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LETTER OF TRANSMITTAL

Unrrep States SHirpiNg Boarp,
Washington, D. C., December 1, 1925,
To the Congress:

In compliance with section 12 of the shipping act, 1916, we have
the honor to transmit herewith the ninth annual report of the
United States Shipping Board and the United States Shipping
Board Emergency Fleet Corporation covering the fiscal year ended
June 30, 1925. _

T. V. O’Conxor, Chairman.

Epwarp C. Promwmer, Vice Chairman.
W. S. Bexson, Commissioner.

Berr E. Haney, Commissioner.
Wirriam S. Hivr, Commissioner.
Mever LissNER, Commissioner.

Joun H. WarLsH, Commissioner:



PART 1

UNITED STATES SHIPPING BOARD




UNITED STATES SHIPPING BOARD

ORGANIZATION

On July 1, 1924, the Shipping Board consisted of the following
members: T. V. O’Connor (chairman), Great Lakes, 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 16,
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 one year, qualified June 138, 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. Lasker, 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, secretary 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 is 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 sufficient
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 citizens 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 hereinafter 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,
etc. 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 recommendations 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, including payment of
deferred rebates, use of “ fighting ships,” or resort to discriminating
methods or contracts.

(b) Requiring the filing of copies of agreements fixing rates or
any memoranda of facts.

(¢) 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. _

() -To approve all Government rules and regulations affecting
shipping in the foreign trade.

(g) 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:

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

(&) To make loans 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.

(4) To investigate the comparative American and foreign 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 downward the income taxes of shipping companies
under certain conditions to encourage new construction.

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

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

Operation of Government- Ownéd Fleet.

As permitted by law, the Shipping Board, following its policy es-
tablished by resolution passed September 80, 1921, operates the
~ Government fleet through a subsidiary organization known as the
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Emergency Fleet Corporation, the president of which corporation
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 services
sufficient to insure to the commerce of the United States regular,
frequent, certain, and permanent transportation to the principal
trade regions of the world.

About 80 per cent of American tonnage in operation on overseas
trade routes is Government owned. Half of the remaining 20 per
cent is owned by industrial carriers 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.

2. Elimination and consolidation of managing operators to reduce
their number.

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

(@) 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.

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

(¢) Establishment of closer superv1s1on by the owner to safeguard
insurance, fuel, repair bills, etc.

(@) Ehmlnatlon of fixed allowances.”

(e) Prohibiting subsidiary corporations except where specifically
authorized.

(7) Protection against fore1gn 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 80, 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 30, 1923, the number of emplcvees had been reduced to
3,372, and for the year ending June 30, 1923, expenditures for sal-
aries and wages were $9,049,649. Traveling expenses, office supplies,
advertising, communication service, and other general expenses
amounted to $4,372,971, making a total of $18,422,620, 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. For travel-
ing expenses, office supplies, advertising, communication serviee, and
other general expenses there was expended $2,207,272, a total of
$7,454,465 and a reduction over the fiscal year 1923 figures 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
ships. 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 sufficient to carry 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 appropriations sufficient or insufficient to
carry on the work.

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

Imports | Exports { Total

Per cent | Per cent | Per cent
37 29 31

Calendar year 1921__

Calendar year 1922__ 28 32 30
Calendar year 1923___ 26 28 28
Calendar year 1924___ 31 28 29
Calendar year 1925 (first half).. 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 Lakes imports should 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

Per cent | Per cent | Per cent
71 38 51

Calendar year 1921__

Calendar year 1922_. 63 40 51
Calendar year 1923 53 33 42
Calendar year 1924 _ 54 35 44
Calendar year 1925 (first half) 48 33 40

During the fiscal year 1923-24 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 a 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 appropriated 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 during 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 mnearly $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 supplies 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 Philadephia,
Pa., and two lots in Brooklawn, 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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$21,394,836 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 have been thoroughly investigated 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 question 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 84 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 permanently
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 instead 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 calculated, 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

¢
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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, 1. 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
guaranteed 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 before
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. Whatever 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—namely, 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 legis-
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.

Eigh cost of American labor, both on land and on sea, is one of
the real causes of the inability of private enterprise to maintain an
American 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 goods 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 American 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 cost
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 sufficient and per-
manent Government aid to equalize the higher costs of American
ship operation with the costs of their foreign 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
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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 ingtrumentali-
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 succeed 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 joined 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
fundamental 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
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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 sufficient 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
1s so essential for the commercial and military welfare of this
country.

In addition 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
belongs—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.

Tt must be recognized that the foreign purchaser, when he buys
goods in this country, generally buys f. 0. b.—that is, to be taken by
him at an American port and carried on his own vessels. When
he sells, he sells c. i. f., which means he sells delivered at an Ameri-
can port, and again he chooses his own vessels for that ocean trans-
portation. American buyers and sellers pay not enough attention
to the question of the ship’s nationality. They allow the foreigner
to select 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 act, 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 sufficient 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 South American trade already calls for an addi-
tion to that fleet of combination passenger and freight vessels.

No attempt to stand still will succeed. Failure 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 TRAFFIC

In previous annual reports the Bureau of Traffic has reported
on the activities of the board, not only in respect to matters still
within its jurisdiction, as shown below, but also as 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 bureau.

As at present constituted the Bureau of Traffic 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 personnel 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 investigate 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.
Tt 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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CoxsoripaTioNs Durine Fiscar Year 1924-25

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
ratified by agreement September 5, 1924. By 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 Canary

Inc., 8 steamers. Islands, Portuguese,
Spanish Atlantic, Span-
ish French Mediterra-
nean, west coast Italy,
Adriatic ports, North
Export Steamship Cor-|{North —Atlantic range,| Africa (west of Bizerta).

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

Bizerta).
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 reduetion in number of steamers from 21 to 18.

Consolidated service
Greece, = Constantinople,

Black Sea, and Levant.
Malta -Alexandria - Syrian

. E ¢ Li coast and Greece.
An(lg;;ir;t P (S)iea.m;?l?; North Atlantic range,|West coast Italy and
Corporation) Norfolk to Portland. French Mediterranean.

North Africa 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.
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Old services

Carolina Co South Atlantic ports to Bremen and Ham-
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, { Liverpool, 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 19,
1924, and ratified by agreement of August 4, 1924; trgde 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. R
S. Sgitcovich & CO—— . Texas to Liverpool and Manchester.
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____________ {GlangW, 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.

Services previous to board resolution of June 19, 192}

Lykes Bros \{ New Orleans to Rotterdam.
New Orleans to Hamburg and Bremen.

Daniel Ripley & CO.—— oo __ {Houston to Hamburg, Bremen, Rotter-
dam.

Lykes Bros.._ {Galveston to Bremen, Hamburg, Rot-
terdam.

24 steamers operated in above services.
Daniel Ripley & COvcmmeooom Houston to France and Belgium.
S. Sgitcovich & Co Galveston to France and Belgium.

11 steamers operated in above'services.
Consolidated services authorized by board resolution of June 19, 1924
[

New Orleans to Rotterdam.
Southern States Line (Lykes Bros.{New Orleans to Bremen and Hamburg.
Steamship Co.) Galveston and Houston to Bremen,
Hamburg, and Rotterdam.

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

Consoliddted service authorized by board resolution of December 30, 192}

Southern States Line_ .. ._) New Orleans to Rotter-
dam.

New Orleans to Bremen
and Hamburg.

Galveston and Houston to
Bremen, Hamburg, and
Rotterdam.

Houston 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.

0Old 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 a less
number of sailings; it also resulted in the most practical combination
of ports, coupled with greater flexibility of operation.

Consolidated service

Philadelphia, New York._.)}

» Rotterdam.
Black Diamond Steam—[Ne,w York: """""""

ship Co. Philadelphia, New York.. Antwerp.

lBoston, Baltimore, Nor- Antwerp, Rotterdam.
folk.
. . . (Baltimore, Philadelphia, Havre, Dunkirk.

Co(s;;lopohtan . Shlpplng[ New York. ’ !

e Philadelphia, New York.. Bordeaux, St. Nazaire.

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 Board
resolution of July 1, 1924, and ratified by agreements 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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Old services

Barber Steamship Lines. North Atlantic ports (calling at 11 steamers.
' South Atlantic when cargo in- 1o SE i
ducements offer)/Orient via the N
Panama Canal, returning one
steamer a month via Europe and
the other steamers direct to the
North Atlantic. ’

Kerr Steamship Co..... North Atlantic ports/Dutch East 6 steamers.
Indies. (RIS AN
Tampa Interocean Steam- Gulf ports/Orient_.._____________ 11 steamers.
ship Co. L L
Total e 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 Kast and from
the Gulf to the Far Kast 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. :
Consolidated service

American Pioneer Line) North Atlantic ports_____ Philippines and Dutch
(Atlantic Gulf & Ori- East Indies.
ental Steamship Co.). JGulf_ ... ____________ Far East (China, Japan,
and Philippines).
7. North Atlantic and Gulf Ports to West African and South African Ports.
Services 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 Qctober 13, 1924.

{China and Japan.

0ld services

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

(Inc.). York. ports.
A H 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. Bﬁll & 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
ments offer). Africa. :
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ADEQUACY OF EXISTING SERVICES

The staff of the Fleet Corporation having also been engaged in
the study of existing trade routes during the fiscal year, with special
reference to the consolidation of lines operated by the Government,
the work has not been duplicated by the staff 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 distinctly 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 7
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
insufficient 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 delayed 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 north
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 Francisco 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 reasonable 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 upon 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 authorizing 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 American
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 Bu-
reau of Traffic 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 bureau, 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 of the purposes of that act, in order to adjust or meet
general or special conditions unfavorable to American shipping



26 NINTH ANNUAL REPORT UNITED STATES SHIPPING BOARD

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 be 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 connection 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:

1. Railroad control 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 excluded from tidewater; (b)
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preferential treatment could be given steamship lines in which the railroad
owning the terminal is interested, to the prejudice of competing steamship
lines; (c¢) persons owning the railroad may be more interested, directly or
indirectly, in the development of some port other than the port involved; (d)
it should not be within the power of a railroad, either because of conflicting
imterests or because of indifference, inefficiency, or financial incapacity, to
make or mar a port. Furthermore, though the railroad 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 on a fair com-
petitive basis, and the ewning railroad 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,
railroads should be compelled to stop absorbing terminal charges in the line-
‘haul rate.

III. Separate cost. accounis—When a railroad operates a rail-water ter-
minal, cost accounts of operation and maintenance should be kept distinct
from the line-haul service, so that the terminal service may be eliminated, if
the returns do not compensate the railroad for its cost, and also that there
may be a proper basis for computing the reasonable charge to be made shippers
using the terminal. If the cost of such service is not earned, the deficit is
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 railroad. 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. Service “costs what it costs.”—It is neither an injustice nor a hardship
to require the railroad to separate the terminal charges from the line-haul
rates, for the terminal service “costs what it costs” and no illusion can alter
that fact. If a railroad received $1.00 as a joint rate on a rail-and-water
shipment, and that amount is a reasonable rate for the rail haul alone, nothing
being added for the terminal service, that service nevertheless costs the rail-
road what in fact it costs it. If, therefore, in the hypothetical case cited the
railroad in fact contributes terminal service which costs it 20 per cent of the
total rate, then it is obvious the railroad is receiving 80 cents only for the
line-haul service; no agreement, custom, or competitive pressure can change
the substantive fact.

V. Quotation of single rate.—Prohibiting the absorption of terminal charges.
in the line-haul rate will not affect the convenience of shippers in obtaining
one total rate. The division of the total rate into line haul and terminal
units will not require the shipper to pay the items separately. The proposal
is, that in quoting a total rate the railroad will show, in the guotation 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 elect to use the
railroad for the line haul only; and he should be able to require the railroad
to deliver the shipment at a terminal other than the railroad terminal. The
advantage to the shipper in this independence of choice is obvious. The in-
dependent terminal may have facilities for handling the particular commodity
greatly superior to the facilities offered by the railroad; or the shipper may
prefer to use vessels which have access to the independent terminal, but
may not have equally favorable access to the railroad terminal.

67677T—25——3



3
]

)
28 NINTH ANNUAI REPORT UNITED STATES SHIPPING BOARD

V1. Effect on parity of rates.—It is claimed that if railroads are required
to separate their terminal charges from their line-haul rate, this will result
in breaking lown the rate structure which has been developed in recent
vears, 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 between a point in the interior and two
or more ports competing for the traffic. A railroad having its terminal. say.
at Mobile may quote $1 on a rail-and-water shipment. 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 Savannah
may be, say, 15 per cent of the total rate; this does not affect 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 the 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 is 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. - ‘

S VIIL Transit over terminals.—It is claimed that a rail-water shipment is
substantially one 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 on 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. Freight deposited on a wharf, whether from a vessel
for delivery to a railroad or by a railroad 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 is often delivered at the terminal by a railroad
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 public terminals.—It is claimed that publicly owned ter-
minals may not be operated on a fair competitive basis in their relation to
rail-owned terminals, because the interest of the community owning such
terminals would have in view the development of the port, without respect to
the success of the terminal as a separate business venture. 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. DockeTr 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
commodities, from the time they, or the car containing 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 has no further responsi-
bility for their physical movement. The term includes wharfage, if any:
alse storage, incident to the movement in regular course of tl'anspoz'mtionz
it does not include “warehousing ” for general storage purposes; nor does it
include “elevator " service. Information concerning such elevator service,
and also warehousing of a general “alehouslng kind, is also desired, for the
same per iods.

_The term *rail-water” terminal as herein' used means a terminal at n
port on the Great Lakes, or at a port of continental United States visited by
ocean-going vessels, operating in coastwise or foreign water-borne commerce.

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

These preliminary statements are not to be construed too literally; they are
mentioned only to mdlcate the plan and scope of the information ‘desired.

Subjects to be covered:

(1) At what ports in continental United States has the road rail-water
terminal facilities; and if at more than one 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 hoth, at the
same port, separate and apart from its rail-water terminals? )

(2) Describe such rail-water facilities at each such port, including a map
of the entire harbor and also plans and photos of the terminal.

(3) If the road has 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 description.

(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. Also
show what stock, if any, is 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 lines; which other
lines have rail-water terminals at the same or other ports?
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(8) What zones in the United States are chiefly served by these rail-water
terminals both as to outgoing and incoming freights; and what are the commod-
ities chiefly handled over such terminals, either as shipments from or ship-
ments into such zones; of course limiting the statement to shipments which
have been trznsported 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 road’s rail-water terminal has
been used—say, for last three years, if practicable—including in such statement
following items: (a) 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; (b) destination of such
vessels, or port from which commodity has been brought, respectively; (o)
what proportion of such freight consisted 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: (@) total tonnage handled by road’s rail-water terminal, in and out;
and (b) total tonnage similarly handled at all terminals at each port at which
road has such rail-water terminals.

The freight movements herein in mind are only those over the rail-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 rail-water terminal?

(14) At what ports, where the road has rail-water terminals, are there in
force uniform regulations and rates affecting all 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 is 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 terminals and in respect
to which the line-haul rate has “absorbed” 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 absorbed on a particular
commodity. when shipped from a particular point 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 occurred (during the last five
years, if practicable) ; also give reasons on which such variations of treatment
were based.

(18) Give full statement showing in what instances * storage in transit”
is permitted; and in what cases it has been permitted during the last five
years, if practicable; including a statement of the concessions which have
been made either in respect to terminal charges or payments by the road to
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warehouses for such storage, or handling charges in or out of storage, or

otherwise. Also stating, by way of comparison, 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 fiscal
year, state what part thereof, respectively, was: (a) on through bill of lading;
(b) though not on through bill 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 force at any time during
the last five years relating to or affecting terminal charges or other privileges
or concessions in transit. .

(21) Give statement showing regulations and allowances regarding “ free
time * both as to freight consigned locally and as to freight in transit between
line-haul and ocean-going vessels. Show variations existing as to * free-time ”
allowances, as between various 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 account 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 as a separate entity and based upon the accounting
system at present used by the railroad. Furnish a similar statement 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.

(25) To what extent have vessels mooring at the road’s rail-water terminals
been made a “dockage charge”? Submit any schedule 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-borne 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 through 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-
peake & 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:

When two ports are in competition and one of them proceeds to furnish
itself with modern terminals equipped “ for the most expeditious and econom-
ical 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 railroad, to offset
the terminal advantages accruing to the port thus securing such improved
terminals, be free to make in favor of the other port, concessions 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 terminals, 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 railroads in connection with shipments to Newport
News, and then, on complaint, have this difference in the treatment of ship-
ments to 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 facilities 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 involved, 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 time 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. Whether 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 neutralized 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 boar:i
might cooperate in doing work imposed on the-board by section &
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 area commodities
or products may be stored pending export or may be absorbed n
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 80, 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 issue 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 Board, adequate steam-
ship service at reasonable rates to accommodate the commerce and the passen-
ger travel of the Philippine Islands has been established; 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
opinion of the United States Shipping Board the provisions of section 21 of
the merchant marine act of 1920, extending the coastwise laws of the United
States to the Philippine Islands, should now Dbe 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 effective as to the Virgin Islands; the last certifica-
tion having been by resolution of the board, dated April 14, 1925,
requesting that the time be extended to December 31, 1925, 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 Britain 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 Britain, 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
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recommended to the board a resolution, which was duly adopted,
reading as follows:

‘ " Whereas the Secretary of State by letter ‘dated November 3, 1924, has made
known to this board that the British Government contends that British vessels
have a right to participate in trade between American Samoa and other ports
of the United States, and which letter requests information involving the in-
terpretation of article 8 of the tripartite convention of 1899, 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 the coastwise trade mentioned:

Resolved, the attitude of the United States Shipping Board is that section 21
of the merchant marine act, 1920, extends the coastwise laws of the United
States to trade between American Samoa and other ports of the United States
and that the tripartite convention of 1899 does not give British 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, 1920, being later in
date, extinguished the right, and this board is 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 on 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 in part over Canadian rail lines and their
own or other connecting water facilities.” As a result of the bureau’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 :
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Whereas vessels of foreign registry, especially those navigating the Great
Lakes, are operated in the domestic commerce of the United States in active
competition with American vessels, under the exception set forth in section 27
of the merchant marine act, 1920, and by evasions and violations of our gen-
- eral coastwise laws; and '

Whereas substantial competition now exists between vessels of American
registry operating 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 effect qualifying Canadian vessels to engage in through
domestic commerce of the United States, on the Great Lakes, under the
exception contained in section 27, merchant marine act, 1920 ; and

Whereas it is within the power of this board to assure competitive condi-
tions in the traffic mentioned, by operating tonnage on the Great Lakes by
methods similar to those employed in the board's operation of tonnage on
ocean routes, or by charter, or by other effective means, including their opera-
tion by private capital, made possible in proper cases by sales of vessels at low
prices or by loans from the construction loan fund maintained under section
11, merchant marine act, 1920, at low rates of interest; and

Whereas the admission of foreign vessels in competition with American
vessels in our domestic commerce when vessels under American registry are
subjected to expenses under express provisions of law to which expenses such
foreign vessels are not subject, presents an unfair competitive condition which
should not be permitted ; and as it is the intention of this board, under proper
circumstances and when necessary, to maintain adequate tonnage in the traffic
mentioned, as contemplated 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 traffic on the Great Lakes, even though Canadian Lines are
excluded from the traffic mentioned; it is

Resolved, the bureaw of traffic of this board is hereby authorized and
directed to take all necessary steps to procure, if possible, the revocation by
the Interstate Commerce Commission of any orders or regulations heretofore
promulgated by it relative or pursuant to section 27, merchant marine act, 1920,
in so far as these either by express provisions or in their general effect make
it lawful for vessels of foreign registry to participate in the exclusively.
domestic commerce of the United States; and

Resolved further, the committee on legislation is hereby authorized and
directed to have a bill prepared and introduced at the next session of Congress,
having in view the complete elimination of vessels of foreign registry, includ-
ing Canadian vessels operating on the Great Lakes, from participation in the
exclusively domestie commerce of the United States, by the repeal of any
provisions of law which permit such participation, when adequate tonnage of
American registry is available; and by amendments which will effectively
prevent the evasionand violation of the coastwise laws of the United States.

Believing that conditions prejudicial to the American merchant
marine on the Great Lakes can not be fully corrected without appro-
priate legislation to prevent evasion of the coastwise laws there
and elsewhere, "7; Bureau of Traffic has held conferences during
the year with siipping 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 from
such practices under the provise of section 27 is obvious. An

v
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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 meet the requirements of many provisions of Amer-
jcan law to which American vessels are subject. An examination
of the matter revealed that the evasion has in the past been suc-
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 Lakes, it has recommended legislation 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 foreign port, he shall not be
permitted to board the vessel for the commenceme)c of the voyage
in an American port; and, conversely, if the place of embarkation is
an American 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 traffic 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 to 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:

Whereas the agenda for the meeting of the International Chamber of Com-
merce to be held in Brussels, Belgium, in June has on it the consideration of
two resolutions dealing with flag discrimination; and, as it has been sug-
gested that the subject of flag discrimination should be extended to include
the consideration of the coastwise laws of nations;

Resolved: In the judgment of the United States Shipping Board, the con-
tinuance and effective enforcement of the coastwise laws of the United States
is essential to the existence of an American Merchant Marine and for our
national defense; and the policy underlying such laws is a domestic question
the discussion of which is not within the purisdiction of the proposed Brussels
conference ; and therefore

Resolved further: This board respectfully requests delegates from the United
States to object to the discussion by the Brussels conference of any question
having in view the relinquishment of the coastwise laws of the United States,
whether by reciprocal arrangements or otherwise, should any such discussion
be 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 be held at Brussels, Belgium, in June,
contained the following, under the title “ Marine Transport ”:

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

2. That some foreign shipowners have, as an ultimate purpose, the
breaking down of the coastwise laws of the United States when they
discuss flag discrimination, is reflected by the following occurrence
at a meeting of the Liverpool Steamship Owners’ Association, held
several months ago, as recorded in the Liverpool Journal of Com-
merce:

Mr. R. D. Holt presided at the annual gencral meeting of the Liverpool
Steamship Owners’ Association held yesterday. In moving the adoption of the
annual report he said he was strongly impressed with the work of an interna-
tional character with which the association had been engaged in recent times.
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Of particular importance had been their labors against thpractice of some
countries making a discrimination between their own shiying and that of
other nations using their ports.

He had always wished that international bodies should “lare that all car-
riage by sea, whether in the foreign or in the coastwise 3 S ' should be equally
open to all parties. His own idea had always been & she British Empire
should agree to throw any form of carrying trade open to 10se who were will-
ing to do the same in return. He believed Scandinavia,Germany, Holland,
Belgium, and Japan would all come into such an agreemat, and they would
then be in a position to compel every nation to throw opa its trade to every
flag. In this way they would very soon have an end of all he exclusions. which
were o extremely bad for trade in every form.

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

Diseriminations which deny equality of treatment to vessels of al} flags con-
stitute a serious menace to the maintenance of an open market. The federa-
tion. therefore, hopes that the Government will do their utmost to secure
that provision is made in the proposed convention fo; 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:

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
international 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 enjovment.
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of the benefits as regards navigation and commercial operations
which it affords to vessels, their cargo and passengers,” further says:

The flag of the vessels must not be taken into account, nor may any distinc-
tion be made to the detriment of the flag of any contracting state whatsoever.
as between that flag and the flag ofe 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 shipowners
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 Iederation of Brit-
ish Industries, appearing in Brassey’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 on
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 omission of very great importance, for the conveuﬁon
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 was
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 a 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 communication, as
stipulated in the covenant of the League of Nations, the Congress is respect-
fully invited to use its best endeavors fo induce the Governments concerned
to remove all barriers on the coasting trade of their 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 resolutions 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 general secretary of the chamber has been asked to collect
evidence showing how the restrictions placed on the coasting trade (flag monop-
oly) in various 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 friction 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
apxiety in the different seaports as to the effect upon their relative rate struc-
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tures. This trouble will certainly recur if action is attempted under this section.
It is 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 experience
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, 1921, 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 (H. 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 British 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 use 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 No. 1620, 68th
Congress), and also the bill to which the report relates (H. R.
12339, 68th Congress). '

York-Antwerp Rules.

A proposed revision of the “ York Antwerp rules ” has also been
the subject of international consideration, and has been receiving
the attention of this bureau because of the relation these rules bear
to ocean transportation, involving as they do rights and liabilities
of vessels and cargo owners in cases of general average. The posi-
tion taken by the board, in common with other American interests,
has been that the proposed revision, having been developed at a
conference at which shipping interests of the United States were not
adequately represented, could not be introduced and that the whole
subject should be reconsidered by an international gathering, at
which all maritime nations should be given adequate representation.
Special Cases.

In addition to activities under express provisions of law, some
of which have been set forth in this chapter, the bureau of traffic
has taken action on cases brought to its attention by shippers and
others, where their interests have been involved and prejudiced by
deficiencies of service, either in respect to trade routes or, though
the route itself may be adequately covered for general purposes, in
respect to special movements on such routes. These specific cases
will not be referred to in detail, but the fact is mentioned that the
public may understand the Bureau of Traffic of the board is an in-
strument that may be invoked for the investigation and considera-
tion of all reasonable complaints affecting shipments, in whole or in
part, transported by water. During the fiscal year a number of
these complaints have received the attention of the bureau.

Consular Service. :

The Consular Service of the United States is a source from which

the bnreau receives great assistance, and this opportunity is taken to
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acknowledge the obligation of the bureau to members of that serv-
ice in communicating, through the State Department, deficiencies of
service in.various parts of the world.

BUREAU OF REGULATION

The work of the Bureau of Regulation covering the administra-
tion of the regulatory provisions of the shipping act and merchant
marine act relating to rates, fares, charges, and practices of common
carriers by water in interstate and foreign service was enlarged in
certain of its phases to care for the increasing volume of regulatory
matters coming before the board for attention. To facilitate and
afford a more stable basis for the conduct of the work of the bureau,
extensive inquiries were made during the last several months of the
period of this report to determine the statis of all common carriers
by water furnishing transportation service of any character in, from,
or to the United States, and of “other persons” whose business in
one manner or another reflects a relation to the regulatory provi-
sions of the shipping act as contemplated by section 1 thereof. As
a result of this effort and of a revision of the somewhat similar
data previously at hand, there is now available and in use a com-
prehensive record of the organization and activities of 1,512 carriers
by water. Of this number 196 interstate and 263 foreign carriers
are subject to the jurisdiction of the board. In addition 186 for-
warders and others furnishing wharfage, dockage, warehouse, or
other terminal facilities in connection with common carriers by
water are shown to be within the purview of the shipping act and
amenable to such of its regulatory provisions as have application to
their respective activities.

Formal Docket.

Nine sworn complaints and six intervening petitions filed by ship-
pers and port interests in pursuance of section 22 of the shipping
act in connection with rates and practices of carriers were con-
sidered by the bureau during the year. Six of these formal com-
plaints were terminated by the issuance of appropriate orders of the
board following submission by the bureau of recommendations and
proposed reports prepared from evidence presented under oath at
hearings conducted in accordance with the board’s rules of practice.
In one instance of violation established in regard to unreasonable
rates charged, reparation in the sum of $1,902 was found to be due
-and payment thereof effected. Hearing on a second complaint in-
volving rejaration approximating $53,000 for injury alleged to have
been incurrzd by reason of a carrier’s unjust discrimination between
importers, previously found by the board to have been practiced,
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was conducted by the bureau and is the subject of proposed report
now in preparation for submission to the board with recommenda-
tions for disposal. Upon complaint of shippers the rates of three
carriers applicable to carload and less-than-carload consignments
of peanuts were found to be unjust and unreasonable, and reasonable
maximum rates to be applied in the future were prescribed. Two
other complaints attacking rates of carriers as unreasonable and un-
duly prejudicial were dismissed for lack of proof of the violations
alleged.

In addition to complaints handled on the formal docket, the bu-
reau also conducted a proceeding of inquiry and investigation in-
stituted by the board on its own motion under authority of section
22 of the shipping act into the rates and charges applicable on
freight traffic moving from North Atlantic, South Atlantic, and Gulf
ports of the United States to United Kingdom and European ports.
After an extended hearing at which 16 witnesses gave evidence on
the issues involved and oral argument by counsel for the contending
parties was had before the board, an existing joint conference agree-
ment between carriers operating from the three ranges indicated,
requiring the application by the South Atlantic and Gulf carriers
of substantial differentials in rates over the North Atlantic lines,
was found to be unfair as between carriers and to operate to the
detriment of the commerce of the United States. The triconference
agreement was accordingly disapproved and canceled by formal
order of the board.
informal Docket.

By section 24 of the rules of practice of the board governing pro-
cedure under the regulatory provisions of the shipping act, shippers
and others (including carriers) are privileged to file with this bureau
informal memoranda setting forth statements of acts or omissions
of carriers conceived by them to be in contravention of the statute.
The bureau thereupon by correspondence and informal conference
seeks to bring about understanding and withdrawal, adjustment, or
settlement and to promote and preserve amicable relations between
the parties. This docket has been particularly active during the
period of this report, as in addition to 11 cases pending at the close
of the previous year 64 new complaints were entered in which the
assistance of the bureau as an intermediary was requested. Of the:
total of 75 cases thus given attention, 69 were closed. Results accom-
plished have been gratifying, and the bureau’s efforts, through the
- medium of advice and opinions, to indyce complaining shippers and
respondent carriers to consider the principles governing tae material
facts in controversy have in numerous cases averted tke filing of
formal complaints. With two exceptions the cases filkd on this.
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docket related exclusively to freight as distinguished from passenger
transportation, and while those in regard to tariff interpretation and
terminal transactions have predominated, questions involving prac-
tically every angle of water service were presented for determination.

Carriers’ Conferences and Contracts.

Thirteen new conference agreements were filed during the year
in pursuance of the requirements of section 15 of the shipping act
and were subjected to examination by the bureau as to the propriety
of their terms under the regulatory provisions of that statute as
amended by the merchant marine act. These agreements differ
greatly in detail, according to the particular trades to which they
apply or the special requirements of the lines party thereto, and
record many important changes in conference relations. Modifica-
tions designed to protect the interests of American flag carriers or to
prevent possible unjust discrimination between patrons of the con-
ference lines were incorporated as a condition of the board’s approval
in several of these new agreements, and in all instances were adopted
by the conferences without dissent. Of the 79 conference agree-
ments filed to date 39 are at present operative, as well as 34 subcon-
ferences functioning as committees of their respective main con-
ferences. Minutes of 967 meetings recording action of the various
conferences and committees in pursuance of their agreements and
812 conference tariffs were also submitted and given the bureau’s
attention during the period covered by this report.

Copies or memoranda of 66 written agreements or oral arrange-
ments between carriers concerning other than conference matters
were likewise filed for consideration and approval during the past
12 months. Most of these individual carrier agreements relate to
through billing or prorating arrangements or provide for the estab-
lishment of through rates between United States and foreign ports.
More than half of the memoranda of oral agreements as originally
presented were not complete, as required by the statute, and a con-
siderable number of interviews with carriers’ representatives were
necessary before their submission for action by the board.

Tariffs.

The administration of the requirements of cection 18 of the ship-
ping act and the tariff regulations of the board governing the pub-
lication, posting, and filing by interstate carriers operating on the
high seas and Great Lakes of tariffs showing in d tail the rates,
faves, charges, classifications, and rules in vespect to services ren-
dered by them was one of the major activities of the bureau during
the year. In all 1,127 original freight and passenger schedules ar-
ranged in the form and manner and submitted within th> time pre-
seribed by the regulations were accepted and permitted to be placed
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in the hands of the carriers’ agents for posting at piers and port
offices for the information and inspection of the public. Many of
these tariffs are participated in by other lines not subject to the act
except for their performance of joint interstate transportation serv-
ices in conjunction with carriers primarily within our jurisdicton.
Seven hundred and forty-two concurrences and powers of attorney
filed on behalf of both classes of carriers through the medium of 18
tariff-publishing agencies are of record in the bureau’s register at
the clos: of the fiscal year. The publicity of rates as provided by
the tariffs filed and posted under supervision and authority of law
has proved to be of advantage both to the carriers and the shipping
public, and has been a considerable factor in the prevention of the
evils of unreasonableness and unwarranted discrimination designed
by the shipping act to be abolished.

To provide for the increasing demand by representatives of ship-
pers and carriers, trade bodies and traffic organizations for use of the
bureau’s public file of tariffs, supplements and rate and traffic data,
additional space was assigned for their accommodation in the bu-
reau’s quarters, .

BUREAU OF OPERATIONS

The Bur:au of Operations, under the division of duties made by
the board, is concerned with the supervision of all matters relating
to (1) industrial relations (including sea service section); (2) piers
and wharves; (3) investigations (including study of operating costs
and differentials, navigation laws, and rules and regulations affect-
ing shipping and foreign trade; (4) port facilities.

IxpustriaL Rerations DivisioN

The Shipping Board is charged with doing everything necessary
for the encouragement and development of the merchant marine
to me:t the requirements of the United States. Marine and dock
labor represent so important a factor in the success of the merchant
marine, and so vital is the matter of sound industrial relations to
its efficiency, that it has been incumbent upon the board to give
special study and attention to questions involved in labor administra-
tion, irrespective of any temporary financial gains to be made
thereby. ‘ )

There are few branches of American industry wherein continuity
of service is more essential than in marine and longshore work.
Even a brief stoppage of labor occasions heavy loss to the shipowner,
and unrest or discontent among the employees «ventually results in
multiplied operating costs.

The division of industrial relations concerns itself with labor
matters as they apply to the operation of ships. Its activities may
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be summarized as the investigation and study of questions relating
to wages, hours of labor, and other conditions of employment, and
the respective privileges, rights, and duties of employer and em-
ployee in the merchant marine. It endeavors to maintain friendly
contact with the representatives of the respective unions and keeps
on file a collection of data relative to marine and dock labor
problems.

It is a primary function of this division to serve independent
owners and operators of ships as well as the Emergency Fleet Cor-
poration of the Shipping Board. When grievances arise this is the
body to take the lead in negotiations, with a view to satisfactory
and equitable settlement. Naturally, such work is simplified when
the negotiators have the confidence of the men; consequently an
effort is made at all times to make the laborers feel that they can
bring their grievances to the board at will with assurance of receiv-
ing fair treatment. In numerous cases the division has acted as a
coordinating agency to secure peaceable adjustment of disputes,
negotiating working agreements, and promoting better relations
between employer and employee.

Importance of Centralized Study and Control.

The Shipping Board in a way regulates all the shipping of the
country, and is itself the largest owner and operator. As a result,
the expediency of dealing with labor matters alongshore and aboard
ship from a national point of view is obvious. Were not a consistent
policy applied alike in all ports, confusion and local disturbances
would ensue. The board has favored the policy of collective bargain-
ing with labor wherever possible and has encouraged a fair and im-
partial attitude toward organized labor. Dygring the latter part of
the fiscal year the division conducted various conferences with the
Marine Engineers’ Beneficial Association, the Ocean Association of
Marine Engineers, the Masters, Mates and Pilots, the Neptune Asso-
ciation, and the International Seamen’s Union, as well as keeping in
touch with the local longshore conferences in the ‘different ports
throughout the year. There have been practically no changes in
wages of marine and dock labor during the fiscal year. No strikes
have occurred during the year of any import.

Since the Government, through the Shipping Board, is the owner
and operator of a large number of vessels, it is concerned with indus-
trial relations from two points of view: First, the welfare and per-
manence of the American merchant marine as a whole; secondly,
the economical and efficient operation of its own ships. To cover
these various phases of activity requires:

(a) Investigation and study of labor relations in the American
merchant marine.
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(b) The readjustment of wages and working conditions upon
sound principles of economic justice, and the peaceable settlement
of disputes arising therein.

(¢) Affirmative action in the promotion of better feeling generally
between employers and employees.

(d) The collection, compilation, and classifying of data for study
and comparison of American marine labor rates and foreign labor
rates and conditions.

(¢) General improvement in personnel.

The policy of the Shipping Board in making labor readjustments
on its own ships has been an attempt at working them out in an
orderly manner through collective bargaining wherever possible.
The success with which this has been done, through the industrial
relations division, resulting in so great a saving in wages without
serious interruption of work tends to justify that policy.

Sea Service.

The sea service section of the industrial relations division is con-
ducted by the Shipping Board in the Americanization, education,
and general welfare of crews on American vessels, being in direct
line with the promotion work of the American merchant marine.
Agencies are now maintained in 12 ports: namely, Boston, New
York, Philadelphia, Baltimore, Norfolk, Savannah, New Orleans,
Galveston, Mobile, San Francisco, Portland, and Seattle.

The great purpose of the sea service work is to man the American
merchant marine with Americans. Whether the merchant fleet be
employed constantly as the carrier of United States commerce, or
occasionally as a naval or military auxiliary, and whether it be
privately or publicly owned, it is imperative for motives of efliciency
and self-defense that the crews be loyal and dependable.

It can not be said that we have done everything necessary to
develop and maintain the merchant marine until provision has been
made for carrying American crews. The only official agency in the
United States which is attempting even in a limited way to attract
American citizens to seamanship is the sea service section of the
division of industrial relations. This agency does not confine its
activities to the Government-owned fleet, but relates to private
owners and operators as well.

To have access to a Government agency which is able without
charge to supply crews of American citizens should be a great boon
especially to the small shipowner who has not developed a name or
an organization to attract the best applicants. It is the aim of the
board through its sea service organization to be of material assist-
ance to the American merchant marine as a whole, satisfying a great
need which could not be met in any other way.
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Irrespective of the promotional value of the sea service section in
the Americanization of crews on American vessels, and in the im-
provement of the character of such crews, from the standpoint of
efficiency alone this service saves to the Government many thousands
of dollars annually which otherwise would have to be paid to secure
seamen through “crimps” and other employment agencies. From
the standpoint of economy, therefore, disregarding the advantages
of Americanization and morale of crews, as a most important element
in the upbuilding and promotion of a merchant marine, it more than
justifies itself. '

Reduction in Expenses.

Since the sea service section has been in the Bureau of Operations
there has been a constant reduction in costs, the total annual expense
ranging downward from $177,469.44 in 1921 to $114,742.00 in 1925.
The following table is a breakdown of the total annual expenses
over a period of four years:

As of— Annual Annual Miscellane- | Total annual

salaries rental ous expense |  expense
June, 1921 e $131,520.72 |  $19,128.00 |  $26,820.72 |  $177,460.44
June, 1922, . ..l 119, 720. 16 18, 528. 00 14, 956. 08 153, 204. 24
June, 1923 --| 106, 654. 32 18, 240. 00 13, 043. 04 137, 937.36
June, 1024..._. cmeeeeeeseseceeeeee——a 112, 504. 20 18, 680. 04 16, 117. 20 147,301. 44
June, 1925. ... S 94, 860. 00 14, 356. 68 5, 525. 52 114,742. 20

At the present time the per capita cost of placing men is some-
what higher than the average cost for last year because of a sub-
stantial decrease in the number of men placed. Wise selections of
personnel in the past probably account for the small turnover in
crews at this time.

Deck Boys.

A phase of the sea service recently inaugurated and promising
gratifying results is the placing of deck boys on the cargo vessels
operated by the Emergency Fleet Corporation and in some cases
on ships operated by private owners. Applicants must be Ameri-
can citizens between the ages of 18 and 23, and must desire train-
ing essential to developing efficient seamen. The purpose is to
open the door to the American boy to go to sea on American ves-
sels and then to educate him in a knowledge and love of the serv-
ice. An effort is made especially to reach boys of the interior
who ordinarily have no inducement to become seamen nor any
chance to acquire sea training under ideal conditions. This pro-
gram has resulted in placing over 1,425 deck boys since June, 1924,
many of whom have been promoted by the captain to ordinary sea-
men and are on their way toward A. B. certificates.

&
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The total number of boys placed through the Sea Service Bu-
reau for the fiscal year just ended was 1425. Over half of these
boys received a report on conduct and ability of “very good.” A
large per cent qualified for the position of ordinary seaman. 'There
were 11 transferred to the engine department, 8 to steward’s de-
partment, and only 25 desertions.

Nothing can be more important to the American merchant
marine as a whole than the upbuilding of a real 100 per cent Ameri-
can personnel, and we should continue our efforts to induce American
boys in this way to go to sea and stay at sea.

The bureau has had several conferences with the representatives
of private American shipowners with reference to adopting a simi-
lar program of placing deck boys which has developed to a point
where it is morally certain that the private owners will jointly adopt
such a plan.

Continuous Discharge Books.

Another current activity of the division is a study of the merits
of the continuous discharge book for seamen. In cooperation with
the American Steamship Owners’ Association and the Department
of Commerce there is in course of preparation a bill providing for
legislation on this subject. Such a system is now in force in Great
Britain. Private steamship owners of America have adopted the
continuous discharge book. It is believed that a plan highly ad-
vantageous and satisfactory to all interested parties can be for-
mulated. :

The following table shows the number and rating of all men
placed at each port where a local office was maintained -during the
year:



Total placements; Sea Service Bureau, June 30, 1924, to June 30, 1926

dIvV0d ONIAAIHS SALVIS TAIINA INodTyd TVANNV HININ

o New | Phila- | Balti- | Nor- I Sa- | New | 580 | port. | | Gal- | o ’ San | New-

Bosiou < Fran- Scattle | Mcbile F port
York |delphia| more folk }vannah Orleans| ciseo land veston \ Pedro News
Masters ... 0 0 6 0 4 0 0 0 0 1 I o o o 0
First officers________________________ - 2 0 19 [ 1 0 0 0 5 5 0 0 0 0
Second officers - 5 0 14 2 4 0 0 0 9 7 0| 0 ’ 0 0
Third officers. . - 13 0 29 7 7 ¢ 1 0 9 17 0| 0] 0 0
Fourth officers.__._.___.___.__________ - 0 0 1 0 0 0 0 0 1 1 0 0 0 0
Carpenters.___.__________________________ - 11 208 23 18 3 2 25 15 7 23 5 11 2 0
Carpenters’ mates..._..___.__._________ - 0 17 0 0 0 0 0 0 0 1 1 1 0 0
Boatswains____.________________________ - 21 269 72 51 10 8 60 34 51 23 30 19 5 1
Boatswains’ mates.....__________________ 0 10 0 0 0 0 0 3 0 5 0 0 0 0
Quartermasters_...._..____._____.__._____ 18 4 2 4 1 9 16 21 50 0 0 0 0
Ableseamen._.._____________________________ 698 | 10,719 | 1,911 1, 390 441 116 2,169 1,155 1,315 982 956 714 128 39
Ordinary seamen ___________________________ 194 | 1,898 | 1,032 293 569 29 570 177 196 378 299 237 29 68
Radio operators..._________________________ 1 1 0 40 5 2 0 0 17 1 0 0 0 0
Chief engineers_.______ 1 1] 3 0 2 0 0 0 0 0 0 0 0 0
First assistant engineers. 2 2 22 0 5 0 0 0 0 3 0 0 0 0
Second assistant engineers - 5 5 19 0 7 0 0 0 1 20 0 0 0 0
Third assistant engineers...____________________ 3 20 24 3 4 0 2 0 10 1 0 0 0 0
Fourth assistant engineers______________________ 0 2 0 0 0 0 0 0 0 0 0 0 0 0
Cadet engineer officers...._..________.__...__________ 0 0 0 0 0 0 0 0 0 61 0 0 0 0
Refrigerator engineers__ ____________________ """ 0 6 0 0 0 0 0 2 0 0 1] 0 0 0
Electricians..._________________________________ " 0 33 0 0 0 0 0 12 0 3 0 0 0 0
Deck engineers. ._____________________________T°°"" 0 13 2 1 0 0 14 8 0 15 1 0 2 0
Pumpmen..._________________________ " 23 13 23 35 2 0 5 2 5 0 0 1 3 0
Oilers..._.__________________. 137 | 2,010 343 272 168 42 339 175 369 228 177 116 23 9
Watertenders..______________ 11 494 65 62 4 26 133 42 15 67 52 49 2 0
Storekeepers__.______________ 2 12 25 1 0 0 1 4 2 2 0 0 0
Firemen_.___________________ 220 | 3,460 697 682 537 45 559 409 444 614 221 211 28 77
Wipers. .. .. 170 | 1,758 480 393 112 34 656 357 326 403 328 302 58 13
Coal passers_.._________._______ 17 | 2,422 64 198 297 0 7 0 0 0 0 0 1 44
Deck boys.___ 37 731 60 377 10 2 90 113 105 9 74 20 23 1
Chief steward. 14 206 13 6 54 11 3 36 1 0 0 1 0
Second steward 3 11 1 2 5 0 0 0 1 0 0 0 0
Chief cooks_.._._________________ 74 557 94 147 74 11 138 69 104 32 6! 47 4 11
Second cooks. . ________________ 51 791 161 240 31 13 226 11 107 26 105 78 14 3
Third cooks. . .________..__________ 15 35 2 2 1 1 2 16 0 0 0 0 0 1
Bakers____________________________ 1 83 5 0 7 0 0 0 2 1 -0 0 2 0
Butebers______________________._____ 0 6 0 0 4 0 0 0 0 2 0 0 0 3
Storekeepers. ... _________ 3 8 1 0 0 0 0 0 1 0 0 0 0
Mess men.__ 261 854 8 1 20 15 0 22 35 1 0 2 0
Mess boys.. 19 | 3,369 722 732 498 23] 1,001 169 425 44 402 301 33 117
Pantrymen.___ - 5 23 0 1 3 0 5 1 1 0 0
Miscellaneous. . ... 72 619 54 24 71 0 485 21 278 146 1 4 5 7
Total ... 2,109 | 30,705 | 6,002 | 4,982 | 2, 064 381 | 6,500 | 2,817 | 3,89 | 3,191 | 2,722 | 2,112 365 394

Americans, 84.3 per cent.

5
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Piers ANpD WHaRvEs Division

The piers and wharves division of the Bureau of Operations is
charged with the administration and general oversight of piers and
wharves in possession of the board. In connection with the obliga-
tion imposed upon the Shipping Board by law to study and develop
port facilities of the United States, section 17 of the merchant ma-
rine act provides that the board is authorized and directed to take

. over the possession and control and to maintain and develop certain
docks, piers, warehouses, wharves, terminal equipment, etc., and pro-
vides further that other similar properties acquired by the War De-
partment or the Navy Department may be transferred by the Presi-
dent to the board, to be similarly developed, and that none of such
property shall be sold by the board.

The board is directed to maintain and develop such piers and
wharves coming into its possession for the improvement of American
port facilities and in connection with the development of the Ameri-
can merchant marine, all entirely irrespective of the ownership and
operation of vessels by the Shipping Board through the Emergency
Fleet Corporation.

The Shipping Board at present is possessed of terminals, ware-
houses, supply bases, or water-front property in connection there-
with, at Boston, New York (Hoboken and Brooklyn), Philadelphia,
Norfolk, and Charleston.

At present the Shipping Board does not itself physically operate
any of these properties, with the exception of the terminal at Ho-
boken, in which case it is the policy to place the actual management
in the hands of the Emergency Fleet Corporation.

The study of port facilities and the handling of matters affecting
piers and wharves within the Shipping Board comes under the
Bureau of Operations of the board. In the administration of these
properties the Shipping Board determines the policy to be followed.

(@) Whether it will itself operate the water-front property in
question.

(b) Whether it will lease such property to private parties for
operation.

(¢) Whether it will expand, improve, or in any way alter the
property, and the general disposition and policy to be followed in
connection with the upkeep, maintenance, and development thereof.

The following detail covers the six terminal properties at Boston,
New York (Hoboken, Brooklyn), Philadelphia, Norfolk, and
Charleston, with the exception of Hoboken, which will be found
under Emergency Fleet Corporation, it being operated by the board
in conjunction with its own ships.

Boston Army)Base.

The Boston Army base has continued under the operation of the
Boston Tidewater Terminal, the operating company, and has made
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much progress both in the matter of profits from the board’s stand-
point and as a commercial water terminal.

During the year there were 286 vessels dockmtr at the wharf,
which amounted to 1,125 berth days. There were 263,197 tons of
cargo loaded and discharged at the terminal. This is more tonnage
than has ever before been handled at the base in any one year.

This property when operated by the Shipping Board was operated
at a loss. Since leased, however, it has gradually been earning a
return. During the fiscal year ending June 30, 1925, the Shipping
Board received $17,810, representing two-thirds of the net proceeds
in accordance with the terms of the lease.

During the year $13,214.83 was expended in repairing the founda-
tion wall under the wharf shed, reconstructing crossings, and repair-
ing the roof to the wharf shed.

Brooklyn Army Base.

Considerable progress has been made in the operation of the
Brooklyn Army base. During the year there were 216 vessels dock-
ing at Piers 3 and 4, Brooklyn Army base; 372,269 tons of cargo
were loaded and 145,477 tons were discharged; $269,419 accrued to
the Shipping Board from the lease for the year. No expenditures
were made for repairs or reconditioning at this base.

Philadelphia Army Base.

The board controls the Philadelphia Army base in its entirety,
consisting of three piers with 88 acres of land adjacent thereto.
These piers are known as A, B, and C and are leased to the Mer-
chants’ Warehouse Co., which pays the board a guaranteed flat rental
of $100,000 per year for Pier B, and 50 per cent of the gross receipts
from Piers A and C, which for the year amounted to $21,997, or
a total of $121,997 net to the board.

During the year 368 vessels docked at Pier B, discharging 353,224
tons of cargo and loading 237,605 tons. Piers A and C had 112
vessels'docking, which dlscharged 70,712 tons and loaded 16,995 tons
during the year.

The area of land referred to as the 88-acre tract has been idle
for a number of years. The board has been endeavoring, however,
to have this property improved and developed in conjunction with
the piers. Accordingly, 25 acres were leased to the Merchants’
Warehouse Co., the present lessees of Piers A, B, and C, for the de-
velopment of a lumber concentration yard. ' By the development of
this yard the tonnage over Piers A and C should materially increase,
and the board will also receive 50 per cent of the gross receipts from
the ‘storage of lumber, merchandise, etc. Consideration is being
given several propositions now before the board for the leasing of
the remainder of this acreage for similar purposes.
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Norfolk Army Base.

The Norfolk Army base was acquired by the Shipping Board near
the beginning of the fiscal year, subject to an agreement entered
into between the War Depal tment and the city of Norfolk. This

agreement contemplates a return to the board of about 60 per cent of
the net proceeds, which during the ﬁscal vear amounted to $35.835
net to the board. !

A program for repairing this propertv was commenced after 1ts
transfer, there having been no major repairs undertaken at the base
since its construction in 1918.

Charleston Army Base.

The Charleston Army base was leased to the Port Utilities Com-
mission of Charleston on July 10, 1924. This commission operates.
the property as a municipal terminal on a basis of 60 per cent of the
net profit to the board and 40 per cent to the commission. Up to
the present this terminal has paid no return to the Shipping Board,
but business is improving and the losses are gradually growing
smaller, and it is believed that in the course of another year the
property will be on a paying basis, both. to the city and the board.

Repairs undertaken at the Charleston Army base consist of only
such work as is absolutely necessary for its operatlon $50,000 was
expended for this purpose during the year.

InvesTIiGaTIONS DIvision

The investigations division is a recent addition to the bureau. It-
has practically completed a comprehensive study of steamship line
services at United States ports. Data collected have been recorded on
5 by 8 inch cards, each card bearing name of district, name of line,
port of origin, ports of destination, name and type of each vessel
in service, flag, speed, deadweight tonnage, and frequency of sail-
ings. It is expected to keep this file up to date for use in connec-
tion with studies of operating costs and determination of advantages.
or disadvantages of cperating under the American flag.

A preliminary survey has been made of the rules and regulations
effecting shipping in the foreign trade, developing the fact that such
rules and regulations have been adopted by as many as five bureaus
in other Government departments. The question, therefore, becomes .
one of interpretation of section 19 of the merchant marine act, to
determine whether overlapping authority has been given to various
Governmental agencies.

Contemplated work by the division covers operatlng questions
under section 12 of the shipping act, 1916, and sections 7 and 8 of

. the merchant marine act, 1920.

Section 12 of the shipping act outlines the duty of determining

‘the extent and character of advantages and disadvantages incident
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to operation of ships in foreign trade under American and foreign
registry. It is proposed to make a study covering (1) laws and
regulations aiding as well as hindering the merchant marine; (2)°
relative to American and foreign costs of labor, subsistence, in-
surance, and capital$ (3) the relative efficiency of crews under vari-
ous flags; and (4) the operatmo advantages and dlsadvantages of
classes of fuel and types of engines.

Under section 7 of the merchant marine act it is proposed, in
connection with the record of ships employed in line services, to

_ determine the suitability of various types of vessels for established

and proposed routes.

It is the plan of the d1v1s1on, in carrymg out the duties assigned .
under section 8 of the merchant marine act, to work in cooperation
with other divisions of the bureau. The investigation of the prac-
ticability and advantages of harbor, river, and port improvements in
connection with forelgn and coastwise trade, however, will be prl-
marlly a function of this d1v151on : :

"Porr Faciurries Division

Paragraph 53, section 8 of the merchant marine act, 1920, defines
certain duties of the Shipping Board in cooperation with the Secre-
tary of War, with the object of promoting, encouraging, and de-
veloping ports and transportation facilities in connection with water
commerce. The duties thus imposed by law may be divided into
(@) investigation; (b) advice to communities; and (¢) bringing to
the attention of the Interstate Commerce Commission such matters
discovered under () as seem to call for new rates, charges, rules,
regulations, or other affirmative action, affecting ports or shlpplng,
which may come under the ]urlsdlctlon of the commission, in order
that it may take such action as it may consider proper under existing
law.

Under previous laws,‘the War Department has been charged with
certain duties similar to those just named, with the exception of
matters pertaining to the Interstate Commerce Commission. Spe-
cifically, the river and harbor act approved March 21, 1919, among
other things, declares it to be the policy of the Congress that water
terminals are essential to all cities and towns located upon harbors
or navigable waterways, and charges the Secretary of War, through
the Chief of Engineers, with the duty of giving full publicity to
this provision.

Section 500 of the Esch-Cummins bill for the termination of Fed-
eral control of railroads, February 28, 1920, made it the duty of the
Secretary of War to investigate certain matters relating largely to
inland waterways, inclusive of the Great Lakes; to advise with com-
munities, cities, and towns regarding the appropriate location of ter-

f
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minals; to cooperate with them in the preparation of plans for suit-
able terminal facilities; and to compile, publish, and distribute such
useful statistics, data, and information concerning transportation by
inland waterways as may be deemed to be of value to the commercial
interests of the country. .

The passage of the merchant marine act, 1920, thus found the
Board of Engineers for Rivers and Harbors of the War Depart-
ment, to which the above-named duties had been assigned, prepar-
ing for publication a series of documents entitled “ The Port Series”
upon the important seaports of the United States, giving informa-
tion not only as to their physical characteristics, but also such traffic
. data as imports and exports, origin and destination of cargo, as are
believed to be of vital interest to both shippers, shipowners, and
operators. The Shipping Board at once joined forces with the
Board of Engineers for Rivers and Harbors.

During the fiscal year just closed, the Shipping Board has con-
tributed to this work practically the same personnel as during the
past several years. The activities of the port facilities division were,
however, transferred on September 1, 1924, from the Bureau of Re-
search to the Bureau of Operations.

Previous annual reports have recorded progress in this work. The
end of the fiscal year 1924 showed that Port Series No. 1 on Port-
land, Me., No. 2 on Boston, Mass., No. 3 on Mobile and Pensacola,
No. 4 on Philadelphia, Camden, and Wilmington, and No. 5 on New
Orleans had been published and made available for distribution to
interested parties. For certain other ports the manuscripts had
been. completed and sent to the printer. ’

During the fiscal year just completed reports Nos. 6, on Galves-
ton, Houston, and Texas City, Tex:; 7, on Seattle, Tacoma, Everett,
Bellingham, and Grays Harbor, Wash.; 11, on Portland and
Astoria, Oreg., and Vancouver, Wash.; 13, on Los Angeles, San
Diego, and San Luis Obispo; 14, on Port Arthur, Sabine, Beau-
mont, and Orange, Tex.; and 19, on Pascagoula-and Gulfport, Miss.,
were issued and distributed. Each issue of a new document of the
series has increased the demand for previous documents, and indeed
the publications have been so popular that it has been necessary for
the Government Printing Office to print second editions in several
instances. :

During the past year the manuscripts of numbers in the series,
including that on the port of New York, have been completed and
sent to the printer. The past fiscal year has added a volume upon
the Great Lakes, entitled ¢ Transportation on the Great Lakes,” to
the series. It is deemed wise to treat the Great Lakes ports and
Great Lakes traffic along somewhat different lines from those
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adopted for the seaports.

II.
III.

IV. Commerce.

59

The scope of the Great Lakes report is
shown by the following table of contents:
I. General description of the Great Lakes system.

V. The grain movement.

VI.
VII.
VIII.
IX.

XI. Summary.

The ore movement.
The coal movement.
Other bulk freight.
Package freight.
X. Car ferry traffic.

Laws, treaties, and regulations.
Vessels of the Great Lakes.

It is believed that this Great Lakes report will be useful not only
in the same sense as those of the series upon the seaports but because
it contains information useful in the study of the Great Lakes-
St. Lawrence waterway now under consideration by a special board

of engineers.

‘The previous annual report estimated the state of completion of

the entire series at 80 per cent. -
the present estimate is 84 per cent for the enlarged series.

Inclusive of the Great Lakes report,

The

following table gives percentages of completion as of June 30, 1925,

in detail :

Tenta- Percent- || Tenta- Percent
tive age of tive age of
serial Ports comple- serial Ports comple-
No. of tion, June|| No. of tion, June
volume 30, 1925 || volume 30, 1925
11 100 113 | Los Angeles, Calif 100
12 100 San Diego, Calif._ 100
13 100 San Luis Obispo, 100
100 114 | Port Arthur, Tex. 100
14 100 Sabine, Tex..... 100
100 Beaumont, TeXooceooooooaeanen 100
100 Orange, TeX.oocommuecccaaans 100
Wilmington, Del. 100 215 | Norfolk, Va. o oo 95
15 | New Orleans, La. 100 Portsmouth, Va..___.......... 95
16 | Galveston, Tex. - 100 Newport News, Va.__......... 95
Houston, Tex. - 100 216 | Baltimore, Md ... . ....... 95
Texas City, T\ - 100 Washington, D. Coo..o....... 50
17 | Seattle, Wash__ . 100 Alexandria, Va._............. 50
Tacoma, Wash.._____ - 100 217 | Hawaiian portS ..o ccoeeeean- 75
Everett, Wash____._..._ - 100 218 | New London, Conn..o.o...... 50
Bellingham, Wash______ - 100 Bridgeport, Conn.............. 50
Grays Harbor, Wash. .. - 100 New Haven, Conn. 50
28 | Jacksonville, Fla____.__. - 100 Norwalk, Conn..... 50
Fernandina, Fla..______ 100 Stamford. Conn.. 50
Miami, Fla.._...._..___ - 100 119 | Pascagoula, Miss.__......._... 100
Key West, Fla. - 100 Gulfport, MisS_ —-coccocmaan 100
Tampsa, Fla____________ - 100 20 | Gloucester, MasS. . cccecocaaanan 0
South Boca Grande, Fla. - 100 Beverly, MassS..cooccmaemaaanna- 0
29 | Charleston, S. C........ 100 Salem, MasS-_c oo cccocommamamnan 0
‘Wilmington, N. C_. 100 Lynn, Mass._...... 0
210 | Savannah, Ga__.__..__ 100 Newburyport, Mass.. 0
Brunsvnck, Ga.._.. 100 Portsmouth, 0
111 | Portland, Oreg..... 100 21 | San Juan, P. R. 90
Astoria, Oreg__.._ 100 Ponce, P. R._ 90
Vancouver, Wash... 100 22 | New Bedford, 50
212 | San Francisco, Calif 80 Fall River, Mass. 50
Oakland, Calif..____ 80 Newport, R. I 50
Berkeley, Calif___ 80 Providence, R 50
Richmond, Calif.. 80 23 | Panama Canal ports........... 0
Upper San Franci 80 224 | New York.o oo coommamaaoo 100
Monterey, Calif. . 80 Great Lakes, volume 1_....... 96
Santa Cruz, Calif. 80

1 Available for distribution.

67677—25——5

1 Now in Government Printing Office.
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In the matter of advice to communities regarding the appropriate
location and design of water terminals, there has been correspond-
ence with various Gulf and Pacific ports, as well as with several
inland ports, inclusive of some on the Great Lakes and others on
the interior rivers. In this connection, visits were made to various
seaports on the South Atlantic and Gulf coasts, inclusive of Pen-
sacola, St. Petersburg, Tampa, Miami, and Jacksonville, Fla.; Sa-
vannah, Ga.; New Orleans and Lake Charles, La.; Newark, N. J.;
Chicago, Ill.; and Rochester, N. Y.

BUREAU OF CONSTRUCTION

In the division of work incumbent on the Shipping Board in its
relation to the privately owned and privately operated merchant
marine, duties arising under sections 9 and 12 of the shipping act,
1916, and sections 11 and 23 of the merchant marine act, 1920, have
been assigned the Bureau of Construction of the board, to which
bureau has also been assigned supervision of the program author-
ized by the amendment, dated June 6, 1924, of section 12 of the
merchant marine act for the conversion of a number of the vessels
of the Government into motor ships.

Under the provisions of section 9 of the shipping act, 1916, it is
unlawful to sell, transfer, or mortgage, or, except under regulations
prescribed by the board, to charter any vessel purchased from the
board or any vessel documented under the laws of the United States
to any person not a citizen of the United States, or to put any such
vessel under a foreign registry or flag without first obtaining the
board’s approval. That part of this provision which relates to
chartering a vessel under such circumstances, except under regu-
lations prescribed by the board, has been covered by resolution of
the board, which authorizes the charter of any such vessel to any
person not a citizen of the United States for any term not exceeding
one year. In all cases where it is proposed to sell or mortgage any
vessel purchased from the board or documented under the laws of
the United States to any person not a citizen of the United States,
such sale or mortgage must first be approved by the Shipping Board,
and when it is proposed to put any such vessel under a foreign
registry or flag, notwithstanding the ownership of the vessel may
remain in a person who is a citizen of the United States, the ap-
proval of the board must be first obtained.

The policy controlling the board in respect to such sales to aliens
or transfers to foreign registry is based primarily in not permitting
vessels of a type and kind deemed by the board necessary to the
upbuilding of the American merchant marine to pass from the juris-
diction of the United States Government by their transfer to foreign
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flag, or to have any conflict in respect to the use of any such vessel, in
times of national emergency, because of their ownership by persons
not citizens of the United States. '

In addition to the fundamental principle controlling this policy,
another aspect of the matter is presented by the Volstead Act and the
extensive use of vessels in the illicit transportation into the United
States of alcoholic liquors, commonly referred to as rum running.
The board has been requested by the Department of Justice to co-
operate by imposing, as it is authorized to do under the provisions
of section 41 of the shipping act, 1916, a condition in approvals
under section 9, which condition reads as follows:

That the said vessel shall not be used for the importation into or exportation
from the United States of America of any spirituous, vinous, malted fer-
mented, or other intoxicating liquors of any kind, or of any articles, property,
goods, wares, or merchandise, in violation of the laws of the United States;
that this condition shall run with the title to the said vessel for the further
guaranty of the strict performance hereof; that upon any breach of this con-
dition by the purchaser and/or transferee of said vessel or his, their, or
its successors in interest, the permission hereby granted shall be and become
null and void and without effect, and thereupon said vessel shall be immediately
subject to seizure, libel, and forfeiture to the United States of America wher-
ever and whenever found, without compensation to any person therefor.

In those cases where it is clear a vessel, because of its type and
kind, is unfit for such service as that prescribed by the above con-
dition, the board may for special reasons omit the condition from
the formal approval. As the smaller type of vessel ic the type
usually used for such service, the board frequently permits the
issue of approvals of transfers of vessels, without condition, when the
approval is otherwise proper, when the vessel exceeds 2,500 dead-
weight tons.

A person wanting the approval of the board to any such sale or
transfer is required to present a formal application containing all
relevant particulars, including a certificate of the collector of cus-
toms at the home port of the vessel certifying the name of the present
registered owner and what, if any, mortgages or liens are on file.
The last requirement—namely, certifying the names of mortgagees
or lienors, though not required by law, is usually, but not always,
required by the board, as vessels should not be transferred to foreign
registry if creditors in the United States have claims against the
vessel.

As the Canadian Government has objected to receiving transfers
to Canadian registry with the condition mentioned above attached,
the board has in several special instances issued certificates of ap-
proval without the condition in it, accepting in lieu of such con-
dition a joint and several bond from the seller and the buyer of the



62 NINTH ANNUAL REPORT UNITED STATES SHIPPING BOARD

vessel that the penal sum named in the bond would be paid if in
any instance within a period of five years the vessel transported
alcoholic or spirituous liquors in violation of the covenant of the
bond, which covenant is expressed in terms similar to the condition
quoted above, even though such transportation should be without
the connivance of the owner or officers of the vessel and even though
it should be subsequent to the sale of the vessel by the persons giving
the bond. The following is a statement of transactions which have
occurred in these matters during the present fiscal year:



Approvals by the United Siates bthpmg Board under section 9 of the shipping act, 1916, of transfers of vessels to forcign registry

to aliens

[Footnotes at end of table]

and/or sale

Name of vessel x?ummctl):{- t(gll;.\oas;e Last American home port Name of purchaser To what foreign registry | Date of order
106774 2,832 | New York, N. Y_.________ Ditta Luigi Pittaluga Vapori.._... .. .._....... Ttalian._____ . ______.__. July 9, 1924
1 128 | U. S. Army ..... Quebec Preserving Co. ... _______.__._. British.___________.____ July 11,1924
420 | New Orleans, La.. Jacobo Rincon. - ... 1107:3 « DS July 12,1924
Nevzl York, N.Y.. N Hansen [ - JulyD 16, 1924
____________________________________ 0.
Isle or Pines SteamshipCo._...._.__.______.______ .| July 17,1924
J.H. Foullere. ..o - Do.
............. - Do.
___________ Do.
Socancoop Ligure Demolitori Novi_._____._.._.__._. .| July 18,1924
Jensen Linien Aktieselskab. ... . .__________ - Do.
..... _{ July 21,1924
Bertrand. Canadxan _| July 31,1924
Dacula.. - --do_. Do.
Bayden . - Do.
St. Georges - Do.
Aug. 6,1924
boom et Cie. Soc. An.
203610 48 | Gloucester, Mass_...._.... The Lago Petroleum Corporation._____ ... . ....___.. Venezuelan..._._..._._. Do.
80951 25 | Gulfport, Miss. .. Ivan C. Fergusson. ... ......... British_.__ -| Aug. 9,194
212390 367 | New York, N. Y____ Sanchez Neptune & Co. Haitian_ - Do.
140172 15 | Miami, Fla_.______. Charles Hazell British_. _| Aug. 13,1924
222376 3,128 | New York, N. Y__.___ Societe Anonima Acciaierie e Ferrieri di Novi Ligure.._.__ Italian.._. _| Aug. 27,1924
95 133 | New Orleans, La_.____ Juan Diego and Nemesio Ruiz y Hermanos. .._._.._...... Mexican. _ - Do.
222095 14 | San Diego, Calif_...__ _| Mexican Industrial Development Co_...__ ... __.___..__.. Japanese. - - Do.
91196 308 | Mobile, Ala_______________ Segundo Humaran y Cia_..__ .. . ... ... Mexican. .. .| Aug. 29,1924
____________ 213095 5,134 | New York, N. Y__________| Hannevig Corporation Aktieselskab._ cezeee---| Norwegian_. -| Sept. 12,1924
Vincennes_.__...___._._..__. 168626 2,117 | Tacoma, Wash___.________ Franz Alfred James Franzen.._____________ -| Sept. 16, 1924
..... g; Andéan National Corporation (Ltd.) of Canada - OctD 7 1924
D. & W.4052 - (1) . Do.
D. & W. 4062 - (1) - Do.
Anita IT______ J| 213147 Jacksonville, Fla Z| Sept. 22,1924
Nat. L. Gorton. _| 214308 225 | New York, N. Y_._____.__ The Trinidad Leaseholds (Ltd.). ... -| Sept. 24,1924
Corning._. ... o 213098 d The Brynymor Steamship Co. (Ltd.)_ -| Sept. 26,1924
Morro Castle. . 93055 Ditta Luigi Pittaluga_..__________ .| Oct. 11,1924
auline..._._.__.____ - 54581 Regis Jolly_ - eeieeeeeieeeeeeno--| Canadian. .. __.________ Oct. 7,194
Bayway. oo .. J| 212841 Societe Auxitiere De Transport......_______.___.._...__. | French._________________ {%;},1236, iggé
Somerset...... .| 212835 L4 e S I S (. N Do.
M. L. Hanahan. . 221864 Mobile, Al Bonnefil Freres & Co....o...._. -l Oct. 15,1924

aadvod YNIAdIHS SEHLVIS dILINA I90ddY TVANNV HININ
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Approvals by the United States Shipping Board under section 9 of the shipping act, 1916, of transfers of vessels to foreign registry and/or sale
aliens—Continued

to

Date of order

Name of vessel Sufr‘;fll)ilr tgﬁosge Last American home port Name of purchaser To what foreign registry

Star No. 8. ... 58017 24 | Seattle, Wash____________. Coast Packmg GO0 e Canadian...______._.___
Star No. 26__ 58040 24 (... do.. .. .doo .. Ao
Margare! 216228 19 | Chicago, Ill. John Purv:s .................................. I U T,
Bingamon (hull No. 94) [ T P R British Pacific Transport Co. (Ltd.)__.._. R U S

epu 214028 4,159 | New York, N. Y- Christoffer Hannevig Aktieselskab__ .. - Norweglan
Monsoon No. 61 (O T P _| Montreal Light, Heat & Power CO..... _| Canadian.__
Baton Rouge.. 212880 4,973 | New York, N.Y.. European Shipping Co. (Ltd.)_._______ .| British.____
Gloucester. _ 126777 560 |.....do___.._____ The All American Steamship Co. (Inc.) .| Panaman_______.________
Sorento....._. 117231 35 ’I‘ampa, Fla_.___ Jose A. Fernandez__.____________________ _| Honduran_ . _.___.__..____
John G. Olsen 214616 62 | New York, N. Y_. Compania Arucarera Baragua Corporation. | Cuban ..
Rosa Ferlita_ _ 221287 673 | Tampa, Fla._.__ D.D.Yates__ . ____.__________________ J British_._____,__.__...___
Snowdon?... 212970 1,112 | Boston, Mass. .. Ian Mackee Galbraith____________________________________l_.__ o (o P
Grace... 206785 15 | New York, N. Y Tropical Forest Products Co....._.________ Panaman.._.._____.._.___
Lydia... 217022 4,052 I.____ do.o._. Adria Societa Anonima di Navigazione Maritima, Ttalian. ... ...
Baytown. 220590 2,630 | Houston, Tex . Societa Armatrice Italiana________________________________|._.___ o [0 T
Engadine. 81813 29 | Miami, Fla_____ Theodore Farrington_.____________. British_ .. _______________

alrus?.__ 215482 474 | Gloucester, Mass.. N.D.Entenza.___.________________ Cuban...______.___.._.__
Seal2 _____ 215641 479 |..__. L6 [ S RN A0 | dOoc .
San Pasqual__ 220201 6,486 | San Diego, Calif_ . The Old Time Molasses CO - oo ool A0 e
Northern Queen 2. 130436 2 476 Port Arthur, Tex. Raffaele Serra._.__.____._____ Ttalian_________________.
Patapsco..______ 141811 New York, N. Y.. St. George Hotel _____ Bermuda. _ ...
Magdelina._ _ 223731 14 Key West, Fla____ Jeronimo Hidalgo___._._._________________________________| Cuban... _ R
Philadelphia__ 150344 2,520 | Wilmington, Del._ Reginald Harrison______.____________..___________________| British.._____ -
Fenella_ - ... 120722 42 ! Providence, R.I._. Guillermo Schweyer y Hernandez_..._.___________________! Cuban_____ -
Mildred A..._ (O ) P Lago Petroleum Corporation.__.. -
Prins Valdemar. 213604 1,338 | New York N.Y.. Compania Mercantil Del Norte -
Truxillo.._______ 130098 2,265 |- do____________ Reginald Harrison...._______ -
Northern Wave. 130437 2,599 | Port Arthur. Tex_ .. Capt. Duilio Villa _
W.S. P 203629 4,901 | San Francisco, Calif. . Petroleum Societa Anonima Navigazione. ... _._._.._|..._. -
Apache.____ 168040 123 | Port Arthur, Tex>____ Venezuela Gulf Oil Co oo ____ -
Shawnee._ 168038 123 |...-- A0 a0 e - -
Rambler____ 202967 30 | Erie, Pa__ ____________ Wm. F Kolbe.___.______.____ Brmsh .
Mae Hyman._ . 220460 41 | San Francisco, Calif... Compania Occidental Mexicana, Mexican. -
Fort Logan_ 218720 2,534 | New York, N. Y__..__ M.J.Gieas_ .. _...._____.___._ Persian - -
Nerens.._. 223836 1,822 | Boston, Mass._....... T. W. Ward (Ltd.) British. -
Solarina. 215697 255 | New York N.Y _____ Alberto Vales Co...._..__.__ Mexican . -
Wright.__. 211865 12 | __.do_ .. Murray, Ryan & Schanvenka. Venezuelan__.._.______.
Lake Como. 216039 2,018 Cleveland Ohio_ . _._. Robert Babcock British (Newfoundland)
Moritz....__ 216703 3,020 | New York, N. Y_._._. Agha Nedjmeddin fils de Ihrahim Edhem Persian_ . ________..____.
Vagabondia. 214402 178 |- do ................ Andian National Corporation (Ltd.)_._. Colombian_
Clackamas. _ 217275 2,022 |\ __.do..___.____._____ W McDonald.__.......___. Canadian.
reta. . 218552 8 Seattle, Wash. _____.______ Robert Barton..__.._____ ... ... Ao ...

Oct.

Oct.
Oct.
Oct.
Oct.

Nov.
Nov.
Nov.
Nov.

Dec.
Dec.
Dec.
{Dec.
Dec.

Jan.
Jan.
Jan.

Mar.
Mar.

Mar.

Mar

) Apr.

Apr.

Jan.
Do.

17 1924

18 1924
25,1924
29, 1924
30,1924
3,1924
12,1924
19, 1924
28,1924

5, 1924
22,1924
23,1924
24, 1924
27,1924

13 1925
16, 1925

6, 1925
0.
11,1925

Do.

. 19,1925
D

Mar.

Mar.
Mar.

0.
20,1925
23,1925
27,1925
2,1925
4,1925
7,1925
8, 1925
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W. H. Talbot. ——- 81349 817 | Marshfield, Oreg. Frank R. Vida..___ - Apr. 10,1925
St. Andrews ———- 96564 240 | New York, N.Y Daniel McDonald .. _____ Apr. 11,1925
Algiers___ 105595 2,294 | Philadelphia, Pa. Reginald Harrison . Apr. 16,1925
General O. 215026 3,564 | New York, N. John G. Hansen.__ Apr. 21,1925
218269 0 James Bryne.._________________ Do.
96534 Cio de Navegacas Lloyd Brazileiro. Apr. 25,1925
218767 Kwong Hang Hing.__________ i Apr. 30,1925
215238 Venezuela Gulf Oil Co. May 4,1925
215387 d Do.
117254 Do.
167814 Do.
167815 | 772 {_____ Do.
Calvert.._. 209492 | 161 |_____ Do.
Pascagoula. 201208 | 65 |..... Do.

; E. L. Russel. __ 136724 207 |.____ do.__._____ | __.do_______ Tt Do.
Ruth A. Welles__ 200241 31 | Tampa, Fla -| Victoriano Bengochea y Fernandez. May 5,1925
Mex 42 ... 222571 9 | Port Arthur, S Venezuela Gulf Oil Co.___....___ May 6,1925
Buoa Viage__ 218320 15 | San Diego, (Jalil._ ..... Joe Coroha__________.__.________ - May 8,1925
Etta Mildred 136974 73 | Tampa, Fla_______________ Compania de Pesca Mediavilla________________ e May 14,1925
Atlas..____.__ 107430 2,006 | San Francisco, Calif__ Societa Armatrice Italiana_______ fan. . _____ May 18,1925
Nokomis. .. 205152 14 | Juneau, Alagka___ Skeena River Packing Co. (Ltd.) Canadian. June 1,1925
Fordonian__ 214598 2,368 | New York, N. Y. -| Herbert F. Williams_________________7777777TTTTTTTTmTT R do____ June 3,1925
Bagle______._______ 220373 341 | Miami, Fla_______________ Hon. John Alan, Baron Inverclyde... ... ... British.___.___ June 30, 1925

! Undocumented.

2 Vessels thus indicated had previously received the permission of the board for sale and transfer to various registries but the transaction had failed of consummation.
There were thus in all 112 transactions of which, so far as we are advised, 103 became effective, concerning 18 countries and 145,829 gross tons distributed as follows:

RECAPITULATION
Number Number Number Number
; Gross : Gross Gross s Gross
Register ves(s)gls tonnage Register vegslels tonnage Register vegsfels tonnage Register ve Oif 1s | tonnage

Bermudan.__._.____. 1 25 || Colombian._. .. 5 1,378 1 35 2 575
Brazilian. ——- 1 5,397 || Cuban.._ 10 7,853 12 36,413 2 5, 554
British. . ———- 21 25,740 || Danish. - 4 14,898 1 14 14 7,471
Canadian._ O 15 12,456 || French.. 2 9,8 5 1,157

Chinese ._...________ 2 3,388 || Haitian..____________ 2 796 3 12,857 Total ......... 103 145, 829

NoOTE.—A sale and transfer of the sailing vessel Prins Valdemar to Nicaraguan registry failed of consummation and the vessel remained under American registry.
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If the vessel whose transfer has been permitted, but with a condi-
tion annexed to the approval, violates the condition, the status of the
vessel is the same as if the transfer or sale had been made without
the approval of the board in the first instance.

Construction Loan Fund.

Section 11 of the merchant marine act, 1920, authorizes the board,
during the period of five years from the commencement of that act
(June 5, 1920), to annually set aside, out of the revenue from sales
and operations, a sum not exceeding $25,000,000, to be known as its
construction loan fund, the original provisions of which section
were amended by the act of June 6, 1924. The board is permitted
to use the fund thus created to the extent it thinks proper, on such
terms as it may prescribe, in making loans to aid citizens of the
United States in the construction, in shipyards within the United
States, of vessels of the best and most efficient type for the establish-
ment or majintenance of service on lines deemed desirable or neces-
sary by the board, or to aid in the outfitting and equipment, in ship-
yards within the United States, of American vessels already built,
with engines, machinery, and commercial appliances of the most
modern and the most efficient kind, including the most economical
engines, machinery and commercial appliances.

Under the terms of the act no loan can be made for a longer time
than 15 years, and if it is not to be repaid within two years from
the date when the first advance on the loan is made the principal
shall be payable in installments at intervals not exceeding two years.
Each installment shall be not less than 6 per cent of the original
amount of the loan, if the installments are payable at intervals of
one year or less; an amount not less than 12 per cent of the original
amount of the loan, if the installments are at intervals exceeding
one year in length. The loan may be repaid at any time on 30
days written notice to the board with interest computed to date of
payment.

Loans from the construction loan fund made since the amend-
ment of June 6, 1924, bear interest at rates to be fixed by the board,
payable not less frequently than annually, with minimum rates not
less than 514 per cent for any interest period in which the vessel
is operated exclusively in coastwise trade or is inactive and not less
than 47/ per cent during any interest period in which the vessel is
operated in foreign trade. No such loan can be for a greater sum
than one-half the cost of the vessel or vessels to be constructed or
more than one-half the cost of the equipment hereinbefore au-
thorized for the vessel already built, unless security is furnished in
addition to a first-preferred mortgage on the vessel or vessels, in
which event the board may increase the amount loaned, but such
additional amount shall not exceed one-half the market value of the
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additional security furnished, and in no case shall the total loan be
for a greater sum than two-thirds of the cost of the vessel or ves-
sels to be constructed or more than two-thirds of the cost of the
equipment and its installation for vessels already built.

The total amount credited to this fund by the Treasury Depart-
ment during the five-year period has been $78,090,661.10. The bal-
ance on hand July 1, 1994, was $60,881,931.62, and the receipts from
sales and interest during the fiscal year ending June 30, 1925, was
$6,382,071.20, in addition to which $20,000 was received on account
of payments of principal. During the year, however, the sum of
$11,808,729.48 was transferred from the account back to the gen-
eral fund of the United States Treasury on the ground that its de-
posit was not justified by the provisions of the act.

The loans made from the fund from the commencement to the
present time are as follows:

(A) $400,000 to the Minnesota-Atlantic Transit Co., in aid of
the construction of the vessels Zwin Cities and Twin Ports, the
notes for the repayment of which are the joint and several ob-
ligations of the Minnesota-Atlantic Transit Co. and the McDougall
Terminal and Warehouse Co. and are secured by a first-preferred
mortgage on the two vessels above named. !

(B) $1,825,000 to the Eastern Steamship Lines (Inc.), in aid of
the construction of the vessels Boston and New York, the notes
for the repayment of which are the obligations of the Kastern
Steamship Lines (Inc.) and are secured by a first-preferred mort-
gage on the two vessels named.

(C) $1,000,000 to the Robert E. Lee Steamship Corporation in aid
of the construction of the steamship Robert E. Lee, the notes for the
repayment of which are the joint and several obligations of the
Robert E. Lee Steamship Corporation and the Old Dominion Steam-
ship Co. and are secured by a first preferred mortgage on the vessel
named.

All the foregoing loans have been advanced, the vessels completed
and in commission.

In addition to the foregoing, the following loans have been made

" and advances thereon have been partly made, as follows:

(A) $2,666,000 to the Cherokee-Seminole Steamship Corporation,
on which to June 30, 1925, $1,935,000 has been advanced, in aid of
the constructior. of the steamships C'herokedand Seminole, for which
the board holds the joint and several notes of the Cherokee-Seminole
Steamship Corporation and the Clyde Steamship Co., secured by a
deed of trust under the laws of the State of Virginia, covering the
two vessels in the process of construction at the yard of the New-
port News Shipbuilding and Dry Dock Co., Newport News, Va.

(B) $1,500,(00 to the Coamo Steamship Corporation, on which
loan no advances have yet been made, the loan, however, having been

67677—25—6
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assured in aid of the construction of the steamship Coamo. Ad-
vances will be made during the progress of the construction, and the
notes taken will be joint and several notes of the Coamo Steamship
Corporation and the New York and Porto Rico Steamship Co., which
notes will also be secured during the construction period of the
vessel by a deed of trust under the laws of the State of Virginia,
as the vessel is being built at the yard of the Newport News Ship-
building and Dry Dock Co., located at Newport News, Va.

In addition to the above loans, a resolution of the board has been
passed authorizing a loan of $600,000 to the New York Shipbuilding
Corporation in aid of the construction of a tanker that company is
now building in its yards; the contract for this loan, however, has
not been consummated, and under the terms of this and of other
resolutions heretofore made authorizing loans, the loan may be re-
voked at any time before the execution of a formal contract.

The total amount of loans, as shown above, thus far made and
authorized is $7,991,000.

As a preferred mortgage can not be taken on the hull of a vessel
during its period of construction, the security usually taken by the
board has been in the form of mortgages or deeds of trust under the
State law where the vessel is being built, which mortgage is suc-
ceeded, when the vessel has been completed and has been documented,
by a first preferred mortgage under the ship mortgage act, 1920,
thus complying with the requirements of the law that in all cases the
board shall have a first lien upon the vessel in aid of whose con-
struction the money is loaned. To give the board this first lien
during the construction period, it has been required of the builder
to subordinate any lien the builder might have to the lien of the
United States as security for the loan.

To justify advances made on account of the loan during the con-
struction period, the builder has been required to give a bond to the
United States guaranteeing the completion of the vessel for the con-
tract price. In those instances where advances during the construc-
tion period are not required such bond by the builder to the Gov-
ernment is not required. Persons applying for loans are required to
submit a formal application giving relevant information touching
their business integrity gnd financial ability, together with evidence
of their experience and #bility to successfully operate vessels, and a
thorough examination is given by the credit officer of the board con-
cerning the financial standing of the applicant. Such formal appli-
cations must contain the following information: ;

After an appropriate title reading substantially a3 follows: “ Ap-
plication of the , for a loan from the construction loan fund,
under section 11 of the merchant marine act, 1920,” ard after stating
the amount of the loan desired, the application should give the fol-
lowing information:
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1. Name of applicant; main address, and address of all agencies;
place and date of incorporation. Annex copy of articles of incorpo-
ration.

2. Names, addresses, and nationality of each of the officers and
directors, and of each of the 10 largest stockholders; if any are
naturalized citizens, date of naturalization and place of nativity.

3. The capital stock; the amount authorized, and that actually
paid in. What proportion of the stock, if any, is in the name of or
is beneficially owned by persons not citizens of the United States.

4. The funded debts of the applicant, showing in detail the vari-
ous kinds of funded obligations outstanding; and, as far as possible,
by whom its bonds, etc., are chiefly held.

5. A full and complete statement of the applicant’s financial con-
dition, including a balance sheet showing assets and liabilities, duly
certified by an accountant acceptable to the board.

6. A statement setting forth the assets of the applicant, with their
current market value, verified by an appraiser acceptable to the
board. ‘

7. A statement of all mortgages, liens, conditional sales, judg-
ments, etc., affecting any of the assets enumerated; including pend-
ing suits which, if judgment is adverse, may affect applicant or its
assets.

8. In addition to a first lien on the vessel to assist in whose con-
struction the loan is asked, what other security, if any, is tendered ?

9. If a guaranty of the repayment of the loan is to be made by
some other person or corporation, state such facts as will evidence
the value of such guaranty; and whether such guarantor will give
a mortgage on any of its assets to secure its undertaking.

10. If applicant, or if any one owning a substantial part of the
stock of an applicant corporation, is engaged in any business other
than the operation of vessels, as common carriers, state generally
what the business is, and whether the proposed new vessel may be
used in the transport of the supplies or products of such other
business.

I

As To THE VESSEL

11. State: (a) The type and kind of vessel in whose construction
the loan would be used; () its main dimensions and estimated dead-
weight tons; (c¢) the type of engine and propulsive power; (d) its
estimated speed; (e¢) the fuel to be burned; (f) plans and specifica-
tions must be submitted, when ready.

12. The special trade or route, if any, for which the vessel is
planned, and in which it will probably be operated.
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