as a means of fostering and pfomotmg United States commerce and I;ro-
tecting it from discrimination, The world ha/s‘ gre‘at.ljr"alteied sincé this
concept was' developed; and while it may have had some basis in 1936, the
American foreign trade is too large a share of total world trade for it

to be neglected by the ships of any important maritime country. The ex=
clusion of a large number of operators, the corresponding favoritism to
others, alohg with the unnecessary inflexibility which the present
arrangement imposes upon the existing operators therefore make a reasonably
s;c.rong case for the elimination of this feature of tﬁe promotional programe
Some other means should be found to Limit the total amount of subsidy.
This one does more harm than goods A better way would be to prorate the
available subsidy among all qualified operators and then to 1@1‘. 'bh'o‘se that

have additional vessels operate them with foreign crews.

Conclusion and Recommendations

In sum then, this brief analysis of the ends and means.of merchant -
marine policy suggests the following conclusions: _ ’

1. The commercial justifications for an American owned and operated
fleet are so negligible as to have no bearing at all on the determination
of maritime poliecy at the present time. Su-cil 5enefits as do ex:l._st, can

be equally well accomplished by American controlled shipping under foreign

ﬂag. Neo-mercantilistic ideas in the past were only stupid; in the present

world, they are suicidal, It makes no sen;se to engage in an economic cold

war with those countries whose cooperation and economic vitality are

essential to our own Security.

2+ The strategic justifications for independent shipping capability *

are therefore controlling in the determination of our maritime objectives.
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These strategic factors are themselves in a state of flux, and are
certainly quite different from those on which past maritime objectives
were based, The demands for sea lift capacity in future conflicts--which
are most 1ilgely to be of the l:';.udt.ed war variety'--'t-ﬂ.ll be much less than
in the old fashioned war of attrition. WNot only will the over-all demand
for sea 1lift capa;city be less, but the need for independent capability in
this respect is also much less pressing. Still, the cohesiveness of the

" Western collective security arrangements is not such that the United States
should completely abandon its objective of maintaining some independent

" shipping capability. But it is also clear that we should not feel obliged
to maintain our entire limited war shipping requirements under direct

American control, -

34 The radically altered international situation and the imperatives
of collective security require a complete alteration in our ship procure-‘
ment policies and a substantial down-grading in the strategic value of an
expangible domestic shipbuwilding industry. Newport News is no longer a
more secure source of supply than is the United Kingdom. Fui"chermore, most
strategic estimates see future wars fought with forces in being. Under
such circumstances, offshore procurement becomes a much more feasible
policy, especially when it is so much more economical,

L, The increasing bﬁden of national securiiy expenditures is such
as to require a greater specialization of effort on the part of the Western
countries, including Japan, Therefore, the United States should actively:
seek to redu¢e the size of the uneconomic publicly supported Ameriecan
controlled fleet. This should be done, however, only within the frame-
work of firm assurances by our allies that the United States! es;ential

needs will be covered in time of emergency.
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S. While the sea 1ift demands of limited war are substantially less
than those of wars of attrition, limited wars still require more shipping
than is likely to be in active operation at the euj:break of hostilities.
This suggests that a reserve supply of shipping of modest proportions
should be in existence to meet such emergency demands. Idea.ll;, .the
burden of this reserve supply should be a coliective matter worked out by
joint negotiation. Until ‘this is done, however, the United States will
probably be advised to maintain a substantial portion of this -needed
reserve as a major feature. of its maritime objectives.

Given this cbjective of maintaining under direct American control
the smallest active fleet possible, consistent with the needs of national
security and the present state of the Western collective security arfange-
ments, the following -guide lines appear to be relevant:

1, Our policy should be as flexible as possible and should be
continually reappraised in recognition of the fact that the strategic
requirements for independent American shipping capability are theﬁselves
in a state of flux.

2, Particular attention should be paid to the means by which we seek
to maintain this independent shipping capability. Every attempt should be
made to choose those means which are least disruptive of normal economic -
relations and which do the least damage to the d-evz;.lcpment of stable
collective security arrangements. |
\ 3. The means chosen should be as economical as possible, consistent
with the above objectives and guides, - o .

Taken all together then, this study suggests the following outlines

of 2 modern merchant marine policy:
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1. The present law should be amended to give appropriate recognition
to the primacy of the security objectives of merchant marine promotion.
This would serve to clear up some; of the present confusion over the pure
pose of merchant marine promotion,

2. The size of the primary fleet under firm United States control
should be limited to just enough capacity to permit the United States to
maintain its major policy-making role in the Western alliance, The author
has proposed a fleet of about 250 ships. This fleet should be reduced as
the stability of the Western alliance increases, or vice~versa.

3a The portion of the fleet maintained in active operation should be
determined by the need to maintain enough sea=going skills to pperate the
full fleet and by the status of international t.enéioﬁs. Under present
conditions, this active fleet should consist of about 150 ships.

L. This active fleet should consist of privately owned ships, built
wherever they are least.expensive to the owner's specifications, and with
the owner"s. money.

5« This active fleet should continue to be operated privately.

6. An operating-differential subsidy covering wage d:'Li;fe-rentials
should be retained as the primary incentive arrangement. Any type of
ship--dz'y-cargo » tanker, or bulk--~would be eligible.

7. Various administrative sanctions should be developed to supplement
the market sanctions of the operéting-differential subsidy, where the
latter appear to be unable to accomplish the desired public purpose.

These administrative sanctions should be openly determined, and uniformly
applied,

8, The essential trade route requirement should be abandoned, This
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would give the private operator the _needed freedom to manage his own

affairs and to cbmpe‘t':e effectively. B -.“..\_
e The vafious cargo preferences should be sbandoned as a costly

irr!tant to Western poﬁticﬂ cohesion, |

10, The privately owned and operated active fleet should be supple=
mented by a government-owned reserve fleet. Government ownership of the
reserve fleet would permit maximum flexibility in the management of the
" total size of the primary fleet qnder firm United States control.

11, Except for a few experimenta.; ships, this government-owned
reserve fleet would be procured from low-cost foreign yards,

12, The ships 1n the government-owned reserve fleet should be de-
signed for maximum military effectiveness.

13. The total fleet ﬁnder firm United States control should be come
posed of an appropriaté balance of roll-on roll-cff, unitized cargo,
general cargo, and liquid carge vessels. If the privately~owned part of
the fleet should lack this balance, it should be offset in the compésition
of the government=owmed reserve fleet.

1. Under certain conditions, such as an unexpected shipping shortage,
and after full public hearings and perhaps even the approval of the
President, or the Secretary of State, the vessels in the government-owned
reserve fleet could be assigned to private operators for temporary active
operation, Thel assigmment should be made on the basis of competitive bids
with adequate safeguards and full publicity. Perhaps, even a minimum
charter ;'ate should be determined to protect the public. Presumably, under
full emergency conditions, the vesselé would be assigned to managing agents,
or to the Military Sea Transport Service.



