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UNITED STATES SHIPPING BOARD

ORGANIZATION

On July 1, 1924, the Shipping Board consisted of the following
members: T. V. O'Connor {chairman), Great Lalkes, appointed a
member June 9, 1921, term five years, qualified June 15, 1921;
Edward C. Plummer (vice chairman), Atlantic coast, qualified
June 14, 1921, term three years, reappointed May 23, 1924, term to
expire June 8, 1930, qualified June 3, 1924; Frederick I. Thompson,
Gulf coast, served under recess appointment from December 1,
1920, to March 4, 1921, qualified June 13, 1921, term two years, re-
appointed June 9, 1923, and served under recess appointment until
January 28, 1924, when he was appointed for a term of six years;
Meyer Lissner, Pacific coast, term one year, qualified June 186,
1921, reappointed June 13, 1922, term six year; W. S. Benson, At-
lantic coast, served under recess appointment from December 1,
1920, to March 4, 1921, term cne year, qualified June 13, 1921, re-
appointed June 13, 1922, term six years; Bert E. Haney, Pacific
coast, appointed July 1, 1923, qualified July 2, 1923, serving under
recess appointment until January 28, 1924, when he was reappointed
for the unexpired term of four years from June 9, 1921, and re-
appointed for a term of six years from June 9, 1925; William S.
Hill, from the Interior, appointed to serve unexpired term of A.
D. Lasler, resigned, qualified February 1, 1924, term to expire June
8, 1927.

During the year the board held 116 meetings in addition to many
special hearings conducted either by the board or by committees
thereof.

Carl P. Kremer, sccretary of the Shipping Board, resigned, ef-

- fective March 15, 1925, and was succeeded by Roy H. Morrill, ap-
pointed, effective April 1, 1925.

GENERAL

The scheme of organization and functions of the United States
Shipping Board have remained practically unchanged since the last
annual report. Its work under the shipping act of 1916 and the
merchant marine act of 1920 is clearly defined and divides itself
into three distinct headings: (1) Regulatory and promotional; (2)
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4 NINTH ANNUAL REPORT UNITED STATES SHIPPING BOARD

maintenance and operation of the Government merchant fleet; (3)
liquidation,

The board has kept constantly in mind the mandate of Congress
expressed in the merchant marine act, 1920, as defining the goal
toward which we are to aim and expressed in the preamble thereof
as follows:

“That it I3 necessary for the national defense and for the proper growth of
its foreign and domestic commerce that the United States shall have a mer-
chant marine of the best equipped and most suitable types of vessels sufficlent
to carry the greater portion of its commerce and serve as a naval or military
auxiliary in time of war or national emergency, ultimately to be owned and
operated privately by eitizens of the United States; and it is hereby declared
to be the policy of the United States to do whatever may be necessary to
develop and encourage the maintenance of such a merchant marine, and, in
so far as may not be inconsistent with the express provisions of this act, the
United States Shipping Board shall, in the disposition of vessels and shipping
property as herelnafter provided, in the making of rules and regulations,
and in the administration of the shipping laws keep always in view this
purpose and object as the primary end to be obtained.”

Regulatory and Promotional.

The board’s organization is divided into seven bureaus, namely:
Bureau of Traffic, Bureau of Operations, Bureau of Construction,
Bureau of Law, Bureau of Research, Bureau of Regulation, and
Bureau of Finance, the details of Which are submitted herewith,
besides committees of the board dealing with such matters as
dieselization of ships, ship sales, codification of navigation laws,
registration and transfer of ships, construction loan fund, claims,
ete, Some of the functions consist of dealing with the charter
of United States ships to aliens, rules for registry, recording of
titles, rules and regulations affecting shipping, rules for income
tax deductions, investigative functions, cost of building here and
abroad, advantages and disadvantages of operating vessels under
American and foreign registry; rules for construction and classifica-
tion here and abroad, marine insurance, navigation laws and rules
thereunder, status of mortgage loans, discriminatory practices and
penalties provided, discrimination by foreign governments against
United States vessels, study of ship routes necessary for American -
commerce, mail payments on essential routes, advise Interstate Com-
merce Commission as to railroad rates or practices inimical to the
flow of American commerce, administration of construction loan
fund, and the general promotional work of the board in the upbuild-
ing of an American merchant marine. The board is proceeding in
the full development of these functions,

Each bureau is under the supervision of a commissioner. After
the preliminary and advisory work on any subject has been com-
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pleted by a bureau, the recomimendations thereon may be reported
to the entire board for action.

The broad, regulatory, and quasi-judicial powers of the board
extend to the American merchant marine as a whole, whether pri-
vately or publicly owned. Among the functions in this group may
be mentioned:

(a¢) Prevention of all unfair practices, inclnding payment of
deferred rebates, use of “fighting ships,” or resort to discriminating
methods or contracts.

(%) Requiring the filing of copies of agreements fixing rates or
any memmoranda of facts.

(e) Altering rates or fares to correct discriminations,

(d} To report to the President cases of discriminations by foreign
governments against the American merchant marine.

(¢) To determine whether a United States vessel may be trans-
ferred to foreign registry, and to approve or withhold approval of
charter to an alien.

(7) To approve all Government rules and regulations affecting
shipping in the foreign trade,

{7) To cooperate with the Post Office Department in fixing rates
of compensation for ocean mail contracts.

Some of the duties in connection with the promotional work are:

(e) To study the main routes desirable for American commerce
in general and to determine what lines should be established.

(¢) To male Joans from the construction loan fund to aid private
citizens in the building of ships.

(¢} To promote, encourage, and develop ports and water trans-
portation facilities in cooperation with the Secretary of War.

(d) To investigate the comparative American and foreien costs
of building, operation, and marine insurance, the advantages and
disadvantages of operating vessels under American and foreign
registry, the methods of classification, the navigation laws, and the
status of mortgage loans.

(¢) To adjust doiwnward the income taxes of shipping companies
under certain conditions to encourage new construction.

(f) To advise the Interstate Commerce Commission as to rajl-
road rates or practices which hamper the flow of commerce throuch
a port.

The separate reports covering the individual bureaus will be found
beginning on page 17 of this report.

Operation of Government-Owned Fleet.

As permitted by law, the Shipping Board, following its policy es-
tablished by resolution passed September 30, 1921, operates the
Government fleet through a subsidiary organization known as the
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Emergency Fleet Corporation, the president of which corpeoration
reports to the Shipping Board as to a board of directors, the board
fixing the broad general policies and holding the Fleet Corporation
officials responsible to it for results in the carrying out of the policies
fixed by the board. Accordingly, in line with established commercial
practices the board has adhered closely to the principle of placing
ample authority in a single executive for the administration of ship
operation. In fixing the policies for the operation of vessels the
primary purpose of the board has been to maintain berth scrvices
suflicient to insure to the comumerce of the United States regular,
frequent, certain, and permanent transportation to the prineipal
trade regions of the world.

About 80 per cent of American tonnage in operation on overscas
trade routes is Government owned. Half of the remaining 20 per
cent is owned by industrial earriers not employed to any consider-
able degree in the competitive field. Conditions have been such
that practically all American flag services, other than those operated
as industrial carriers, would have to be abandoned to foreign ships
if they were not maintained by the Government.

Therefore, the problem of the Shipping Board in this respect
resolved itself to one of efficiency in ship operation in order to
maintain the greatest possible number of vessels within the appro-
priations granted by Congress. Accordingly, the Shipping Board
on November 30, 1923, passed a resolution outlining a new ship
operation policy designed to increase efficiency and reduce the cost
of operation, which resolution in more detail provided for:

1. Consolidation of ship routes to avoid overlapping and duplica-
tion.

9. LElimination and consolidation of managing operators to reduce
their number,

3. Revision of the then existing operating agreement so as to pro-
vide for—

(2} An adequate fixed fee which should be the sole compensation
of the operator, dependent upon the volume of gross receipts, thus
establishing an incentive for obtaining full cargoes.

(3) Elimination of duplicate organizations in the handling of its
vessels while retaining supervision necessary to protect the Govern-
ment’s interest.

(¢) Establishment of closer supervision by the owner to safeguard
insurance, fuel, repair bills, ete.

(£) Elimination of fixed allowances.

(¢) Prohibiting subsidiary corporations except where specifically
authorized.

(f) Protection against foreign affiliations,
and the resulting reduction in personnel and administrative charges.
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Since the adoption of this new procedure as outlined above, our
voyage losses have shown a material reduction. The board has also
been steadily reducing its administrative costs, and it might be
stated by way of comparison that it has reduced the number of em-
ployees of the Fleet Corporation from in excess of 8,000 July 1, 1921,
to 2,245 on June 30, 1925.

During the fiscal year ending June 30, 1921, the expenditures for
salaries were approximately $15,500,000, and for traveling expenses,
office supplies, advertising, communication service, and other general
expenses approximately $8,275,000, or a total of $23,775,000.

On June 20, 1923, the number of emplevees had been reduced to
3,372, and for the year ending June 30, 1923, expenditures for sal-
aries and wages were $3,019,649, Traveling expenses, office supplies,
advertising, communication service, and other general expenses
amounted to $4,372,971, making a total of $13,422,620, or a reduc-
tion of 1923 under 1921 of $10,375,000 approximately.

On June 30, 1925, the number of employees was 2,245, and the
salaries paid during that year amounted to $5,247,193. TYor travel-
ing expenses, office supplies, advertising, communication service, and
other general expenses there was expended $2,207272, a total of
$7,454,463 and 2 reduction over the fiscal year 1923 firures of almost
$6,000,000. The number of managing operators have been reduced
from 36 on June 30, 1924, to 25 on June 30, 1925, which has per-
mitted supervision of the activities of managing operators with
greatly reduced personnel.

There is a minimum beyond which reduction in expenses can not
go and still give efficient service except by taking off of additional
ghips. A considerable part of the $14,000,000 reduction in appro-
priations and in operating expenses during the fiscal year 1925 under
those of 1924 was brought about by the reduction of ships in
operation.

The Shipping Board feels its responsibility imposed by Congress
to maintain adequate trade routes to carry the larger part of Ameri-
can exports and imports as an aid to American commerce and
national defense.

Whether the board will go forward with the establishment of a
merchant marine suflicient to earry the larger portion of our foreign
commerce in accordance with the merchant marine act, or whether
the lines already established at great cost are to be gradually aban-
doned, must be determined by Congress, either by specific legisla-
tion or in the granting of appropriztions sufficient or insuflicient to
carry on the work.

American flag vessels are now far from carrying a major portion
of the American imports and exports. Qur ecargo vessels in the
foreign trade have been steadily decreased in number.
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Figures compiled recently by our Burean of Research show over-
seas cargo carried in American flag vessels as follows:

Tmports | Exports | Total

Percent | Per cent | Per eent
7 29 3

Calendar year 1921_.._. - ——- . 3

Calendar year 1922 . o oo e vas N 28 a2 30
Calendar year 1023 . o v an e m—m e o 26 28 29
Calendar year 1924_ - 3l 28 20
Calendar year 1925 (ﬁ.rst ImIU ............................................. 30 27 28

These figures do not take into consideration bulk oil from Mexico
and grain, lumber, and ore from Canada on the Great Lakes, because
to present a true picture of the import situation the Mexican oil and
the Great Lalkes imports shonld not be considered in the question of
the American merchant marine.

Even including tanker cargoes, near by foreign, and the Great
Lakes trades, we find:

Imports | Exports | ‘Total

i
Per cent | Fer cent | Per cent
71

Calondar ¥ear [921 . o o ieeeencmam=sssamesassmme= e masec oo —s == ccma———— 33 , 3
Calendar year 1922__.. 63 40 51
Calendar year 1923___. 53 33 | 42
Calendar year 1924 __.__. 54 35 44
Calendar year 1925 (Arst hail 48 a 40

During the fiscal year 192324 we had an average of 338 cargo
vessels in operation, during 1924-25 an average of 299, and during
the ensuing fiscal year for 1925-26 an effort will be made to operate
279 freight vessels as a maximum within appropriations, whereas
the board feels the necessity of placing back into service an addi-
tional number of vessels rather than having to take them out of
service.

The board is directed to determine what steamship lines should
be established and are necessary for the promotion, development,
expansion, and maintenance of the foreign and coastwise trade of
the United States with 2 view to furnishing adequate, regular, cer-
tain, and permanent services. With respect to routes Congress has
also provided in the merchant marine act that where steamship
lines and regular services have been established and maintained by
the Shipping Board, such lines shall be maintained by the board
until in the opinion of the board the maintenance thereof is unbusi-
nesslike and against the public interest. The board feels that to
sacrifice any of the present routes would be injurious to the public
interest; to further lessen the number of ships or reduce the number
of sailings would not permit of adequate service, but would further
remove the present minimum protection of American producers,
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consumers, and exporters and would be an expenditure of money
for a purpose which could not be accomplished because of its in-
adequacy, resulting not only in gross waste of such funds but a
waste of moneys approprmted in the past to build these essential
ship routes. Additional vessels must be put into operation in order
to provide an adequate number of vessels to maintain trade routes
to meet competition of foreign lines. Reliability and responsibility
have been built up by the foreign lines through giving regular,
reliable, and frequent sailings to their patrons. Competition must
be met by competition, not only in quality of service but in quantity,
and if the board does not add more ships to these particular routes
where the foreign vessels predominate in such large numbers it is
impossible to hope to comply with the merchant marine act in the
building of a merchant marine to carry the major portion of the
commerce of this country,

Liquidation.

The board has maintained a vigorous sales program durmﬂ‘ the
past fiscal year.

In the disposition of the surplus ships there have been 63 sold
of a total deadweight tonnage of 359,867, for nearly $9,000,000.
This included 48 steel ships of various types and 10 wooden and
concrete vessels, together with some ocean-going tugs, barges, and
other craft. Five of the “ President” type passenger boats were
sold for operation in designated trade routes with guaranteed
service, 4 steel tankers and 1 steel cargo vessel were sold for change
of motive power, and 13 cargo and 1 passenger vessel sold with
obligation to perform specific alterations and betterments,

Of the dry docks which came into the board’s possession as a
result of the war three now remain. These have been leased to
private enterprise and are in general use.

Sales of surplus operating supplles and materials, approximating
£900,000, have been made, and in addition approximately $400,000
worth of material has been transferred to other Government depart-
ments. Some small lots of surplus material still remain to be dis-
posed of, but their values are nonconsequential,

The Federal Marine Railway Co. property on Hutchinson Island,
near Savannah, and a few houses in Camden, N. J., and Phlladephla,
Pa., and two lots in Drooklawn, N. J., are the only properties not
transferred. Some of these have been sold.

Hog Island was extensively advertised for sale, bids to be opened
October 1, 1925,

From the special claims appropriation of $50,000,000 there has
been disposed of claims aggregating $171,256,000 for settlement of

=
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$21,394,838 in cash and offsets and counterclaims of $22,459,088, or
a total value of $43,853,925.

Considerable progress has been made in the liquidation of old
accounts, both payable and receivable. Uncollectable accounts
receivable liave been thoroughly investizated and written off
when found absolutely worthless, old liabilities have been settled
or compromised, so that a considerable amount of dead accounts
have been eliminated from the balance sheet.

A decision of the board to sell some of the vessels for scrap
resulted in the sale of 200 for either scrap or conversion to Diesel

propulsion.
RECOMMENDATIONS

In considering the merchant marine problem of the United States
the first question to be answered is this: Is a merchant marine essen-
tial to the business prosperity and military security of the United
States?

This guestion has been repeatedly considered by Congress, and
from the time the first Congress spoke up to the time Congress
expressed its views in the merchant marine act of 1920 the answer
has been unqualifiedly in the affirmative. So that question, so far
as Congress is concerned, may be considered settled.

Next comes the question: Is it possible for an American merchant
marine to exist in the foreign trade of this country without Govern-
ment aid?

Passing over the emphatic declarations of earlier Congresses it
may be said that from the close of the Civil War, when the disap-
pearance of American merchant ships from the foreign trade of
this country became so marked as to compel congressional investiga-
tion, Congress has repeatedly considered this question, and from the
day that the bipartisan committee of Congress in 1870 rendered its
unanimous report up to and including the action of Congress as
embodied in the merchant marine act of 1920, the answer has been
in the negative, and in all these cases the kind of Government aid
which should be given has been stated by the Congress or its com-
mittees. The recommendation of the Lynch Commission of 1870 was
for direct subsidies for freight ships and mail payments for mail
steamers.

The act of 1920 provided for preferential duties on cargoes carried
in American ships; for preferential rail rates on cargoes delivered to,
or brought in by, American ships in foreign trade; mail payments
and other special aids like loans to companies who would contract
to build American ships, etc., were authorized. Therefore it may
be considered as settled by the deliberate and extended investigations
of Congress that Government aid must be given in some form in
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order that American ships may exist in the foreign trade of this
country.

The act of 1920, which created the present Shipping Board and
authorized it to operate and finally dispose of the great merchant
fleet which had been brought into being by World War exigencies
also provided the Government aids considered by Congress neces-
sary to enable the Shipping Board to perform the important duties
imposed upon it by that act. It was fully recognized that only
through such Government aids could private operators be induced to
take over these ships and operate them in foreign trade.

But those aids have not been permitted to be given. The very
premise upon which Congress based the operation and disposal of
these ships by the Shipping Board has been eliminated. The provi-
sions of section 34 have not been put into effect, which would have
permitted those contemplated preferential tariff and tonnage duties
declared for in the Wilson-Gorman and Dingley tariff bills for the
benefit of American ships in our foreign trade. The provisions of
section 28, allowing rail preferentials, have not been permitted to
go into effect. As a necessary result, private operators generally
have not been put in a position to take over and operate perinanently
lines of merchant ships in our foreign trade. To secure the purchase
and operation by private owners of any of its freight ships in foreign
trade, the Shipping Board has been compelled to resort to what, in
effect, is a system of subsidies made possible by the broad provisions
of the act under which it operates, namely, authority to maintain
services and dispose of ships in such ways as its good business judg-
ment may dictate.

This system, inaugurated by the board, in effect results in utilizing
freight ships, of which we have a very large surplus, as pay to
operators for operating losses instcad of taking money from the
National Treasury. It is permissible, because otherwise these surplus
ships must remain in idleness and ultimately reach the scrap heap.

To an operator who, according to the character of the service in
which he is engaged, will guarantee to operate at his own expense
ships in the foreign trade of this country for a period of from
three to five years ships are sold at a very low price, the price being
fixed at such a sum as, so nearly as can be caleulated, will make these
vessels, when the probable losses, which must be paid by the pur-
chaser himself during the guaranteed period of from three to five
years, are added to the purchase price, stand him at the end of that
guaranteed period about $20 a ton. Of course, each operator is con-
fident that he can reduce the amount of losses which his service now
is sustaining as soon as he is left free to exercise his own judgment
in the handling of his ships. If his confidence proves to be well



12 NINTH ANNUAL REPORT UNITED STATES SHIPPING BOARD

placed, the ships will stand him less than $20 per ton at the expira-
tion of his period of guaranteed service; but in any event during
that period it will be unnecessary for the United States Treasury to
take care of operation losses in that particular service, and the service
will be maintained.

As the operator must pay those losses himself, the board takes
from each purchaser a guaranty of operation and sees to it that he
has a working capital which gives reasonable assurance that he will
be able to carry on the burden which he has assumed, i. e, pay the
annual operating losses which his ships will suffer during the period
for which he has guaranteed to keep them serving United States
commerce in foreign trades.

Of course this is but a temporary expedient, an attempt to utilize
surplus vessels, of which we have an abundance, in the payment
of operating losses, and thus to reduce the amounts which Congress
must appropriate for the Shipping Board. But it is only temporary.
It in no way solves the problem of a permanent merchant marine.
But it does enable the operator to buy these ships at almost scrap
prices and thereby reduce his interest and depreciation account on
capital invested to an inconsiderable figure, so as to enable him to
carry on for the limited period provided for in his guaranteed pur-
chase contract. But when these ships are worn out, he can not
hope to replace them by other American-built craft. It is question-
able if, in some cases, he can continue to operate them beyond the
guarantecd period; but this expedient, provided by the Shipping
Board, does serve to keep these services in operation for a period
which should be sufficient to enable Congress to provide permanent
effective aid for American ships in the foreign trade.

The danger, of course, is that the consideration of minor pieces
of legislation may consume this period of temporary relief befora
the general fundamental aid that Congress has so often declared
necessary is put into effect.

For instance, it is seriously contended by some that the repeal of
the so-called La Follette Act should be had. WWhatever the merits
or demerits of that act may be, American ships had been driven out
of our country’s foreign trade before this act ever came into exist-
ence. Its repeal, therefore, would simply leave American ships
where they were before it was enacted—mnamely, unable to compete
with foreign ships in the foreign trade of this country—and agita-
tion for its repeal would simply raise unnecesary obstacles to lepis-
lation, while distracting attention from the great issue which must
be met by Congress.

The suggestion that Americans be allowed to purchase ships
abroad overlooks the fact that this permission was granted by the
canal act of 1912, and no ships came under the American flag by
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reason of that privilege. To argue, then, that this privilege will
restore American shipping is to argue against established facts, and
becloud the real issue.

The suggestion that repairs to American vessels should be made in
foreign ports overlooks the fact that that privilege was the ship-
owner’s for more than half a century, and during that whole period
American ships in the foreign trade of the United States continued
to disappear from the sea.

High cost of American labor, both on land and on sea, is one of
the real eauses of the inability of private enterprise to maintain an
Amnerican merchant marine in the general foreign commerce of this
country. Of course, the fact that great financial powers like the
Steel Corporation and the Standard Oil Corporation maintain ships
in their foreign trade has no bearing on this problem, Their fleets
merely serve to emphasize the fact that just as they, leading busi-
ness men of the world, realize that it is essential for the success
of their business that they have fleets of their own to insure delivery
of roods at such times and on such terms as they may deem proper,
so the United States should have available for all its less powerful
but very numerous commercial people American tonnage to serve
them in exactly the same way that these greatest corporations are
served; for the average producers of textile goods, machinery, and
other Amecrican products can not afford to own ships for their
individual uses. Any great concern like the Steel Corporation, that
can supply full cargoes for its ships, can reduce the per ton cast
of transportation to as low a figure as can any competitor under any
flag who is not able to secure full cargoes,

Since, then, American labor on land and on sea does cost more
than corresponding labor under other flags, and since half a cen-
tury’s experience has proved conclusively that this handicap is one
of the handicaps which the private individual or ordinary corpora-
tion can not overcome and has resulted in those numerous and power-
ful shipping firms which this country once had being driven out
of business, the question reverts to that which Congress has so often
faced—namely, the problem of providing some suflicient and per-
manent Government aid to equalize the higher costs of American
ship operation with the costs of their foreizn competitors. The
problem then should not be how the ship or how ship repairs may
be reduced in cost by patronizing foreign labor, but how shipping
can be put on exactly the same plane as other great American in-
dustries, and provision should be made for a permanent merchant
fleet, to be built in American yards and maintained and operated
by American labor, the purpose which Congress had in mind and
which it supposed it had accomplished when it enacted the law of




14 NINTH ANNUAL REPORT UXNITED STATES SHIPPING BOARD

1920 and created the present Shipping Board. When that is done,
there is no question but that the American flag will return to its
former important position on the sea. Devising new instrumentali-
ties or modifying existing ones for operating existing ships in no
way tends to solve the real question.

If the law which already provides for one form of Government
aid is not to be utilized, then a substitute should be provided; but
whatever form of aid is given, it should not be to special services,
but should be general in its provisions so that any American ship-
ping firm willing to undertake the building and operation of Amer-
ican ships will be entitled to the same aid and the same opportunities
to secure that aid that any other concern may have. Provision for
that aid having been made, American shipping men should be left
to demonstrate their ability to succeced in our foreign trade without
fear or favor, just as has been done in the coastwise services of the
United States—services which have given the United States the
most magnificient fleet of coastwise vessels in the world.

Of course the difference between mail liners and freight ships must
constantly be kept in mind, but existing law makes possible the
proper support of mail ships. Freight ships, the ships which handle
the vast agricultural and manufactured products of this country and
transport necessary raw materials for our mills, are the craft that
particularly need assistance.

Shipping Board commissioners, as individuals, are not a unit as
to what method of Government aid would be most effective and
desirable. There are those who feel that discriminating tariff duties
would not be effective and would produce retaliation. But, sinking
their individual preferences, they have jolned their associates in put-
ting the Shipping Board, as a board, squarely behind the law which
Congress has enacted. There are commissioners of the Shipping
Board who, individually and in accordance with economic principles
which they have long approved, are opposed to the theory of Govern-
ment subsidies. They question the efficacy of such aid as well as the
furidamental principle involved, but they have submerged their own
personal views and thus enabled the board, as a board, to support the
Harding subsidy bill which the committees of Congress had form-
ulated and recommended.

The board realizes that Government aid alone, either through
preferential tariff duties, preferential tonnage dues, or subsidies,
more or less direct, can secure the operation and continued existence
of an adequate number of American merchant ships under private
ownership.

Fast passenger ships, which are the type commonly referred to
when the expression “ mail liners ” is used, necessarily sail from and
serve but a limited number of ports. Therefore, it is necessary that
they be selected after an examination of port requirements. But



NINTH ANNUAL REPORT UXNITED STATES SIIIPPING BOARD 15

practically all ships that are engaged in or will engage in carrying
foreign commerce of this country are steamers or other power-
driven vessels. They are available for the purpose of transporting
mails, a fact recognized by the merchant marine act of 1920,

But all these mail contracts are based upon the premise that Con-
gress makes appropriations sufficient to pay for such mail trans-
portation. In order to give permanency to this form of aid to
American ships, especially when the building of new vessels or the
establishment of new lines is proposed, provision should be made,
when the board and the Postmaster General have agreed upon the
compensation which should be paid, which would enable the Post-
master General to enter into such contracts for a stated term of years,
with the expectation that successive Congresses would recognize the
obligations arising under such contracts. This would secure such
transportation for American ships and thus to some extent reduce
the amount of other aids which are necessary to overcome the finan-
cial handicaps which American ships are under when competing with
foreign vessels.

The naval subvention also is not only permissible but justified by
the practice of foreign nations. The American Navy without an
ample auxiliary of freight and passenger ships admittedly is handi-
capped for the performance of its general purposes. The fact that
when the Navy was sent on its tour around the world during the
administration of President Roosevelt it was compelled to depend
upon foreign colliers, which of course would be unavailable in time
of war, shows not only the need there is for a supply of ships to
serve the Navy in times of peace but their absolute necessity in
times of war.

This Navy subvention also would be far from suflicient to over-
come the handicap of high cost under which American vessels exist,
but, as in the case of mail payments, it would contribute something
toward a reduction of the total amount which must be provided in
order for American merchant ships to be restored to and maintained
in the position which they once occupied and which it is recognized
is so essential for the commercial and military welfare of this
country.

In addijtion to some of the financial handicaps already mentioned
under which American ships in foreign trade now operate, it also
must be recognized that our principal foreign competitors are
strongly entrenched in the ocean-carrying business of the world.
They have expert organizations which have been engaged in this
pusiness for many years. They have long-established commercial
contacts. They have the benefit of long-continued training for
shipping merchants, officers, and crews of their ships, which has
created in these foreign countries a shipmindedness—a personal
interest in shipping as a great national industry, which at present
does not sufficiently exist in the United States.
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A great aid in solving this merchant marine problem would be an
equal enthusiasm of Americans for American ships—a determina-
tion of American merchants to patronize American ships for their
exports and for their imports. When it is remembered that 75 per
cent of the contracts made with Americans by foreigners for exports
from this country provide that the cargoes contracted for must be
transported in the ships of that country to which the purchaser
Lelongs—i. e., foreign ships—it will be appreciated how great is the
handicap which American ships, comparatively new to the business,
without the benefit of old established contacts, suffer.

It must be recognized that the foreign purchaser, when he buys
goods in this country, generally buys f. o. b.—that is, to be taken by
him at an American port and carried on his own vessels, When
he sells, he sells ¢. i. £., which means he sells delivered at an Ameri-
can port, and again he chooses his own vessels for that ocean trans-
portation. Amecrican buyers and sellers pay not\enough attention
to the question of the ship’s nationality. They allow the foreigner
to sclect the ships, and the foreigner, of course, selects his own flag
vessel. American merchants should be awake to the fact that this
practice discriminates against American ships. This is one of the
instances where they can learn with profit from their foreign com-
petitors.

But one fact stands out clearly: Unless and until the aids provided
for in the merchant marine acty 1920, are made effective or adequate
substitutes in the way of more direct but equally comprehensive
assistances are provided, Congress must continue to make appropria-
tions suflicient to maintain an adequate merchant marine in the
foreign trade of the United States, and what that merchant marine
should be Congress has stated as a fleet sufficient to handle the major
portion of our foreign commerce.

If the present method of maintaining our merchant marine in
the foreign trade of this country by means of annual appropriations
for operation expenses is to continue, then Congress must face the
problem of replacements. Merchant ships will eventually become
obsolete. The development of internal-combustion engines has
brought about a radical change, which means that within a few
years the bulk of a great Government-owned merchant fleet will be
out of date.

There is immediate need for at least two new passenger ships
available as naval auxiliaries for our United States lines, The de-
velopment of our Scuth American trade already calls for an addi-
tion to that fleet of combination passenger and freight vessels.

No attempt to stand still will succeed, Tailure to progress means
retreat and practical withdrawal of our flag from the seas as soon
as existing vessels are worn out or have become so out of date as to
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be excessively expensive for operation. It is a fundamental problem
that must be solved, and it can not be solved by mere variations
in methods of mechanical handling,

BUREAU OF TRATFIC

In previous annual reports the Bureau of Traflic has reported
on the activities of the board, not only in respect to matters still
within ity jurisdiction, as shown below, but also ag to matters with-
in the jurisdiction of the Division of Regulation in respect to the
regulatory powers of the board arising under various sections of
the shipping act, 1916, as the joint jurisdiction over all these mat-
ters was exercised by the bureau under the supervision of two
commissioners of the board, but, during the year, the work was
divided leaving each in charge of a department, one in charge of
the Bureau of Traffic and one in charge of the Division of Regu-
lation now, organized as a separate burecau.

As at present constituted the Dureau of Traflic has been active
in respect to the duties of the board arising under sections 7, 8,
19, 21, 22, 24, 27, and 28 of the merchant marine act, 1920. Dur-
ing the year the perzonnel of the bureau has been increased, in-
cluding the appointment of a director.

Under section 7 of the merchant marine act, 1920, the board is
authorized and directed to investizate and determine what steam-
ship lines should be established and put in operation from ports
of the United States to other world and domestic markets to the
extent such services, in its judgment, seem desirable for the promo-
tion, development, expansion, and maintenance of the foreign and
coastwise trade of the United States and adequate postal service.
It is also authorized to determine the type, size, speed, and other
requirements of vessels best fitted for such services, respectively,
together with the frequency and regularity of their sailings to meet
the demand of commerce, in which may be reasonably included not
only the regularity and frequency required by existing commerce,
but the establishment of schedules adequate for the proper develop-
ment of our commerce.

The activities of the board under this provision of law have a
twofold aspect. One of these is the collection of information for
the benefit of persons contemplating engaging in steamship opera-
tion, wholly apart from and irrespective of the operation or sale of
the Government-owned fleet. The other is the conduct of investi-
gations of the kind mentioned incidental not only to the operation
of the foreign routes by the Government itself, but with respect
to their consolidation and to their sale to private parties. The
details of such consolidations made during the last fiscal year are
as follows:
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Coxsoriparions Dorineg Fiscan Yrar 1924-95

1. North Atlantic Ports to Mediterranean and Black Sea Ports.

Services maintained by three operators were consolidated and
placed in the hands of one managing operator, authorized by board
resolutions of July 2 and August 27, 1924, and consolidated service
ratifted by agreement September 5, 1924, DBy resolution of Septem-
ber 23, 1924, board approved the trade name “American Export
Line ™ for use in the consolidated service.

Old services

Mallory Transport Lines, Azores and Caonary

Ine., 8 steamers. Islands, Portuguese,
Spanish Atlantie, Span-
ish French Mediterra-
nean, west coast Italy,
Adriatiec ports, North
Export Steamship Cor-|North  Atlantie  range,| Afriea (west of Bizerta),

poration, 7 steamers. Norfolk to Portland. Malta, Constantinople,
Greek, Levant ports,
Syria, Palestine coast,
North Afriea (east of

DBizerta).
A. H Bull & Co., 6 Constantinople/Black Sea
steamers. ports.

It was felt that consolidation of these services and changes in the
assignment of berths would result in improved service. Services of
Export Steamship Corporation and A. H. Bull & Co. were parallel,
both having authority to operate from North Atlantic ports to the
port of Constantinople. Consolidation of the three Mediterranean
operators into one company to which could be allocated the Mediter-
ranean services could not be effected, and the entire Mediterranean
services were allocated to the Export Steamship Corporation, with
contemplated reduction in number of steamers from 21 to 18.

Consolidaled service
Greece, Constantinople,

Black Sea, and Levant.
Malta -Alexandria - Syrian

coast and Greece.
North  Atlantic range,|West coast Italy and

Norfolk to Portland. French Mediterranean.
North Afriea and other

Mediterranean and Ad-

riatic ports as cargo

offers.
2. South Atlantic Ports to the United Kingdom and Continental Ports.

Services maintained by three operators were consolidated and
placed in the hands of one managing operator, under the trade name
“ American Palmetto Line,” authorized by board resolutions of July
1, 1924, and September 4, 1924, and ratified by agreement October

14, 1924,

American Export Lines
(Export Steamship
Corporation).
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0ld services

Carolina Co_ South Atlantie ports to Bremen and Ilam-
burg.

Tampa Interocean Steamship Co. South Atlantic ports to London, Rotter-
dam and Antwerp.

Trosdal, Plant & Lafonta.. ... South Atlantic ports to Liverpool and
Manchester.

The nature and volume of cargo moving on these routes rendered
it highly desirable to have this trade in the hands of one operator
who would be able to take advantage of cargo offerings from all
South Atlantic ports and furnish satisfactory service with reduction
in number of steamers from nine to seven when possible.

Consolidated service

Jacksonville, Charleston,fLiverpool, Manchester.

Palmetto Line (Carolina)] Savannah. Bremen, Hamburg,
Co.) Tampa, Jacksonville, London, Rotterdam, Ant-
Charleston, Savannah, werp.

3. Texas Ports and New Orleans to United Kingdom Ports,

Services maintained by two operators were consolidated and placed
in the hands of one managing operator, under ‘the trade name
“American Dixie Line,” authorized by board resolution of June 18,
1924, and ratified by agreement of August 4, 1924; trade name
approved by board resolution of August 13, 1924

Old services

Trosdal, Plant & LaFonta_ . _______ New Orleans to Liverpool and Manchester.
New Orleans to Glasgow, Belfast, Dublin,
and Avonmouth,
8. Sgitcovieh & COm oL Texas to Liverpool and Maachester,
The companies operating these services were combined and a new
company organized, known as the United Gulf Steamship Co., Inc.,
to which latter company the consolidated service was allocated.

Consolidated service

New Orleans, Galveston._ London.

American Dixie Line]Galveston (Houston)._.._ Liverpool, Manchester.
(United Gulf Steam Liverpool, Manchester.
ship Co., Inc.). New Orleans._____._.._.. {Glasgow, Belfast, Avon-

mouth,

4. New Orleans and Texas Ports to Germany and Holland, and Texas Ports
to France and Belgium,

Services maintained by two managing operators were combined
and placed in the hands of one managing operator, under the trade
names “ Southern States Line ” and “Texas Star Line,” authorized
by board resolution of December 30, 1924, and ratified by agreement
of January 20, 1925; semi-trade names authorized by resolution of
July 31, 1924,
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By board resolution of June 19, 1924, ratified by agreements of
July 25, 1924, and July 26, 1924, respectively, the above services,
which had each theretofore been maintained by two managing
operators, were combined and placed in the hands of one manag-
ing operator for each service, under the trade names above
mentioned. Subsequent to this consolidation the two operators,
Lykes Bros. Co. and Daniel Ripley & Co., were consolidated into
one company under the name of “Lykes-Ripley Steamship Corpo-
ration,” approved by board resolution of December 30, 1924, as
above noted.

Rervices previous to board resolution of June 19, 1024

New Orleans to Rotterdam.

Lykes Bros - - S
New QOrieans to Hamburg and Bremen,

Dantel Ripley & COweeoomeeame Houston to Hamburg, Bremen, Rotter-
dam.

LkeS BEOS. oo Galveston to Dremen, Hamburg, Rot-
terdam,

24 steamers operated In above services.
Daniel Ripley & CO.oceo—eaeaeemm Houston to France and Belgiam.
8. Bgzitcovich & Co Galveston to France and Delgium.

11 steamers operated in above services,
Congolidated services authorized by hoard resolution of June 19, 1924

New Orleans to Rotterdam,
Southern States Line (Lykes Bros.|New Orleans to Bremen and Hamburg.
Steamship C0.) mmceoeeme Galveston and Houston to Bremen,
ITamburg, and Rotterdam.

Number of steamers reduced to 19.
Texas Star Line (Daniel Ripley & IHouston and Galveston to France and
Co.). Belgium.
Number of steamers reduced to 7.

Consolidated sertvice authorized by board resolution of December 30, 1324

Southern States Line___. New Orleans to Rotfer-
dam.

New Orleans to Bremen
and Hawmburg,

Galveston and Houston to
Bremen, Hamburg, and
Rotterdam.

Iouston and Galveston to

Texas Star Line___.____. France and Belgium.

Lykes-Ripley Steamship
Corporation.

The services previously handled by Lykes Bros. and Daniel Ripley
& Co., while not directly competing with each other, were closely
related in that they served the same general range, and the combina-
tion into one company was voluntarily proposed by both companies as
in line with the announced policy of the Shipping Board to encour-
age consolidation of trade routes along practical lines.
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5. North Atlantic Ports to Antwerp and Rotterdam and from New York to
Rotterdam,

Services maintained by two managing operators were combined
and placed in the hands of one managing operator, under the trade
name “American Diamond Lines,” authorized by Shipping Board
resolution of September 16, 1924, and ratified by agreement of Sep-
tember 27, 1924; trade name “American Diamond Line,” authorized
by Shipping Board resolution of November 26, 1924, changed to
“American Diamond Lines” by board of trustees resolution of Jan-
uary 26, 1925,

Old services

Black Diamond Steam- North Atlantic/Rotterdam-Ant- 12 steamers.

ship Corporation werp.
Cosmopolitan Shipping Co. New York/Rotterdam___ ... 3 steamers.
North Atlantic/French ports._.. 11 steamers,

The first recommendation, approved by the Shipping Board reso-
lution of July 2, 1924, was for the consolidation of these services un-
der the management of the Cosmopolitan Shipping Co., with 12
steamers to Antwerp and Rotterdam and 10 steamers to French
ports. This action was rescinded by Shipping Board resolution of
September 16, 1924, and the Black Diamond Steamship Corporation
was given the exclusive service from North Atlantic ports to Rotter-
dam and Antwerp, and the Cosmopolitan Shipping Co. the exclu-
sive service from North Atlantic ports to French Atlantic ports, the
latter under the trade name “America ¥France Line.”

The consolidation, while making it possible to reduce the number
of steamers by eliminating duplications, did not contemplate 2 less
number of sailings; it also resulted in the mest practical combination
of ports, coupled with greater flexibility of operation,

Consolidated service
Philadelphia, New York__

: New York_______._.____
Black D d Stearn- - ="
ship Colamon camm Philadelphia, New York.. Antwerp.
’ Boston, Baltimore, Nor- Antwerp, Rotterdam.
folk.
Balti hiladelphia, H D irk.
Cosmopolitan  Shipping allwféio;%rkl’ iladelphia, Havre, Dunkirk

Co. Philadelphia, New York__ Bordeaux, St, Nazaire.

Rotterdam.

6. Gulf Ports to the Orient, New York to the Orient, and New York to the
Dutch East Indies.

Services maintained by three managing operators were consoli-
dated and placed in the hands of one managing operator, under the
trade name “American Pioneer Line,” authorized by Shipping Doard
resolution of July 1, 1924, and ratified by agreemcnts of August 6,
1924, and September 8, 1924; semi-trade name authorized by Ship-
ping Board resolution of August 13, 1924.
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Qld services

Barber Steamship Lines. North Atlantic ports (calling at 11 steamers
South Atlantic when cargo in-
ducements offer)/Orient via the
Panama Canal, returning one
steamer a month via Europe and
the other steamers direct to the
North Atlantie.

Kerr Steamship Co._.__ North Atlantic ports/Duteh East 6 steamers.
Indies.
Tampa Interocean Steam- Gulf ports/Qrient .. . _.__..._. 11 steamers.
ship Co. —_—
Total o amccea- 28 steamers.

Of the above services, those to the Far East were more extensive
and of greater importance than the Dutch East Indies service, and
the operators from the North Atlantic to the Far East and from
the Gulf to the Far East were willing to effect a combination for
the operation of Shipping Board steamers. This combination of
the Tampa Interocean Steamship Co. and the Barber Steamship
Lines resulted in a reduction of four ships in the consolidated

service.
Consolidaled service
China and Japan.

American Pioncer Line}North Atlantic ports.___. Philippines and Dutch
(Atlantic Gulf & Ori- East Indies.
ental Steamship Co.). JGulMf_______ ... Far East (China, Japsan,

and Philippines).

7. North Atlantic and Gulf Ports to West African and South African Ports.

Scrvices maintained by two managing operators were consoli-
dated and placed in the hands of one managing operator, under the
trade names “American West African Line ” and “American South
African Line,” authorized by Shipping Board resolution of August
27, 1924, and ratified by agreement of October 22, 1924; semi-trade
names authorized by Shipping Board resolution of October 13, 1924.

Old services

Mallory Transport Lines, Port Arthur and New South and East African

(Inc.). York. ports,
AH Bul&Co________ New York (Gulf via New Azores, Canary Islands,
York when induce- Madeira, and West Af-
ments offer). rica.

These services were consolidated and allocated to ‘A. H. Bull & Co.
Consolidated service

American South African Port Arthur and New South and East African
Line (A. H. Bull & Co.). York. ports.
American West African New York (Gulf via New Azores, Canary Islands,
Line {(A.H. Bull & Co.). York when induce- Madeira, and West
mentis offer). Africa,




NINTH ANNUAL REPORT UNITED STATES SHIPPING BOARD 23
AprQuacy or ExisTiNg SERVICES

The staff of the Flect Corporation having also been engaged in
the study of existing trade routes during the fiscal year, with special
refercnce to the consolidation of lines operated by the Government,
the work has not been duplicated by the staif of the Bureau of Traffic.
The report of the Fleet Corporation on this subject, however, is lim-
ited chiefly to existing trade routes covered by Shipping Board ves-
sels. The larger task contemplated by section 7 of the merchant
marine act, namely, the study of world routes, whether at present
covered by American vessels or not, is distinetly a task of the Ship-
ping Board in its relations to the American merchant marine as a
whole, including the privately owned and privately operated lines.

Not only has the study of the problems arising under section T
to do with the maintenance of service itself, but also with the ade-
quacy of existing service, having in view the increase of tonnage,
especially when such increase is dependent upon Shipping Board
operation, to meet the reasonable requirements of the trade, whether
seasonal or otherwise. An interesting illustration of this function
is presented in an occurrence at the port of Galveston, Tex., where
insuflicient American tonnage was in service to meet the demands of
the grain movement during the season 1924, with the result that the
farmers were not only subjected to inconvenience in the movement
of their crops but were exposed to serious loss both in the payment
of possible higher freight rates and in the proceeds of sale of their
commodities resulting from declayed transportation. The board
studied the situation and promptly supplied the additional tonnage
required.

Another illustration relates to the transportation of pineapples
from the Hawaiian Islands to United States ports. Transshipments
are usually made of this commodity in cases. It was reported to the
board that the movement from Pacific ports around to the Gulf and
Atlantic ports was inequitable and unfair to the Mississippi River
area of the United States, in that intercoastal steamship companies
engaged in such transportation quoted a higher rate of freight for
delivery of the commodity at New Orleans than was quoted to
north Atlantic ports, notwithstanding the mileage to New Orleans
is much less, of course, than the mileage to Atlantic ports. The
board investigated the situation and succeeded in having equality of
rates established, thus making possible the maintaining of service to
New Orleans, for distribution of the commodity throughout the
Mississippi Valley, instead of having cargoes unloaded at morth
Atlantic ports to be transported westward by rail to midwest desti-
nation.
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It is also provided by section 7 that the Postmaster General may
contract for the carrying of mails over such lines as may be approved
by the Shipping Board, at such price as may be agreed upon by the
board and the Postmaster General. This power to the board and the
Postmaster General is supplemented by the provisions of sections 24
of the merchant marine act, 1920, where it is emphasized that all
mails of the United States shipped on vessels shall, when practicable,
be carried on American-built vessels documented under the laws of
the United States, and that the Shipping Board and the Postmaster
General “in aid of the development of the merchant marine adequate
to provide for the maintenance and expansion of the foreign or coast-
wise trade of the United States and of the satisfactory postal service
in connection therewith” may determine the just and reasonable
rate of compensation to be paid for such services, and the Postmaster
General is thereby authorized to enter into contracts for such serv-
ice. The section expressly provides, however, that such contracts
must be for payments “ within limits of appropriations made there-
for by Congress to it for the carrying of such mails in such vessels
at such rate.”

The value of this power in the board is illustrated in the services
rendered by it in procuring the continuance of the service between
San TFrancisco and Australia by the Oceanic Steamship Co., the
maintenance of which was impracticable without adequate compen-
sation for mail transportation, and, apart from the powers vested by
sections 7 and 24 of the merchant marine act no previous law existed
under which such compensation could be assured as the ocean mail
act of March 3, 1891, under which the company had been previously
functioning, had become wholly inadequate because of the great in-
crease in the cost of operations since its enactment. Under the pro-
visions of the merchant marine act, however, the recasonable compen-
sation needed was arranged by the board with the Post Office Depart-
ment and has since been maintained.

The value of this power in the development of the merchant ma-
rine is further illustrated in the active negotiations which have been
conducted by the Bureau of Traffic during the fiscal year with pros-
pective purchasers of existing lines of the board, the success of whose
operation after having passed into private hands will so largely
depend upon adequate postal contracts. By way of illustration, facts
developed by this bureau during the fiscal year in negotiations with a
prospective purchaser of the Pan American Line, on which line is
operated some of the finest of the Shipping Board vessels, between
New York, Rio de Janeiro, Buenos Aires, and other east-coast South
American ports, showed that a postal contract of about $1,000,000
per annum under the provisions of sections 7 and 24 would, on the
one hand, assure success of the operation of the line commercially,
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and, on the other hand, would relieve the Government of the deficits
annually made in maintaining its operation, which deficits have here-
tofore exceeded $1,000,000 per annum.

The bureau has on hand at the present time three separate routes
in respect to which it is proposed to secure contracts, if possible,
under these sections of the law. The great difficulty, however, under
the law as it at present stands, is, not only are any and all such
contracts agreed upen by the board and the Postmaster General
futile unless and until Congress has made suitable appropriations,
but even though an appropriation exists for the current year, it is
not practicable to secure private capital in such operations so long as
so important a part of the income is dependent upon annual appro-
priations by Congress, for which reason the law should be amended
by authorizimg contracts for a stated term of years and committing
Congress to appropriations to meet the obligations of the contract.

In respect to that part of section 24 which declares as a policy that
all mails of the United States carried on vessels shall, if practicable,
be carried on American vessels, this bureau has actively investigated
during the fiscal year the extent to which this requirement is met.
In general, it finds the Post Office Department sympathetic with the
policy outlined. Whether in given instances the use of Amecrican
vessels may be further developed is now the subject of definite in-
vestigation by the bureau.

Interest in Lines Sold.

In its obligations to the privately owned merchant marine, the
duties of the board under section 7, and under the merchant marine
act generally, remain in full force, to the lines heretofore operated
by the Government and since sold to private companies, and the DBu-
reau of Traflic of the board will continue to consider problems inci-
dent to such lines, notwithstanding liability for their operation has
entirely passed from the Government to private owners. It will
continue to interest the burcau, to investigate and study conditions
arising from any attempt on the part of foreign steamship lines, by
rate wars or otherwise, to impair or destroy the services guaranteed
to be maintained by the purchasers, and should occasion arise, the
board may invoke action under the provisions of section 19 of the
merchant marine act, 1920, in determining what, if any, rules and
regulations affecting shipping in the foreign trade can be developed,
to meet such conditions and to protect the American merchant ma-
rine against unjust discriminations or unfair rate wars. Among its
other provisions, section 19 authorizes and directs the board, in
proper cases, to make necessary rules and regulations to carry out the
provisions of the merchant marine act, 1920, and to make rules and
regulations affecting shipping in the foreign trade, in aid of the ac-
complishment »f the purposes of that act, in order to adjust or meet
general or special conditions unfavorable to American shipping
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engaged in foreign trade, whether the route on which the vessel may
be operated is a particular trade route or not, and more generally
when such conditions arise out of or result from foreign laws, rules,
or regulations “ or from competitive methods or practices employed
by owners, operators, agents, or masters of vessels of a foreign coun-
try.” Any service, however, in such matters will be as promotional
work of the board, based upon its interest in the growth and develop-
ment of the American merchant marine, and in no sense as incidental
to any contractual obligation whatever, in respect to the sale of the
line involved.

Work Under Section 8, Merchant Marine Act, 1920,

The work of the board under section 8 of the merchant marine
act, 1920, has in some of its aspects been done through the Bureau
of Traffic. Section 8 directs the board, in cooperation with the
Secretary of War, to investigate territorial regions and zones tribu-
tary to ports, taking into consideration the economies of transporta-
tion by rail, etc., and the natural direction of the flow of commerce,
with the view of promoting, encouraging and developing ports and
transportation facilities in connection with water commerce of the
United States, to the end that ports normally entitled to draw por-
tions of such commerce for ocean transportation should not be de-
barred of proper participation therein because of artificial condi-
tions which might he corrected, such as, for instance, rules and
regulations by railroads prejudicial to particular ports. In so far
as these conditions are due to railroads, the functions of the board
are limited to investigation of facts and making recommendations
thereon to the Interstate Commerce Commission which alone, of
course, has mandatory power over railroads.

The annual report for 1924 refers to an instance of the board’s
activity in this field in conmnection with which it is mentioned that
a motion had been made before the Interstate Commerce Commis-
sion for the enforcement of the principle that when railroads main-
tain water terminals at ocean ports, they shall not be permitted to
absorb in their line-haul rate the cost for services at such water
terminals but shall set forth as a separate factor in quoting rates
the part thereof to cover such terminal services. During the present
fiscal year the Interstate Commerce Commission rendered a decision
in the matter and granted the motion of the board with the result
that the proceedings in which the motion was made (I. C. C. Docket
No. 12681) were reopened and investigations extended both geo-
graphically and as to subject matter.

The position of the-board was presented to the Interstate Com-
merce Commission in 10 points or propositions as follows:

I. Railroad conirol of ports.—Railroads should not be permitted to monopo-

lize rail-water terminal facilities at ports, because: (a) Other railroads seek-
ing an outlet at such ports might thereby be execluded from tidewater; (&)
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preferentizl treatment could be given steamship lines in which the railroad
owhing the terminal is interested, to the prejudice of competing steamship
lines; (¢) persons owning the railroad may be more interested, directly or
indirectly, in the develeyment of some port other than the port involved; (d)
it should not be within the power of a railroad, either because of conflicting
interests or because of Indifference, inefficiency, or flnancial incapaecity, to
make or mar & port. I‘urthermore, thongh the railread may act in good faith
and have ample capital, other persons may have greater faith in the possi-
bilities of the port than the railroad has.

II. Absorption of terminal charges.—To the end that independent terminals
may be encouraged, rail-owned terminals should be operated omn a fair com-
petitive basis, and the ewning railrodd should be compelled to charge sep-
arately the reasonable cost of such service, thus enabling shippers to com-
pare the cost, as well as the efficiency of the service at the railroad terminal,
with the cost of similar service at independent terminals; in other words,
railreads should lie compelled to stop absorbing terminal charges in the lline-
haul rate.

III. Separate cost gccounis—¥When a railroad operates a rail-water ter-
minal, cost accounts of operatlon and maintenance should be kept distinet
from the line-haul service, so that the terminal service may be ellminated, if
the returns do not compensate the railroad for its cost, and also that there
may be a proper Lasis for eomputing the reasonable charge to be made shippers
using the terminal. If the cost of such service is not earned, the deficit i3
met by the general treasury of the road; and, instead of collecting cost from
those to whom the service is rendered, the cost is distributed, through the
higher level of line-haul rates, among all persons using the raliroad. The
result is that many shippers who neither seek nor receive the use of the
rail-water terminal are compelled to contribute to the cost of such terminals
through the higher cost of their line-haul rates.

IV. Rervice “coals what it costs.”—It is neither an injustice ner a hardship
to reguire the railroad to separate the terminal charges from the line haul
rates, for the ferminal service “costs what it costs™ and no illusion can alter
that fact. If a railroad recelved $1.00 as a joint rate on a rail-and-water
shipment, and that amount is a reasonable rate for the rail haul alene, uothing
being added for the fermuingl service, that service nevertheless costs the rail-
road what in faet it costs it. 1f, therefore, in the hypotbetieal case cited the
railroad in fact contributes terminal service which costs it 20 yer cent of the
total rate, then it is ebvious the railvoad is receiving 80 cents oniy for thie
line-haul service; no agreement, cusiom, or competitive pressure can change
ihe substantive fact.

V. Quotation of single rate.—DProhibiting the abrorption of terminal charges
in the line-baul rate will not affect the convenience of shippers In obtaining
one total rate. The division of the total rate Into line huul and termimai
units will nol require the shipper to pay the items separately. The propos=ul
is, that in quoting a total rate the railroad will show, in the quotation or on
request, how the total is divided as between the line-haul and terminal
charges. With the quotation In this form, the shipper can ¢lect to use the
ratlroad for the line liaul only; and he should be able to require the railroad
to Qeliver the shipment at a terminal other than the ritilroad terminal. Tl
advantage to the shipper in this Independence of choive is obvicus. The in-
dependent terminal may have facilities for handling tlie particular commorlity
greatly superior to the facilities offered by the railrond; or the shipper may
prefer to wse vessels which have aecess to fhe independent terminal. but
may not have equally favorable access to {he railvoad terminal.

THTT—25—3
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V1. Effect on parity of rates.—It is claimed that if rvailreads are required
to separate their terminal charges from their Ine-haul rate, this will result
in breaking down the rate structure which has been developed in recent
years, involving parity of rates between interior points and competing ports.
This contention is not sound. The interests of competing ports involve only
an equality in the total traffic charge betwveen a point in the interier and two
or more ports competing for the traffie. A railroad having its terminal, say,
at Mebile may quote $1 on a rail-and-water shinment, and another railroad
having its terminal, say, at Savannah may quote the same rate for the
same shipment. The cost of the terminal service at Mobile may in fact be. say,
20 per cent of the total rate, while the cost of the terminal service at Savaunah
may be, gay, 15 per cent of the total rate; this does not aflect the parity of
rates between such ports, for the total rate quoted is the same in both cases
and the shipper Is interested only in his total cost; hence neither the interests
of the ports nor the rights of the railroad would be affected by requiring the
quotation to show what the terminal charges are, apart from ihe line-haul rate.

VII. Charges need not be uniform.—The separation of terminal charges from
line-haul rates does not require, in order to maintain parity of rates as between
competing ports, that the terminal charges at the several ports should be made
uniform. The cost of the service 1s not at present uniform, yet parity of rates
is maintained. We have shown above that varying costs need not prevent the
separation suggested; it follows, therefore, the terminal rates need not be made
uniform.

VIIL Transit over terminale—It is claimed that a rail-water shipment is
substantially ore movement, from the point of origin to the point of destina-
tion, including its transit over the rail-water terminal. While this may be true
in particular cases, in the sense that the movement is on a single through rate
and omr one bill of lading, it is not true in a physical sense. The movement of
freight across the rail-water terminal is an articulate step in its transit, and
should be so treated. Frelght deposited on a wharf, whether from a vessel
for delivery to a railroad or by a rallroad for delivery to a vessel, may not
have its movement continued for some time; hence the policy of “free time”
permitted commodities while at such terminals; its next step may not yet have
even been decided. Freight 1s often delivered at the terminal by a rallroad
before the vessel is at dock; it is frequently collected together at the terminal
from various points of origin on railroads, so that it may be consolidated for
*shipment by vessel.

IX. Competition by pubdlic ferminals.—It is claimed that publicly owned ter-
minals may not be operated on a falr competitive basis in their relation to
rail-owned terminals, because the Interest of the community owning suck
terminals would have in view the development of the port, without respect to
the success of the terminal as a separate business ventore, We think the
practice in such cases does not justify this fear. Laws authorizing the invest-
ment of public funds in terminal properties usually provide that the terminal
shall be operated on a self-supporting basis.

X. Charging vessels dockage.—It has been suggested that the cost of a rail-
water terminal should be met in part by a charge against the vessels docking
at that terminal. The suggestion has great merit, and such a charge is in fact
made at various ports. The vessel enjoys the privileges of the terminal, and
without such privileges it would of course not be able to ship its cargo. Fur-
thermore, vessels sometimes physically injure the terminals, thereby increasing
the cost of their maintenance.
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In the light of the board’s participation in the matter conferences
have been held from time to time with the Interstate Commerce Com-
mission’s representatives developing the plan and scope of these
further hearings, the tentative suggestions of the board in respect to
which are as follows:

I. C. C. DockEr No. 12681

TENTATIVE SUGGESTIONS OF UNITED STATES SHIPPING BOARD FOR INFORMATION THAT
WILL BE DESIRED OF RAILROADS

The words * terminal charges,” as here used. refer to charges for handling
cemmodities, from the time they, or the car contalning them. leaves the
*line-haul ™ to the time they are discharged on dock, at ship side, or in adja-
cent sheds, under circumstances that the railroad bas no further responsi-
bility fer their physical movement, The term includes wharfage, if any;
also storage, incident to the movement in regular course of transportation;
it does not include ** warehousing ™ for general storage purposes; nor does it
include ' elevator” service, Information cencerning such elevator service,
amndd also warehousing of a general warehousing kind, is also desired, for the
same periods.

The term “rail-water™ terminal as herein used means 2 terminal at a
port on the Great Lakes, or at a port of continental United Ntates visited by
ocean-going vessels, operating in coastwise or foreign water-borne commerce,

The traffic involved in this inquiry is especially traffie moving over such
rail-water terminals between line-haul rail transportation and such ocean-
going or Great Lakes vessels, both in coastwise and foreign trade.

These preliminary statements are not to e construed too literally; they are
mentioned only to indicate the plan and seope of the information desired.

Subjects to be covered:

(1) At what ports in continental United States has the read rail-water
terminal facilities; and if at more than cone port, which of these is regarded
as its principal rail-water terminal? Has the road the customary terminal
facilities, exclusively rail, either for freight or passengers, or beoth, at the
same port, separate and apart from its rail-water terminals?

(2) Deseribe such rail-water facilities at each such port, including a map
of the eutire harbor and al=o plans and phoros of the terininal.

(3) If the woad huas warehouses (apart from the warehouses incident to
transportation uses) and elevators at such port, describe these with the ter-
minal, if adjacent thereto; otherwise, give separate desecription.

(4) Describe the equipment at the rail-water terminals for the handling of
commodities,

(5) Give history of such rail-water terminals in a physical sense, includ-
ing full statements of expansions and substantial replacements from time to
time,

(6) Give a financial statement showing the total capital invested in rail-water
terminals In each port separately; whether direct or through subsidiary cor-
porations, setting forth outstanding bond issues and stock investments, Alse
show what stock, if any, s owned by railroad in other rail-water terminals and
also In steamship lines,

(7) What stock, if any, is owned by the road in other rail lnes; which other
lines have rail-water terminals at the same ¢r other ports?
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(8) What zones in the United States are chiefly served by these rail-water
terminals both as to outgolng and incoming freights; and what are the commod-
ities chlefly handled over such terminals, either as shipments from or ship-
ments into such zones; of course limiting the statement to shipments which
have been transported by ocean-going vessels to or from such terminals?

(9) With what other terminals at such ports has the road: (a) Switching
facilities, physically; and (b) switching traffic arrangements?

(10) Give statement showing the extent the read's rail-water terminal has
been used—say, for last three years, if practicable—including in such statement
following items: (&) Number and total tonnage (dead-weight tonnage} of
vessels loading and unloading freight at such terminals, and which freight
was transferred to or from line-haul transportation; () destinatiom of such
vessels, or port from which commodity has been brought, respectively; (¢}
what proportion of such freight cemsisted of bulk freight, and what proportion
of the total was packet freight; what was the nature of chief commodities mov-
ing in bulk?

(11) What volume of freight was switched from main line of road during
last fiscal year to water terminals at some port other than its own water
terminal?

(12) Give comparative statement for, say, last five years, if practicable,
showing: (a) total tonnage handled by road’s rail-water terminal, in and out;
and (b) total tonnage similarty handled at all terminals at each port at which
road has such rail-water terminals.

The frelght movements herein in mind are only those over the rall-water
terminals between ocean and line-haul transportation.

(13) What other ports, in respect to the chief commodities transported by
the road reporting, can be fairly regarded as competitive ports of that where
the reporting road has its chief rall-water terminal?

{14) At what ports, where the road has rail-water terminals, are there in
foree uniform regulations and rates affecting =1l terminals at such port alike,
whether by agreement, local law, or Interstate Commerce Commission rulings?
State generally what these rates, rulings, and regulations are, and file copies
of all such items.

(15) If the port at which such rail-water terminals are located iz one of a
group of ports in respect to which uniform tariffs are maintained on a parity,
either for through movement or otherwise, state what other ports are members
of this group and file copies of all tariffs, regulations, and rulings on which
such parity is based.

(16) Give full statement (covering last five years, if practicable} showing
what commodities have passed between line-haul transportation and trans-
portation by ocean-going vessels over such rail-water ‘termminals and in respect
to which the line-haul rate has “abserbed” the whole or any part of the
terminal charges; and if any, though not all, state what part of such charges
were thus absorbed.

(17) If at any one time such charges have been abzorbed on a particular
commudity when shipped frem a particular peint in the interior but not ab-
sorbed when shipped from other points to the same rail-water terminal, give
full statement of all such cases as they have oceurred {(during the last five
vears, if practicable) ; also give reagons on which such variations of treatment
were based. N

(18) Give full statement showing in what instances “storage in transit”
is permitted; and in what cases it has been permittert during the last five
vears, if practicable; including a stafement of the concessions which have
Leen made eitlier in respect to terminal cliarges or payments by the road to
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1

warehouses for such storage, or handling charges in or out of wtorage, or

otherwise. Also stating, by way of comparixon, the treatment the commodity

would have received if the movement had been an initial shipment from ware-
house where stored-in-transit.,

{19) Of the movement over the rail-water terminal during the last fisecal
year, state what part thereof, respectively, was: (a) on through bill of lading;
(b) though not on through Lill of lading, yet had a definite routing prescribed
by the shipper; (¢) what part of it was undefined so far as the routing of the
movement was involved.

(20) Put in evidence all tariffs which have been in foree at any time daring
the last five years relating to or affecting terminal charges or other privileges
or concessions in transit,

(21) Give statement showing regulatiens and allowances regarding “ free
time " Loth as to freight consigned locally and as to freight in fransit Lotween
Iine-haul and ocean-going vessels., Show variations existing as to * free-lime ™
allowances, as between verious commodities, and as between points of origin
of shipment; also as between export movements and coastwise movements.
If practicable, set forth the average “free time " consumed in all such move-
ments, including separate statement of the amount of “ free time ™ used wholly
on aceount of the commodities awaiting the arrival of the vessel.

(22) Give statement showing total receipts for terminal services rendered
at the rail-water terminal in connection with the transit of commodities, be-
tween line-haul and ocean transport, When such receipts are severally charged
on different items of terminal services set forth the total receipts from each
such item.

(23) Give description of any system of separate cost accounting maintained
by the road in respect to its rail-water terminals.

(24) Give statement showing the net result of the operation of the rail-
water terminal treated &s 8 separate entity apd based upon the accounting
sy=tem at present used by the raliroad. Furnish a similar «tatement or at
any rate, an estimate, based upon the items set forth in Exhibit A, hereto
annexed, being a memorandum by Capt. F. T. Chambers, of the appropriate
elements to be included in such computation of costs.

23) To what extent have vessels mooring at the road’s rail-water terminals
been made a * dockage charge™? Submit any scliedule of such dockage
charges which may be in force, or which may at any time during the last five
years have been in force,

Another instance of the board's participation in proceedings of
the Interstate Commerce Commission affecting ports in their relation
to the ocean-horne commerce of the United States was the case of
Jones . The Atlantic Coast Line Railroad (I. C. C. Docket No.
16955). This case is an apt illustration of the function of the board
in such matters., Several years ago large quantities of tobacco
moved througrh the port of Norfolk, Va., and this movement was
lost to Norfolk in favor of Newport News, Va., under circumstances
alleged to be inequitable to the port of Norfolk, in that the Chesa-
pealke & Ohio Railroad introduced the practice in respect to move-
ments of tobacco from the interior to Newport News under which
it not only permitted storage-in-transit facilities but absorbed a part
of the costs incident to such storage, or at least of the handling
charges out of such storage, whereas movements from the interior
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to Norfolk were not given similar treatment. As a result of this
preferential treatment on movements to Newport News, that port
absorbed a very large part of the entire movement to the Hampton
Roads region, to the prejudice of the port of Norfolk. The attitude
of the board in the matter, as presented to the Interstate Commerce
Commission, is as follows:

YWhen two ports are in competition and one of them proceeds to furnish
itself with modern terminals equipped * for the most expediticus and econom-
ieal transfer or interchange of passengers or property between carriers by
water and carriers by rail,” as section 8 of the merchant marine act suggests
ports should do, in proper cases, and as that section suggests that the Shipping
Board should encourage them to do, In proper cases, may a rallroad, to offset
the terminal advantages acecruing to the port thus securing such improved
terminals, be free to make in favor of the other port, comcessions Incident
to the line-haul or terminal services rendered in connection with commodities
transported to such port, which are not made in connection with commodities
transported to the port building such new modern termirals, and then have
such concessions or special regulations justified on the ground that they are
necessary in order to assure to the other port some of the traffic which would
otherwise go to the port securing such new modern terminals.

As applied to the present case, for instance: Should new, modern, water-front
terminals at Norfolk be prejudiced by special service or treatment given, or
special charges made, by rallroads in connection with shipments to Newport
News, and then, on complaint, have this difference in the treatment of ship-
ments te the two ports, respectively, justified by the fact that at Newport
News adequate water-front terminals have not been built, and special conces-
sions must be made because interior warehousing faeilities must be used, with
shipments to Newport News?

The bureau has continued its interest and work in the proceedings
pending before the Interstate Commerce Commission under section
4 of the interstate commerce act, having in view a grant to the
transcontinental railroads of the right to quote rail rates between
the Atlantic and Pacific coasts lower than between intermediate
points on the same route, commonly known as “ fourth section ap-
plications.” These applications have been prompted by the com-
petition created by intercoastal steamship service with the trans-
continental rail routes. The conditions which have resulted from
this competition have affected not only the railroads invelved, but
many cities of the Middle West complain that their commerce has
also been affected by the direct ocean haul between the two coasts,
in that the earlier practice of bringing commodities from the At-
lantic seaboard to Middle West cities, for distribution later from
time to timé to cities farther west, has been impaired, in that the
commodities are now transported by water to Pacific coast cities,
and from them are shipped to interior points. A solution of this
difficulty has not been presented by the commercial bodies of the
Middle West. YWhether the new condition is the normal result of
the canal route, or results from railroad conditions which in a
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measure may be corrected, remains to be determined by the Inter-
state Commerce Commission in the proceedings now pending.

It is a fact that the Panama Canal act anticipated the possibility
of the benefits of water-borne commerce between the two coasts be-
ing ncutralized by the intercoastal steamship companies getting
under the control of the transcontinental railroads and to guard
against such consequences section 5 of that act provides, in substance,
that it shall be unlawful for a railroad to own, lease, operate, con-
trol or have any interest whatsoever in any common carrier by
water operated through the Panama Canal “or elsewhere” with
which said railroad or other carrier subject to the interstate com-
merce act may compete for traffic, or in any vessel carrying freight
or passengers upon said water route or elsewhere, with which said
railroad or other common carrier may compete for traffic.

A recent development in the relations of transportation companies
and the shipping public has been the creation of “ regional advisory
boards *’ having in view representatives of these two large groups
meeting from time to time and discussing their respective require-
ments and problems. Believing that these “regional advisory
boards ” are instruments of value not only for the immediate pur-
poses of their creation but also as instruments with which the board
might cooperate in doing work imposed on the board by section 3
of the merchant marine act, 1920, especially as these involve influenc-
ing the natural flow of commerce through appropriate ports, this
bureau has given its support and encouragement to these boards and
to that end has attended their conferences.

The Bureau of Traffic has also interested itself in the ‘development
of a cooperative group recently organized on the Atlantic coast under
the title of the “Atlantic States Shippers Advisory Board,” to expe-
dite traffic and to advance cooperation between steamship lines, rail-
roads and shippers. In a measure, it is supplemental to the regional
advisory boards above referred to, which, however, involves chiefly,
the relations of shippers to railroads, and the new organization is
intended, by introducing steamship executives into the circle, to com-
bine the efforts of all three interests involved and improve the rail
and water transportation. The Burean of Traffic of the board in
lending its support to these cooperative movements has especially in
mind those functions of the board under section 8 of the merchant
marine act, 1920, by which it is the privilege of the board to present
matters to the Interstate Commerce Commission, if and when neces-
sary, in securing in proper cases cooperation and readjustments by

railroads,
Free Zones and Ports.

Proposed legislation has appeared from time to time in Congress
having in view the creation of “free ports™ or zones, at points in
the United States. Because of the bearing the question of free ports
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has on the water-borne commerce of the United States this bureau
has made a careful investigation of the whole subject and is equipped
to present the matter to Congress should further legislation be pro-
posed. The principle involved in the creation of free zones or ports
is the elimination of customs handicaps on movements in and out
of the country when the imported commodity or product does not
enter into and become a part of the commercial life of the country
but is exported from the United States to other countries, either in
manufactured form or otherwise, from the free zone in the United
States. Some applications of the principle contemplate the physical
isolation of an area by fences, etc. within which arca commodities
or products may be stored pending export or may be absorbed in
~ a manufactured product which in turn is exported and the whole
process of the import of such raw material thus used in manu-
factures is simplified by the elimination of customs duties including
the escape from the system of drawbacks, which in some measure
meets. the same need. The system would also make possible reten-
tion within these areas of imports intended to be absorbed in our
commercial life, but in respect to which the importer saves interest
upon the import duty until a time when the product or commodity is
needed in our commercial life and is then withdrawn from the
free zone.

Coastwise Laws.

While the enforcement of the coastwise laws of the United States
comes within the jurisdiction of the Department of Commerce in -
so far as the enforcement involves proceedings against persons violat-
ing those laws, duties are imposed on the board by law pertaining
to the extension of the coastwise laws to our island possessions and
the development of the principles and policies of the coastwise laws
in the protection and advancement of the merchant marine,

In section 21 of the merchant marine act, 1920, Congress has pro-
vided that when adequate service exists with vessels under the
American flag, the coastwise laws of the United States shall be
extended to all of the island possessions of the United States, and
to that end an express direction is given the board to have adequate
steamship service established to accommodate the commerce and
passenger travel of all such islands, respectively. A distinction is
drawn as to time and method by which the extension of these
laws shall be accomplished. In respect to those islands to which
the laws do not apply, other than the Philippine Islands, it is pro-
vided that the extension should automatically go into effect on
February 1, 1922, with the proviso that if the board fails to estab-
lish adequate shipping service with any one or more of such islands
by the date named, the President shall extend the period mentioned,
and under proper certifications from the board such extensions have
been from time to time made in certain cases. With reference to
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the Philippine Islands, however, the proceeding is reversed, in
that the coastwise laws do not then automatically go into effect but
are effective only when the President, by proclamation, declares an
adequate shipping service has been established and fixes a date for
them to go into effect. His proclamation is required to be based
on a full investigation not only of the trans-Pacific traffic and the
adequacy of the ocean tonnage but also the adequacy of tonnage
to meet local needs and conditions in the interisland traffic. It is
furthermore expressly provided that until Congress shall have au-
thorized the registry, as vessels of the United States, of vessels
owned in the Philippine Islands, the government of the Philip-
pine Islands is authorized to enforce regulations governing the
transportation of merchandise and passengers between ports or
places in the Philippine Archipelago.

On January 30, 1922, the board passed a resolution certifying
to the President the adequacy of tonnage available for service in
commerce between the United States and the Philippine Islands,
having in view the issuc of the proclamation by the President, con-
templated by section 21, thus effectively extending the coastwise
laws to those islands, but the President has not thus far issued a
proclamation to that end. The resolution reads as follows:

Whereas in the opinion of the United States Shipping DBoard, adequate steam-
ship service at reasonable rates to accommodate the commerce and the passen-
ger travel of the Philippine Islands has been establishied; be it

Resolved, That certification be made to the President of the United States
that such adequate service as set forth above does exist, and that in the
oplnlon of the United States Shipping Board the provisions of sectlon 21 of

the merchant marine act of 1920, extending the coastwise laws of the United
States to the Philippine Islands, should now be carried into effect in the

manner specified therein,

On the other hand, the board has, from time to time, certified to
the President that the tonnage available for service between the
United States and the Virgin Islands is inadequate, and that the
time should be extended when the coastwise laws of the United
States shall be cffective as to the Virgin Islands; the last certifica-
tion having been by resolution of the board, dated April 14, 1025,
requesting that the time be extended to December 31, 1923, in re-
sponse to which certification, the President issued a proclamation
accordingly.

During the year the bureau considered the merits of a claim by
Great Dritain that the coastwise laws as extended to the island of
American Samoa, because of the provisions of article 3 of the tri.
partite convention of 1899, between Great DBritain, the United States,
and Germany, relating to the Samoan Islands, did not apply to Brit-
ish vessels. After careful examination of the question, the bureau

67677T—25——1
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recommended to the board a resolution, which was duly adopted,
reading as follows:

YWhereas the Secretary of State by letter dated November 3, 1924, has made
Eknown to this board that the British Government contends that Dritish vessels
have a right to participate in trade between American Samoca and other ports
of the United States, and which letter requests information involving the in-
terpretation of article 3 of the tripartite convention of 1809, between Great
Britain, the United States, and Germany, relating to the Samoan Islands, and
the effect of section 21 of the merchant marine act, 1920, on any rights, if any,
of British vessels to participate in ihe coastwise trade mentioned:

Resolved, the attitude of the United States Shipping Doard is that seetion 21
of the merchant marine act, 1920, extends the coastwise laws of the United
States to trade between American Samea and other ports of the United States
and that the tripartite convention of 1899 does not give Dritish vessels the
right to operate in that trade; and furthermore, if that convention had con-
ferred that right section 21 of the merchant marine act, 1020, being later in
date, extinguished the right, and this board 1s opposed to legislation or to the
negotiation of treaties which have in view extending to British or other foreign
vessels the right to operate on any route covered by our coastwise laws.

Resolved further, a copy of this resolution together with a copy of the memo-
randum entitled * Coastwise Laws and Samoa,” this day filed with the board
by Commissioner Plummer, setting forth the reasons en which it is based, shall
be sent to the Secretary of State with a letter in reply to his letter of Novem-
ber 3, 1924,

The bureau has made special study of traffic conditions on the
Great Lakes, with special reference to the enforcement of the coast-
wise laws on those Lakes, and the relief, as far as possible, of vessels
there operating under the American flag, from the handicap result-
ing from the requirements of the navigation laws of the United
States, whereas Canadian vessels in competition with them are op-
erated free from many of those requirements. The Great Lakes
area was visited and conditions in the field examined, especially as
to conditions resulting from the proviso of section 27 of the merchant
marine act, 1920,

Under the provisions of section 27 of the merchant marine act,
1920, merchandise in transit from one point in the United States to
another point in the United States, transported by water at any
point in its transit, must be transported by water by an American
vessel, The section provides, however, that it shall not apply to
merchandise moving over “through routes,” meaning rail routes in
cooperation with water transportation, “heretofore or hereafter
recognized by the Interstate Commerce Commission for which routes
rate tariffs have been or shall hereafter be filed with said commis-
sion when such routes are mn part over Canadian rail lines and their
own or other connecting water facilities.” As a result of the bureaun’s
activities in this field, it recommended to the board a resolution
reading as follows, which was adopted by the board on October
30, 1924



NINTH ANNUAL REPORT UXNITED STATES SHIPPING BOARD 31

TWhereas vessels of foreign registry, especially those navigating the Great
Lakes, are operated in the domestic commerce of the Urited States in active
competition with Amerfcan vessels, under the exception set forth in section 27
of the merchant marine act, 1020, and by evasions and violations of our gen-
eral coastwise laws; and .

Whereas substantial competition now exists between vessels of American
registry cperating on the Great Lakes, in through lake and rail traffic, not-
withstanding it did not exist when the Interstate Commerce Commission
entered an order in effeet gualifying Caradian vessels to engage in through
domestic commerce of the TUnited States, on the Great Lakes, under the
exception contained in section 27, merchant marine act, 1920; and

Wherens it is within the power of this voard to assure competitive condi-
tions in the traflic mentioned, by operating tonnage on the Great Lakes by
methads similar to those employed in the board’s operation of tonmage on
ocenn routes, or by charter, or by other effective means, including their opera-
tion by private eapital, made possidble in proper cases by sales of vessels at low
prices or by loans from the construction loan fund maintained under section
11, merchant merine act, 1920, at low rates of interest; and

Whereas the sdmission of foreign vessels in competition with American
vessels in our domestic commerce when vessels under American regisiry are
subjected to expenses under express provislons of law to which expenses such
foreign vessels are not subject, presents an unfair competitive eondition which
should not be permitted; and as it is the intention of this board, under proper
circumstances and when necessary, to maintain adeqguate tonnage in the trafiic
mentioned, as eontemplated by section 7 of the merchant marine act, 1920, to
the end that shippers may be protected against monopoly or inadequacy of
service in through traflic on the Great Lakes, even though Cauadian Lines are
excluded from the traffic mentioned; it is

Resolved, the bureau of traffie of this boeard is hereby authorized and
directed to take all necessary steps to procure, if possible, the revovation by
the Interstate Commerce Commission of any orders or regulations heretofore
promulgated by it relative or pursuant to gection 27, merchant marine act, 1920,
in so far as these cither by express provisions or in their general effect make
it lawful for vessels of forelgn registry to participate in the exclusively
demestic commerce of the United States; and

Resclved further, the committee on legislation is hereby authorized and
directed to bave a bill prepared and introduced at the next session of Congress,
having in view the complete elimination of vessels of foreigm registry, includ-
ing Canadian vessels operating on the Great Lakes, from participation in the
exclusively domestic commerce of the United States, by the repeal of any
provisions of law which permit guch participaticn, when adeqguate tonnage of
American registry is available; and by amendments which will effectively
prevent the evasion and violation of the ceastwise laws of the United States.

Believing that conditions prejudicial to the American merchant
marine on the Great Lalkes can not be fully corrected without appro-
priate legislation to prevent evasion of the coastwise laws there
and elsewhere, the Bureau of Traffic has held conferences during
the year with shipping interests on the Great Lakes, having in
view presenting to Congress a bill preventing such evasion both
as regards freight and passenger service. The unfair competitive
relationship between American and foreign vessels resulting frem
sach practices under the proviso of section 27 is obvious. An
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illustration is as follows: A Canadian line advertises extensively
transportation of passengers from Detroit to Duluth, a route ob-
viously wholly domestic, and coming clearly within the principles
and polices of the coastwise laws of the United States. Notwith-
standing this fact, Canadian vessels are operated on this route, and
do not have to mect the requirements of many provisions of Amer-
ican law to which American vessels are subject. An examination
of the matter revealed that the evasion has in the past been sue-
cessful because the Canadian line, in selling tickets, issues a ticket
reading from Sarnia (a Canadian port on the Detroit River near
Detroit) to Duluth, thus exploiting it as a transaction in foreign
commerce, not domestic commerce. The evasion lies in the fact
that the vessel physically sails from Detroit, though stopping at
Sarnia en route, and the passenger though holding a ticket reading
from Sarnia, in fact boards the vessel at Detroit. The movement
is wholly domestic in all respects save only that the reading matter
printed on the ticket reads *Sarnia”; to conform to the physical
facts of the case it should read “ Detroit.”

‘Another instance of attempted evasion of our coastwise laws was
by the steamship Voltaire, of the Lamport & Holt Line. The
Voltaire, a foreign vessel, carried a large number of passengers
from Philadelphia to Boston, the purpose of their trip being to
attend a convention in the latter city. Incidentally the vessel also
carried the passengers from Boston to Halifax, and then claimed
the entire movement did not come within the coastwise laws because
it was a trip from Philadelphia to Halifax, therefore foreign
commerce, and that the stop at Boston was incidental only. The
Department of Commerce, which department is charged with the
enforcement of these laws, imposed on the operating company a
fine of $25,000. On protest, the department submitted the case to
the Attorney General of the United States, who sustained the
action of the department, the ruling being that the voyage was a
voyage from Philadelphia to Boston, and would not have been made
excepting for the purpose of visiting Boston, and the rest of the trip,
purporting to make it a foreign trip, was incidential only.

As the result of conferences the bureau has held with shipping in-
terests on the Great Lalkes, it has recommended Iegislation providing
among other things, that when a passenger is sold a ticket between
two international points, as in the case of the Detroit-Duluth eva-
sion, if the place of embarkation is a foreion port, he shall not be
permitted to beard the vessel for the commencement of the voyage
in an American port; and, conversely, if the place of embarkation is
an Ameriean port and the destination is a foreign port, while, of
course, he would be permitted to board the vessel in the American
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port he would not be permitted to disembark at an American port
of destination.

The effort to weaken legislation protecting our domestic and
coastwise traflic and to evade existing coastwise laws has been given
careful investigation during the past year, as foreign interests are
making definite efforts to that end, at international conferences and
otherwise. As the board had information that some action fo that
end might be taken at the conference of the International Chamber
of Commerce planned to be held in the summer of 1925 at Brussels,
Belgium, for the discussion of international maritime affairs; the
board in anticipation of this fact, passed a resolution, dated May
20, 1925, reading as follows:

Whercas the agenda for the meeting of the International Chamber of Cow-
merce to he held in Brussels, Belgium, in June has on it the consideration of
two reselutions dcalm'- with flag discrimination; and, as it Lhas lbeen sUg-
gested that the QubJec_t of flag discrimination should Le extended to include
the consideration of the coaxtwisze laws of nations;

Resolved: In the judgment of the United States Shipping Board, the con-
tinnance and effective enfurvement of the coastwize laws of the United States
is essentinl to the existence of an American Merchant Marine and for cur
national defense; and the policy underlying such laws {2 a domestic yuestion
the discussion of which is not within the purisdiction of the proposed Drusscls
conference ; and therefore

Resolved furfher: This board respectfully requests delegates from the United
States to object to the discussion by the Brussels conference of any gquestion
having in view the relinguisxhment of the coastwise laws of the United Btates,
whether by reciprocal arrangements or otherwise, should any sucli discussion
he proposed,

Among the facts justifying the above resolution, are the following:

1. The agenda of the approaching conference of the International
Chamber of Commerce to le held at Bruqeels, Belgium, in June,
contained the following, under the title “ Marine Transport »:

The Congress will he asked to vote ¢n a series of resolutions which will be
submitted by Hir Alan Anderson, ex-president of the Chamber of Shipping of
the United Kingdom, deputy governor of the Dank of England, and chairman
of the sea transport committee of the International Chamber of Cominerce.
Two resolutions deal with flag diserimination, indorsing the Rome resolution
and insisting on the harm done to the country practicing such diserimination.

2. That some foreign shipowners have, as an ultimate purpose, the
breaking down of the constwise laws of the United States when they
discuss {lag discrimination, is reflected by the following occurrence
at a meeting of the Liverpool Steamship Owners' Association, held
several months avo, as recorded in the Liverpool Journal of Com-
neree

Mr. R. D ITolt presided at thie annusl general meeting of the Liverpool
Nteamship Owners’ Association held yesterday.  In moving the adoption of the

anuuial report he said he was -;tmn"h impressed with the work of an interna-
tional charaeter with which the association had Leen engaced in recent times,
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Of particular importunce had been their labors against the practice of some
countries making a diserimination between their own shipping and that of
other nations using their ports,

He had always wished that international bodies should declare that all car-
riage by sea, whether in the forelgn or in the coastwise trade, should be egnally
open to all parties. His own idea had always been that the British Empire
should agree to throw any form of carrying trade open to those who were will-
ing to do the same in return. FHe believed Scandinavia, Germany, Ifolland,
Belgium, and Japan would all come into such an agreement, and they would
then be in a position to compel every nation te throw open its trade to every
flag. In this way they would very soon have an end of all the exclusions. which
were s0 extremely bad for trade in every form.

3. In the light of this attitude the following extract from a reso-
Iution passed by the Federation of British Industries is significant:

Discriminations which deny equality of treatment to vessels of all flagy con-
stitute a serious menace to the maintenance of an open market. The federa-
tion, therefove, hopes that the Government will do their utmost to secure
that provision is made in the proposed convention for true equality of treat-
ment for flags of all nations.

Now, the “ convention ” referred to in this extract was a docu-
ment framed by the “ Organization of Communication and Transit
of the League of Nations (an official unit of the league), disclosing
the attitude of that body to be that flag discrimination should be
prohibited at all ports coming within the terms of the convention.

4. At a meeting of the International Chamber of Commerce held
in 1923, a resolution passed by it, though apparently limited by its
express terms to the foreign commerce of nations, has in it this broad
language: . i i et By

The congress, therefore, recommends that any attempt to restrict the car-
riage of goods or passengers between different countries to vessels sailing under
the national flag of any nation, by discrimination in any form, should be
strongly opposed as being contrary to international comity and disastrous to
internatlonal commerce, the congress being of opinion that the establishment
and maintenance of commerce between the various nations on a sound basis
can only be secured by equal opportunity to all ships under all flags in all parts
of the world.

The International Chamber of Commerce passed another resolu-
tion, at a later meeting, containing the following:

Cheap and efficient transport depends upon the vessels of all flags * * *
being treated by every country in all that concerns the use of the ports of that
country, and in all respects, on a footing of equality with vessels, cargo, and
passengers of that country.

5. The “ convention ” to which we have referred above, namely, the
findings of the “ Organization of Communication and Transit,” func-
tioning under the League of Nations, in referring to various privi-
leges to be enjoyed by foreign vessels, including “ the full enjoyment
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of the benefits as regards navigation and commercial operations
which it aifords to vessels, their cargo and passengers,” further says:

The flag of the vessels must not he taker into account, nor may any distine-
tion be made to the detriment of the flag of any contracting state whatsoever,
as between that flag and the flag of the states under whose sovereignty or
authority the port is situated or the flag of any other state whatsoever.

6. That the tendency and the intent of some foreign shiposners
may be to break down restrictions at present imposed by our coast-
wise laws, if possible, is further evidenced by the following extract
from an article entitled “ Flag discrimination,” by Charles B. L.
Tennyson, Esq., one time deputy director of the IFederation of Brit-
ish Industries, appearing in DBrassey’s Naval and Shipping Annual
for 1925, a prominent British publication, under the caption “ Re-
strictions on coasting trade”:

It must not, however, be assumed that this convention is the last word ou
the subject. * * *

The writer is here referring to the “ convention ” of the “ Organ-
ization of Communication and Transit” of the League of Nations.
He continues: .

There is at least one omlission of very great importance, for the convention
is expressly stated not in any way to apply to the maritime coasting trade.

The position in regard to this trade is that the British coasting trade is free
to all flags and that of almost all other nations is reserved to the national flag.

The writer further says:

* * * There has been a regrettable tendency on the part of foreign na-
tions to Include within the scope of their coasting trade traffic between the
mother countries and her overseas possessions, * * * Although the con-
vention above mentioned did not cover the coasting trade, a resolution wag
included in the final act expressing the hope that all States, whether parties to
the convention or not, would support these principles, and in particular would
abstain from undue extension of the coasting trade.

" In noting these comments on the “ regrettable tendency on the part
of foreign nations to include within the scope of their coasting
trade traffic between the mother countries and her overseas posses-
sions ”, the provisions of section 21 of the merchant marine act, 1920,
under which the coastwise laws have been extended to our island
possession and under which they may yet be extended to the Philip-
pine Islands, may have been in the mind of the writer.

This extract, especially when considered with the above quotation
from the Liverpool Journal of Commerce, clearly reveals the atti-
tude of some foreign shipping interests to the coastwise laws of the
United States. '

7. At 2 meeting of the council of the International Chamber of
Commerce held in Paris in February, 1925, the members of the
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council from a prominent martime nation proposed the following

resolution :

In the light of the principle of freedom in transit and communieation, as
stipulated in the covenant of the League of Natlons, the Cougress is respect-
fully invited to use its best endeavors to induce the Governments concerned
to remove all barriers on the coasting trade of thelr respective countries,

8. Although the council did not adopt the above quoted resolution,
action was taken by it in the premises, as evidenced by the following
statement in Fairplay, a prominent British publication, issue of
February 19, 1925, under the title “ French shipping news”:

The sea transport committee of the International Chamber of Commerce met
here on 5th February and adopted a series of resclutions which were approved
by the council of the chamber on the following day, and will be submitted to
the next congress to be held at Brussels. With regard to flag discrimination the
committee recalled the principles laid down by the Rome congress of the cham-
ber and insisted on the fact that those States which resort to flag discrimina-
tion damage their own trade even more than of their neighbors. It may also
be noted that the geneval secretary of the chamber has been asked to collect
evidence showing how the restrictions placed on the coasting trade (flag monop-
oly) in varions countries affect commercial exchanges, especially as regards

exports.

The board’s action was brought to the attention of the delegates
from the United States attending the conference and a similar posi-
tion was taken by important steamship associations and other com-
mercial bodies, with the result that when an effort was made at the
sessions of the Brussels Conference to discuss the question of coast-
wise laws, the American delegates opposed such action and success-
fully maintained the position, as is also set forth in the resolution
of the board cited above, that as the coastwise laws of a nation relate
exclusively to the domestic commerce of the nation, they are not a
subject for discussion at an international conference.

Work Under Section 28, Merchant Marine Act, 1920.

The status of section 28 of the merchant marine act, 1920, in so far
as formal action by the board is involved, remains the same as under
the resolution of the board dated February 27, 1924, under which
resolution the board withdrew the certification previously given the
Interstate Commerce Commission, under which certification the act
became effective, the board’s action having been taken for the reasons
set forth in the annual report (p. 16) for the fiscal year ending June
30, 1924.

During the present fiscal year, in his annual message to Congress in
December, 1924, the President referred to section 28, as follows:

The procedure under section 28 of the merchant marine act has created great
difficulty and threatened frietion during the past 12 months. Its attempted
application developed not only great opposition from exporters, particularly as
to burdens that may be imposed upon agricultural products, but also great
anxiety in the different seaports as to the effect upon thelir relative rate strue-
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tures. This trouble will certainly recur if action is attempted under this section.
It 1s uncertain in some of its terms and of great difficulty in interpretation,

It is my belief that action under this section should be suspended until the
Congress can reconsider the entire question in the light of the experlence
that has been developed since its enactment.

Although no formal action has been taken, the bureau has been
active in procuring further information which may be of value
should any proposed legislation be presented for the consideration of
Congress, and to that end has communicated extensively with persons
interested to secure the latest information.

Uniform Bills of Lading.

Closely related to transportation matters is the movement to pro-
cure a uniform bill of lading for use by maritime nations generally.
The board has passed a resolution approving the movement in gen-
eral without final commitment, however, as to details. Various
international conferences have considered the subject of a standard
bill of lading, and uniform obligations, for use by ocean carriers
in connection with foreign commerce. The first of these confer-
ences was at the Hague in August, 1021, at which a code of rules on
the subject was prepared; these have since been commonly known
as “The Hague rules, 1921.” These basic rules have been devel-
oped at various meetings, and, at the International Maritime Con-
ference held at Brussels in October, 1922, a convention was agreed
upon and was referred to a committee for further development.
In October, 1923, that committee further revised the convention,
and it has been the basis of several bills in Congress, having in view
the enactment of a bill of lading conforming to its provisions. The
board took an active interest in the matter and proposed changes it
deemed essential to the interests of the American merchant marine
and American commerce. The last bill introduced was to the House
of Representatives (. R. 12339, 68th Congress) and the Committee
on Merchant Marine and Fisheries of the House submitted a report
on it, No. 1620, dated February 27, 1925. This bill was a revised
form of H. R. 11447. Much weight was given to the fact that
Great Britain had enacted a new “carriage of goods by sea act,”
based substantially on the convention mentioned; in earlier discus-
sions of the matter before the committee of Congress, it was assumed
that the British act was mandatory; the pending bill contained
mandatory provisions accordingly; the board demonstrated to the
committee of Congress that the British act in all of its aspects was
not mandatory, and it might be a handicap if American shipping
was subjected to a mandatory form if competing DBritish lines were
not subject to a similar mandatory form. The bill above referred
to (H. R. 12339) was favorably reported by the House committee,
but omitting penal clauses contained in the earlier bill was among
the changes which had been made by it; the bill submitted to the
House by the committee proposed a uniform bill of lading, the use
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of which was optional with carriers and shippers. Notwithstand-
ing the usé was made optional, a substantial advantage would ac-
crue from such a law, as it would have the force of law in respect
to all contracts for the carriage of goods by sea, where the parties
to the contract adopted the provisions of the act by reference to the
act, and they would thus become relieved of any and all provisions
of law in conflict with the provisions of the bill of lading thus
authorized. If the use of such provisions was mandatory on Amer-
ican carriers, they might not, if their competitors were not limited
exclusively to similar provisions, be in a position to offer as good
terms as their competitors, in the transportation of commerce. The
matter is emphasized, as similar legislation will probably be pro-
posed at the next session of Congress; all shipping interests are re-
quested to read the report of the House Committee on Merchant
Marine and Fisheries, referred to above (Report N