches, good docking facilities olong
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side piers, and as I have previously stated, a substantial
percentage of highly skitlea tracesmen of general all around
ability and some technical ability, as well «s the hi_hly
trained technical staff. There are not Jess than 24 trudes
regularly employed in shipbuilding, ano a good meny other
trades that are called upon et taines for the performance of
special work,

wWhen bids are received for a vessel they are based on
specifications and a few general arrangement plans only, The
shipbuilder does not receive detailed plans at the time of
submitting his bid and the preparation of the plans lies in
detail with the shipbuilder or wath a firm of Naval frthitects,
The amount of plan work at the present time in the building of
any ship is almosl unbelievable, For anh ariplane carrier
about 2000 plans are required, and i1n the case of cruiser,
1400 to 1500, The cost of the preparation of the plans on a
mocern airplane carrier and on a babttleship 1s estimated to be
in excess of $2,000,000, and for a cruiser, $700,000, so jou
can get some conception from thosc figures of what 1s requir.d
of a technicel staff and the work irat 1s on their shouldcrs
before the builder can really begin to construct a ship, and
those figures take no account of similar charges but in smallcr
amounts by the builders of machinery and equipment, the fcllow
that supplics the electrical equipment must likuse submit
plans, the man thet builds the boilers, and 1f machinery is
built outsade, that must all be to separatc plans, so, taking
1t all togethcr, the cosl of technical work rcally reaches a
stupendous figure. Thc cost plans saows the aavantege of
building more chen onc shi. from the seme designe If you build
5 ships from onc scb of plans, j;ou can't exactly wiviace thc
cost of plan rork by 5 but jou ccrteinly can diveac 1t by 4.
You havce somc work to fit a second sct of plans to anobher saip
but 1t greatly rcduces the cost of design per ship,

4 factor that always confronts the shipbuildcr is the
question of weight, He 1s reguired to get the noxarmm of
everything he can into a ship with a lawiled daisplacerent and,
in conscquence, hc has to kcep the most accurate reccord of
every woights He s not like the fellow on shorc, to whom
weilght 1s of sccondery importance, but 1t 1s actually of
principal importance in ship design and, as far as naval
vesscls arc concerned, the limitation in weight has been onc
of the factors considcred in connection with the reduction
of armamcnt conferences wherein 1t has been definitely
speerficd that no nation should build an ariplane carricr or
2 cruiscr above a certein size, These were distinet limitations
which erc now prctty gencrally removed except in the casc of
battleships,
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The newspapers have somcthing to say about the high cost
of ships cvery onecc in a while, and the shaipbuilder pretty
generally is on the underside of avpument in the pross; clthoush
he always comes back and tolls them thet the shipbuilder is not
the rcsponsible perty. Therc has been o good deol of craitacism or
the cost of ships. As a matier of fact, the shipbuilder has very
1attle anflucnce on the cost of ships, It dcpends entirely on
vhat onc 1s building, If onc 1s building ¢ very claborete article
end keeps 1t up to date and adds to 1t overy luxury demended by
the own.r and the public and all the modern cgquapment nccessary to
safely navigate and protect the ship at sco, nd give to the
passcngers and crew all the comforts that they gol at home and
pay Sociol Security bto the men who buald the ships, then somebody
besides the shipbuildcr must be responsable for the cost, It s,
therefore, a fact that the builder has very little control over
the ultimate cost of a ship, In the farst placc, he spends holf
for metoerial end an the sccond plece all of the cbove factors
comc into play thot influcnec the cost. The roge situation has
changed very moteraially in recond yeers, At the tame of the
Notional Industrial Recovery fet in 1933 the average woge in
shipbuilding wcs cbout 55.% on hour, NOow 1t 1s cbout §3% and
the pressurc, of coursc, 1s olwoys upwerd, and not downward.
The labor rotcs in the shipyerds, of coursc, rcflcet <lso wnat
hes teken place viith wakers of meleracls «nd cguijment, so tuerc
hos been o consbently zncioesaing tcloracl wnd lebor cost, over
which lhe shipburlder hes clmost no control, It goes vaith the
trend of the twres <nd the ciiort as constently grocter, os 1
s&y, to push 1t hagher,

Somc of the sl outst-nding devclopments in shipvouilcang,
I think, vall be of antcrcst wo this group, end the gre-tost
of these, i1n the past fow ycars, hes becen welding, welding as
now cxtended to o degree where a ship of clmost any sizc can
apparently be complcetely welded ond give sabisfaction., The most
oubstanding cxcmple of lerge ships 1relded throughout or ncarly
all throuwghout erc the four tonkers built by the Sun Shipbuilding
ond Dry Dock Company, thece I beliove for the Atlantic Refaning
Company, onc of vhich 1s completely welded throughout ~ o ship
520 feet long and of aboub 17,500 tons —~ and the othcer two of
the thrce arc 211 wrlded csecpt o litble of the shell at the cond,
The Sun Company heove rccent contracts for two morc ships of the
samec size complcetely welded throughout. I belicve the prediction
1s st¢fe thaty vath the possible excoption of some oxtrcemely lorge
ships, rivctang 1s going out of the picturc, although 1t wall be
some time yct before it entirely disappears end, of coursc, this
extensive antroduction of welding has cntirely mctamorphiscd the
shapbuarlders methods of doing busincss, Shop cquipment ond



faecilaitics have been radacelly changede The punches rcgquired
in the ship tool shop Lor raivct prectice and clso pnoumctic
tools arc going to be used counparatively little ain the future,

The trend toward hagher lempereture and hishcr pressures

has brought about very nugh grester efficiency in ship opcrotion
han existed a few ycars ago., One of the messurcs of effacicncy
1s the amount of fuel rcquired to produce a horse poucr, and @
ship recently complcted for the Marataime Commission was dowm to
to about ,545 pounds of fuel per horsc power pcr aour, as cowarcd
with 2 pound or a little morc in the ships of World War design.
This 1s on enormous s.ving in opcretion. In adaation, a modera
vessel 1s draiven through the weter morc eesily vhan a fow years
ago because of ymproved form and, furtanermorc, lightcr machinery
has given more corgo space for the same sige of ship, all of
which are in tne dircction of betler cconomics <na cheaper
operation, wrich will offsct Lo sume degree tue nccessciily
higher pricc of shaps,

I have montioned bricfly before the prrtaicipation of
the private shipyerds in the buildaing of navel wvese.ls, T
always comc back to tris subject s, from my point »Ff ~1c , 1t
15 vatally amportent thet the privete shipy-rds shoudd ~li-ys
porticipote in nevel building beeouse in on omergency the Novy
Y rds crc occupied to such an cxtensive degree an repoir “nd
outfitting of ships thct they hove in scrvicec, If cxpnrasion
of shipbuilaing foealities for the building of cither nivel or
merchent vessels 1s necessory in on cmergeney it is, in wy
opinion, betier to ccll upon cxisting orgeniz-tions to cxp.ad
thoir frealitares rother th-n cocoursse the bualding of entircly
new shipburlding plants. By doing this the disruption of
cxisting shipbuildaing personncl in on cmergency 1s ovorded
with the cvident grecter cdventergcs toward expeditisus ond
ceconomiecl construction,

If the typcs of ships, os I heve alre~dy stoted, wele
limted, 1t would give an opportunity to produce ¢ greoter
number of the same typc at ¢ lower cost. The Snipping hsct
under which we cre now working on werchent shippang hes
been modafied twice siace 1t went anto effcet in 1936 ond is
in somowhct better shape thon when first cnceted, It stall
nceds modificoetion an certoin respects, ho cver, to moke the
upburlding of smericen merch nt i rinc cficctive, "na the
probebility 1s thol cocn now session of Conpress wil. offcr ond
poss legaisletion to tas cnd,
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Statement By

He Gerrish Smith, President,
FATIONAL COUNCIL OF AMBRICAN SHIPBUILDERS

Before The
ARMY INDUSTRIAL OOLLEGE
Washington, D. C.

Course 1939-1940

fTHE SHIPBUTILDING INDUSTRYM

¥ovember 13, 1

I am pleased to spvear again before the Army Industrial College
and telk to you gentlemen on the subject of “"The Shipbuilding Industry',
As this 1s my fourth appearance before the College I must necessarily
repeat many of the statements made in previous talks,

The shipbullding industr, has two principal sources of demand for
ships:

1. The United States Govermment,
2. Commerclal shipping interests,

1. Private shipyards build for the Navy, the Maritime

Commission, the Coast Guard, the Coast and Geodetic
Survey, the War Deperiment and other depertments of the
Government,
Private shipyards share about equally with govermment
navy yards 1n the bullding of naval vessels, Private
ship repair yards repair vessels for all branches of
the government except the Navy Depariment,

2, Private shipyards bulld commercial vessels:

(a) For international trade,

() For domestic trade,

e
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Vessels for the former are mostly of the seagoing type -
that 1s, of sufficlient size and power to operate safely
to any port of the world, Vessels for domestic trade are
of many groups:

(a) Those engaged in the intercoastal trade

which are mainly of sizes and types
spproximeting those in foreign trads;

(b) Those for coagtwise trade only which are
of smaller sizes suitable for the shorter
distances they travel between ports;

(¢) Auxiliaries to supplement both inter-
national and domestic carrierss

(d) Vessels of various types for Great Lakes
services;

{e) Vessels of various types for river services,

(£) Small craft of various types such as tugs,
carfloats, barges, ferryboats, fireboats,
trawlers, and miscellaneous,

The shiprepairing branch of the industry, whether in coastal
waters, on the Great Lekes or on the Great Rivers repairs commercial
vogsels of all types for domestic service,

While I assume that this group i1s interested in the shipbullding
industry as a whole, I believe you are more deeply interested in the
facilities, both materiel and personnel, that exist for the comstruction
of vessels of the larger type and in being shown some evidence of the
demand uwpon the industry for the construction of both govermment and
commercial vessels,

An understanding of this subgect requires some knowledge of the
volume of work performed for the govermment by the private shipyards,
together with & knowledge of the size of cur seagoing merchant fleet

as it now existe and as 1t may expand an the future,
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So far as construction for the Navy is concerned, suffice 1t to
gsay for the moment that the value of undelivered naval contracts now
on hend 1n the private shipyards i1s epproximately $U00,000,000,

So far as merchant tonnage 1g concerned I have attached Exhabit
UAY which should now be considered in connection with Exhibit "DW,
Exhibilt "a® shows the total tonnege of vessels each of 2,000 gross tons
or over of the six leading meritime nations as of December 31, 1936,
Exhibit "D¥ brangs Sxhibit YAY wp to date, These exhibits show the
tonnege of the six leading saritime nations on December 31, 1936 to
be about 35,400,000 gross tons, Great Britain ranking number one with
15,700,000 gross tons, and the United States number two with 8,460,000
tons,

The United States tonnage 1s made wp of active sea~zoing vessels
in both the foreign and domestic trade and of 1dle seas~going tonnage,
excluding Great Lakes and River tomnage, The purpose of these exhibits
15 to show the age of Americen tonnage at the veginning of this year as
compared with the age of foreign tonnage, On December 31, 1936, 87.3
percent of all United States tonnage was over fifteen ysars of age and
at the end of this year will be over eighteen years of age, whereas
a very much smaller percentage of the tonnasge of all of the other
maritime nations listed had reached the age of fifteen years at the
end of 1936,

Twenty years is consldered the average useful life of a ship
the world over, although i1t 1s true, of course, that many ships ars
operated for much longer periods. They are considered at the end of
twenty years to have obsolesced to a degree where they are not

efficrent in competltion with vessels of more modern construction,
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Exhibit "DV, vhich 1s a supplement to Exhibit “AY shows the
new tonnage acquired by each of the nations listed in the two year
period, 1937 and 1938, and while 1t does show for the United States a
substantial impiovement in new tanker tonnage, 1t shows the adoition
of but two general cargo carrying vessels to the figures showmn in
Exhibit "AW as of December 31, 1936,

As will be shown later, the Maritime Commigsion, created under
the terms of the Merchant Marine Act of 1936, has undertaken a
substantial construction program, but the exhibits nevertheless show
the failure of the United States since the World War to build any
considerable amount of new tonnage, particularly of the general cargo
type, prior to Jamwary 1, 1937. As a matter of fact, none of the
vessels under the Maritime Commission's new program were delivered
until affer the beginning of this year,

The American fleet of merchant vessels 1s mostly wartime built
with the exception of some o1l tankers and thirty odd combination
passenger-cargo vessels bullt under the provisions of the .uerchant
Merine Act of 1928, The wartime built vessels are of low speed,
operating at from ten to twelve kmots, while the more recently con-
structed vessels of other nations are of higher speeds and these are
the modern vessels that are in direct competition with Americen
vessels of lower speed,

The wnsatisfactory status of the American merchant marine at the
time the Maritime Commission was inducted into office 1s well presented
by the Commission in 1ts report an "Economic Survey of the American
Merchant Marine' dated November 10, 1937, Happily the conditions

prevailing at that time are being rapidly chenged as showa later,
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Shipping in Domestic Trade

Vessels in our domestic trade asg well as those in our forelsn
trade are fast nearing the age of obsolescence, The replacement of
those in domestic trade is not of as great importance, however, sas
the replacement of those engaged in foreign trade because vessels
in our domestic trade are not in competition with the vessels of
other nations as our domestic trade 1s restricted, and wisely so,
to American bullt vessels under the provisions of a law enacted in
1817.

The Merchant Marine Act of 1920 permitted a large tonnage of
foreign built vessels that had been admitted to American registry
during the dorld War period to engage in our coastwise trade, bub
with this exception our coastwise trade for the past 120 years has
been restricted almost wholly to American-built vessels,

The vessels in our domestic trade are privately owned and
privately operated and their continuation in service beyond the
twenty year period or their replacement at that age 1s a matter
controlled by business conditions and the competition of shipning
with other means of domestic transportation,

New World Construction

The guarterly reports of Lloyd's Register of Shipping show
world ship construction by the principal maritime nations of all
vegsels of 100 tons groes or over under construction and not
launched as of the date of the report, On account of war condltions,
no report has been publicly issuwed by Lloyd's for September 30th,
so that 1t 18 not known what new tonnage 1s under construction

abroad since that date, The figures as of June 30th are used,
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subject to substantlel modiflication so far as the United States 1is
concerned, as a result of the Meritime Commission contracts and some
private contracts placed since that date,

World shipbuilding under construction as of June 30th of this
year, as reported by Lloyd's, was 2,859,292 gross tons, epuroximately
32,000 tons more than at the same date a year ago., While world tonnage
increased slightly during the past year construction in the United
States more than doubled for the one year period ending June 30th, The
construction underway in nine leading meritime pations as of that date

was as follows:?

Great Britain 791,1;53
UNITED STATES 391,82

Germany 347,832
Japen 308,8uUg
Italy 224,616
Holland 223,381
Sweden 160,620
Dermexri 122,440
France 95,130

This report shows that at that date the United States stood
number two in the building of merchani tonnage, with 13,7 percent
of world tonnage under construction, It is significant to note
thet during the five year perzod 1934 to 1938 inclusive, the United
States construction averaged but 5,4 percent of world comstruction,
These figures, however, &re apt to be very misleading unless thoroughly
understood, Lloyd's reports cover all vessels above 100 gross tons
each that have actually been begun during the period under considera-
tion, so that while the 392,000 tons of shipping building in the
United States covers seagoing vessels 1t also covers a large numbor
of mmall craft, above 100 gross tons each, the exact tomnage of which

is not available at the »Hresent time,
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Since June 30th a large number of contracts for merchant vessels
heve been placed in the United States, Seventy-~five seagoing vessels
of approximately 538,800 tons gross were placed either directly by
the Maritime Commission or by the Maritime Commission i1n congunction
with private owners since the above date, and in addition 9 seagoing
0il tankers of aporoximately 83,386 tons gross by private interests
ag well as & large number of miscellesneous small craft, so tnat at
the >resent time coustruction in the United States 1s undoubtedly a
substentlally larger percentage of world comstruction than according
to the June 30th record of Lloyd's Register of Shipping,

Maritime Commission Program

The complete Maritime Commission p.ogram now underway coasists
of the following: Vessels placed in 1937, 1 passenger vessel for
the United States Lines, in 1938 and 1929, 12 high~speed o1l tarkers
by the Standard 0il Company of New Jersey, toward the cost of which
the Govermment contributes in order to mske these vessels suitable as
naval auxiliaries, & cargo vessels for the Export Steamship Company,
3 combination pessenger-cargo vessels for the Mississiopi Shipping
Company, 6 cargo vessels for tae Seas Shipping Company, 4O vessels
of toe U~2 type te tne order of the mexituue Comsission 22 of the
03 type to the order of the Maritime Commission: 1l of the C~3
passenger-cargo type, and 38 of the C~1 type to the order of the
Maritime Commiesion, Of this total number 66 were placed orior to
August lst of this year, The remaining contracts, namely 75 really

advanced the 1940 program into 1939,



During the current year 24 of the seagoing vessels above listed
have been delivered and others are being completed every few days.

The first contract in which the Maritime Commiscion participated
was for the construction of the passenger liner “America¥, This
vessel 1s bullding at the works of the Newport News Shipbuilding and
Dry Dock Company, was launched on August 31st of this year and should
be ready for commission early in the summer of 1940,

Percentage of American Goods Carried in United Stetes Vessels

The Merchant Mariae Actg of 1920 and 1928 aimed to carry fifty
percent or more of our goods in foreign trade in American ships, The
serchant Marine Act of 1936, in 1ts preamble asks that "e#* a substantial
portion of such trade be carried in smerican ships", This trade can be
measured eriher by it¢s value or iis volume, The following fimures are
interesting as to the percentazes of Americen commodities i1n foreign
trade by tonnage carried in American and foreign vessels in 1929 and
the average percentage for period 1930-1935, and for the years 1936,

1937 and 1938, inclusives

Voluie In Tons

Average
1929 1930-35 1956 1937 1938
American 39,8 35,6 27.9 25,1 2504
Foreigﬂ. 60'2 6)4'0)'" 22=l ] qz ‘ 06
100,0 10040 100,0 100,0 100,0

The participation of the United States in world foreign trade has
averaged for several years about 11 to 14 percent of such trade, whereas
the tomnage of dmerican shipniang 1n such trade has been only from 5 to
7 percent of world tonnage, The United States would be justafied,
therefore, on a basis of pro rata participation to carry in i1ts own
vessels twice the amount of i1ts own exports and imports than 1t now

transports,
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Jith this brief statement of the position of the United States
in World Shipning I will confine my further remarks to tae subject of

Shipbuilding,

SHIPBUILDING

Shipbuilding, as a general term, includes both shipbuilding and
shiprepairaing and the two industries shounld be considered ‘together,
and in close relation to allied marine indusiries, In their national
agpect the industry should be viewed from at least three angles:
1, As a factor in national defense theough 1ts importance
1o the country in the coastruction of govermment vessels
either i1n a time of peace or in a time of national
emergency,
2., As an economic factor ain the construction of ships for
the carriage of persoas and commedities in bota ouwr
domestic and our foreign trade.
3, As an umportant industry giving
(2) =Employment to a large number of people
in the counsbruction of ships themselves,
end
(b) Zmployment to those engaged in the
fabrication of the materials and
equipment that go into ships,
General
It 1s 1mportant to an understandiag of a shipbuildin: organization
to constantly bear in mind that a ship is a2 highly specialized product,
and that the method of construction bears little relation to the
making of guantity or mass production items such as eutomobiles,
agriculitural macainery, sewing machines, typewriters, highly mechaniged
products, etc,, wherein the essential features are a constant and

tninterrupted flow of repeat work, and the use of labor saving tools

and ecuipment specially designed for specafic operasions,

T
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In the building of aubomobales there 1g Justification for
the purchase of special machinery for the production of praciically
all parts, Construction is standardized, If 100,000 automobiles
are built io the same design 1t means 100,000 motors all the same,
100,000 chassisall the same, and 100,000 bodies thai may be all
the same, Bach part of the engine, chagsisand body 1s likewise
duplicated for the production of any part, so thet the use of an
expensive wachine especially designed to produce that part is
Justifiable, If such a machine cost $25,000 the cost per part per
automobile in 100,000 lots would be 25 cents, If a similar machine
were purchased by a shipyard to produce a specific part, he might
be able, because of few repeat orders in shipbuilding to produce
only three or four parts - say, at the maxumum five, In ocsher wrds
each particular ship would bear an expenditure of $5,000 for each
of the filve parts i1f the cost of the machine 1s charged against
the ship, Such an expenditure is prohibitaive, but 1t i1llustrates
clearly the difference between a specialized article like a ship
and 2 highly mechanized article like an automobile, typewriter
or any other quantity production item,

As A National Defense Factor

& ship, therefore, 1s in the category of a made-to-order
product and requires in its construction & staff of highly trained
technical employees, and a force of highly skilled all around
mechanics familiar with ship construction The technical staff
requires years of training, and must be made un of those who have
kept abreast of the development of the art and science of shipbuilding,

not only in the United States bubt in foreignm countries, The continuence



of such & technical staff in the shipyerds for the design and building
of ships at all times 1s essential to the maintenance of efficient ship-
building organizations and requires a continmuous program of ships if the
shipyards are to be available for use in a time of national emergency,

4Ag An Beonomic Factor

In order that a scientific staff in the shipyard may be able to
keep up~to~date with the art and science of chipbuilding in other nations,
1% is essential that they be concinuously employed in the industry,
Therefore, 1t 1s important that there should be sufficient activity in
the industry at all times to meke 1t possible to maintain a highly
efticient, scirentific staff ag well as a substantial nucleus of a
mechanicel staff,

As An Industry

As an industry, shlpbuilding probably gives a more diversified
character of employment to labor thean any other kmown business, The
shipyard 1tself regularly employs 25 or more trades, and still others
at intervals, whereas the naterials and equipment 1% buys spread employ-
ment directily or indirectly bto almost every kmown industry throughout
the United States, Approximately one-~half the cost of a ship 1s
expended wiihin the shipyard and the remainder outside the shipyard
for materials and equipment, taxcs, insurance and other migcellaneous
1tems,

Owing to its highly specialized character, the percentage of
skilled mechanics in & shipyard is much higher than in most industries,
and ihe average labor rate in the indusiry, as reported by the Bureau

of Labor Statistics, Department of Labor, 1s at or near the highest



prevailing in the durable goods industries, On the basis of an average
labor rate of 80 cents an hour for the shipbuilding industry, which is

2 little less then the rate recently reported by the Department of Labor,
and assuming the same rate for labor in allied industries, a ship costing
$2,000,000 would give employment to about 1,000 men for one year, as

80 percent of the entire cost goes to labor when taking into account

the production of materials and equipment as well as the assembly of

the ship itself,

Shipbuilding Facilities

I assume that this group is inlerested in the facilities that
ex1st 1n the United States for the bullding and repair of both Govermment
and commercial vessels, A recent survey by the National Council of
American Shipbuilders discloses that there are existent in operating
coastel shipyards the folloviag building ways of capacity to coanstruct
geagoing vessels:

6 Ways for the building of vessels from 200 to 300 feet

10 Ways for the building of vessels from 300 to 400 feetb

2l Ways for the building of vessels from HOO to 500 feet

52 Ways for the building of vessels of K00 feet end over
A total of 83 Dbuilding ways for vessels of 300 feet or more in length,

In addation to btuilding ways mmiediately available in coastal
shipyards there are others that can e put 1n condition at a moderate
oxpense, sufficient in number to bring the total number of available
ways to 120,

sachinery and construction equlpment is either ample for the

construction of shipe on the burlding ways avallable or could be

quickly obtained.
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Since the completion of the world far program the greater part
of our commercial, shipbullding hes been performed on the Atlantic
geaboard from iaine %o Virginia, inclusive, Very few commercial
vegsels have been bullt on the Pacific Coast or on the Gulf, and 1n
recent years there has been very litile burlding on the Great Lakes,
The Shipping Act of 1936 provides for & differential in cost to
encourage shipbuilding on the Pacific Coast,

As a result of the large program of merchant shipbuilding
promoted by the Maritime Commission under the provisions of the
yerchant Macine Act of 1936 five companies engeged in shiprepairing
or in the construction of small craft have entered the shipbuilding
fi1eld, as well ag two entirely new companies not recently engeged
in shipbuilding or shiprepairing, Four of such companies are on the
Pacific Coast and three on the Gulf,

Naval shipbuilding, as previously stated, 1s divided between
privaie shipyards and govermment navy sards, aporoximately one~half
in each, Since the completion of the World War nrogram all naval
building in private yards has been carried on in East Coast shipyards
with the exception of two destroyers built on the West Coast, As far
as the navy yards are concerned, however, thig work has been split
over six navy yards on the Bast Coast and two on the Pecific Coast,

All of the larger building ways in the United States are pretty
well occupied or reserved at the present time for the building of naval
vessels, combination passenger and cargo vessels, cargo vessels,

01l tankers or smell craft, but i1t should be realized that the building

way does not control the ability of a shipyard to produce ships, Itis
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controlled more by shop facilities, So far as building ways are
conceyned they can be quickly constructed and the time requared on
the buillding way can be shoritened considerably if necegsary to
handle & larger program, Some remarkable shipbuilding records were
made during the World wWar, One 12,000 ton cargo vessel was launched
in twenty-three days and twency-three hours from the time of laying
the keel, One United States destroyer was completed and delivered
in forfy~five days from the time of laying the keel. Such records
are, of course, only possible where a considerable number of units
of the same design are under counstruction,

During the world Jar the average way occupancy was aboub six
months, Notwithstanoing the large progrem for both merchent and
naval vessels now uaderway there does not sppear to be any inmediate
necessity for an increase in shipbuilding facilities over and above
those now existing, now in development or that can be made readily
available by those yards now engaged in the construction of naval
or merchant seagoing vessels, Notwithstanding the present activity
of the private shipyords, the industry can gquickly develop as 1t
did during the World Viar period to meet any demand for tho con-
struction of either neval or merchant vessels that may be made upon
it, and such a demand can be met by an expansion of the existing
shipbuilding and shiprepesiring organizavions, It is unfortunate
to build up new shipyards unlcss they can be developed on a basis of
permanency with adequate capital and with the prospoct of a continuation

of a reasonable volume of shipbuilding business,
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Great Britain hes hiad &n experience over many years in dealing
with excess shipyard facilitles and through the National Shipbuilders
Security Limited, & corporation organized some ten years ago, has
consistently reduced the total shipyard cepacity to meke 1t more
nearly suitable for the demands upon the industry. Approximately one-
third of the facilities that existed ten years ago have been digpensed
with through the activities of this corporation,

Shiptullding On The Great Lekes

There are 18 building ways on the Greet lakes that can build
vessels ~of the meximum length required for Ieke service, The maximum
size of vessel that c¢an pass through the locks from the Great Lokes
into the St Lawrence River and to the sea is 260 feet long, 43 feet
beem &nd 1Y feet draft, or about 3,800 tons zross, The St, lLawrence
waterway, under consideration for the past few years would admit 87
percent of world tonnage to the Great Lekes,

Shipbuilding On The Great Rivers

The Great Rivers have ample facilities for bullding the types
of vessels that can navigate those waters, Upon the completion of the
present program of dredging and dams on the Great Rivers there will be
gbout 13,000 miles of navigable waters with channels of varying depths,
The amount of tonnage bullt on the Great Rivers i1s extensive, The
rivers are feeders to the sea, but river yerds have not been building
meny vessels that are classed as of the seagoing type becauss of depth

of water available,
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Smell Shipyards \‘ vt S’

Aside from shipyards capable of building seagoing vessels there
are a large number of shipbuilding plants in the United States capable
of building vessels of small size, such as tugs, barges, carfloats and
other small creft, About 250 were so recorded at the time the industry
was working under & code from 1933 to 1935, They represent, however,

a small percentage of the total employment in the industry.

Ship Hepair Facilities

As stated, thers are at the present iime ample ship repair
facilities on the seaboard, on the Great Lakes, and on the Great Rivers,
for the repair of vessels of all types that enter our harbors, These
facilities are well distributed over the Atlantic Seaboard, the Guif,
the Pacific (oast, the Great Lakes, and the Great Rivers,

Recent records of the American Bureau of Shipping show available

privately owned graving docks, floating docks and marine railways as

follows:

On the North Atlantic .« o v v 4 o s « o o o « » » 166
South Atlantic ] [ ) [ ] - » L ] . L . . L] L ] L] . 63
G"UlfCOaSt'....-.- . » * & s @ 31
Pacific Coast . . . . . s e« » +_h8

Total: 318

Of the above, 160 will hendle vessels
up to 200 feet in length;

An pdditionel 74 vessels wp to 300 feet:

An additionzl 29 vessels up to 40O feet;

An additional 32 vessels up to 500 feet,

And 23 are able to accommodate
ships of 500 feet in
length and over,

Totals 318
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Allled Industrisas

With a very few exceptions there are ample facilities in the
United States for the production of the materials and equipment re-
guired in shipbuilding and shiprepairing, As most allied industries
devote but & small part of their production to shipbuilding and ship-
repairing there is usually an ample margin to teke care of any ordimary
increase in volume of shipbullding, either of commercial or govermment
work, Restrictive legislation, however, concerning employment and
limitetion of profits has eliminated from the field a considerable
number of those industries that have in the past bid on government
work, More specification and inspection requirements on government
work from year to year tend to delay deliveries of material and eguip~
ment and lengthen the time of construction of government vessels, fThe
few exceptions to which I refer are new material requirements brought
about by the development of the art and science of the industry.

The broad participation geographically and by industries of the
Allied Industries in furnishing materials and equipment used in ship-
building 18 shown on Exhibit "B¥ attached, As shown on this Exhibit,
approximately fifty percent of the cost of a vessel i1s for the
materials entering into or used in its construction,

Exhibit ®C¥ shows the many different kinds of material used
in shipbullding eand the States from which these materials originated
in the construction of a large size commercial vessel built a few years

8580,
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Zmployment

By virtue of the large volume of naval construction that has
been coatinuously underway for several years past, the large program
of the Maritime Commission now underway, the construction of o1l tankers
and the large number of small craft such as barges, tug boats, ferry-
boats, etc,, employment in the industry has reached a point in excess
of that prevailing at any time in the history of shipbuilding in the
United Btates except during the VWorld Jar, IEmployment in the industry
must teke into account employment in government navy yards as well as
in private shipyards because the navy yards utilize the same class
of labor that is employed by the private yards, It 1s difficult to
secure accurate figures covering the entire shipbuilding and shiprepair-
ing labor employment, but a reasonable epproximate estimate of
employment at the present time in private shipbuilding and shiprepair-
ing yards and govermment navy yards is 90,000, and probably an equal
number in the allied industries making material end equipwent for the
building and repair of ships, The pesk of employment, however, will
not be reached before early in 1941,

The industry, of course, has its problems in the training of
additional men to meet shipbuilding demands, but this problem 1is
belng successfully met,

Shipyard Organization

It 1s hardly necessary to tell this group that a shipyard must
be located where there are water facilities ample for launching and
for wet dockirg wvessels while being outfitted prior fto delivery. It
must have shops suitably equipped for each of the trades involved,
necessarily covering & consldorable amount of ground end requiring facilitics

for the assembly, storsge and transportation of meterials.
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Technical Staff: I have previously mentioned the technical

gtaff of a shipyard, Every importent shipyard must carry a staff of
technical men who have devoted their lives to the design of vessels

and their mechinery, and many of these techniclans have been continueally
employed in such work for $wenty, thirty or even forsy years,

Bids for new vessels are submitted on general plens and specifice~
tions supplied by the buyer whether for a Government or for a commercizl
vessel. The responsibility then rests with the builder, or in some cases,
upon a naval architect employed by the owner to prepare the complete
detailed plahs involved in the construction of a vessel: Government
vessels involve the preparation of more plane than commercial vessels,
but the number in each case is great. It is reported that on an air-
plane carrier the number of plans is as high as 2,000 and on & cruiser
from 1400 to 1500, with cost in the first case mounting as high as
$2,000,000 or more, and in the case of the cruaser to $700,000 or more,
Shipyard estimates of the cost of plans for battleships now under
construction are all in excess of $2,000,000,

Naturally if more than one ship 1s buillt from the same plans the
cost of plans per ship i1s lesss 4s & matter of fact, however, the
number of ships bulit from duplicate plans in peacetime 1s always very
small,

The Maritime Commission has performed e commendeble job in a
subgtential degree of standardizacion of ships! forms and character-
istics which has mede possible the ordering of groups of ships of the
same deslgn, Although the number of ships in a group is comparatively

small this procedure has nevertheless effected substantial savings
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for each ship of a group under the cost where one ship only would have
been ordered instead of a group of ships. An actual record of bads on
60 ships where the bidders submitied & bid on 1 ship and enother bid
for the building in groups of 3, 4, 5, 6, 7 or 8 shows 2 reduced total
cost for such ships ordered in groups of about $18,000,000 over what
they would have cost for 60 contracts on the basis of 1 ship only
from each desizn,

A factor of great imporitance in shipbuilding and ever oresent
in the minds of the designer 1s the gquestion of weight. Ships are
designed for specifled drafts aand in consequence the permissible
weight of a ship 1s limited, and all factors of desizn affecting
weisht have to be given consideration,

Mechanical Staff: Thers are not less than 25 trades regularly

employed in a shipyard, Those men who lgy down the lines of the ship,
prepare the templates and meke patterns must have considerable tech-
nical ability as well as mechanical ability, and furthermore, all
departments must have and must retain a nucleus of men skilled in
ship construction, who are able to read plans, Shipbuilding 1s so
diversified and so special in character that 1t requires a larger
percentage of men with greater all around experiencs than prevails

in most industries, It 1s possible to develop men for some of the
work in all trades ln a comparatively short time if 2 nucleus of
experienced shipbuilders is meintained and helpers and laborers can,
of course, be drawn from other industries and perform satisfactory work

within a very short taime,
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The Cost of Ships

The cost of ships, like that of practically all commodities,
has gone up within the past few years, and this has been due to
reasons largely beyond the influence of the shipbuilder, Constantly
increasing labor rates, hlgher material costs, which are again due
to higher labor rates and hither grade materials, social security
taxes, additional owner and Government requirements and more rigid
inspection have all led to higher costs,

The Maritime Commission in 1ts "Economic Survey of the Ameraican
Merchant Marine" states that not less than f£ifty buresus and executive
depertments and independent agencies exercise some measure of
Jurisdiction over shipping, While this number may be a little high
for shipbullding, it 18 nevertheless itrue that a great aumber of
exscutive departments do have something to say in connection with
shipbuilding, The time involved in dealing with the various depart-
nents and securing their approval of hose matters over vhich they
have jurisdiction is a factor of heavy expense when building for
the Government, and only to a lesser degrece when building for private
account.

A few figures to show the average labor rate in the industry
by six month periods from June 1933 to June 1939, as reported by the
Bureau of Labor Statistics, Department of Labor, should be convincing
as Lo a substantial reason for higher costs today than prevailed six

yeers ago, They are asg follows:

June 1933 $0, 555
Dec, 1933 .651
June 1934 . 728
Dec, 1934 . 756
June 1935 . Th2

Dec, 1935 TTH



June 1936 $0, 754 é“’?‘“ %ﬁ:’

Dee, 1936 <94
Dec' 1937 0850
June 1938 «833
Dec, 1938 847
June 1939 . 832

New Developments In Shipbuilding

The most outstanding development in the shipbuilding industry
in recent years is welding, Whereas ten years sgo & welded varge
was considered an experiment, now 1t 1s the genersl rule to vholly
weld nearly all barges, carfloats and small craft, all of the interinal
work on many of the larger ships and in some instances tne shell
plating of ships of large size, ~ the most advanced step 1n this
direction being the construction of 4 large o1l tankers, 521 feet in
length by the Sun Shipbuilding and Dry Dock Company - 3 for the
stlantic Refining Company and 1 for the Sun 031 Company, One of
these tankers 1s completely welded throughout and the other 3 are
completely welded except al the ends, These vessels are in operation
and it 1s reported are giving good service, The Sun Compeny now has
in hand contracts for 2 more vessels of the same size to be completely
welded throughout,

welding in the place of riveting has not only changed the
details of ship and machinery design but 1t has required tho use of
different types of equipment than those used with riveted construction,
s0 that pneumatic equipment, punches and some other shipyard toolg
are being discerded for welding equipment. While o0ld equipment 1s
being retained in most shipyard shops for the present 1t is probable

that much of 1t will have to be discarded within a few years, Wwelded
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construction during its development has taken & little more time
than for riveted construction, but this handicap is being overcome
as oxperience 1s gained in welded construction,

0f the 128 cergo and combination passenger—cergo vessels now
tuilding under the Meritime Commissiont!s program 42 of the vessels
are to be propelled by Diesel engines, lU4 by what is known as the
#direct drive' and 28 through ®reduction gearst,

Por steam driven machlnery there has been & continued advance
wpward in both steam pressures and in temperatures, The Maritime
Commigsion has one contract for a cargo vessel calling for 1200
pounds pressure and 950° F., temperature, and another one with 1200
pounds pressure and 750° F, temperature, using the reheating cycle.
It 1s expected that these installations will reduce fuel consumption
below 1/2 pound per horse power per hour,

Private Shipyard Construction Of Government Vessels

Except at rare intervals merchant shipbuildirg in the United
States, by 1tself, has not been adequatse to maintain a highly
efficient shipbullding industry, Several of the large shipbuilding
plants have been developed and maintained largely through participation
in the bullding of naval vessels, Neval shipbuilding has always
been considerable in amount, even when sppropriations were small,
and it has been an important factor in developing and maintaining
shipbuilding orgeniszations, As stated, the neval shipbullding
program is at present divided approximately one-half to the private

shipyerds and one-half to the govermment navy yards.



The private shipbuilding industry 1s an important factor in our
national security, as 1n the event of & war in wanich this country 1is
engaged such as the Vorld War, government navy yards are so largely
engeged in the repair and equipment of their own vessels tuat new
construction must resl largely with the private shipyards, Readiness
to meet emergency conditions requires that the private shipbuilding
industry be kept reasonably active at all times and 1t should continue
to participate Lo a large degree in the building of naval vessels for
this purpose,

The recommendations of the Senate Commities on Munitions, of
which Senator Nye was chairman, were for omne hundred percent navy yard
building of naval vessels, This recommendation 1f carried out might
prove to be disastrous in a national emergency as there has never been
sufficlent commercial work except in rare instances such as the present
to keep larger shipyards active in peacetime, The commitiee has gone
further by suggesting that the war Depariment should have dies and
fixtures made 1in peace time and ready for use in private industry in
the event of an emergency, It would not be posslble to proceed far
on such a recommendation, The art of shipbuilding 1s changing so fast
that 1% 1s i1mpossible to prepare very far shead the equipment necessary
to be used in the building of ships, particularly smaller equipment
such as dies and fixtures, and other devices necessary o produce
expeditiously small parts in large numbers

The answer of the shiobuilding industry to the Munltions Committee
Report is contained in a booklet prepared under the auspices of the
Yational Council of American Shipbuilders and released in Merch 1937.
This answer points out the important part played by shipbuilding in the

affairs of this country and the importance of its preservation,
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Imergency Expansion

I have saslready mencioned the desirability of expanding shipbuild-
ing facilities as neeced by existing organizations so as w0 preserve
to those organizations vheir tecanicel staffs and their mechanical
staffs, Expansion can take place either on property contiguous to
existing shipyards or shiprepair yards, or, if necessary, at other
locations where the labor market i1s good., In &n emergency, an
expansion of shipbullding personnel would be inevitable, and that
could best be accomplished by the development under existing ship-
building persoanel of others who m2y be called inte this field, New
shipyards under new menagement, 1f built, must teke {heir personnel
from existing shipyards at a serious handicap to the latter as
occurred during the world wWar, and in my opinion with a production
of fewer ships and &t & higher cost {than would heve resulted if these
ships had been buillt by the expension of existing facilities and
existing organizations,

™roes of Ships

To those concerned with the development of a shipbuilding program
in en emergency, consideration should be given to a limitation of the
number of types and the production in particular yards of as many
vessels of the same type as the facilities of those particular yards
vill permat, As shown, such a program as now underway to a limited

small groups of
degree by the Maritime Commission through the building of /ships of

the same type involves less cost of production and more production

in the same length of {tuims,

47
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Merchant Marine Act of 1936

The Merchant Marine Act of 1936 was quite extensively modified
in 1938 and to a lesser degree in 1939 so that 1t 1s now in a much
moie workable condition than when first passed, althougl. further
changes may be expected from time to time, I have shown what the
Act has accomplished so far as new construction 1s concerned, and
1t 1s gratifying to note that nearly all of the ships ordered prior
to those recently placed have been allocated to private ship oWners
for operation., Some have been sold, others have been chartered,

It is too early to predict the effect of the war abroad on United
States merchent shipping, In some respects 1t has increased lhe
demand for ships, Under the Neutrallty Ac., nowever, the country
1s faced with a serious problem in the stoppage of the services
it has ullt w to belligerent ports and end to neutral ports in
the war zone, the outcome of which 1s as yet wicertain,

There are meny olher interes.ing phases of the shipbuilding
problem, but I have wouched only upon those which 1t seems to me

to be of the most interest tc your class,
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THE ARMY INDUSTRIAL COLLEGE S
Washington, De Ce

DISCUSSION
following lecture by
He Gerrish Smith, President
Nataional Council of American Shipburlders

November 13, 1939

Qe Mre Smith, 1s the Umted Fruit Company the largest user of
orgamzed shipping under our own flag®

As No, I belaeve nobs I think probably the Umted States Ianes
have more tonnage than Umted Fruit, because vhey have some larger
shipse No, as far as ships under the American Flag are concerned, a
larger percentage of Umited Fruit ships are under foreign flags and
are foreign buwrlt,

Qe Then this Embargo Act won't interfere with their shipments?

A, I don't see how 1t coulds They have a good many under the
Panama flag, they have vessels under various flags,.

Qs We hear something about motorized shmps these days. Is there
2 tendency for that type of power to dusplace steam?

Ae TWell, at 15 true that more ships with Diesel engines have bee
bualt in the last few years than steamshipse I meant to mention thab
in my btalke For some years past some of the oil tankers buirlt in this
country have had Diesel installstions. The Shpping Board some years
back put Diesel installations into 20 old ships~_installations of
various types which were not entirely successful, The Maritime Commis
sion has for the first time called for Diesels to any degree in vessel
of the cargo types, and our present program calls for a larger percenu
of Theselss There are 42 of the ships now, of the 141 in the program,
that are to have Diesel engines and 28 of them have Diesel reduction

gears.
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Qe The 141 ships now under construction presumably will replace
tonnage now 1in operation that 1s obsolete, What will become of that
tommageg Will a1t be junked or sold? TWhat is the program of disposal?

A, That 1s a problem that stall confronts che Maritime Commission
and the answer 1s not yet defimite, bubt the policy is, of course, that
those old ships winch come out of the service wall not be allowed o
come inlo the service in competitron with the newer vessels. You may
have seen that Brazil was kind enough to take over 14 of those old ships.
It 15 to the best interests of everybody interested in the American
Merchant Marne that these old ships, which are substantially obsclescent,
should not be allowed to get into any compebitive service,

Qe Is lhe goal defimitely to buirld up tonnage to carry our types
of products, or for overseas trade? Is there any definite goal?

A, The Act of 1936 says that we shall carry a substantial part
of our goods in foreirgn trade. The Acts of 1920 and 1928 saad “earry
a greater part', which 1s over 50%. I believe we aim to obtain around
a third. Personglly, I believe that 1f we get a third and hold to 1t
we will, perhaps, be satisiied.

Qe Mr, Smith, I don't understand the exact financing arrangement
of the part of the Maritime Commission or the Govermment in connection
with the burlding of a commercial ship,

A, Well, under the Merchant Marine Act of 1936 the Govermment
provides for two subsidies 1n foreirgn tradey no subsidies 1n domestic
trade, In foreign trade 1t provides a subsidy to carry the differentral

in cost in shipburlding and then to carry the differential in cost of
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operatione. You see, with our labor rate over here, which 1s about

2% to 2% times that of Great Bratain, and more out of proportion in
relation to others, 1t 1s wholly impossible to stay in foreign trade
without some Government assistance, so that the Government now sells
the ship, or he contracts for a ship wath cooperation with the owner
operator, at the foreign prices The Government pays the difference
between the foreign price and the Amercan price, The burlder pays 25%
while the ship 1s being builv and he pays the balance over a perrod of
years, with interest at 3%% ot the foreign price.

Qe Is a ship financed in that menner a Marmtime Commaission vessel?

A. No, 1t becomes the owner's ship when he pays the full amount
of tne foreign price. I bthink he has 20 years in which to pay off the
full cost based on the American price. He is allowed that differential,
There 1s no other possible way of staying in foreign brade,

Qe Mre Smath, T would 1xke to ask you how the subsidies to thexr
shapbuildaing industries by foreign governments compere with that of the
Unmited States and how they affect the subsidies that the United States
1s required to put out to the shipbmilding industry.

A, As to the question of what 1s§co.mberva.111ng subsidy there was
some change in the last act of Congress which permits consideration to
be givea to that difference in subsidy to the other fellow's subsidy,
to be taken into account in connectron with operating cost, Practically
all of the other nations have Slle’ldles of some kind, Ibaly very heavily

subsidizes 1ts shipse Breat Britain cloims 1t has never subsidized shiips

unt1il recently, but 1t, nevertheless, has had substantial mail pay and
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has had compensabtion for being in the Merchant Marine Reserve, Within
the last two years 1t has had direct subsidy and has unquestionably
granted aid to 1ts ships in various ways. It has insured loans, for
instance, for the building of ships, and i1n a good many cases, when
those loans have gone bad, they have just carried them,

Qe Subsequent to the World War a greab many of our best ship-
burlding companies went out of exaistences Do you consider the present
concentralion of shipbuilding is advantageous to the Umited States 1in
peacetime and also in warbime®

Ae Viell, you say after the World War a good many of the best of
them went out of business. As a matter of fact, that was only one of
the very large shipyards which went oub of business, and that was not
due to the World War, but to comtracts after the World Ware, I would
advocate at all times ample shipbuilding facilities in lhe countrye
There are at the present time six yards buirlding naval vessels and in
additron to that eight yards burlding large size commercial vessels,
That 1s a pretty good nucleus of shipbuilding facilities at the present
time—14 vards and a good many smaller ones that —there 1s still one
more that 1s coming into the picture~that would oce 15 yards., That is
a pretty good nucleus of shipburlding and will take care of expansion.
The smaller yards can, 1n an emergency, take some of 1t,

Qe Mre. Smith, do you consider that 1t i1s better then that those
plants should have gone on and concentrated on a few plants?

A, I glways regretted seeing Cramps go oub of business. They were
an old established plant and doing excellent work for over a hundred

years, bubt it was one of those things that happen ede.
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Qe I am interested in construction contracts—not only the method
of lettang constructron contracts, but the type of construction contract.
I suppose a sitvation mght arise in which quantity production in ship-
burldang would become so desirable that its speed in construction would
have to be stepped up enormously—-somewhat like exasted during the World
War. I wondered 1f the desire for speed-—desire for vast quantity pro-
duction might not become so great that correct estimates for contracts
could not be submitted;so that compebition might not be possible; snd in
such a situation is the shipbuirlding industry prepared to resort to
quantity production withoutv resorbting to cost-plus conbracts?

As Yese They would be glad to operate on a basis of cost and fee,
I believe beyond a question of a doubt that the cost and fee 1s a pretty
good proposition and 1t obbained during the World War on some contractse

Qe Mr, Smith, these types CR2, C3, and Cl that the Maritime Commis-

sion 1s fostering—could you give us a word on the military characteristics

A

A

of those ships? What are the low lamits of speed or how do they otherwise

incorporate military features®?

A, If I remember 1t correctly, the C2's are 16> maintained ships,
the €3ts are 155. At any rate, 1t groups in that vicamty, I think 163,
and actbual resulbs have shown considerable more speed, These 12 o1l
tankers to which I referred, bwlt by private contractors for Standard
011 Company of New Jersey, are showing speeds of sbout 18 knobtse I
believe the maintained sea speed is-“to be aboul 175, and the Goverrnment

18 paying around $1,000,000 a ship on those for that higher speed.
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Colonel Borden Gentlemen, Mre Smith has been very kind and

I wall let two more questions come 1f there are any more,

Qe Mre Smath, I would like to know how the shipburlding industry
regards the present neutrality legislatione. Does it regard 1t with
equanimity or alarm® What would be the effect on the shipburlding
andustry®

As A1 T can do 1s express my personsl opimions Of course, T
stall believe in the old slogan of "The Freedom of the Seas". Any
fellow who wishes to operate a ship anywhere at lns own rask 1s entitled
to do soe I don't believe 1t 1s & factor that wall bring us into war
or keep us out of war if the Government lets him undersland 1t 1s at
his own riskes

Qe TWhat waill be tne effect?

A. TIf these ships are not permatted to engage either directly or
indirectly under another flag an European service, I think 1t 1is going
to be duisastrous to those services that have been builv up. When the
war 1s over, parvicularly if i1t 1s of any length, they would have to
start in entirely new and the question, then, 1s to what degree those
ships can be placed in other services, and that i1s yet indeterminate.
The 1ndications are, as reported by the Maritime Commission, that 1t
will leave a large munber of ships 1dle, and that additionsl South
Ameri can and other services wrll not be ample to absorb the surplus
tonnage drawn from these European tradess

Colonel. Borden., I would like to propound a guestion. How many

ships can be constructed efficiently at one yard at lhe same time, say

of the size Cl, C2, or C3%
- 6 —
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As Some of the yards now have upwards of threes. It depends
entirely oa how you buzld up to handle them. By the time you get up
to full speed you will have nrobably twice os many men as when you
began operaling, Perhaps you wall burld four or five av once—there
15 almost no Ilamt to that except the exastang facilities wrthain the
plant, and then a1t depends on the plante One plent wll order i1ts
machinery ovtside, order 1ts boilers outside, get &1l of ats pipe
covering done by comtract, and 1t, therefore, concentrates on steel
construction, electrrcal outfatting, and the fitting of the piping,
Others burld their owmn mschinery, their own boilers, so you have got an
entirely different problem, but I would say that 1s really unanswerable
because you can build to almost sny requirement 1f you take time enough.

Colonel Borden That was a little bit unfair. I w@s trying to ged

for the class some iwpression as to what the industry actuslly points
towards Now I understand, of course, 1f you stendardize on your ships
you can pub as many as you can get ways fore Normally, say Newport ilews,
how much shipping do they construct at a single time——large ships

of various designs and conditions?

Ay That 1s 2 tough problem because they hsve an airplane carrier,
they have some cruilsersi they have the high grade passenser ship
UAmeraica®s they have some C3%s, and I think some Cl's; and they mun
a repair business at the same time. I think they have about 20 mixed
contracts, If they had to expand they would run additional ways some-
vwhere outside, and then they would see where they could get some work
oone that they are now doing themselvese. That can be increased, you see,

to a very considerolle degree beyond what would be their normal opera-—

ting capacitye -7 -
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Colonel Borden TWell, lr, Smith, we are very much indebled to

you for your kindnesse.

Wre Smath  Thank youe



