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THE UNITED STATES SHIPPING BOARD

ORGANIZATION

On July 1, 1926, the United States Shipping Board was composed
of the following members: T. V. O’Connor, chairman; E. C.
Plummer, vice chairman; and Commissioners W. S. Benson, W. S.
Hill, Jefferson Myers, P. S. Teller, and J. H. Walsh.

T. V. O’Connor (chairman), Great Lakes, was appointed a mem-
ber June 9, 1921, term five years; qualified June 15, 1921; reappointed
and qualified June 15, 1926, for a term of six years from June 9,
1926. Edward C. Plummer (vice chairman), Atlantic coast, was
appointed June 9, 1921, term three years; qualified June 14, 1921;
reappointed May 23, 1924, term six years, and qualified June 3, 1924;
term expires June 8, 1930. W. S. Benson, Atlantic coast, served
under a recess appointment from December 1, 1920, to March 4, 1921;
from March 4 to June 13, 1921, served as personal representative of
the President; June 9, 1921, appointed commissioner, term one year,
qualifying June 18, 1921; June 13, 1922, reappointed, term six years,
qualifying June 14, 1922; term expires June 8, 1928. W. S. Hill,
interior, was appointed to serve unexpired term of A. D. Lasker,
resigned; qualified February 1, 1924; term expired June 8, 1927;
received recess appointment and qualified June 7, 1927. Jefferson
Myers, Pacific coast, was appointed to serve unexpired term of B. E.
Haney, resigned ; qualified June 15, 1926; term expires June 8, 1931.
P. S. Teller, Pacific coast, was appointed to serve unexpired term
of Meyer Lissner, resigned ; qualified January 15, 1926 ; term expires
June 8, 1928. J. H. Walsh, Gulf coast, appointed and qualified
November 9, 1925, to serve unexpired term of F. I. Thompson,
resigned ; reappointed December 17, 1925 ; resigned October 15, 1926,
and was succeeded by Roland K. Smith. Mr. Smith qualified Oc-
tober 16, 1926, under a recess appointment ; recommissioned December
17, 1926, qualifying January 20, 1927, for the unexpired term ending
June 8, 1929,

During the year the board held 93 meetings, in addition to which
there were held many special hearings conducted either by the board
or by committees thereof.

: 3



4 ELEVENTH ANNUAL REPORT UNITED STATES SHIPPING BOARD
GENERAL

The principal change in the administrative organization of the
United States Shipping Board during the year was the consolidation,
on October 1, 1926, of the law departments of the Fleet Corporation
and United States Protection and Indemnity Agency with the
board’s Bureau of Law. Aside from this change, the board’s organ-
ization remains practically the same as at the time of its last annual
report.

The board’s primary function, as provided in various acts of
Congress, is the establishment and maintenance of an American
merchant marine. Activities falling under this general head, for
the most part of a promotional and regulatory nature, are carried
on in seven bureaus, namely, the Bureau of Traffic, Bureau of Regu-
lation, Bureau of Operations, Bureau of Construction, Bureau of
Law, Bureau of Finance, and Bureau of Research. Each bureau
is under the supervision of a member of the board, as shown in the
accompanying organization chart.

The board’s secondary function, intimately bound up with the
foregoing, involves the operation and liquidation of the Govern-
ment’s fleet of merchant vessels, acquired as a result of the war.
As provided by law, this activity is carried on by the board through
the instrumentality of a subsidiary organization known as the Mer-
chant Fleet Corporation, whose president reports to the Shipping
Board as to a board of directors, the board in all cases determining
fundamental questions of policy.

These two principal functions are necessarily closely related, since
it was the unmistakable intent of Congress, as clearly expressed in
the merchant marine act, that the Government fleet was to be so uti-
lized that ultimately it would become part of the privately owned
American merchant marine. The board has kept constantly before
in this conception of the important role that Government-owned
merchant vessels must play in the upbuilding of our commercial
shipping.

SUMMARIZED STATEMENT OF CONDITIONS

In order to present a brief statement of present conditions in the
American merchant marine it becomes necessary to review in a few
paragraphs some of the outstanding features relating to the history
and scope of activity of the Shipping Board.

The United States Shipping Board was created by the shipping
act approved September 7, 1916, “ To establish a United States
Shipping Board for the purpose of encouraging, developing, and
creating a naval auxiliary and naval reserve and a merchant marine
to meet the requirements of the commerce of the United States; to
regulate carriers by water engaged in the foreign and interstate com-
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merce of the United States, and for other purposes.” The board’s
jurisdiction and powers are further defined and expanded by subse
quent acts of Congress, notably by the merchant marine act of 1920.

Created and organized not long before our entry into the Great War,
the board early in its existence found itself plunged into a shipping
program the like of which had never before been known. Besides
undertaking the greatest emergency construction task ever attempted
by a single organization, it repaired the seized enemy ships; recruited
and trained officers and seamen for merchant vessels; supervised the
chartering of all ships from American ports; developed port facili-
ties; handled large problems of labor control; and operated a vast
merchant marine. Many of the board’s important war functions
were exercised by it through the Emergency Fleet Corporation (now
known as the Merchant Fleet Corporation), the creation of which
was authorized by the shipping act and the purpose of which was to
permit of Government ship operation free from governmental
restrictions, red tape, and immunities.

When the armistice was signed the board controlled 1,196 vessels
in active service, not counting vessels under construction. This num-
ber was subsequently augmented by the return of vessels from the
Army and Navy, and by other acquisitions. All in all, the board has
owned and controlled a grand total of 2,536 vessels of all tvpes,
aggregating 14,706,217 dead-weight tons.

The handling and disposition of this enormous fleet has proved a
complicated problem. Congress has directed in the merchant marine
act of 1920 that “ as soon as practicable, consistent with good business
methods,” the vessels shall be sold; but that meanwhile they shall be
used, at the discretion of the board, in the establishment of strategic
trade routes, these in turn to be disposed of ultimately to private
American interests. As a result of the establishment of trade routes
by the board, steamships flying the American flag have again ap-
peared in the principal ports of the world for the first time in 75
years, not a single one of them in competition with privately owned
American flag vessels.

At this writing (June 30, 1927) the board still possesses upwards
of 800 ships, 307 in active operation and 516 in the laid-up fleet.
It holds these lines and individual ships out to private capital for
purchase under the most favorable terms, and continues to operate
upon strategic trade routes only until such time as private capital is
disposed to take them over. .

A graphic idea of world shipping conditions will be gained from a
study of the shipbuilding industry in the principal maritime nations
during the past few years. Thus the number of ships of 2,000 gross
tons or over, built or now under construction for transoceanic service,
from and including the year 1921, shows that for every ship of this
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class built in the United States, Great Britain has built 41, Germany
12, Italy 5, and France and Japan each approximately 4.

This new construction provides our competitors not only with
more ships but also with faster ones, for the modern trend, espe-
cially noticeable during the past few years, is all in the direction
of speed, coupled with economy of operation due to the use of up-to-
date propulsive machinery, largely of the internal combustion type.
This is an age in which, other things being equal, the fast ship gets
the cream of the freight. We are thus being outclassed not only in
tonnage but also in the character of service we are able to render
the shipper. More and more are we likely to get the less desirable
classes of cargo—the commodities invariably handled by slow ships
at low freight rates.

While the statement is frequently made that the United States
has no shipping policy, the fact is that the merchant marine act
iays down a policy that is concrete and unmistakable. No nation
has a more definite one. The shipping board is doing its best to
carry out that policy. It has used the Government fleet, acquired as
a result of the war, in the establishment of essential trade routes.
Since 1921 it has sold to American citizens 1,134 ships, representing
4,993,346 tons, for $84,411,023.39, including nine established ship line
services disposed of upon the basis of guaranteed operation for a
fixed number of years.

The merchant marine act, although looking to ultimate private
ownership, does not direct the board to sell ships at all hazards.
The act clearly directs that ships and ship lines be sold whenever
that can be done consistently with the development and permanent
establishment of the American merchant marine. Accordingly, the
board has never sold an established ship line except when predicated
upon the belief that such sale, with a guarantee period, would make
for permanency of service. It has therefore felt warranted in selling
upon liberal terms in order to enable the purchaser to meet competi-
tion during the development period, believing in all cases that from
the purchase would result a privately owned ship line ir foreign com-
petitive trade, firmly and permanently established. Without thit
feeling of security the board would not, of course, be justified in
selling, but would see that operation by the Government is continued
until healthier economic conditions make private operation possible.

In short, the present merchant marine act means development by
the Government, and gradual and ultimate ownership by private cap-
ital. This policy is being carried out. If Congress and the people
want the country’s merchant fleet turned over immediately to private
ownership for continued operation, substantial Government aid Wi%l
be required to accomplish that end. If aid is not provided, or until
it is provided, the present policy as laid down by the merchant marine
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act must continue to govern every action of the Shipping Board.
That policy, if carried to its logical conclusion, assures to the United
States an adequate merchant marine, ultimately to be owned and
operated by private capital, the Government meanwhile absorbing
any operating costs and any absolutely necessary vessel replacement
costs essential under any plan. In this connection it is well to note
that congressional appropriations for ship operation have been
reduced from seventy-five millions in 1921 to seventeen million dollars
in 1927.

On July 3, 1926, the Senate passed a resolution (S. Res. 262), as
follows:

Resolved, That the United States Shipping Board be, and it is hereby, re-
quested to prepare and submit to the Senate not later than January 1, 1927,
comprehensive and concrete plans for building up and maintaining an ade-
quate merchant marine for commerce and national security (1) through
private capital and under private ownership and (2) through construction,
operation, and ownership by the Government.

In response to this resolution the Shipping Board, on January
11, 1927, submitted a report embodying certain plans for building
up and maintaining an adequate merchant marine for commerce
and national security. The board’s report was made after hearings
had been held in 33 cities in various sections of the United States.
As a result of these hearings, supplemented by responses to 9,000
inquiries addressed by the board to representative organizations and
individuals throughout the country, sentiment of the general public
was found to be as follows:

(1) It was unanimously held that the United States should have
an adequate merchant marine for national defense and for commerce.

(2) With almost equal unanimity it was held that this merchant
marine should be privately owned.

(3) With equal unanimity it was held that until it is made pos-
sible for private interests to successfully own and operate the Amer-
ican merchant marine the ¥Federal Government must continue to
do so.

THE BUREAU OF TRAFFIC

The Bureau of Traffic has two distinct zones of work. The com:-
missioner in charge of the bureau has direct relations with the traffic
department of the Fleet Corporation and is called on from time to
time to consider questions of importance arising in immediate con-
nection with the operation of the Government fleet. As items of
that kind are incident to the work of the Fleet Corporation, they
are not included in the report of the Bureau of Traffic. The other
line of work for which this bureau is responsible concerns more
definitely the development of a privately owned and operated Ameri-
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can merchant marine, wholly independent of the activities of the
vessels of the Government under the control of the board. These
services are varied and many of them are pursuant to express provi-
sions of law; among them, during the year, have been the following :
Ocean Mail Contracts. '

Under the provisions of section 24 of the merchant marine act,
1920, compensation to American flag steamships owned and operated
by American citizens for transporting mails may be made on the
basis of an amount agreed upon between the United States Shipping
Board and the Postmaster General. The underlying principle of
section 24 is to be distinguished from that of the ocean mail act of
1891, in that the latter has in it fixed rates prescribed by Congress;
but section 24 of the merchant marine act, 1920, permits great lati-
tude in the discretion of the Shipping Board and the Postmaster
General in determining the amount of compensation to be paid. The
compensation is not to be measured exclusively by the transportation
value of the services rendered; a broader test may be applied, includ-
ing due consideration of the necessity for the service and the amount
of compensation necessary for its maintenance “in aid of the de-
velopment of a merchant marine adequate to provide for the main-
tenance and expansion of the foreign and coastwise trade of the
United States and a satisfactory Postal Service in connection there-
with.” .

For many years the United States has given American vessels
preferential treatment in the transportation of ocean mails, not only
in the fact of its transportation, but also in the rate of compensation
paid therefor. In the absence of an express contract, mail matter
transported in regular course is paid for on the poundage basis. The
compensation to American vessels is 80 cents per pound for first-class
mails. This amount is substantially more than the compensation to
foreign vessels for similar service; the amount paid foreign vessels
is the amount fixed by the International Postal Union. The board
has not only acted in behalf of American lines to secure the postal
contracts mentioned, but it has also urged increases of general pat-
ronage on a poundage basis in cases where the way was not clear
to arrange a fixed postal contract, and in such cases it has had the
"most cordial cooperation of the Post Office Department. The fact
that the ocean mail act of 1891 is based on construction and operating
costs prevailing at that time (1891) makes it practically obsolete,
though still technically in force; the fact that it is obsolete has in-
creased the opportunity for service by the board under the provisions
of section 24 of the merchant marine act, 1920.

Various contracts have been made by the Postmaster General from
time to time under the provisions of the section mentioned, all such
contracts having been initiated by and made substantially on terms
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recommended by this board. Among these have been the following:
American-South African Line (Inc.), pursuant to resolution dated
May 21, 1926; the Dollar Steamship Line, pursuant to resolution
dated June 16, 1926; the Grace Steamship Co., pursuant to resolu-
tion dated October 5, 1926 ; the Export Steamship Corporation, pur-
suant to resolution dated February 26, 1926; the Munson Steamship
Line, pursuant to resolution dated February 26, 1926, and the Oceanic
Steamship Co., pursuant to resolution dated May 1, 1926.

The status and policy of these contracts were the subject of exten-
sive discussion in Congress during the past year, with the result
that the appropriations to the Post Office Department for the fiscal
year ending June 30, 1928, contain a provision that no part of the
appropriations shall be applied to payments due under any such
contracts “heretofore” made. This action by Congress, however,
was under circumstances which made it obvious that objection did
not exist to payments being made on similar contracts if thereafter
entered into; in other words, such contracts, for the present at least,
should be limited by their terms to one year, so that there would
be no embarrassment to the appropriations committee of Congress
in giving the subject annual consideration.

The contracts with the American-South African Line (Inc.), the
Dollar Steamship Line, and the Grace Steamship Co. all expired
by their terms on June 30, 1927. The contracts with the Export
Steamship Corporation, the Munson Steamship Line, and the Oceanic
Steamship Co. were to have expired by their terms on June 30, 1928;
however, in order to give effect to the policy referred to above, these
contracts were canceled by the Post Office Department, with the
result that all of the contracts mentioned terminated during the past
fiscal year.

Under these circumstances the board reviewed all of them, and
on April 19, 1927, adopted a resolution relative to them recommend-
ing their renewal or extension for periods of time not exceeding one
year, commencing July 1, 1927, as follows:

Oceanic Steamship Co—For the transportation of mails from San
Francisco, Calif., to the port of Sydney, Australia, including services
to Honolulu and Pago Pago, the compensation being at the rate of
$3 per statute mile for each outward voyage, not exceeding, however,
14 voyages per annum.

‘Munson Steamship Line.—TFor the transportation of mails from
New York to Rio de Janeiro, Montevideo, and Buenos Aires, in-
cluding any other South American east coast ports that might be
agreed upon, the compensation being at the rate of $3 per statute
mile for each ecutward voyage.

Export Steanship Corporation—For the transportation of mails
from New Yok to the Mediterranean and Black Sea ports. The

69597—2T7 2
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vessels ‘of this line are primarily cargo vessels and the character of
the ma'll transported is chiefly parcel-post matter. The rate of com-
pensation, therefore, is not on a mileage basis, but a definite total
annual payment was fixed as just and reasonable compensation, with
the privilege of the Post Office Department using any and all vessels
of the line in the service mentioned. This compensation was fixed
in the first instance at $100,000 per annum, but in the ligcht of the
cost of the service and the severity of foreign competition, an increase
to $200,000 was recommended, and was concurred in by the Post
master General. '

American-South African Line—For the transportation of mails
from the port of New York to ports in the Capetown-Beira range
of British and Portuguese South and East Africa. In this instance
also the mileage basis of compensation was not employed, nor did
the board use the same basis as that used with the Export Steam-
ship Line, namely, a definite sum for the entire service for all ves-
sels. In this instance the compensation was fixed at: $5,000 for
each outgoing voyage for each vessel. These distinctions were made
because of the varying circumstances attending the services respec-
tively involved.

Dollar Steamship Line—TFor the transportation of mails from any
port of the United States, including the Hawaiian and Philippine
Islands, at which the vessel may stop, consigned to Singapore, Straits
Settlements, or consigned to any ports between the west coast of
North America and Singapore, at which the vessel may be scheduled
to stop; with the proviso that any mail matter intended for trans-
portation to any port beyond Singapore at which the vessel is other-
wise scheduled to call, shall be paid for on the usual poundage basis;
the rate of compensation being $2 per statute mile for the amount
of mileage between San Francisco and Singapore by the usual direct
route, notwithstanding the vessel in fact makes the voyage by a more
circuitous route. In the first instance the number of voyages to
which the compensation was to be applied was fixed at 24, but the
schedule having been improved the Post Office Department at the
instance of this board extended the compensation to 26 voyages per
annum.

Grace Steamship Co—For the transportation of mails from New
York to the Panama Canal Zone or other Panaman ports or ports
of South America served by the vessels involved, the compensation
being at the rate of $2.25 per statute mile for each outward voyage,
not exceeding, however, 26 voyages per annum. This contract was
initiated by resolution of the board dated October 5, 1926, and came
up for reconsideration and subsequent action with the rest of the
contracts, and was recommended for extension by the general resolu-
tion relating to all the contracts, dated April 19, 1927.
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Interest in Trade Routes.

Under the provisions of section 7 of the merchant marine act, 1920,
the board is authorized and directed to investigate and determine
from time to time what steamship lines should be established and
put in operation from ports in the United States to such world and
domestic markets as in its judgment are desirable for the promotion
of the foreign and coastwise trade of the United States. The investi-
gations contemplate the compilation of data of value to citizens of
the United States, in considering and determining whether particular
trade routes should be covered by American vessels, but provision is
made that the board shall operate such routes, in proper cases, when
private operators do not assume the burden, having in view the de-
velopment of the trade route and its possible subsequent sale to
private citizens. In so far as this work has involved the operation
of the Government fleet on such routes, the report of such work is,
of course, covered by the Fleet Corporation. When lines are sold,
however, the work of the board is resumed in favor of the private
companies purchasing and operating such lines, that they may be
encouraged and protected by the board, in all proper ways contem-
plated by law.

Section 7 expressly contemplates the award of postal contracts
in proper cases to assist private operators in the maintenance of
any such service purchased. The arrangement of such contracts
for the period during which the Government was operating such lines
was obviously unnecessary from a financial point of view, for dur-
ing the period of Government operation any compensation received
under any such contracts would have been merely a transfer of
money from one department to another department of the United
States. The activity of the board in securing compensation to pri-
vate citizens purchasing such lines by the award of postal contracts
is set forth herein at another point, under the title “ Ocean mail
contracts.”

An illustration of assistance to purchasers of lines is the case of
the French Government requiring the Dollar Steamship Line, which
had purchased its vessels from the board, to submit them to rein-
spection under French laws, notwithstanding they held certificates
from the American Bureau of Shipping as in compliance with
American inspection laws. The inspection would have necessitated
putting the vessels successively into dry dock as they arrived in
France and otherwise being made to conform to the French require-
ments. Through the initiative of the board, and with the coopera-
tion of the Department of State, the immediate crisis was removed
the French Government recognized the certificates of the American
Bureau of Shipping. The basic aspect of the case has received
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further attention during the year. An international agreement is yet
to be developed and concurred in, under which France and the
United States will (if it is consummated) mutually accept as suffi-
cient the inspection certificates of their respective officials. To that
end, the French inspection laws are under consideration by the
Department of Commerce in cooperation with the Department of
State, and the Department of State has recently transmitted to the
French Government full information concerning the United States
inspection laws, to the end and with the hope that a mutual agree-
ment may ultimately be made.

Germane to the sale of lines established by the board under section
7 of the merchant marine act, 1920, is the question of the right of
railroad companies to own and operate ocean-going vessels. This
question has been the subject of recent consideration and investiga-
tion by the Bureau of Traffic of the board. While section 15 of the
Panama Canal act prohibits railroads owning and operating vessels
between points which are connected by rail transportation, unless
the Interstate Commerce Commission approves such operation, this
limitation does not extend to vessels operated between points not
connected by rail transportation, such, for instance, as trans-Pacific
or trans-Atlantic service. »

Conversely to the activities of the board outlined above, in aid
of purchasers of lines established by it, the board during the year
actively appeared before the Committee on Merchant Marine and
Fisheries of the House in opposition to a bill there pending, intro-
duced in behalf of the Polish-American Navigation Co., and having
in view making good to that company losses it had sustained as the
result of the purchase of ships from the board shortly after the war.
and at the high tonnage-values then prevailing. The company men-
tioned belongs to that group of purchasers of ships commonly re-
ferred to as “pioneer purchasers”—an extensive group who pur-
chased vessels during 1919-20 at the world market values then pre-
vailing and approximating from $175 to $250 per dead-weight ton,
only to suffer severe losses when these values collapsed in subsequent
years. Whether these “ pioneer purchasers” have an equitable right
under all the circumstances of the case to have their losses or any
part of their losses made good to them by the (Government has not
been formerly passed on by the board; but the attempt of any one of
such purchasers to obtain preferential treatment by the award of
such compensation, when others of the group are not receiving similar
consideration, as was proposed in the bill mentioned, prompted the
board to appear before the committee mentioned, in opposition to
the bill.

The board having adopted as a policy the continuance of a definite
interest in all lines sold by it, for their protection as far as possible
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against foreign competition, this policy has been indorsed by Con-
gress, in making a special appropriation of $10,000,000 to enable the
board, with the approval of the President, to operate ships or lines
of ships which have been or may be taken back from purchasers by
reason of competition or other methods employed by foreign ship
owners or operators, and the power thus conferred has already been
exercised.

Competitive Discriminations.

By an act of the Canadian Parliament, made effective during the
past year, preferential tariff rates applicable to certain imports from
various places, were made effective only when imported through
Canadian ocean or river ports, whereas, previously they were avail-
able to Canadian importers when transported to American ports by
water, thence by rail into Canada. The prejudicial effect of this
change was brought to the attention of the board during the year
by an American operator, who was called on to pay the difference
between the two tariff rates, because the shipment was unloaded at
an American port and forwarded by rail into Canada, instead of
being unloaded at a Canadian port. It is obvious that the regulation
will be successful in accomplishing its purpose, namely, the diversion
of traffic from American ports to Canadian ports, and, therefore, in
most instances, from American vessels to vessels of British registry.
An investigation was initiated by the board and will be continued
with the expectation that the arrangement (though entirely proper
from the Canadian point of view, if considered independently of
other relationships existing between the two countries) can be cor-
rected.

The policy of this regulation is in marked contrast with the
regulations of the United States Customs Service, which impose
no such discrimination. As a result of this freedom of movement of
American imports and exports, investigations of this board have
revealed that over 60 per cent of the total movements through the
port of Vancouver, British Columbia, consist either of imports con-
signed to the United States or exports moving from the United
States to foreign ports.

An illustration of the cooperation between members of the British
Empire for their common good is the case referred to in the tenth
annual report of the board (p. 15) entitled: “Australian Customs
Discrimination,” under which the customs regulation relative to
imports into Australia inures not only to-the benefit of British ship-
ping plying between Vancouver and Australia but also to the benefit
of Canadian railways, to the prejudice of American shipping and
American railways. This results from the regulation requiring the
cost of rail transportation from the point of origin of shipment to
the port of export to be added to the value of the goods imported



14 ELEVENTH ANNUAL REPORT UNITED STATES SHIPPING BOARD

in determining the amount subject to the Australian import duty.
American railroads and American shipping are both prejudiced by
the regulation that if the shipment is via Vancouver and the move-
ment is from point of origin of shipment in the United States across
the Canadian border, thence transcontinental to Vancouver, the port
of export is the point on the Canadian border at which the export
crosses into Canada. The result is that a differential in favor of
the Canadian movement exists to the extent of the Australian im-
port duty on the commodity involved. While the regulation does
not in terms purport to be a discrimination in favor of British
vessels for the ocean transport, the fact remains it operates as such
a discrimination inasmuch as the movements from Vancouver to
Australia are chiefly in British vessels.

This item of Australian discrimination was further investigated,
and during the year active steps were taken by the Department of
State of the United States. As reported by Australian merchants,
the suggestion of the American Government had in view correcting
the practice on the theory that it would be beneficial to Australian
merchants for American shipping direct from American ports to
have full competitive privileges. The cooperation of the Depart-
ment of State, however, in this instance, has been unsuccessful, as
the Australian Government has refused to act in the matter. The
practice has grave possibilities in its prejudicial bearing, not only on
American shipping, but, as mentioned, on American railroads.
These roads are also in communication with the board, and further
consideration is being given, to the end that this discrimination
against American railroads, American ports, and American shipping
may be stopped.

As the Australian regulation mentioned worked to the benefit of
Canadian railways and Canadian ports on shipments from the United
States in the West, conversely it would operate to the benefit of our
Atlantic ports with respect to Canadian shipments from eastern
Canada destined to Australia. This fact is recognized, and as fur-
ther illustrating the cooperation between the two member States of
the empire, the Australian regulation provides, with special reference
to shipments from eastern Canada, that should such exports be made
through Vancouver, the transportation cost to be added for pur-
poses of the customs dues shall be equalized (though transported
across the continent by Canadian railroads), with what it would be
if transported from eastern Canada to an American Atlantic port.

Further evidence of the policy of the Canadian Government to
procure, as far as possible, the transportation of Canadian commerce
by Canadian railroads and through Canadian ports is revealed by
recent legislation and rulings of the Board of Railway Commission-
ers for Canada, under which wheat, for instance, may be transported
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from certain Great Lakes ports either to St. John, New Brunswick,
or Halifax, Nova Scotia, for the same freight rate as that quoted for
its transportation from Buffalo, N. Y., to the port of New York,
notwithstanding the mileage to New York is about one-half only
of the mileage to St. John and about one-third only of the mileage
to Halifax. This policy has specially in view the use of the Cana-
dian port of Halifax through the winter season to the exclusion
of New England ports, which have heretofore been very largely
used in connection with Canadian commerce, especially through the
winter season when the St. Lawrence River is closed to navigation.
Interstate Coemmerce Commission.

The activities of the Bureau of Traffic during the year, in respect
to matters arising under the provisions of section 8 of the merchant
marine act, 1920, have had special reference to items over which
the Interstate Commerce Commission has jurisdiction but which the
law mentioned contemplates may also be investigated by the board,
as they bear on the development of ports and of terminal facilities
at ports; the law providing that the findings and recommendations
-of the board may be submitted to the Interstate Commerce Com-
mission for its further attention.

One item was the petition of the American-Hawaiian Steamship
Co. and the Luckenbach Steamship Co., complainants, against the
Erie Railroad Co. et al., defendants, for the suspension of proposed
new rail rates on canned goods from the Pacific coast to interior
points, on the ground that the reduction would be prejudicial to the
interests of water transportation. The board was interested in the
matter, primarily because of the duty imposed on the board by sec-
tion 8 of the merchant marine act, 1920, to promote, encourage and
develop “ports and transportation facilities in connection with
water commerce over which it has jurisdiction; to investigate ter-
ritorial regions and zones tributary to such ports, taking into con-
sideration the economies of transportation by rail, water and high-
way and the natural direction of the flow of commerce”; and also
because section 500 of the transportation act, 1920, declares it to
be the policy of Congress “to promote, encourage and develop water
transportation, service and facilities in connection with the com-
merce of the United States,” and the obligation peculiarly resting
on the board “to foster and preserve in full vigor * * * water
transportation.”

In this proceeding the board brought to the attention of the Inter-
state Commerce Commission the question whether the rate regulation
involved might constitute a violation of Article I, section 9, of the
Constitution of the United States, which provides that “no prefer-
ence shall be given by any regulation of commerce or revenue to the
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ports of one State over those of another.” This question was
prompted by the fact that the rates involved were uniform from
points on the Pacific coast to all points in a defined but very large
area in the middle of the United States (notwithstanding the mile-
age from the point of origin of shipment on the Pacific coast to such
interior points varied very greatly) but a similar system was not
in effect from the Atlantic coast ports and the benefit of govern-
mental approval was claimed for the apparent discrimination. The
point was emphasized because the traffic involved covered move-
ments from points outside of the United States, and the steamship
lines operating through the Panama Canal claim the right to equal
facility and economy of rail transportation to such interior points,
from Atlantic coast ports, especially as railroads transporting goods
from Atlantic ports are parties to the rate structure under which the
“ postage stamp ” rates from the Pacific coast are maintained. It was
emphasized that if this practice can be justified, it might be sim-
ilarly claimed that the rail rate on coffee imported from Brazil
or Java, consigned to the middle area of the United States, could
also be put on a uniform basis if imported through Pacific coast.
ports, although a similar uniform rate system is refused if im-
ported through Atlantic coast ports. The Interstate Commerce
Commission issued an order suspending the rate, pending further
investigation.

Another item pending before that commission in which the board
was active during the year—and in which it has been heretofore ac-
tive, as indicated in the tenth annual report of the board, pages
16-17—is Docket No. 12681, entitled “In re Charges for Wharfage,
Handling, Storage, and Other Accessorial Services at South Atlantic
and Gulf Ports.” Hearings in this case by subsequent order were
extended by the Interstate Commerce Commission, on motion of the
board, to North Atlantic ports. Hearings relating to conditions pre-
vailing at North Atlantic ports were conducted by the Interstate Com-
merce Commission during the year at Washington, Boston, New York,
and Philadelphia. At these hearings the board was represented by
the director of the Bureau of Traffic of the board. During their
progress representatives of southern ports requested the Interstate
Commerce Commission to reopen the hearings previously held at
South Atlantic and Gulf ports, and the request was granted, with the
result that the case is now open with respect to the conditions involved
as to all the ports on the east coast of the United States, both Gulf
and Atlantic Ocean ports. The board is primarily interested in the
proposal involved in this case that charges by a railroad for terminal
services, particularly for terminal services rendered it at water termi-
nals operated by it, shall not be absorbed in its line haul rate; but,
when requested by the shipper or consignee, the railroad shall quote
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separately that part of the total rate which covers the water terminal
services rendered, in order to facilitate the use of another water
terminal, if the shipper or consignee prefers to do so.

Bills of Lading.

The interest of the board in the general subject of bills of lading
in ocean traffic has two aspects. One of these has in view the adop-
tion by maritime nations of a uniform bill of ladmg for use in foreign
ocean-borne commerce ; and the other has in view, entirely apart from
the question of un1f01m1ty, the development of a bill of lading mak-
ing possible shipments from interior points to tidewater and thence
by ocean vessels to foreign ports, on a single document.

The movement for a uniform bill of lading is based primarily on
“The Hague Rules of 1921,” which were originated at an interna-
tional conference at The Hague. These rules have been developed
at subsequent international conferences, and a convention for their
adoption as an international agreement was signed by the American
ambassador to Belgium durmg the past year, and in February, 1927,
the proposed convention was sent to the Senate; it is now pendmg
before the Committee on Foreign Relations. Due consideration will,
of course, be given the document on its merits, from the point of
view of lts relation to the development of an American merchant
marine. Apart from this, however, there is a fundamental question
whether freedom of contract between American citizens, when such
contracts do not in any way involve international relations, should be
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